
CASE 
NUMBER: 



JoH". HUGHES 
Attorney at Law 

Professional Service Corporation 
124 WEST TODD STREET 

FRANKFORT. KENTUCKY 4060 1 

Telephone: 
(502) 227-7270 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

Telecopier : 
(502) 875-7059 

September 3, 1999 

Re: Case No. 99-070 

Dear Ms. Helton: P 

Please file the Responses of Western Kentucky Gas Company to the Commission's 
Second Request for Information, the Attorney General's First Request for Information and its 
Petition for Confidentiality for certain of the responses. Items 181 and 182 of the Attorney 
General's request are not complete. They require a search of archived information and will be 
filed as soon as available. 

Thank you for your assistance, and if there are any questions about this matter or if 
additional information is needed, please contact me. 

Gas Company 

cc: Intervenors 



IN THE MATTER OF: 

RATE APPLICATION OF WESTERN KENTUCKY 
GAS COMPANY Case No. 99-070 

PETITION FOR CONFIDENTIALITY OF CERTAIN INFORMATION 
PROVIDED IN RESPONSE TO THE STAFF'S 

SECOND REOUEST FOR INFORMATION 

Comes now Western Kentucky Gas Company ("Western"), pursuant to 807 KAR 5:001, 

Section 7, and all other applicable law, and for its Petition for Confidentiality, states as follows: 

In Item No. 47 (c) of the Staffs Second Request for Information, Western was requested 

to provide a breakdown, by customers, of the adjusted volumes and revenues for "Total Special 

Contracts". This information is set forth in the two page Schedule to KPSC DR 47(c), a copy of 

which is attached as Exhibit "A". 

Exhibit "A" reveals volume and discount levels for each special contract industrial 

customer for whpm , l  a discount has been negotiated, disclosure of all of which is necessary in 

order to provide the calculations requested by the Commission. 

Pursuant to KRS 61.878(1)(c) the following documents are eligible for confidential 
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treatment: 

“Upon and after July 15, 1992, records confidentially disclosed to an agency or required 
by an agency to be disclosed to it, generally recognized as confidential or proprietary 
which if openly disclosed would permit an unfair commercial advantage to competitors 
of the entity that disclosed the records - - - ‘ I .  

This is the same standard adopted by the Commission pursuant to 807 KAR 5:0001, 

Section 7. Company specific details concerning volumes and confidentially negotiated discounts 

with private enterprises are generally recognized as confidential and proprietary. Disclosure of 

details pertaining to a particular customer’s volume and discount, are likely to cause substantial 

competitive harm to Western. Knowledge of these facts will provide Western’s competitors with 

a substantial advantage in future business negotiations with Western’s customers. Western’s 

competitors would have a clear advantage in competing for these customers since knowledge of a 

existing Western discounts would enable them to slightly undercut Western’s charges. On the 

other hand, Western’s unregulated competitors are not required to make public similar 

information. 

Accordingly, the value of the information is derived by not being readily ascertainable by 

Western’s competitors who would have a clear economic advantage upon disclosure. 

Negotiations concerning the discounts were maintained with strict confidentiality. None of this 

information is posted or otherwise generally made available within the company or without. 

Only those employees of Western who have a legitimate need to know have knowledge of the 

information contained . >  in Exhibit “A”. 

Additionally, disclosure of this information would put Western at a disadvantage in future 

negotiations of special contracts with other industrial customers. There would be little room for 
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bargaining when a potential customer knows exactly what discounts Western has negotiated with 

I other industrial customers. This likewise would put Western at an unfair commercial 

disadvantage. 

WHEREFORE, Western respectfully request that the attached be treated a confidential. 

One copy of the attached response has been submitted with the confidential portions highlighted 

for review and consideration by the Commission. Redacted copies of these documents have been 

submitted with Western's filing. 
.f+ 

Respectfully submitted this 5 day of September, 1999. 

Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

SHEFFER - HUTCHINSON - KI"EY 
Mark R. Hutchinson 
115 E. Second St. 
Owensboro, KY 42303 

John N. Hughes 
124 West Todd Street 
Frankfort, KY 4060 1 

Attorneys for Western 
Kentucky Gas Company 

By: - /e- 
'\'I 

VERIFICATION 

I, Gary Smith, being duly sworn under oath, state that I am Vice President of Marketing 
of Western Kentucky Gas Company, and that the foregoing statements are true of my own 
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knowledge except as to those matters therein stated on information and belief, and as to those 
matters I believe them to be true. 

STATE OF KENTUCKY 
COUNTY OF DAVIESS 

d SUBSCRIBED AND SWORN to before me by Gary Smith on this the 3 day of 
September, 1999. 

0 

S?Z<%-y @d,*4 9!( 
Notary Public - 
My Commission. 

CERTIFICATE OF SERVICE 

I hereby certify that on the 3 kd day of September, 1999, the original of this Petition, 
together with fifteen (1 5) copies, was filed with the Kentucky Public Service Commission, 730 
Schenkel Lane, Frankfort, Kentucky 40602, and a true copy thereof mailed by first class mail to 
the following named person: 

Hon. David Spenard 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capitol Center Drive 
Frankfort, Kentucky 4060 1 

z?zkZw-- 
Mark R. Hutchinson 

<*) 

O.\USERS\BKK\WKGWSC\Rate\PET4 
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Paul E. Patton 
Governor 

Mark R. Hutchinson, Esq. 
Sheffer, Hutchinson & Kinney 
11 5 East Second Street 
Owensboro, Kentucky 42303 

John N. Hughes, Esq. 
124 West Todd Street 
Frankfort, Kentucky 40601 

David E. Spenard, Esq. 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, Kentucky 40601-8204 

Robert M. Watt, Jr., Esq. 
J. Me1 Camenisch, Jr., Esq. 
201 E. Main Street, Suite 1000 
Lexington, Kentucky 40507-1 380 

a 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 615 

www. psc.state.0.w Helen Helton 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

(502) 564-3940 Executive Director 

FRANKFORT, KENTUCKY 40602 

Fax (502) 564-1 582 Publlc Service Commission 

September 3,1999 

Re: Case No. 99-070 
Western Kentucky Gas Company 

Gentlemen: 

Attached is a copy of a memorandum that is being filed into the record in the 
above-referenced case. 

len C. He on 
Executive Di ector 

alm 
Attach men t 

AN EQUAL OPPORTUNITY EMPLOMR Mill 



TO: MAIN CASE FILE 
APPLICATION OF WESTERN KENTUCKY GAS COMPANY 
FOR ADJUSTMENT OF RATES 
CASE NO. 99-070 

FROM: ANITA MITCHELL 
STAFF ATTORNEY 

DATE: September 3, 1999 

The U.S. Agency for International Development and United States Energy 

Association sponsored a managerial exchange visit between the Kentucky Public 

Service Commission (“Commission”) and the Armenian Energy Regulatory Commission 

(“Armenian Delegation”) in Frankfort, Kentucky, August 7-1 9, 1999. The exchange 

visit included a tour by the Armenian Delegation of Western Kentucky Gas Company 

(“Western”) on Thursday, August 12, 1999. Three staff members of the Commission, 

Ralph Dennis, Neal Fitch and Dawn McGee, accompanied the Armenian Delegation to 

Western Kentucky Gas Company. These staff members have not been, and will not 

be, involved in the Application for Adjustment of Rates filed by Western on June 23, 

1999. 

cc All Parties of Record 

I I 



C O M M O N W E A L T H  O F  KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

September 1, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission's Order in 

the above case. 

Si 

Stephanie Bell 
Secretary of the Commission 

SB/sa 
Enclosure 



William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

M r .  Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 

Hon. Robert M. Watt, 
Hon. J. Me1 Camenisch, Jr. 
STOLL, KEENON & PARK, LLP 
201 E. Main Street, Suite 1000 
Lexington, KY 40507 1380 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR AN ) CASE NO. 99-070 
ADJUSTMENT OF RATES 1 

O R D E R  

This matter arises upon the motion of WBI Southern, Inc. (“WBI Southern”), filed 

I 
l August 17, 1999, for full intervention. It appears to the Commission that WBI Southern has 

a special interest which is not otherwise adequately represented, and that such 

intervention is likely to present issues and develop facts that will assist the Commission in 

fully considering the matter without unduly complicating or disrupting the proceedings. The 

Commission also recognizes that a procedural schedule was established in this proceeding 

by Order dated July 2, 1999. The Commission, being otherwise sufficiently advised, finds 

that WBI Southern should be granted full rights of a party in this proceeding accepting the 

procedural schedule as it now stands. 

IT IS HEREBY ORDERED that: 

1. 

2. 

The motion of WBI Southern to intervene is granted. 

WBI Southern shall be entitled to the full rights of a party and shall be served 

with the Commission’s Orders and with filed testimony, exhibits, pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 



3. Should WBI Southern file documents of any kind with the-Commission in the 

course of these proceedings, it shall also serve a copy of said documents on all other 

parties of record. 

Done at Frankfort, Kentucky, this 1st day o f  September, 1999. 

By the Commission 

ATTEST: 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

F1.e 4 "7 +,,- 

t., ' < .  

e,: . .  

In the Matter of: ) 
THE APPLICATION OF WESTERN ) CaseNo. 99-070 
KENTUCKY GAS COMPANY 1 
FOR AN ADJUSTMENT OF RATES ) 

:;.vg k-"ec ~ 

INITIAL REQUEST FOR INFORMATION 
BY THE ATTORNEY GENERAL 

Comes now the Attorney General of the Commonwealth of Kentucky, by and through his 

Office of Rate Intervention, and submits this Initial Request for Information by the Attorney 

General. 

(1) In each case where a request seeks data provided in response to a staff request, 

reference to the appropriate request item will be deemed a satisfactory response. 

(2) Please identify the company witness who will be prepared to answer questions 

concerning each request. 

(3) These requests shall be deemed continuing so as to require further and 

supplemental responses if the company receives or generates additional information within the 

scope of these requests between the time of the response and the time of any hearing conducted 

hereon. 

(4) If any request appears confusing, please request clarification directly from the 

Ofice of Attorney General. 
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( 5 )  To the extent that the specific document, workpaper or information as requested 
I 

does not exist, but a similar document, workpaper or information does exist, provide the similar 

document, workpaper, or information. 

(6) To the extent that any request may be answered by way of a computer printout, 

please identify each variable contained in the printout which would not be self evident to a 

person not familiar with the printout. 

(7) If the company has objections to any request on the grounds that the requested 

information is proprietary in nature, or for any other reason, please notify the Office of the 

Attorney General as soon as possible. 

(8) For any document withheld on the basis of privilege, state the following: date; 

author; addressee; indicated or blind copies; all persons to whom distributed, shown, or 

explained; and, the nature and legal basis for the privilege asserted. 

(9) In the event any document called for has been destroyed or transferred beyond the 

control of the company state: the identity of the person by whom it was destroyed or transferred, 

and the person authorizing the destruction or transfer; the time, place, and method of destruction 

or transfer; and, the reason@) for its destruction or transfer. If destroyed or disposed of by 

operation of a retention policy, state the retention policy. 
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Initial Request for Information by the Attorney Geueral 

1. Provide the average daily amount of outstanding short-term debt for the fiscal years 1995, 
1996,1997,1998, and 1999. 

Provide the average daily interest amount charged on the average daily amount of 
outstanding short-term debt for the fiscal years 1995,1996, 1997, 1998, and 1999. 

2. 

Ouestions for Donald A. Mumy 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Refer to page 2 , lines 9-1 1 of your pre-filed testimony. You state that you were Vice- 
president and Corporate Economist and manager of the Washington office for Stone & 
Webster fiom 1978 to early 1981. On page 1, lines 12 & 13, you state that you have been 
a Professor of Economics at the University of Oklahoma from 1974 to present. Please 
explain the apparent conflict in the overlapping years. 

Refer to page 1, lines 11 and 12. You state that you were on the faculty of the University 
of Missouri-St. Louis from 1964-74. On page 2, lines 8 and 9 you indicate that you were 
with the FPC in 1971-72. Please explain the overlap in years in 1971-72. 

Please provide a listing of docket numbers or case numbers for every proceeding in 
which you have appeared or filed testimony since January 1,1995. 

Refer to page 6 line 20 of your pre-filed testimony. Please explain and provide an 
example how the 6.10 percent cost rate for short-term debt was calculated. 

Refer to page 18 lines 5-7 of your pre-filed testimony. You indicate that you considered 
the need to raise capital in the future rather than making a floatation cost adjustment 
when you evaluated the DCF results. 

a. What did you consider to be Western Kentucky Gas 
Company’s need to raise capital in the future? 

b. How did you use your consideration when you made 
your final recommendation? 

Refer to page 19, beginning at line 10. You indicate that you used a method to adjust for 
“size bias” because Atmos is smaller than three of the companies you selected for 
comparison purposes. At the bottom of page 19, you indicate that the CAPM results are 
1 1.68%. On the next page, when you adjust for size bias, you results are 1 1.3 1%. Please 
explain. 

Refer to Schedule DAM-17. Please explain, and provide an example using data for 
Atmos Energy Corporation, how the size premium shown in the next to the last column 
was calculated. 
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10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

Refer to Schedule DAM-17. Please provide citations for all published financial or 
economic research in refereed journals that indicate the justification or need for a size 
bias adjustment in the CAPM and which supports the method that you used. 

Refer to Schedule DAM- 17. Please cite and provide the a copy of the page or pages for 
the source of the 8.00% equity risk premium shown in the fourth column from the right 
hand side of the Schedule. 

Refer to Schedule DAM- 16. Please cite and provide a copy of the page or pages for the 
source of the 15.30% Market Total Return shown in the first column of the Schedule. 

Refer to Schedule DAM-16. Please provide citations for all published financial or 
economic research in refereed journals that indicate that long-term corporate bonds 
should be used to determine the risk premium for use in the CAPM. 

Refer to Schedule DAM-16. Please provide citations for all published financial or 
economic research in refereed journals that indicate that a different interest rate proxy 
should be used to determine a risk premium required by CAPM than the rate added back 
to the risk premium to determine the required cost of equity. (This is in reference to your 
use a long-term corporate bonds return to determine the risk premium and the Aaa 
Corporate Bonds Return to determine the cost of equity.) 

Refer to page 20, line 7. You indicate that you considered the financial market’s 
assessment of the shifting risks between the interstate transmission companies and the 
local distribution companies. What were your considerations in this regard and how did 
you quantify them? 

Refer to page 20, line 7. You indicate that you considered the financial market’s 
assessment of the shifting risks between the interstate transmission companies and the 
local distribution companies. Please provide copies of all studies that you have done, or 
have read, that indicates how the financial market assesses the shift of risk between the 
interstate transmission companies and the local gas distribution companies. 

The capital structure, which contains 50.24% equity, 40.36% long-term debt, and 9.40% 
short-term debt, is different from the current capital structure of Atmos. The 9/30/99 13- 
month average capital structure contains 42.7% equity, 44.5% long-term debt and 12.8% 
short-term debt. Which of these capital structures do you believe the financial market 
assesses when evaluating the risk of Atmos -- the actual one or some hypothetical one? 
Please explain your answer. 
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18. Refer to page 20, line 2 of your pre-filed testimony. Here you indicate that the cost of 
equity for Atmos is 11.31% as shown in Schedule DAM-17. Your analysis shows: 

I 

Atmos Moody’s Companies 

Schedule DAM-6 
Schedule DAM-7 
Schedule DAM-8 
Schedule DAM-9 
Schedule DAM- 10 
Schedule DAM-1 1 
Schedule DAM- 12 
Schedule DAM 13 
Schedule DAM-14 

€&& 
8.62% 
9.13% 
9.09% 
15.77% 
15.77% 
16.28% 
16.28% 
16.25% 
16.25% 

- Low 
7.63% 
7.68% 
8.97% 
14.78% 
12.28% 
14.83% 
12.33% 
16.12% 
13.62% 

High 
7.62% 
7.90% 
7.63% 
10.95% 
10.29% 
1 1.23% 
10.57% 
10.95% 
10.29% 

- Low 
6.39% 
6.71% 
7.49% 
9.72% 
8.40% 

10.03% 
8.71% 

10.81% 
9.49% 

a. Why did you ignore all of the data in your DCF ,analysis I informing your 
recommendation? 

b. Why did you ignore all of the data from your Moody’s 
companies in the DCF analysis in forming your 
recommendation? 

c. Why did you ignore all of the DCF analysis and your finding 
on page 20 at line 7 to make a recommendation for the cost 
of equity from 12.0% to 12.5% in Schedule DAM-22? 

19. Refer to page 20, line 5 where you state that, “if Western Kentucky were raising capital 
on its own.” Under what circumstances could Western Kentucky Gas Company, as a 
division of Atmos, raise capital on its own? 

Ouestions for John R. Reddv 

20. Refer to page 4 line 5 of your testimony where you refer to Atmos peer companies. 
Please provide the names of the Companies that you consider to be Atmos peer 
companies. 

21. Refer to page 4 line 5 of your testimony where you refer to Atmos peer companies. What 
criteria did you use to select Atmos peer companies? 

22. Refer to page 4, lines 5 and 6 of your testimony. You indicate that a 50%debt and 50% 
equity structure is consistent with the objective of maintaining an “A” credit rating on 
senior debt. Please provide a copy of the rating agency criteria which indicates that a 
50/50 capital structure will assist in maintaining an “A” rated bond. 
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23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

Refer to page 5, lines 1-4 of your testimony. You describe a reserve of $20 million ($13 
million after tax) to account for merger and integration costs associated with the United 
Cities merger. 

a. Do you anticipate that the entire amount of the reserve will 
be used the merger costs? 

b. Please provide the projected timetable for costing the reserve 
in an amount/quarter/fiscal year format. 

Refer to page 5, lines 5-8 of your testimony. You indicate that warmer than normal 
weather has reduced retained earnings. Refer to page 26 of Atmos Energy Corporation 
Annual Report which shows the consolidated statement of shareholders equity. Please 
indicate where the weather related losses caused a reduction to retained earnings. 

Refer to page 6, lines 12-16 and to page 4, line 3 of your testimony. Please reconcile the 
stated 50% debt and 50% equity capital structure objective with the summary of the 
projected capital structures shown on lines 1 1- 17 of page 6, 

Reference Mr. Gruber’s testimony at page 6,  lines 20-21. Please provide budgeted and 
forecasted O&M expenses for whatever time periods such estimates exist. Please also 
provide 1999 actual O&M. 

Reference Mr. Gruber’s testimony at page 7, line 19. 

a. Explain exactly how, in Mr. Gruber’s opinion, industrial margins subsidize 
residential rates. 

b. Quantify the amount of alleged subsidization that Mr. Gruber believes exists in 
the proposed test year. (And any other recent actual time period that Mr. Gruber 
may have in mind.) Please provide workpapers detailing the requested 
quantification. 

Please provide the number of industrial customers for each year 1990 through present. 
Indicate basis of customer count (average, year-end, number of meters, etc.) 

Reference Mr. Gruber’s testimony at page 8, line 13. Provide the numerical support 
relied on by Mr. Gruber for his testimony that Western has experienced successively 
declining revenues since the 1995 rate case. 

Reference Mr. Gruber’s testimony at page 20, lines 16- 17. Please provide a copy of the 
referenced Commission rules pertaining to distribution main extension, service line and 
meter for new customers. 
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3 1. Reference Mr. Gruber’s testimony at page 7, lines 4-5. 

a. Does Mr. Gruber believe the Company’s proposed Weather Normalization 
Adjustment provides benefits to customers? If so, please both describe the nature 
of the benefits and please quanti@ the typical or range of benefit to be received by 
residential customers. 

b. In Mr. Gruber’s opinion, must the WNA be offered on a mandatory, rather than 
optional basis? If so, please explain with specificity why a voluntary WNA 
would not be reasonable and why a mandatory WNA is reasonable. 

32. Reference Mr. Gruber’s testimony at page 20, lines 18-19. In Kentucky, is the Company 
required to provide 100 feet of main, a service line and a meter, at no cost to the 
customer, for each and every customer who requests gas service? If yes, please explain 
what it is that requires the Company to provide universal gas service to all requestors in 
the Company’s Kentucky service area. 

33. Reference Mr. Gruber’s testimony at page 22, lines 11-12. 

a. 

b. 

C. 

d. 

e. 

Please clarifL whether Mr. Gruber’s use of the term energy refers to the energy 
component of service or to the delivered price of energy. If other, please explain. 

Please explain how the Commission’s approval of the Company’s residential 
proposals in this case will ensure that energy prices will be kept lower than they 
otherwise would be. 

What would residential energy prices otherwise be, in Mr. Gruber’s opinion? 

How much lower will residential energy prices be, in Mr. Gruber’s opinion, if the 
Company’s proposals are approved by the Commission? 

Will the proposed Premises Charge help or hinder Western in competing with 
electricity in the new homes’ space heating market? Explain. 

34. Reference Mr. Hack’s testimony at page 2, lines 15-16. Please provide gas delivery 
interruption experience on the Company’s system, for gas otherwise reaching the 
Company’s city gates, for the last ten years: 

a. Dates of interruptions; 

b. Volumes interrupted; 

c. Number of customers interrupted and class in m 
are housed; and 

ich such interrupted customers 
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35. 

36. 

37. 

38. 

39. 

40. 

41. 

d. Reason for interruptions. 

Reference Mr. Smith’s testimony at page 3, lines 21-25. Please provide copy of source 
information and workpapers detailing the calculation of the referenced 1.5 percent and 
0.5 percent growth rates. 

Reference Mr. Smith’s testimony at pages 3-4, lines 28-30, and 1-2, respectively. 

a. Please provide new customer additions attributable to new residential 
developments for each year 1990 through estimated 2000. 

b. Please provide new customer additions due to “number of nearby conversion 
candidates” for each year 1990 through estimated 2000. 

c. Please provide gas service saturation data indicating the percent of new residential 
construction that utilizes gas service. 

Reference Mr. Smith’s testimony at page 14, lines 8-10. Please provide the basis of Mr. 
Smith’s testimony. Include all numerical support relied on by Mr. Smith, and please 
include all workpapers leading to the numerical support relied on by Mr. Smith. 

Reference Mi. Smith’s testimony at page 14, lines 23-25. Please provide workpapers 
detailing the calculation of the $1,600,000 amount of annual margin reduction related to 
the effects of energy efficiency improvements and conservation in core markets. 

Reference Mr. Smith’s testimony at page 14, lines 26-30. Explain why the Company 
would add unprofitable customers when such additions are inconsistent with the 
Company’s Distribution Main Extensions Rules and Regulations that require “ ... the 
potential consumption and revenue will be of such amount and permanence as to warrant 
the capital expenditure involved to make the investment economically feasible.” 

Please provide: 
- new customer usage; 
- estimated service commencement costs; 
- 
- 

equipment requirements (i.e., footage of maidservice lines, etc.); and 
other information that is routinely provided to management responsible for 
approving new customer service. 

Reference Mr. Smith’s testimony at pages 16-17, lines 20-30 and 1-12, respectively. 

a. Please provide the volumes Mr. Smith believes are at risk from physical bypass. 

b. Please provide the volumes Mr. Smith believes are at risk from shifts in 
production to sister plants outside of western Kentucky. 
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. 

42. 

43. 

44. 

45. 

46. 

47. 

48. 

c. Please provide the volumes Mr. Smith believes are at risk from alternate fuel 
competition. What alternate fuels? 

d. Please provide the delivered gas price that Mr. Smith believes is necessary to 
compete with each alternate fuel identified in c. above. 

Reference Mr. Smith’s testimony at page 17, lines 26-27. Please provide the amount of 
stranded costs associated with the loss of the referenced customers. If Mr. Smith believes 
there are no costs stranded that were necessary to provide service to the referenced 
customers, please provide Mr. Smith’s explanation for this. 

For the ten largest Company construction projects to provide service to new customers 
(as opposed to construction projects related to maintenance) since 1995, please provide 
the information provided to managers responsible for the approval of such projects. 

Reference Mr. Smith’s testimony at page 18, lines 4-18. 

a. Provide Mr. Smith’s understanding of the market saturation, or market share, of 
new residential and small commercial construction served by gas. 

b. Explain how the proposed Premises Charge (for example, see Ives’ testimony at 
page 10, lines 9-18) is consistent with aggressively marketing gas and addressing 
electric competition for new residential construction. 

Reference Mr. Smith’s testimony at page 16, lines 1-2. Please provide the amount of 
subsidy provided by industrial customers to residential customers. Please also provide 
workpapers depicting the calculation of the subsidy amount Mr. Smith is addressing in 
this part of his testimony. 

Reference Mr. Smith’s testimony at page 16, lines 12-13. Explain how the Company’s 
non-industrial customers are not going to participate in the “suffering” from the loss of 
industrial revenues under the Company’s proposal to shift this revenue loss to non- 
industrial customers in this rate proceeding. 

Reference Mr. Smith’s testimony at page 19, lines 6-7. Please provide the residential fair 
share amount that Mr. Smith believes residential customers should pay and the amount 
that residential customers actually pay. The difference between these two amounts 
should equal the amount Mr. Smith believes is “well less” than the residential fair 
amount. If the reader is mistaken, please provide residential fair share amount, actual 
share amount, and the amount by which residential payments are less than the fair share 
amount to data in the Company’s case, if possible. 

Reference Mr. Smith’s testimony at page 16, lines 4-5. Please provide Mr. Smith’s 
understanding of the amount of the Company’s total cost of service that is associated with 
the significant portion of Western’s annual deliveries to industrial sales and 
transportation customers. Tie the provided amount to data in the Company’s filing. 
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49. 

50. 

51. 

52. 

53. 

54. 

55. 

56. 

57. 

Reference Mr. Smith’s testimony at page 19, lines 19-27. For winters that are 10 percent 
colder than normal and those that are 10 percent warmer than normal, please provide the 
dollar amounts that a typical residential customer would save or pay to the Company, 
respectively, under operation of the proposed Weather Normalization Adjustment clause. 
The answer to this question may be provided by whomever Western feels is the most 
appropriate person to respond. Provide workpapers detailing the calculation of the 
requested customer impacts. 

Reference.Mr. Smith’s testimony at page 22, lines 7-8. Using test year costs and 
proposed revenues, please provide class amounts of revenues and costs that demonstrate 
that Western’s proposed rates eliminate or lessen existing cross-class subsidies. 

Reference Mr. Smith’s testimony at page 25, lines 19-22. 

a. If different from the answer to the immediately preceding question, class revenues 
and class cost responsibilities contained in Mr. Peterson’s study, and any other 
specific contents of Mr. Peterson’s study, that were relied upon as a guide for the 
realignment of class revenue responsibilities. 

b. Please quantify the amount of class revenue responsibilities the Company 
proposes to effectuate through its proposals in this case. 

Please explain the circumstances under which the Company would extend its mains and 
incur other costs in order to connect a gas cooking only customer. Have there been any 
such hook-ups since the Company’s last rate case? If so, how many? 

Same question as immediately above, but this time dealing with hooking up a gas 
cooking only customer from an existing main. 

Please provide that portion of proposed tariff that details Western’s proposed Margin 
Loss Recovery Rider. 

In Mr. Smith’s opinion, would the statement “ ... any contribution made by a major 
customer to the Company’s fixed costs is better than none ...” be true of only major 
customers? Or of all customers? Explain. 

Reference Mr. Smith’s testimony at page 30, lines 28-30. Please provide the referenced 
incremental costs, both conceptually and quantitatively, for Western. 

Reference Mr. Smith’s testimony at page 3 1, lines 4-5. 

a. Please provide Mr. Smith’s opnion as to what constitutes an over assignment of 
fixed joint and common costs to the industrial class. 

b. Is there such an over assignment in this case? If so, please explain why, and the 
amount of such over assignment, in Mr. Smith’s opinion. 
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58. 

59. 

60. 

61. 

62. 

63. 

64. 

65. 

Please provide the Atmos companies Margin Loss Recovery tariff provisions in their 
Tennessee, Georgia and South Carolina’s operations. 

Reference Mr. Smith’s testimony at page 3 1,  lines 1 8-23. How would the margin from a 
new industrial customer affect a margin loss adjustment? Explain. 

Reference Mr. Smith’s testimony at page 35, lines 6-13. 

a. Please indicate Mr. Smith’s opinion as to the dollar amount for a typical 
residential heating customer that results in the referenced harm to the customer. 

b. Please provide the dollar amount for a typical residential heating customer that 
results in the referenced substantial harm. 

Please provide Western’s affiliate, United Cites Gas Company, Tennessee and Georgia’s 
WNA tariff. 

Reference Mr. Ives’ testimony at page 3, line 7. What is a cross-class subsidy in the 
allocation of costs? Explain, and provide the numerical amount of claimed cross-class 
subsidy in the allocation of costs. 

Reference Mr. Ives’ testimony at page 3, lines 28-29. Is Mr. Ives saying here that Mr. 
Smith is proposing rates that would shift revenue responsibility to the residential class? 
If not, explain how Mr. Smith is proposing to increase the share of costs allocated to the 
residential class. 

Reference Mr. Ives’ testimony at page 5, lines 9-1 1 .  Does Mr. Ives believe that Western 
administers its current new customers hook-up program so that the new potential 
consumption and revenue warrants the capital expenditures and makes the investment 
economically feasible? If yes, please explain the logic Mr. Ives uses in reaching his 
conclusion. 

Reference Distribution Mains Study, Sheet 7 of 9 (shows minimum system and zero- 
intercept data). 

a, Explain how it is that the two methods, which are supposed to reveal the customer 
component of distribution mains can indicate that 78.32 percent of mains costs are 
customer related on the one hand, and that 22.64 percent of mains costs are 
customer related on the other hand. 

b. Please provide the study and workpapers that support the $49,014,175 customer 
amount of mains. 

c. Please provide the set of data points that were regressed to determine the slope in 
Y - A + B * X relationship between pipe size and cost. 

11 



66. 

67. 

68. 

69. 

70. 

71. 

72. 

73. 

74. 

75. 

d. Provide all measures of goodness of statistical fit that are calculated in the 
software package used to regress pipe size and cost. 

Explain the Company’s understanding of the theory of how the minimum system concept 
and the zero-intercept concept reveal the customer component of distribution mains. 

Explain why the Company chose to use the zero-intercept method of determining 
customer costs of distribution mains rather than the zero-intercept method. 

Reference Mr. Ives’ testimony at page 6, lines 3-5. Explain how new residential hook- 
ups that result in monetary loss to the Company are consistent with Mr. Ives’ testimony at 
page, 5 ,  lines 9-1 1. 

Reference Mr. Ives’ testimony at page 6, lines 7-10. Please provide a numerical example 
showing for a given amount of revenue from the proposed charge at Mr. Ives’ choosing, 
the amount that would be credited to plant, the amount that would become a tax expense, 
the amount of tax expense, and the amount that become return. 

Reference Exhibit DMI-2, Schedule 1 of 2. Please provide information in the same 
format that is limited to facility investment related only to, or changes between the two- 
time period solely because, facility investments associated with new customer additions. 

Reference Exhibit DMI-3, Schedule 1. Presumably, since Western’s customers are 
already responsible for the costs of services from the curb or property line to the gas- 
using structure, the $906.94 services cost per customer is the cost of the service line from 
the main to the curb, cub box, or property line. Please explain why it is that the cost of 
services is about 2.7 times the cost of mains, per customer, as shown on this exhibit. 

Explain why the “return on investment” portion of the proposed premises charge needs to 
be gross-up for income taxes. 

If Western is not going to depreciate the Excess Investment (Ives’ testimony, page 10, 
line 12), for either book andor tax purposes, please explain why not. 

Assume, in a two-person world, person A owns the only house and refuses to sell to 
person B, necessitating that person B build a new house. Further assume that the cost of 
extending utility service to the new house costs $100 more than the embedded cost of 
utility facilities to the already existing house. In Mr. Ives’ opinion, who has caused the 
utility to incur the extra $100 cost? Please explain. 

Reference Mr. Ives’ testimony at page 13, lines 1-2. Is the 10 percent amount a 10 
percent per year amount? Or is it a 10 percent of the initial premises charge amount? 
Other. Please explain, and provide a numerical example within and a numerical example 
without the 10 percent range. 
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76. Reference Mr. Ives’ testimony at page 18, lines 16-20. Please provide workpapers 
detailing the $15.44/year and the $2.4 million amounts. 

77. Reference DMI-5, Schedule 1 of 2. Provide workpapers detailing the derivation of each 
the Return of Excess Investment charges and each of the Carry Cost on Excess 
Investment charges (6, in total) shown in the Demand Charge for Month section of this 
schedule. 

78. Reference DMI-5, Schedule 1 of 2. Please show how the annual revenue provided by 
this rate is sufficient each year, and no more than sufficient, to recover total excess 
investment, return, taxes on return, and, apparently, taxes on recovery of excess 
investment. 

79. If a new hook-up was subject to the proposed premises’ charge for 14 years, was sold but 
vacant for one year, what would be the premises charge responsibility of the new 
owners? One year? None? Other? Explain. 

80. How and when would new owners of a re-sold residence subject to a premises charge 
find out about the applicability of such a charge? 

8 1. Are potential investors aware that Western currently does not have a premises charge? If 
so, explain how such information has not been factored into their decisions as to whether 
to invest in Western, other utilities, or any other business. 

82. Reference Exhibit DMI-5, Schedule 1 of 2. Please provide the capitalized O&M expense 
included in the $858.15 total excess investment. 

83. Please provide a demonstration that the proposed pricing scheme for the total excess 
investment produces the same cost to ratepayers as would tradition Kentucky regulatory 
treatment of these same excess investment costs. 

84. For the traditional regulatory treatment assume the total excess investment is allowed into 
rate base. Qualifying for recovery and return and associated taxes. If the costs to the 
ratepayer are different, please explain why the costs are different, and provide the annual 
and total costs to ratepayers under your proposed regulatory scheme for total excess 
investment and under the traditional regulatory scheme. 

85. Please provide depreciation rates for mains, services, meters and regulators, all of the 
types included on Exhibit DMI-1, Schedule 1. 

86. Assume a mains extension project to hook-up a new customer costs $750.00. Consistent 
with Western’s Distribution Mains Extension Rules and Regulations, suppose $500.00 is 
incurred at no cost to the customer, and Western charges the customer for the extra $250 
cost, plus another, say, $125 for income taxes. Please provide a balance sheet indicating 
how the Company’s plant accounts would appear before and after this project. Please 
include account numbers affected by this project. 
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87. 

88. 

89. 

90. 

91. 

92. 

93. 

94. 

95. 

96. 

97. 

Please provide the amounts of contribution in aid of construction booked in 1998. 

Reference Exhibit DMI-3, Schedule 1. Are the total cost of installed units amounts gross 
plant amounts? Plant amounts net of CIAC? Other? Explain. If the amounts are not 
gross plant amounts, please provide the itemized additions (by amounts and description) 
that are necessary to convert the referenced amounts to gross plant amounts. 

Normally, constant capital cost recovery implies a diminishing stream of revenue 
requirements (costs) over time. Normally, a constant annual payment implies an 
increasing recovery of capital costs. Your Total Excess Investment cost recovery scheme 
embodied in your proposed Premises Charge is characterized by both constant prices and 
constant capital cost recovery. Explain conceptually on how you derived your constant 
paymentlconstant cost recovery Premises Charge(s). If the arithmetic of this requested 
derivation has already been included as part of a response to some other OAG question, 
please reference that response. If not otherwise provided, please provide the workpapers 
showing the requested derivation. 

Please provide storage injections and withdrawals on a daily basis for 1998. 

Reference FR 10(9)(v), page 5 .  Please describe the $2,009.995 “Other” plant on line 19. 
Indicate the accounts that house this plant. 

Reference FR 10 (9)(v), page 6.  Please describe the $332,43 1 A&G, line 3. Indicate the 
accounts that house this expense. 

Reference FR 10(9)(v), pages 10, 1 1, 12 and 13. Please provide workpapers showing the 
derivation of the 2 percent, 98 percent, 64 percent, and 36 percent splits in the various 
accounts. Explain why the referenced percents are utilized. 

Wherever the Design Day Factor B is utilized in total on in part (as with the P&A factor), 
please explain why the Design B factor is believed to be appropriate and why the Design 
A factor was not used. 

Reference FR 10(9)(v), page 19. Please indicate the sources of numbers that total to each 
individual cost shown in column (a). 

It appears that the Distribution Mains investment is classified customer/demand on the 
basis of the reported “Regression Minimum” zero-intercept results reported on Sheet 7 of 
9 on schedules following your filed class cost of service study. Please confirm this 
understanding, or explain the basis of your distribution mains customer/demand split, if 
this understanding is not correct. Provide workpapers if the C/D split is other than as 
understood and explained herein. 

Reference page 10, lines 23-27, of Mr. Smith’s testimony. Please provide the analysis 
performed by the Company to determine the appropriate weights for each station. 
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98. 

99. 

100. 

101. 

102. 

103. 

104. 

105. 

106. 

107. 

Reference page 10, line 29 through page 11, line 2 of Mr. Smith’s testimony. Please 
provide a copy of the referenced report for each of the five stations listed on page 10, 
lines 23-27. 

Please provide the actual annual heating degree days observed during the period 1961- 
1990 for each of the five stations listed on page 10, lines 23-27. 

Reference page 36 of Mr. Smith’s testimony. Please provide illustrative examples 
complete with calculations separately showing the WNA for the residential heating- and 
man-heating customers under conditions 10 percent colder and warmer than normal. 

Reference P.S.C. Seventy-First Sheet No, 5.  Please explain the basis for the different 
Expected Gas Cost Component for the various sales rates. Provide copies of documents 
which show how the various rates are derived and on what basis the differences are 
justified. 

Reference Mr. Smith’s testimony on page 3, lines 3-13. Please provide the average 
margin per customer by customer class under present and proposed rates. 

Reference Mr. Smith’s testimony at page 16, lines 1-2. Please define subsidy as that term 
is used by Mr. Smith. 

Please explain the circumstances under which Western’s discount policy would result in 
increasing a discount. What economic or other factors have to change to in order for 
Western to agree to a higher discount? 

Explain which of the circumstances requested in the immediately preceding question 
changed so that Western’s response was to increase discounts by $800,000? (Mr. 
Smith’s testimony, page 14, line 20.) 

Please explain the circumstances under which Western’s discount policy would result in 
decreasing a discount. 

(Reference Mr. Smith’s testimony, page 16, line 20.) 

a. Cite any reference material that supports Mr. Smith’s statement. 

b. Define margin component as that term is used by Mr. Smith. Please quantify, if 
possible. 

c. Please provide the number of Western’s special contract customers for which the 
referenced statement applies. As part of this response, please provide any 
numerical documentation of how gas costs represent a major component of the 
special contract customer’s costs. 
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108. 

109. 

110. 

111. 

112. 

113. 

d. Indicate the impact of the $800,000 increased discount on the earned return of the 
affected customer operations in Kentucky. 

e. Specifically, provide gas costs as a percent of total costs for each customer 
afforded a discount. 

f. For each customer who received a portion of the $800,000 increased 
discount, what would the result have been of denying the discount? 

(Reference Mr. Smith’s testimony, page 17, line 15.) Please provide the tariff sheets 
applicable to the 13 referenced customers. 

What is the pipe diameter size of the smallest mains that Western, as a practical matter, 
installs today? 

How many customers are served from mains of the size requested in the question 
immediately above? 

Reference Mr. Smith’s testimony at page 20, lines 13-15. Cite any authoritative text that 
supports Mr. Smith’s contention that prices that produce above average and below 
average returns on allocated embedded costs of service are uneconomic price signals. 

Reference Mr. Smith’s testimony, pages 29-31. By way of illustrating your proposed 
Margin Loss Recovery Rider, assume the following for an industrial customer in a test 
year. 

Deliveries 100,000 Mcf 
Margin 1 5 $/Mcf 

a. In a post-test year, assume deliveries to this customer are 80,000 Mcf and the 
margin had to be discounted to lO$/Mcf to avoid bypass. Show the calculations 
producing the lost margins for this customer. 

b. In a post-test year, assume deliveries to this customer are 200,000 Mcf, and 
margin had to be discounted to 10$/Mcf to avoid bypass. Show the calculations 

0 producing the lost margins for this customer. 

Reference Mr. Peterson’s testimony at page 4, lines 16-2 1. 

a. Please provide the footage amount and cost amount of each of the six-inch and 
eight-inch mains additions that were excluded from your study. 

b. Explain exactly how the inclusion of the cost per foot of the excluded 6- and 8- 
inch pipes would distort the distribution mains’ regression analysis. 
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114. Reference Mr. Peterson’s testimony, page 1 1, lines 3-14. 

115. 

116. 

117. 

118. 

119. 

120. 

121. 

122. 

a. Did Mr. Peterson or Western investigate the use of the minimum system 
methodology for use in this proceeding? If no, why not. 

b. If the answer to a. is yes, please provide any assembled minimum system cost 
data, any calculations, and any results of any study of the minimum system 
methodology performed on the Western system. 

For the ten largest company construction projects to provide service to new customers (as 
opposed to construction projects related to maintenance) since 1995, please provide the 
information provided to managers responsible for the approval of such projects. 

Did Mr. Peterson or the Company investigate whether a curvilinear relationship between 
unit cost and pipe diameter produced a statistically better relationship than a linear 
relationship? If not, why not? If yes, please provide the study and its results. 

Please have Mr. Peterson describe, based on his understanding of Western’s operations 
and his understanding of local distribution company operations in general, the basic 
service that the Company provides to its end user sales and transportation customers. 

Please provide a map of the Western natural gas distribution system. Please annotate the 
map to locate pipeline interconnections, and any LNG or propane or other peak shaving 
facilities. 

a. Please provide a listing of all allocation factors and their numerical values. 

b. Separately for each demand factor, explain what each factor is (e.g., peak demand 
on design day excluding transmission customers, etc.) and how that factor differs 
from other demand allocation factors. 

c. Separately for each customer allocation factor, explain what each factor is and 
how that factor differs from other customer allocation factors. 

For each demand allocator, please state the basis for the amounts of interruptible 
customer demands included in the allocator. If the interruptible customer demands used 
to determine the demand allocators are less than the actual interruptible demands during 
recent peak demands, explain why the smaller demands, have been used. 

Please identify the probability of design peak day occurrence for the Company’s design 
peak day criteria. Include supporting workpapers and documentation. 

Please provide a detailed supply and requirements schedule for the Company’s three most 
recent annual peak days, including the 1996-97 winter season. The schedules should 
include deliveries to meet demands by source (Le., FTS, contract storage service, on- 
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123. 

124. 

125. 

126. 

127. 

system storage, propane, etc. by pipeline rate schedule) and requirements by customer 
class. Separately identify deliveries and requirements for transportation customers. Also 
provide the Company’s daily sendout sheet for each peak day and the applicable weather 
data. 

Please provide a summary identifying the salient features of each of the following 
currently in effect. Salient features include contract party, effective term and applicable 
contract entitlements (daily, annual, seasonal, etc.). 

a. All firm transportation and no-notice agreements by type. Indicate whether the 
capacity is available at the Company’s city gate to meet design day requirements 
or is upstream capacity. Identify the applicable downstream pipeline for each 
upstream arrangement. 

b. All storage, gathering and exchange agreements. Indicate if each agreement 
provides design day capacity at the city gate or requires separate transportation 
(identify) service to effectuate delivery. Include any on-system storape and Deak 
shaving facilities used by the Company. 

c. Please reconcile the capacity entitlements identified in subparts a and b with the 
design day entitlements provided in response to the previous question. 

Please provide a detailed description of the Company’s meter testing and change-out 
program. 

Please identify the bill preparation time required for each rate schedule/customer class 
reflected in the Company’s cost of service study. Include copies of any analyses or 
studies conducted by the Company examining this issue. 

For each rate schedule/customer class reflected in the Company’s cost of service study, 
please: \ 

a. identify the number of meters in service; 

b. identify the number of times each month the meters of the various rate 
schedules/customer classes are physically read (Le., daily, bi-monthly with 
estimated readings on alternating months); and 

c. provide copies of any analyses or studies prepared by the Company examining 
meter reading time requirements by the various classes of customers served. 

Please provide copies of any analyses, studies or documents which identify the frequency 
of billing inquiries by customer class and the time required to address those inquiries. 
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128. 

129. 

130. 

131. 

132. 

133. 

134. 

135. 

136. 

137. 

Please identify: 

a. the O&M account in which costs associated with the Company’s account 
representatives are reflected; 

b. total expenses associated with account representatives; and 

c. the number of representatives servicing or assigned to each particular customer 
class. 

Please provide actual and weather normalized sales volumes and number of customers by 
rate schedule for each month from January 1998 through that most recently available. 
Include supporting normalization workpapers and documentation. 

Please provide actual and weather normalized transportation volumes and number of 
customers by rate schedule for each month from January 1998 through that most recently 
available. Include supporting normalization workpapers and documentation. 

Please provide copies of any studies conducted by the Company which examine the 
effect of transportation customer imbalances on system sales customers‘ gas costs. 

Please provide a schedule separately identifying all interruptions of transportation or 
retail sales service on the Western system since 1994 due to capacity constraints on 
Western’s distribution system, Identify the length of interruption, the volumes 
interrupted, the rate schedule of the interrupted customers, and the area in which 
interruptions occurred if the interruption was local rather than general on the Western 
system. 

Please explain how often most of Western’s transportation customers generally revise 
their nominations for deliveries into Western’s system by class. Hourly, daily, monthly? 

Please identify the monthly quantity of standby service reserved by transportation 
customers during the period January 1996 to present. 

Please provide all workpapers, calculations, documentation and studies relied upon or 
utilized to develop each allocation factor reflected in the Company’s cost of service 
study. Include copies of all computer files on Lotus 1-2-3, Quattro or Excel format. 

Please provide a copy of the Company’s cost of service,study on computer diskette in 
Lotus 1-2-3, Quattro or Excel format. 

Please provide copies of all studies and analyses prepared by the Company which 
examine usage per customer for new homes and converting customers, and the usage per 
customer for new homes and converting customers with that of present customers. 
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138. 

139. 

140. 

141. 

142. 

143. 

144. 

145. 

146. 

List all the different pressures utilized by Western in the operation of its system, and 
explain the operation of Western’s system with respect to change in gas pressures and the 
reason for the changes in gas pressures. 

For 1966, 1997 and 1998, please provide the following information regarding Western’s 
distribution (gas delivery) system: 

a. The highest peak day and each classes’ contribution to that peak day; 

b. The non-coincident peak (NCP) by the class and time of occurrence; 

c. The highest three-day peak and each classes’ contribution to that three-day peak; 

d. Western’s design peak day; 

e. The amount of firm and interruptible load by rate class in the CP and NCP data; 
and 

f. A reconciliation of these factors with the demand allocators utilized in Western’s 
gas cost of service study. 

Explain why the GRI R&D Unit charge is not applicable to T-3 and T-4 carriage service, 
as proposed. 

Will application of the Waiver Provision discretion included in the GRI tariff cause the 
unit charge to increase for other customers subject to the charge? Explain. 

Why is the DSM surcharge proposed to be applicable only to residential customers? 

If a cost basis is claimed for the application of the DSM surcharge only to the residential 
rate class, please explain how a residential customer who does not participate in the DSM 
program is anymore responsible for the incurrence of the DSM costs thah a customer in 
any other class. 

As detailed as possible, describe costs that are incurred by or on behalf of the 
collaborative process. (Mark’s testimony, page 20, lines 5-6.) 

Please provide workpapers detailing the actual and estimated expenses shown on Exhibit 
MM-2. 

With regard to Mr. Smith’s testimony on pages 10- 1 1, please provide all workpapers and 
supporting documentation showing: 

a. 

b. 

The development of the weighting percentages assigned to the five N O M  First 
Order Weather Stations. 
The derivation of the composite normal of 4340 HDDs. 
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147. 

148. 

149. 

150. 

151. 

152. 

153. 

154. 

155. 

156. 

Please provide a copy of any memoranda, studies, or other written documents which 
discuss the selection of the appropriate NOAA Stations for purposes of calculating 
HDDs, the time period to be utilized in defining normal HDDs, and other considerations 
researched and assessed by Western in consideration of proposing a WNA. 

Please explain in detail how the Company proposes to calculate base load (BL) and the 
heat sensitive factor (HSF) for purposes of its WNA. 

Please state whether the Company is proposing to determine normal degree days (NDDs) 
for WNA purposes in the same manner as discussed on pages 10-11 of Mr. Smith’s 
testimony. If not, please explain in detail how Western intends to calculate NDDs for 
WNA purposes. 

Please identify each rate schedule and billing classification for which Western is 
proposing to develop a separate Weather Normalization Adjustment Factor (WNA 
factor). 

Please provide workpapers showing the calculation of the Base Load (BL) for each 
separate billing classification to which a WNA factor would have applied had the WNA 
been in effect during the winter of 1998-99. 

Please provide workpapers showing the calculation of the heat sensitive factor (HSF) for 
each separate billing classification to which a WNA factor would have applied had the 
WNA been in effect during the winter of 1998-99. 

Please provide workpapers showing the calculation of the weighted average rate (R) of 
temperature sensitive sales for each separate billing classification to which a WNA factor 
would have applied had the WNA been in effect during the winter of 1998-99. Show the 
calculation at both present and proposed rates. 

Please indicate whether it is correct that the same WNA factor would apply to all 
customers within a given billing classification regardless of their individual usage or 
other characteristics. If not, please explain. 

Please indicate whether it is correct that the WNA factor will apply to all consumption of 
each customer in a given month. If  not, please explain how the WNA factor will be 
applied. 

Please state whether the Company has prepared a “backcast” or similar analysis showing 
the affect which the WNA would have had on monthly revenues during the winter of 
1998-99, had it been in place. If yes, please provide a copy of the analysis including all 
workpapers and supporting documentation. If not, please explain why not and explain 
how the company verified the reasonableness and accuracy of its proposed WNA. 

21 



157. 

158. 

159. 

160. 

161. 

162. 

163. 

164. 

For each billing classification to which a WNA factor would have applied had the WNA 
been in effect during the winter 1998-99, please provide comparison of the actual 
consumption in each month versus the amount predicted by the formula (BL +(HSF 
xADD) included in the company’s WNA factor. 

Please provide a copy of the tariffs of the United City Gas Company affiliates in 
Tennessee and Georgia which address those companies’ WNA programs. 

Please explain any differences between the WNA which the Company has proposed and 
the WNAs in effect for its United Cities Gas Company afiliates in Tennessee and 
Georgia. 

Please identify each of the companies affiliates in other states, indicate whether they have 
previously sought approval of a WNA or similar mechanism, and state whether such a 
mechanism was approved, and, if approved, when. 

Please identify the incremental or decremental revenues which the United Cities Gas 
Company affiliates in Tennessee and in Georgia have realized in each winter heating 
season since those Companies have implemented their W A S .  

\ 

With reference to page 8, line 13, of Mr. Gruber’s testimony, please provide evidence of 
the declining trend in revenues since 1995. 

With reference to four business initiatives discussed beginning on page 12 of Mr. 
Gruber’ s testimony, please provide the following: 

a. The dates on which each initiative was or will be implemented. 

b. The total projected (actual, if implemented) investment required for each 
initiative. 

c. The annual operating costs included in the forecasted year associated with each 
initiative (separately list one-time or start-up costs). 

d. The savings to be derived from each of these initiatives. Differentiate the annual 
savings from one-time (non-recurring) savings, and identify the savings reflected 
in the forecasted test year. 

e. Discuss how the costs and savings from these initiative have been reflected in the 
cost of service. 

With reference to page 16, lines 10 through 18 of Mr. Gruber’s testimony: 

a. Please provide a listing identifying and describing each of the IT projects, the 
implementation date, the required investment, the total investment through the 
most recent date available, and the annual and one-time savings and costs. 
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165. 

166. 

167. 

168. 

169. 

170. 

171. 

172. 

e 

b. With respect to the Y2K and the Oracle expenditures, please identify the 
forecasted test year amounts and explain how the investment, the annual costs and 
annual savings have been reflected in the cost of service. 

With respect to the positions eliminated as a result of the AtmosAJnited Cities merger as 
discussed on pages 19 and 20 of Mr. Gruber’s testimony, were there any costs that are 
being amortized over more than one period? If so, please identify the costs, the amount 
included in the forecasted test year cost of service, and the date(s) on which the 
amortization will end. 

With reference to the Gas Meter Performance Control Program discussed on page 19 of 
Mr. Gruber’s testimony, please identify the “gains” from the program and explain how 
they have been reflected in the cost of service. 

Please provide copies of all contracts andor corporate documents between WKG and 
Shared Services that cover the provision of products and services and the allocation of 
costs between the two entities. 

With reference to lines 1 through 7 of Mr. Fischer’s testimony, please provide the list of 
services that Shared Services currently provides to WKG, and the list of services that 
Shared Services is expected to provide during the rate effective period. 

Please provide a workpaper that provides the actual annual charges from Shared Services 
to WKG from the inception of Shared Services in 1997 through 1998, and the monthly 
charges for 1999 through the most recent date available. Please indicate any portion of 
these charges that are charged to non-O&M accounts. 

According to page 7, lines 18 and 19 of Mr. Fischer’s testimony, over the next 2 to 3 
years increased emphasis will be placed on Shared Services’ productivity and improving 
the quality and prices of its products. Please state what goals or targets have been 
established for productivity and the quality and pricing of products and services. Also 
indicate how achievement of these goals has been reflected in the cost of service for 
WKG. 

With reference to the testimony of Ms. Buchanan at page 4, lines 26 through 30, please 
provide a workpaper showing the derivation of the capitalization factor used to derive the 
level of depreciation expense. 

With reference to the discussion on the O&M budgeting process and preparation in Ms. 
Adams’ testimony: 

a. Please explain how contingencies are handled in the O&M budget preparation. 
How are the amounts for contingencies derived and monitored? Provide the level 
of contingencies included in forecasted test year. 
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173. 

174. 

175. 

176. 

177. 

178. 

b. ’ In those instances where year-to-date costs and the remaining months’ proposed 
O&M budgets are used as guidelines for the forecasted test year costs, as stated 
on page 4 of Ms. Adams’ testimony, please explain exactly how those amounts 
are used. Were escalation or inflation rates applied to a base year amount? If so, 
for the forecasted test year, provide the escalation rates, the base year amounts, 
and explain how the escalation rates are derived? 

With reference to page 8, line 22 through page 9, line 8 of Ms. Adams’ testimony: 

a. Please provide a workpaper which separately shows the derivation of the 
$400,000 increase to fill vacant positions, and the $290,000 attributable to the 4 
percent wage increase. 

b. For the last five completed fiscal years, please provide an analysis that shows the 
proposed labor increase included in the O&M budgets and the actual increase 
granted for each year. 

c. For the last five completed fiscal years, please provide an analysis that shows the 
proposed benefits percentage included in the O&M budgets and the actual 
benefits percentage for each year. 

With reference to the discussion on O&M budget control and monitoring beginning on 
page 5 of Ms. Adams’ testimony: 

a. During the year, are O&M budgets ever revised after being adopted? If so, please 
explain the process of revising the budget. Indicate the criteria that would justify 
a revision to the adopted O&M budget. 

b. Is there a threshold below which O&M budget variances are evaluated in the 
manner similar to instances where actual costs exceed the budget by more than 5 
percent? If so, please indicate the level of decrease.which will trigger such an 
evaluation. 

Please provide supporting documentation that shows the FY 1999 O&M budget as of 
March 1999 being on target as stated on page 6, line 20 of Ms. Adams’ testimony. 

Please provide copies of all monthly and quarterly O&M budget variance analyses, 
including variance explanations, for FY 1999 to date. Please provide additional reports 
as they become available. 

Please provide copies of the quarterly O&M budget variance reports explanations for 
each year presented in the chart on page 6 of Ms. Adams’ testimony. 

Please disclose any changes to WKG budgeting (O&M and capital) and accounting 
policies that became effective during 1998 and after. 
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179. With reference to Ms. Adams’ testimony at page 7, lines 7 and 8: 

I 18 1. Please provide workpaper that presents the following annual data for contract labor for 

months during the base period. 
I FY 1994 through the forecasted test year. Provide actual monthly data for the available 

a. Is WKG self-insured for employee medical coverage? If so, please explain how 
medical insurance costs are recorded and include an explanation of the use of the 
reserve. 

b. If medical costs are accrued monthly, please explain how the accrual amount is 
determined. Include any workpapers that quantify the forecasted test year 
amount. 

c. Please identify the level of medical costs included in the forecasted test year cost 
of service, and explain how they were determined. Include any workpapers that 
quantify the forecasted test year amount. 

180. With reference to page 7, lines 23 through 25 of Ms. Adams’ testimony, please explain 
why the September 2000 amounts were used for the first three months of the 2001 fiscal 
year instead of using the zero based approach of budgeting. 

a. Number of contractors; 

b. Total. contract labor payroll broken down by O&M, capital and non-O&M 
accounts; and 

c. Contract labor overtime payroll broken down by O&M, capital and non-O&M 
accounts. 

182. With reference to the discussion on labor beginning on page 8, line 22 of Ms. Adams’ 
testimony: 

a. Please explain why there would be an increase in O&M payroll costs if the 
employees hired are replacing contractors who were performing mostly 
construction activities. 

b. According to page 8, lines 28 to 30 of Ms. Adams’ testimony, the Company “did 
not budget to reflect a full complement of employees for FY 1999 because we 
were substituting contract labor for Western’s own employees.” In response to 
KPSC 1-69e, it is stated that “[nlone of our planned positions to be filled were 
previously held by contractors.” Please explain the apparent inconsistency in the 
two statements. 

c. When did the Company begin its practice of using contractors instead of 
employees? 
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183. 

184. 

185. 

186. 

187. 

188. 

d. Please provide the date on which the Company plans to begin hiring employees to 
replace contractors. 

e. Please explain how the costs of contractors were removed from the cost of 
service. Include in your response the amount removed and documentation 
supporting that amount. 

Please provide a statement that describes the Company’s planned use of contractor labor 
for the forecasted period. Indicate the level of contractor employees and the related 
O&M and non-O&M costs for the forecasted period, and the amount of contractor labor 
that the Company plans to eliminate. 

With reference to the communications expense included in the forecasted test year: 

a, Please provide workpapers and other documentation supporting the $300,000 
increase. 

b. Please provide an explanation of the reason communications expense was under- 
budgeted in FY 1999. 

When will the mobile data terminals (MDT) be installed on the Company’s 
vehicles? Are the MDTs replacing other equipment currently being used? If so, 
please identify the equipment being replaced and show how their costs were 
removed from the cost of service. 

c. 

d. Please provide an analysis that compares the budgeted communications expense 
with the actual expense for FY 1999 to date. 

With reference to the $250,000 increase in uncollectibles, presented on page 9, line 19 of 
Ms. Adams’ testimony, please provide documentation supporting the $250,000 increase. 

With reference to page 10, lines 3 and 4 of Ms. Adams’ testimony, please provide the 
basis for the 4 percent overall wage increase and supporting documentation for the 23 
percent benefits factor. 

With reference to page 10, lines 22 through 23, please provide the annual level of savings 
associated with Gas Meter Performance Control Program. Include in your response 
documentation showing the derivation of the savings amount. 

With reference to page 13, lines 13 through 15 of Ms. Adams’ testimony, please be 
specific as to the cost elements that cause the $172,000 increase in the Shared Services’ 
budget. 

26 



. 

189. 

190. 

191. 

192. 

193. 

194. 

195. 

With reference to the discussion on the capital budgeting process in Mr. Doggette’s 
testimony: 

a. Please explain how contingencies are handled in the preparation of the capital 
budget. How are the amounts for contingencies derived and monitored? 

b. Please provide the level of contingencies included in the FY 1999,2000 and.2001 
capital budgets. 

c. For the FY 1999, 2000 and 2001 capital budgets, please provide a breakdown of 
the growth and non-growth portions of expenditures. 

What is the overall capital spending goal for FY 1999-2001? Please explain how 
the capital spending goal is derived. 

d. 

With reference to the discussion in Mr. Doggette’s testimony relative to the control and 
monitoring of capital expenditures: 

a. Please explain whether the spending on any capital projects is affected when other 
capital projects exceed their approved funding levels. If so, please explain fully 
how spending on capital projects is interrelated. 

b. In instances where projects are delayed during a given fiscal year, are the 
approved funds available for use on other projects? If so, is there is a separate 
approval process for the shifting of funds? Please explain. 

c. Please explain the decrease in the capital budget between FY 1997 and FY 1998. 

Please provide copies of all monthly and quarterly budget variance reports on the FY 
1999 capital budget available to date. Please provide additional reports as they become 
available. 

Please provide copies of the quarterly capital budget variance reports with explanations 
for each year presented in the chart on page 8 of Mr. Doggette’s testimony. 

Please explain why a zero-based approach was not used to develop the forecasted test 
year capital budget. 

Please explain how the Shared Services’ capital budget is incorporated in the capital 
budget presented in Exhibit DHD-1. 

With respect to the development of the Shared Services’ capital budget: 

a. Please provide copies of FY 1999, FY 2000 and FY 2001 capital budgets. 
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196. 

197. 

198. 

199. 

200. 

201. 

202. 

b. Please provide backup documentation and explain how the budgets for FY 2000 
and FY 2001 were derived. If the budgets for those years were developed in a 
manner similar to the budgets presented in Exhibit DHD-1, provide rates (and 
supporting documents) used for overheads, maintenance and improvements, price 
increase. 

c. Please discuss all areas where the controls and monitoring of Shared Services’ 
capital budget differ from WKG’s capital budgeting practices. 

For Fiscal Year 1999 most recent date during 1999, please provide an analysis that shows 
the capital budget, the actual expenditures and the budget variance explanations. 

Please provide the following with respect to WKG’s pension expense: 

a. The pension plan actuarial study used to support the base period pension expense 
credit amount of $2,032,245. 

b. The most recent actuarial study for the pension plan. 

c. Supporting documentation showing the derivation of the $2,032,245 credit and 
budget credit to pension expense of $853,000. 

With reference to page 7, lines 4 through 7, of Mr. Burman’s testimony,. does he agree 
that as a result of those events WKG’s customers have prepaid the Company’s current 
pension obligation? If no, please explain. 

Does Mr. Burman agree that by setting the pension expense to zero, WKG will keep all 
benefits of the pension plan overfunded position? If no, please explain. 

Please provide the level of pension expense included in the cost of service of the 
Company’s last base rate case. 

With reference to FR 10(1O)(b)2.2, sheets 4 through 6, please explain why the plant in 
service schedules for the forecasted period do not include any amounts for retirements. 
Explain how retirements have been reflected for the forecasted period. 

With reference to FR 1 O( 1 O)(d)2.2: 

a. Please explain the cause of the reduction in marketing program expenditures in 
Adj. 4. 

b. Please explain the cause of the increase in communication costs and identify what 
the other minor adjustments are as presented in Adj. 5. 

c. Please explain the cause of the decrease in outside services in Adj. 6.  
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203. 

204. 

205. 

206. 

207. 

208. 

209. 

With reference to FR 10(10)(d)2.3, please explain the details relating to the PSC 
assessment for 1997 which is being paid in 1999. Why is the 1997 assessment being paid 
in 1999? Are there any interest and penalties related to the 1997 assessment? If so, 
please provide the forecasted test year amounts and state whether they have been 
removed from the cost of service. 

With reference to FR 1 O( 1 O)(f): 

a. Please confirm whether the membership dues on Schedule F-1 are included in the 
cost of service. 

b. Please show how the charitable contributions, country club dues, and employee 
activity costs on Schedules F-2.1, 2.2 and 2.3 were removed from the cost of 
service. 

c. The DSM amount and informational advertising amount on Schedule F-3 are 
slightly different when compared to the amounts presented on Schedule D-2.2 
(Adj. 4 and Adj. 7). Are they supposed to be the same? What accounts for the 
difference? 

d. Please show how the selling expense in footnote 5 on Schedule F-3 has been 
removed fiom the cost of service. 

Please provide workpapers and supporting documentation for the adjustments presented 
on Schedules D-2.1, 2.2 and 2.3. Reconcile the amounts presented Schedule on D-2.2 
with the amounts discussed on pages 8 and 9 of Ms. Adams’ testimony. 

With reference to FR 1 O( 1 O)(g), please provide workpapers and supporting 
documentation for the amounts in the Base Period and Forecasted Period columns on 
Schedules G-2 and G-3. Please reconcile the total payroll amount with the total amount 
shown in ADJ1 on D-2.2. Are the officers’ amounts on Schedule G-3 included in the 
total payroll on Schedule G-l? 

With reference to FR 1 O( 1 O)(b)5, please provide workpapers and documentation 
supporting the derivation of the deferred credits and accumulated deferred income tax 
balance. 

Please explain how the Company handled postretirement benefits other than pension 
(SFAS No. 106) expenses for ratemaking purposes. Explain any differences between the 
ratemaking and financial accounting treatment. Please provide the level of SFAS No. 
106 expense included in the forecasted test year cost of service. 

Please provide the actuarial study supporting the base year SFAS No. 106 expense and 
the most recent SFAS No. 106 actuarial study. 
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210. 

211. 

212. 

213. 

214. 

215. 

216. 

217. 

218. 

Please provide a copy of the Company’s uncollectibles accounting policy. How is the 
level of uncollectibles determined? Is it based upon a percentage of accounts receivable 
or a percentage of sales? 

For FY 1994 through FY 1998, please provide the following: 

a. I Billed revenues subject to uncollectibles; 

b. Uncollectibles written-off; 

C. Recoveries of uncollectibles; and 

d. Uncollectibles expense. 

Please provide the level of any gains or losses received or anticipated on the sale of utility 
property during the based period through the end of the forecasted test year. Include a 
description of the property, the dates and the amounts. 

Please provide the level of fines and penalties included in the cost of service for the 
forecasted period. 

Please identify and provide the level of payments other than membership dues to industry 
organizations that is included in the forecasted test year cost of service. Include a 
statement of purpose for each payment. 

Please provide the level of dues paid to the American Gas Association (AGA) and other 
organizations that are associated with lobbying activities. Indicate whether these costs 
have been excluded from the cost of service. 

Please provide the level of direct lobbying on behalf of WKG or Atmos Energy Corp. 
that is included in the forecasted test year cost of service. 

Please list all self-funded or accrued reserves for claims such as injuries and damage, 
insurance, pensions, etc., and provide the following for the base and forecasted test years: 

a. the level of monthly or annual accruals; 

b. actual b d s  paid out; 

C. the end of period balance; and 

d. explain how such reserves have been handled for ratemaking purposes. 

Please separately provide a list of deferred debits and deferred credits for WKG at of the 
end of the base period and the forecasted test year. 
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219. 

220. 

Please describe all plans the Company may have concerning early retirement, employee 
severance or corporate restructuring. 
Please provide a copy of all incentive or bonus compensation plans and provide the level 
of such expense included in the cost of service. 

221. With reference to the response to KPSC 1-3, 

a. Please explain whether the future test year expense level for OPEB includes both 
the pay-as-you-go amount and the accrued (actuarially determined) amount. 

b. Please provide a worksheet showing the OPEB expense previously allowed in 
rates; the annual level of total OPEB expense incurred or to be incurred for each 
year subsequent to rate recovery; the balance in the OPEB reserve account as the 
end of the future test year related to Western. 

222. With reference to the response to KPSC 1-8, FY 98 included $2.2 million of capitalized 
start-up costs related to service improvements. 

a. Please explain how startup costs were removed from the capital budgeting 
process, given that a “bottoms up” approach was not used. 

b. Please describe the type of costs that are included in the “various” category 
totaling $652,000. 

223. With reference to the response to KPSC 1-9(b), please explain why it is appropriate to 
use number of customers in determining Western’s share for the information technology 
strategy and Shared Services costs. 

224. According to Mr. Gruber’s testimony beginning on page 12 through page 15, he 
discusses four initiatives -- the Customer Information System, the Centralized Customer 
Support Center, the Information Technology Infrastructure and the Business Process 
Change. He states that those costs are separate from IT costs associated with the 
Oracle/Orbit system conversion. Please clarifl what the IT strategy costs presented in the 
response to KPSC 1-9(b) are. Specifically, are those costs related to only the four 
initiatives? Do they include the Oracle/Orbit conversion? Do they include only the 
Information Technology Infrastructure portion of the four initiatives as mentioned on 
pages 12 through 15 of Mr. Gruber’s testimony? 

225. With reference to the response to KPSC 1-10, please provide the amounts for Atmos 
A&G allocation, Western business unit allocation and the total capital budget for FY 96, 
97 and 98. 

226. With reference to the response to KPSC 1-10, please show the derivation 36.25 percent 
and provide the similar amount and calculation for FY 96,97 and 98. 
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227. 

228. 

229. 

230. 

231. 

232. 

233. 

With reference to the response to KPSC 1-16, please explain how Mr. Marks is aware of 
the Commission’s “understanding” of the process to which Western agreed. Provide any 
documents that delineates the Commission’s understanding. 

With reference to the response to KPSC 1-22, please provide a copy of the results 
(quantification) of the AEG evaluation of the impact of Detroit Edison’s low income 
program on uncollectibles. 

Did Western receive an Order from the Commission authorizing the deferral and 
recovery of the costs associated with WKG CARES pilot program? If so, please provide 
a cite for such an authority. If not, please explain why Western did not seek such an 
order. 

If there is not an Order authorizing deferral and recovery of WKG CARES pilot cost, is it 
Western’s position that a Commission authorization to defer costs is not necessary? 
Please explain and provide instances where deferral and recovery was allowed Without a 
previous Commission Order authorizing such treatment of costs. 

With reference to the response to KPSC 1-27, 

a. Please provide a breakdown of the components (weatherization, settlement of 
arrearages, etc.) of the costs for each year presented in the response to KPSC 1- 
27(a & c). 
If any pilot costs were incurred and expensed during the base period or included 
in the forecasted test year, please provide the amounts and state the nature of the 
costs. 

b. 

With reference to the response to KPSC 1-28, 

a. Does the amounts in the “Expenditures Amount” column represent the actual cost 
at completion? If not, please explain what those amounts represent. 

b. For categories other than Retirements & Salvage and Reimbursements, please 
explain what the other negative costs represent. 

With reference to the response to KPSC 1-34, 

a. Please explain how the “WKG %’ and “WKG $” for April 1999 through 
September 1999 were determined, given that the amounts for that period are 
projected. 

b. According to the response to KPSC 1-34(b), the “WKG %’ for the forecasted test 
year was determined using the approved WKG allocation percentage as set forth 
in each SSU’s contract with the business units. 
1. Please provide documentation showing the derivation of the allocation 

percentages for both the base and forecasted test periods. 

32 I 



. 
,’ 

ii. Are the allocation percentages for the forecasted test year the same as used 
for the April 1999 to September 1999 period? Please explain any 
differences. 

iii. If not previously addressed, please explain why the allocation percentages 
differ for the base period and the forecasted period. 

234. With respect to the response to KPSC 1-40(c), please explain how the KPSC fees are 
administered. Does the rate assessed change annually? Is the PSC fee a fixed amount 
assessed on the Company? Why does the tax liability as a percentage of revenues vary 
from year-to-year? 

235. With reference to the response KPSC 1-46, please explain the nature of the following 
items: 

a. Gilliland Rent I & I1 

b. Alliance Gas 

C. 

d. 

e. 

f. 

Ten Alliance Gas 

CIS Project 

Oracle Database Maint 

Monster Board - Internet 

Amer Gas Coaling Ctr. 

Southern Gas Association 

American Gas Association 

National Bank of Texas 

Int of Gas Tech 

If any items above are for organization membership, please explain what requires 
prepayment of membership fees. 

236. With reference to the response to KPSC 1-63, were any Y2K costs deferred? If so, please 
provide the level costs included in the forecasted test year expenses and cite the 
Commission Order authorizing the deferral of the Y2K expenses. 
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238. 

239. 

240. 

241, 

With reference to the response to KPSC 1-69a, when does Western expect to have the 
vacant positions filled? 

With reference to the response to KPSC 1-70, do the positions and number of employees 
listed include contractors employees? If so, please provide the amounts excluding 
contractors. 

With reference to the response to KPSC 1-7 1,  please show the derivation the forecasted 
year amount of $126,168. Include in your response a reconciliation of the $126,168 to 
the $300,000 presented on page 9 of Ms. Adams’ testimony. 

With reference to the response to KPSC 1-77, please provide: 

a. the derivation of the 9,000 average number of meters tested; and 

b. the source of the $49.82 and $24.09 for changing and testing. 

With reference to Schedule C-2.2, please explain: 

a. 

b. 

C. 

d. 

e. 

f. 

g. 

h. 

1. 

j. 

k. 

the negative amounts recorded during the base period in Account No. 8 140; 

the higher level of expenses recorded in Account No. 8560 during October 1998 
and September 1999; 

the higher level of expenses recorded in Account No. 8810 from April 1999 
through September 1999; 

the higher level of expenses recorded in Account No. 8910 from May 1999 
through September 1999; 

the higher level of expenses recorded in Account No. 8940 from March 1999 
through September 1999; 

the decreased level of expenses recorded in Account No. 9030 from April 1999 
through September 1999; 

the negative expense recorded in Account No. 9040 during November 1998 and 
June 1999; 

the 37 percent increase in Account 8200 during the forecasted period; 

the 104 percent increase in Account 8210 during the forecasted period; 

the 53 percent increase in Account 8250 during the forecasted period; 

the 142 percent increase in Account 8340 during the forecasted period; 
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m. 

n. 

0. 

S. 

t. 

U. 

V. 

W. 

the 220 percent increase in Account 8350 during the forecasted year; 

the 167 percent increase in Account 8360 during the forecasted year; 

the 54 percent decrease in Account No. 8500 during the test year; 

the 334 percent increase in Account No. 8620 during the forecasted test year; 

the 192 percent increase in Account No. 8650 during the forecasted test year; 

the 23 percent increase in Account No. 8780 during the forecasted test year; 

the 39 percent increase in Account No. 8800 during the forecasted test year; 

the 1 18 percent increase in Account No. 8870 during the forecasted test year; 

the 339 percent increase in Account No. 8920 during the forecasted test year; 

the 78 percent decrease in Account no. 9030 during the forecasted test year; 

the 63 percent decrease in Account No. 9 100 during the forecasted test year; and 

the 70 percent decrease in Account No. 9250 during the forecasted test year. 

242. With reference to FR 10(9)(u) Schedule 3, page 3, 

a. 

b. 

C. 

d. 

e. 

f. 

It is indicated that the Business Process Initiatives (BPI) amortization was not 
budgeted in the forecast period. Please explain what the BPI is, and why the 
amortization was not included in the forecast period. Were BPI costs included 
directly on Western books during forecast period? If so, why. 
Please explain the cause of the increase in lease expense. Provide the expected 
increase amount and workpapers supporting the derivation of the increase. 

Please explain the nature of technology project, the amount included in the 
forecasted period, and why those costs are no longer capitalized. 

Please identify and explain the nature of the projects that were deferred during the 
first half of the base period. Include the forecast year amount associated with 
each project. 

Please explain why transfer agent fees are not capitalized during the forecast 
period. 

Please provide a listing of positions to be filled, the annual expenses related to 
those positions and the forecasted period amount. 

35 



l 243. 

g. If the functions of the positions to be filled were being handled by contractors, 
please provide the number of contractor and the level costs associated with during 
the base period. If those positions were not filled with contractors, please explain 
how those job functions were handled. 

h. Please provide the number employees and the number of authorized positions for 
the Shared Services Unit for 1994 through 1999 year-to-date. Use the format of 
the response to KPSC 1-70. Include a column showing the level of contractor 
labor. 

i. Please provide an explanation of the variance related to Treasury, Risk 
Management and Purchasing. 

With reference to page 7, line 28 through page 8, line 3, please provide a workpaper 
supporting the conclusion about FY 1999 growth. Also, please update the analysis 
through the most recent date available. 

Respecthlly submitted, 

A.B. CHANDLER 111 
ATTORNEY GENERAL 

PaA ta.d s9rrrrpl 
David Edward Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, Kentucky 40601-8204 
(502) 696.5457 
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CERTIFICATE OF SERVICE AND FILING 

Counsel hereby certifies that an original and ten (10) photocopies of the foregoing Initial 

Request for Information by the Attorney General were served and filed by hand delivery to the 

Hon. Helen C. Helton, Executive Director, Public Service Commission, 730 Schenkel Lane, 

Frankfort, Kentucky 40601; furthermore, it was served by mailing a true and correct copy of the 

same, first class postage prepaid, to William J. Senter, Western Kentucky Gas, 2401 New 

Hartford Road, Owensboro, KY 42303 1312, Mark R. Hutchinson, Sheffer, Hutchinson & 

Kinney, 115 East Second Street, Owensboro, KY 42303, John N. Hughes, 124 West Todd Street, 

Frankfort, KY 40601, and Douglas Walther, Atmos Energy Corporation, P.O. Box 650205, 

Dallas, TX 75265, all on this 19th day of August, 1999. 

3e.d %&nJ88P”*o”A 
Assistant Attorney General 

99-070-IR1 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

August 19, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

SteDhanie %%* Bell 
Secketary of the Commission 

SB/sa 
Enclosure 



William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 

Hon. Robert M. Watt, 
Hon. J. Me1 Camenisch, Jr. 
STOLL, KEENON & PARK, LLP 
201 E. Main Street, Suite 1000 
Lexington, KY 40507 1380 
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COMMONWEALTH OF KENTUCKY 

I 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR ) 
AN ADJUSTMENT OF RATES ) 

CASE NO. 99-070 

O R D E R  

IT IS ORDERED that Western Kentucky Gas Company (“Western”) shall file with 

the Commission the original and 15 copies of the following information, with a copy to all 

parties of record. The information requested herein is due no later than September 3, 

1999. Each copy of the data requested should be placed in a bound volume with each 

item tabbed. When a number of sheets are required for an item, each sheet should be 

appropriately indexed, for example, Item 1 (a), Sheet 2 of 6. Include with each response 

the name of the witness who will be responsible for responding to questions relating to 

. the information provided. Careful attention should be given to copied material to ensure 

that it is legible. Where information requested herein has been previously provided, in 

the format requested herein, reference may be made to the specific location of said 

information in responding to this information request. When applicable, the information 

requested herein should be provided for total company operations and jurisdictional 

operations, separately. 



a e 

1. Refer to the response to Item 1 of the Commission’s July 16, 1999 Order. 

Provide the following information concerning WKG Storage, Inc. and Western Kentucky 

Energy Services, Inc.: 

a. 

b. 

c. 

Describe the nature of the affiliate’s business operations. 

Indicate when the affiliate was established. 

Indicate whether any of Western’s assets, liabilities, capital, or 

personnel were transferred to either affiliate. 

2. Concerning transactions between Western, Atmos Energy Corporation 

(“Atmos”), and any other Atmos regulated divisions or non-regulated affiliated 

subsidiaries: 

a. For the base period and the five previous fiscal years, provide a 

schedule showing the total dollar value of affiliated party transactions between (1) 

Western and Atmos and (2) Western and all other Atmos affiliates. The schedule 

should separately identify the affiliate and the total dollar value of that affiliate’s 

transactions for each of the periods requested. 

’ b. For the base period and the five previous fiscal years, provide a 

description of any transaction between Western and Atmos, or Western and an Atmos 

affiliate, where the dollar value of the transaction equaled or exceeded $100,000. 

Identify which entity was the provider and which was the acquirer. Also, explain in detail 

how the value of the transaction was determined (cost, fair market value, etc.). 

c. Does Western attempt to estimate the dollar level of its affiliate 

transactions in its budgeting process? If yes, explain in detail how the estimate is 

determined. If no, explain why this is not done. 
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d. For the base period and the five previous fiscal years, provide an 

analysis comparing the total dollar value of affiliated transactions Western incorporated 

in its fiscal year budget to the actual amount expended. Include an explanation for any 

differences between budgeted and actual amounts that exceeded 5 percent. 

e. For the forecasted period, provide the total dollar amount of 

affiliated transactions incorporated into the budget. Explain how Western determined 

that amount. 

3. Refer to the response to Item 3 of the Commission’s July 16, 1999 Order. 

Provide the accounting entries Western normally would make to its books to record its 

post-retirement employee benefits (“OPEB”) during a fiscal year. Identify the account 

numbers and titles used, as well as a description of each transaction. 

4. For the forecasted period, the base period, and the five previous fiscal 

years, provide the following information concerning Western’s OPEBs. In addition, 

explain how the items requested below were determined for the base and forecasted 

periods. 

a. The amount of OPEB claims incurred and funded. 

b. 

c. 

The amount of OPEB claims actuarially determined. 

The amount of the OPEB liability recorded for each period. 

5. Concerning Western’s OPEBs, provide citations to the applicable 

generally accepted accounting principles that support Western’s accounting treatment. 

6. Refer to the response to Item 3, Sheet 5 of 5, of the Commission’s July 

16, 1999 Order and the reference to the response to Item 59(b). The response to Item 

59(b) appears to deal exclusively with the impacts of weather on Western’s customers’ 
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gas usage. Explain how the average decline in Mcf/year/customer, which apparently is 

based on this weather-related impact analysis, is indicative of the effects of 

conservation on Western’s gas sales. 

7. Refer to the response to Item 9 of the Commission’s July 16, 1999 Order. 

Western has indicated that the approach used to develop the capital budgets submitted 

in its application was not consistent with the approach normally used. Western has also 

indicated that it has not performed any analysis or review to determine if the “baseline” 

forecast approach produces a result similar to the usual “bottom up” approach. Explain 

in detail how the results of the baseline forecasting approach can be considered 

reasonable without some verification that the results from this approach are similar to 

the normal capital budgeting approach utilized by Western. 

8. Refer to the response to Item 9Q of the Commission’s July 16, 1999 

Order. Explain in detail why an allocation factor based on Western’s percentage of 

customers to the total Atmos customer count is appropriate. 

9. Refer to the response to Item 10 of the Commission’s July 16, 1999 Order. 

Western was requested to provide the workpapers and assumptions used to determine 

that the projected increase in maintenance and improvements should be 36.25 percent 

for the FY 2000 capital budget. The response does not adequately satisfy the request. 

a. Provide the originally requested workpapers and assumptions for 

the 36.25 percent factor. 

b. For the base period and the 10 previous fiscal years, provide an 

analysis of the actual increase or decrease experienced by Western for maintenance 
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and improvements. The analysis should compare the oldest fiscal year to the following 

year, and continue year-to-year comparisons through the base period. 

I O .  Refer to the response to Item 12 of the Commission’s July 16, 1999 Order. 

a. Provide the actual capital ratios for Atmos as of April 30, 1999 and 

June 30,1999. 

b. Provide the actual capital ratios for Atmos as of July 31, 1999; 

August 31, 1999; and September 30, 1999. This information will be due on December 

I, 1999. 

11. Refer to the response to Item 13 of the Commission’s July 16, 1999 Order. 

a. Explain in detail why, if Atmos’s objective is to maintain a capital 

structure comprised of approximately 50 percent equity and 50 percent debt, it is using 

a 5-year financial plan which results in equity levels significantly above 50 percent by 

FY 2002 and FY 2003. 

b. Describe the changes in the assumptions for the 5-year financial 

plan that would be necessary to yield equity percentages for FY 2002 and FY 2003 that 

are closer to the stated goal of 50 percent. 

12. For each of the items listed below, provide the percentage that Western’s 

operations represent compared to the total regulated Atmos operations. This 

information is to be provided as of the end of the forecasted period, the base period, 

and the five previous fiscal years. 

a. Total number of customers. 

b. Total number of employees. 

c. Total gas throughput in Mcf. 
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d. 

e. Total purchased gas costs. 

Total revenues from gas sales and transportation. 

f. 

g. Total net operating income. 

h. Total net income. 

Refer to the response to Item 14 of the Commission’s July 16, 1999 Order. 

a. Concerning Item 14(a), provide Western’s definition of “normal 

Total other operating and maintenance expenses. 

13. 

weather conditions.” 

b. For FY 1999 to date and the previous 10 fiscal years, indicate 

whether Atmos experienced normal weather conditions. 

c. In how many jurisdictions does an Atmos business unit have in 

operation a Weather Normalization Adjustment (“WNA”) tariff similar to the one 

proposed in this proceeding? Indicate the percentage of Atmos’s total regulated 

operations impacted by this mechanism. The percentage should be based on total gas 

sales revenues. 

d. In how many jurisdictions does Atmos plan to propose, within the 

next two fiscal years, a WNA tariff similar to the one proposed in this proceeding? 

Indicate the percentage of Atmos’s total regulated operations that would be impacted if 

the proposals were adopted. The percentage should be based on total gas sales 

revenues. 

e. Indicate the status of the proposed Universal Shelf Offering 

discussed in the response to Item 14(b). 
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f. Concerning the response to Item 14(d), Atmos has completed five 

major acquisitions within the past 12 years. Explain in detail why it would not be 

reasonable to have modeled one additional acquisition in the current 5-year financial 

plan. 

g. Concerning the responses to Items 14(e) and 14(f), it is stated that 

these items are dependent upon the reasonableness of other assumptions contained in 

the 5-year financial plan. Does Atmos perform any sensitivity analysis during the 

development of the 5-year financial plan to evaluate the reasonableness of the 

assumptions used? If yes, describe this analysis. If no, explain in detail why such an 

analysis is not performed. 

14. Refer to the response to Item 15 of the Commission’s July 16, 1999 Order. 

For the first nine months of FY 1999 and the five previous fiscal years, provide the base 

stock capital growth associated with the Employee Stock Ownership Plan, the Direct 

Stock Purchase Plan, and the UCG Plan. Provide the number of shares issued and the 

dollar increase in Atmos’s equity balances associated with these plans. 

15. Refer to the response to Item 20(a) of the Commission’s July 16, 1999 

Order. 

a. For each of the recommendations listed in the Executive Summary 

of the “Process and Impact Evaluation of Western Kentucky Gas WKG CARES 

Program” (“Evaluation Report”), describe in detail the actions taken by the Western 

collaborative in response to those recommendations. 

b. On page 2 of the Evaluation Report, it is recommended that written 

contracts be designed and implemented with each of the participating community 
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assistance program (“CAP”) agencies. Explain in detail why written contracts were not 

already part of the process when WKG CARES was first established. 

c. On page 5 of the Evaluation Report, it is stated that net per- 

participant energy savings had been estimated as 16.8 Mcf. It is also stated that the 

savings related to participants in the program covered the period from November 1996 

to September 1997. Explain in detail why the actual level of achieved savings was not 

calculated or presented in the report. In addition, explain why a full year of program 

activity was not utilized. 

d. On page 12 of the Evaluation Report is a listing of the nine 

efficiency measures included in the WKG CARES program. Explain why the following 

programs were included in WKG CARES, even though they failed three of the four 

standard demand side management (“DSM”) costlbenefit screening tests conducted 

during pre-implementation. 

(1) Wall insulation. 

(2) Floor insulation. 

(3) Water heater repla 

(4) Duct insulation. 

rnentlrepairs. 

(5) Repairheplace furnace. 

e. Explain in detail how Western recorded the funding of WKG 

CARES during the Evaluation Report review period. 

f. On page 17 of the Evaluation Report it is stated that at least 10 

percent of all homes that have been weatherized using WKG CARES funds are 
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inspected. Explain why only 10 percent are inspected and how the level of inspections 

was determined. 

g. Refer to page 30 of the Evaluation Report. A review of the 

information presented in Table IV.l shows that while the Bluegrass Community Action 

Agency had approximately 3 percent of the total WKG CARES participants, it 

represented 10 percent of the home surveys. The Pennyrile Allied Community Action 

Agency had approximately 33 percent of the WKG CARES participants, but represented 

only 24 percent of the home surveys. Explain in detail why these situations occurred 

and why the home survey sampling approach did not result in a distribution of the home 

survey that more closely matched the actual participant distributions by CAP agency. 

h. If the home surveys were conducted in conjunction with an 

evaluation of WKG CARES, explain why it was necessary to include questions 

concerning customer satisfaction with Western as the customer’s service provider. 

I. On page 38 of the Evaluation Report is a continuation of bullet point 

observations from the home surveys. Reconcile the last two bullet points on page 38 

with the results shown on Table IV.4 on page 33. 

j. Beginning on page 42 of the Evaluation Report is a discussion of 

how a statistical billing analysis was used to estimate the change in annual Mcf 

consumption for a sample of program participants and non-participants. Explain in 

detail why the evaluation did not compare actual customer usage prior to, during, and 

after the program review period to determine the actual energy savings. 
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k. Explain how the data used in the Princeton Scorekeeping 

Methodology (“PRISM”) was weather normalized. Specifically state what time period 

was used to determine “normal” weather. 

I. Western has stated in its data responses that the winters of 1996 

and 1997 were generally normal. If that is the case, explain why the data for the PRISM 

analysis had to be weather normalized. 

m. Provide a schedule showing the actual Mcf usage for each of the 

114 participants and the 112 non-participants for these time periods: November 1995 

through October 1996; November 1996 through September 1997; and April 1997 

through March 1998. Reference numbers should be used rather than customer names. 

The data should not be weather normalized. 

n. Define the phrase “naturally-occurring reduction in consumption” as 

it is used on page 55 of the Evaluation Report. Also, explain in detail why such an 

adjustment was needed in the development of the net energy savings. 

0. Explain what the phrase “environmental damage associated with 

the consumption of natural gas” means as it is used on page 55 of the Evaluation 

Report. 

p. Explain why an environmental damage factor for natural gas 

obtained from the Minnesota Department of Public Service was included in the 

cosvbenefit testing analysis. Include with the explanation a discussion of why a factor 

based on Minnesota’s experience is applicable to Kentucky. 

q. Provide the material referenced in Appendix A - Bill Stuffer of the 

Evaluation Report. 
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16. Refer to the response to Item 20(c) of the Commission’s July 16, 1999 

Order. The request asked why actual customer savings were not developed as part of 

the impact evaluation. The testimony cited in the response states that “net per- 

participant energy savings has been estimated” (emphasis added), while pages 45 

through 48 of the Evaluation Report contain references to “estimated reads were 

combined with subsequent actual reads,” “normalized annual consumption estimates 

were developed for each of the program participants,” and “net energy savings 

estimates were developed.” While the analysis may have started with actual 

consumption data, the Evaluation Report makes it clear that the reported customer 

savings were estimated. Provide the information originally requested. 

17. Refer to the response to Item 27 of the Commission’s July 16, 1999 Order. 

The response indicates that Western expensed all DSM pilot costs. However, the 

account numbers listed for the schedule of pilot program costs are all miscellaneous 

deferred debit accounts. 

a. 

Western’s income statement. 

b. 

Indicate the account number(s) used to show these expenses on 

Provide a sample accounting entry made to Western’s books to 

record a DSM pilot program cost. 

c. Explain in detail why, if the DSM pilot costs were expensed, the 

accounts identified in this response are miscellaneous deferred debit accounts. 

18. Refer to the response to Item 28 of the Commission’s July 16, 1999 Order. 

Provide the same information as was supplied in .this response for the capital projects 

for fiscal years 1989 through 1993 (“FY89-FY93 Period”). 
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19. Provide the following information for each of the capital projects included 

in the response to Item 28 of the Commission’s July 16, 1999 Order and the response 

Western will be providing for capital projects in the FY89-FY93 Period: 

a. For each project included where the responses show a reference of 

“Deferred,” explain why the project was deferred, when the project was next included in 

a capital projects budget, and when it was actually constructed. 

b. For each project included where the responses show a budgeted 

amount and no expenditure amount, but was not referenced as deferred, explain why 

no expenditures were made on the project. Indicate when expenditures were made on 

those projects. 

c. For each project included where the responses show expenditures 

but no budgeted amount, explain the situation that required capital expenditures where 

none were budgeted. 

d. For each project included in the responses, prepare a schedule 

showing the month and year for the following dates: 

(1) Budgeted project starting date. 

(2) Budgeted project ending date. 

(3) Actual project starting date. 

(4) Actual project ending date. 

Using the project information contained in the responses, prepare a e. 

summary by fiscal year that shows the following: 

(1) The total number of capital projects. 
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(2) The number of capital projects that were completed ahead of 

schedule. 

(3) The number of capital projects that were completed on 

schedule. 

(4) The number of capital projects that were completed behind 

schedule. 

20. Refer to the responses to Items 28 and 29 of the Commission’s July 16, 

1999 Order. The response to Item 28 indicates Western’s historic capital projects 

completion percentage ranged between 80.2 percent and 1 12.4 percent. Given this 

historic information, explain in detail why it is reasonable to assume that all capital 

projects included in the forecasted test year capital budget will be completed by the end 

of the forecasted test year. 

21. Refer to the response to Item 35 of the Commission’s July 16, 1999 Order. 

The response provides the link between the capital budget projects shown in Volume 3 

of 10, Tab 1, Exhibit DHD-1 with Volume 10 of IO, Tab 2, Schedule B-2.2. However, 

this link applies only to the grand totals from Exhibit DHD-1. A link between the 

additions to a particular plant account cannot readily be established. 

a. For pages 1 through 4 of 6 of Exhibit DHD-1, provide a summary 

for each page listing the additions by plant account number, rather than budget 

categories. Retain the column titles showing the expenditure classifications for each 

page. Also show how the amounts for retirements and public works reimbursements 

are allocated to the particular plant accounts. 
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b. For any asset account shown on Schedule B-2.2, for either the 

base period or forecasted period, explain in detail why the addition shown does not 

match the plant account summary provided in response to part (a) above. 

22. For each of the estimated months contained in the base period and for the 

entire forecasted period, explain in detail how it was determined when the particular 

amount of plant addition would be recognized in the plant account. Also, provide a 

schedule showing by month the amount of plant addition by plant account number. 

23. Refer to the response to Item 37 of the Commission’s July 16, 1999 Order. 

a. Provide a detailed explanation as to how the accumulated 

depreciation amounts were allocated to the individual 300 series account numbers, for 

both the base and forecasted test periods. Include all assumptions, the basis for the 

allocations, calculations, and supporting workpapers used to determine the amounts. 

This should be done for both the original Schedule B-3 filed, as well as the revision 

included in the response to Item 37. 

b. Provide a schedule showing Western’s utility plant in service, 

accumulated depreciation, and proposed depreciation expense adjustment by ciasses 

of assets, for both the base and forecasted test periods. If any class of asset appears 

to be over-depreciated, include a detailed explanation for what has occurred or is 

occurring within that plant classification. 

. 

c. Explain in detail the nature of the errors made by Western when 

originally preparing Schedule 8-3. 

24. Refer to the response to Item 39(a) of the Commission’s July 16, 1999 

Order. 
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f. Explain why the invoice from the law firm of Ward & Anderson, P.C. 

was included as a rate case expense. 

25. Refer to the response to Item 43(c) of the Commission’s July 16, 1999 

Order. 

a. Explain why there was a balance remaining in Western’s FY 1998 

overhead Account 1070. 

b. Explain why it was appropriate to apply the remaining overhead 

balance from FY 1998 to FY 1999 capital expenditures. 

c. Does Western anticipate that there will be a remaining balance in 

its overhead accounts for FY 1999? Explain the response. 

d. For each of the 10 previous fiscal years, indicate whether Western 

had a balance remaining in its overhead accounts, and describe how any remaining 

balance was cleared. 
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26. Refer to the response to Item 45(c) of the Commission’s July 16, 1999 

Order. Explain what Western means by “recapitalized” and why the Division 09 annual 

reserve computation will be expensed. 

27. Refer to the response to Item 46 of the Commission’s July 16, 1999 Order. 

Explain why the PSC Assessment is considered by Western to be a prepayment. Also 

explain why Western believes it should be allowed to earn a return on its PSC 

Assessment. 

28. Refer to the response to Item 46 of the Commission’s July 16, 1999 Order. 

For each of the items listed below, describe the nature of the item and explain why 

Western believes it should be allowed to earn a return on the item. 

a. Division 09 -Alliance Gas. 

b. 

c. 

d. 

e. 

f. 

Division 09 - Tennessee Alliance Gas. 

Division 02 - American Gas Cooling Center. 

Division 02 - Southern Gas Association. 

Division 02 - American Gas Association. 

Division 02 - Nation Bank of Texas. 

g. 

Refer to Schedule DAM-5 of the Direct Testimony of Donald A. Murray. 

Division 02 - Int. of Gas Tech. 

29. 

Provide the time period used to obtain the figures in the last three columns of the chart. 

30. Refer to Schedule DAM-IO of the Direct Testimony of Donald A. Murray. 

This chart uses two separate estimates for Earnings Per Share (“EPS’) growth rates. 

Explain why the Value Line EPS estimates are used to calculate the High cost of capital 

and the Standard & Poor’s (“S&P’’) EPS estimates are used to calculate the Low cost of 
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capital, as opposed to using the exact method for calculating cost of capital used in 

Schedule DAM-9. (If the exact method were to be used, Schedule DAM-IO would have 

a High and Low cost of capital calculation using the Value Line EPS growth rate 

estimates and a separate but similar calculation using the S&P EPS growth rate 

estimates .) 

31. Refer to Schedule DAM-I 5 of the Direct Testimony of Donald A. Murray. 

Explain why the figures comparing Discounted Cash Flow (“DCF”) results for dividend 

and earnings growth do not come from sets of calculations consistent across time, In 

other words, explain why DCF results for Dividend growth rates come from Schedules 

DAM-6 and DAM-7 and why DCF results for Earnings growth rates come from 

Schedules DAM-I 0 and FSM-11. 

32. Refer to Schedule DAM-I6 of the Direct Testimony of Donald A. Murray. 

a. 

b. 

Explain the time period used for this table. 

Explain the source or derivation of the figures in column (I), Market 

Total Returns. 

c. Explain why Western used Long Term Corporate Bonds Return as 

a risk free rate in column (2), as opposed to a federal government bond rate. 

d. Explain why it is appropriate to use 6.10 percent in the calculation 

of the Cost of Equity in Schedule DAM-16, but not appropriate in the similar calculation 

in Schedule DAM-17. 

e. Explain why the Equity Risk Premium in column (3) is different from 

that used in column (3) in Schedule DAM-17. 
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f. Explain why Western uses the Long Term Bond return of 6.10 

percent in the calculation of the Risk Premium, but uses the Aaa Corporate Bond 

Return to calculate the Cost of Equity. 

33. Refer to Schedule DAM-I7 of the Direct Testimony of Donald A. Murray. 

a. Explain the time period used for this table. If it is not the same as 

the time period used in Schedule DAM-16, provide an explanation for why a different 

time period was used. 

b. 

c. 

Explain the source of the Risk Free Return figure in column (1). 

Explain the source and derivation of the Equity Risk Premium 

figures in column (3). 

d. Comparing the Equity Risk Premiums in columns (3) of both 

Schedules DAM-I6 and DAM-17, the difference between these sets of figures (1.20%) is 

greater than the difference between the Risk Free Returns, column (2) in Schedule 

DAM-I6 (6.10 percent) and column (1) in Schedule DAM-I7 (5.81 percent). This implies 

that a different Market Total Return figure is used in Schedule DAM-I7 than that used in 

Schedule DAM-16. The implied Market Total Return in Schedule DAM-I7 is 13.81 

percent compared to 15.30 percent in Schedule DAM-16. If not explained previously, 

explain this apparent difference in usage of Market Total Returns. 

e. Explain the source and derivation of the Size Premium, column (5). 

Also, explain why similar adjustments are made for some companies, and not others. 

34. Refer to the Direct Testimony of Donald A. Murray. At page 19 of the 

testimony, Dr. Murray discusses the reasons for making an adjustment to the historical 

CAP-M calculation to account for Atmos’s small size relative to other companies. 
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a. 

b. 

Explain why a size premium was added to all of the companies. 

If investors attribute additional risk to relatively smaller companies 

and everything else being equal, shouldn’t the Cost of Equity calculations be higher in 

Schedule DAM-I7 than in Schedule DAM-16? Explain why the Cost of Equity declines 

with Western’s size adjustment. 

c. How common is the use of a size premium in other regulatory 

jurisdictions? 

35. Refer to the response to Item 60(a) of the Commission’s July 16, 1999 

Order. In what ways should the Commission allow for the risk of short-term interest rate 

increase? By incrementally increasing the allowed return on equity? By adjusting the 

short-term interest cost? Explain thoroughly. 

36. Western not being a stand-alone company explains, in part, the proposal 

to use Atmos’s capital structure as the capital structure to be used to determine 

Western’s cost of capital. If it is beneficial to Western to be part of the Atmos system 

and have Atmos raise capital for Western’s operations, explain why the issue of whether 

or not Western would have a higher cost of capital as a stand-alone company is relevant. 

By utility and jurisdiction, identify all Atmos operating divisions that 

presently have: (1) WNA tariffs; (2) Premises Charges; or (3) Margin Loss Recovery 

Mechanisms. 

37. 

38. All other things being equal, explain whether reducing the volatility in 

revenues and earnings tends to lower the risk of a financial investment from the point of 

view of an investor. 
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39. Provide a definition andlor explanation that differentiates business risk 

from financial risk. 

40. Refer to Schedule DAM-22 of the Direct Testimony of Donald A. Murray. 

Explain how Dr. Murray determined the recommended range on page 22 of his Direct 

Testimony using the variety of calculated returns on equity. Provide workpapers. 

41. Refer to the Direct Testimony of John W. Hack at pages 2-3. 

a. Provide the most recent Request for Proposal (“RFP”) issued by 

the Gas Supply Department on behalf of Western and the list of potential vendors to 

whom it was sent. 

b. Provide a thorough description of the bid selection process 

employed by AtmosNVestern after receiving the responses to this most recent RFP. 

42. Refer to the Testimony of John W. Hack at page 4 regarding Western’s 

supply source arrangements. 

a. The testimony refers to a “Natural Gas Sales, Transportation, and 

Storage Agreement” with Reliant Energy Services. Has there been any change in that 

arrangement since the time Mr. Hack’s testimony was filed? 

b. Provide a detailed description of any changes to that arrangement 

that have occurred since the filing of Mr. Hack‘s Testimony. 

43. Refer to the Direct Testimony of Gary L. Smith at pages 34-38 and the 

response to Item 48 of the Commission’s July 16, 1999 Order. 

a. The reference to the WNA tariff of Columbia Gas of Kentucky 

(“Columbia”) does not refer to the fact that the Commission initially approved Columbia’s 
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WNA tariff as a three-year pilot. Was Western aware that Columbia’s WNA tariff was 

implemented as a pilot program? 

b. There are some differences between Western’s proposed WNA 

tariff and Columbia’s WNA tariff. Did Western give any consideration to proposing its 

WNA tariff as a pilot program? 

c. Provide any reasons for why Western would be opposed to having 

its proposed WNA tariff implemented on a pilot basis. 

44. Refer to the Direct Testimony of Gary L. Smith at pages 7-8. 

a. The testimony indicates that “through March 1999, 

Western’s total average monthly meters in service have increased by 2,132 over the 

same period in FY 1998.’’ Does the number 2,132 represent all meters for all customer 

classes? 

b. 

customer classification. 

Provide a breakdown of the 2,132 increase in meters by 

c. Provide the comparable numbers reflecting the average 

increase in monthly meters in service, by customer class, for the periods ended 

December 1998 and June 1999. 

45. Refer to the Testimony of Gary L. Smith at pages 11-12 and the response 

to Item 58 of the Commission’s July 16, 1999 Order. 

a. Provide a more detailed description and further explanation of the 

differences in the ways that Western uses its financial statistics and its marketing 

reports for purposes of tracking customer growth. 
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b. Provide a detailed explanation of how the revised forecasted 

growth of 1,700 residential customers shown in the testimony was derived. 

c. Provide a summary of the analysis referred to on page 12 of the 

testimony for commercial and public authority customers that resulted in the revised 

growth rate of 230 for commercial customers. 

46. Refer to Item 58(a) of the response to Commission’s July 16, 1999 Order. 

a. In the same format used in the response to Item 58(a), provide an 

update that includes two additional columns: one for fiscal year 1998 and one for the 12 

months ended June 30,1999. 

b. The response included “actual sales and transportation volumes, by 

class, in Mcf‘; however, the request was that the volumes be provided adjusted for 

normal weather. Provide a second version of the update requested in part (a.) with the 

volumes adjusted for normal weather for each of the five periods.. 

47. Refer to Exhibits GLS-1 and GLS-7 in the Direct Testimony of Gary L. 

Smith. 

a. Explain the increase of $84,884 in the negative revenue adjustment 

for “additional contract reformation” as shown on line 33 of the two exhibits. Provide 

any necessary calculations. 

b. Provide the calculations, along with a narrative explanation, 

showing how the gas cost revenues of $77,522,158 were derived. 

c. Provide a breakdown, by customer’ of the adjusted volumes of 

13,332,103 Mcf and revenues of $1,692,428 for “Total Special Contracts.” This does 

not require identifying customers. Reference to Customer No. 1, No. 2, etc. will suffice. 
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48. 

Gary L. Smith. 

a. 

Refer to Exhibits GLS-1, GLS-5, and GLS-7 of the Direct Testimony of 

Exhibits GLS-1 and GLS-7 show 6,281 as the increased number of 

commercial bills related to the customer growth forecast. Exhibit GLS-5, which 

summarizes the customer growth forecast adjustment, includes 6,210 as the increased 

number of commercial bills. Identify which is the correct number. 

b. Provide the calculations, along with a narrative explanation, of how 

the Mcf volumes in Exhibit GLS-5 resulting from the customer growth forecast were 

derived for each customer class. 

49. Refer to Exhibit GLS-6 of the Direct Testimony of Gary L. Smith. Provide 

the calculations, along with a narrative description, of how the Mcf volume reductions 

ires resulting from residential and commercial conservation and energy efficiency meas 

were derived. 

50. Refer to the Direct Testimony of Gary L. Smith and the response to 

59(b) of the Commission’s July 16, 1999 Order. 

tem 

a. Define what customer actions Western includes in its references to 

conservation effects. 

b. Has Western conducted any surveys or studies in an attempt to 

determine the specific actions or measures customers have undertaken that have 

caused the decline in usage? If yes, provide the results and a narrative description of 

Western’s analysis of the results. If no, explain why such surveys of studies have not 

been conducted. 
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c. Has Western attempted to quantify the impact of improved appliance 

efficiency and technological innovations in equipment when examining its declining 

sales volumes? If yes, provide the results of that analysis. If no, explain why Western 

has not considered the impacts of these factors. 

d. Has Western been able to determine what portion of the decline in 

usage is due to normal occurrences such as: (1) newer, better insulated homes 

equipped with more efficient energy-using appliances accounting for a larger 

percentage of its total customer base; (2) naturally occurring replacement of older, less 

efficient appliances with newer, more efficient appliances; and (3) reduced usage per 

customer due to changing demographics, such as smaller household size and 

increases in multi-family residences as a percentage of total residences? 

51. Refer to the response to Item 50 of the Commission’s July 15, 1999 Order. 

a. Many of the gas distribution companies regulated by the 

Commission that make quarterly Gas Cost Adjustment (“GCA) filings have tariff 

provisions that permit out-of-time filings when such filings are warranted. These 

provisions provide the flexibility to respond to significant gas supply cost changes. 

Would Western be able and agreeable to operating under a similar tariff provision? 

b. While this rate application is pending, Western will continue to 

make monthly GCA filings, with the last filing prior to the end of the suspension period 

being due in early January of 2000 with rates to be effective February 1, 2000. 

Assuming this case stays on schedule, would Western be able to convert to a quarterly 

filing schedule after the conclusion of this proceeding with its first quarterly filing on 

April 1 , 2000 for rates to be effective May 1 , 2000? If not, explain why. 
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52. Refer to the response to Item 51 of the Commission’s July 16, 1999 Order. 

a. Provide copies of the orders from the Tennessee, Georgia, and 

South Carolina commissions in which the respective sharing ratios were established for 

another Atmos business unit. 

b. The special contracts Western currently has produce average 

margins of less than $13 per Mcf. Discounts from tariff rates in the form of “additional 

contract reformation” exceed $1 million. How much of Western’s load (in Mc9 not 

already served at less than tariff rates is subject to competition or possible bypass? 

How much net revenue was generated from these loads during fiscal year 1998? 

c. The proposed tariff rider does not include a starting point, or base 

amount, reflecting the margins, or net revenues, derived from the loads already served 

at less than tariff rates or those loads served at tariff rates that are subject to 

competition or possible bypass. If a base level, or starting point, from which to 

measure the “margin losses” is not included in the tariff, explain why such an omission 

will not result in an immediate loss calculation based on the proposed formula. 

d. Based on the revenues from existing contracts, discounts and rate 

flexes, along with the revenues from loads that could be subject to less than tariff rates 

in the future, provide the total dollar amount of margins, or net revenues, for the 

forecast period that would reflect the type of base level, or starting point, described in 

part (c.) of this request. 

e. Historically, between rate cases, Western’s shareholders have 

been at risk for 100 percent of lost margins due to competition, bypass, etc. and 

Western, in response to competitive circumstances, has had to make rate concessions 
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in several instances. Explain how having shareholders at risk for only 10 percent of lost 

margins will provide Western an incentive to maximize the revenues from its special 

contract, alternative fuel, and potential bypass customers. 

53. Refer to Item 52 of the response to the Commission’s July 16, 1999 Order. 

a. Under the transition schedules for the pipelines when would 

Western began collecting Gas Research Institute (GRI”) surcharges from its 

customers? 

b. How does Western intend to notify the Commission that it will begin 

to make such collections? 

c. GRI is involved in numerous research and development activities. 

Provide the most recent GRI annual report that details its activities and its levels of 

expenditures. 

54. Refer to Item 54 of the response to the Commission’s July 16, 1999 Order. 

a. Explain how the amount of $77.57 million in “Total Annual 

Residential Revenue, proposed margins,’’ was reduced to $61.66 million in 

“Approximate Residential Margins, 1 1 months.” 

b. Provide an explanation for the use of 11 months and 10 percent in 

the derivation of the estimate of $308,304 as the amount to be generated annually from 

the proposed late payment charge. 

55. Refer to the Direct Testimony of Daniel lves and the response to Item 56 

of the Commission’s July 16, 1999 Order. 
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a. The specific items of plant involved in new service installations are 

mains, meters, services, and regulators. For which of these items does Western expect 

the economic life to be shorter than the physical life? Explain why. 

b. For each of these four plant items, provide the lives Western is 

presently using for purposes of calculating its per books depreciation. 

c. Provide the calculation used to derive the pre-tax rate of return 

shown on Exhibit DMI-5, Schedule 1 of 2. 

d. Provide schedules, in the same formats as Exhibit DMI-5, 

Schedules 1 and 2, showing the carrying costs and resulting premises charges based 

on recovery periods of 240,300, and 360 months. 

e. Provide the calculations, along with a narrative explanation, of the 

“Facilities Adjustment Charge” of $15.44 per year for all residential customers that Mr. 

lves suggests Western be allowed to implement if the Commission rejects the proposed 

premises charge. 

56. Refer to the Direct Testimony of David H. Doggette and the response to 

Item 57 of the Commission’s July 16, 1999 Order. 

a. The survey of banks in Exhibit DHD-2 was limited to eight local 

banks. Explain how these particular banks were selected for the survey. 

b. Considering how widespread Western’s service territory is, why 

was the survey limited to eight “local banks”? 

c. The proposed returned check charge is based on the premise that 

Western incurs an administrative charge for processing bad checks similar to the 
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returned check charges imposed by the banks. What attempt has Western made to 

determine the actual level of costs it incurs to handle and process bad checks? 

d. Has Western determined, or attempted to determine, the margin, or 

mark-up above their costs, that the banks include in their returned check charges? 

e. The proposed Seasonal Turn-on Charge is not cost-based but is 

intended as a disincentive to customers disconnecting from the system on a seasonal 

basis. Explain why such a charge requires a higher “after hours” rate similar to those 

special charges that are cost-based. 

57. Refer to the Direct Testimony of Betty L. Adams and the response to Item 

67 of the Commission’s July 16, 1999 Order. Refer to the response identified as DR 

67(f), sheet 1 of 2, compared with the response identified as DR 67(g), Schedule C-2.1, 

Sheet 4 of 10. The base period amount of “Shared Services Billing” on DR 67(f) of 

$1 0,003,000 does not correspond with Administrative Services Transferred on DR 

67(g), Schedule C-2.1, Sheet 4 of 10, Account 922, in the amount of $9,050,095. The 

amounts provided for the forecasted year on DR 67(f), Sheet 2 of 2, and OR 67(g), 

Schedule C-2.1, Sheet 9 of I O ,  Account 922 are in agreement. Explain and reconcile 

the differences in amounts for the base period. 

58. Refer to Volume 10 of 10 of the Application, Tabs 3 and 5, the Direct 

Testimony of Rebecca M. Buchannan, and FR 10(10)(c)2, Schedule C-2, and FR 

1 O( 1 O)(e), Schedule E. 

a. Explain why the State and Federal Income Tax on Schedule E for 

the base period is mathematically correct, but does not agree to the Income Taxes for 

Base Year Revenue and Expenses on Schedule C-2. 
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b. If FR 10(10)(c)2, Schedule C-2 as originally filed in the application 

would be different if presented on the basis of FERC accounts, resubmit Schedule C-2 

based on FERC accounts. 

c. Provide calculations to support the income tax for the columns titled 

Base Year Revenue & Expenses, Utility Budget Adjustments, SSU Billing Adjustments, 

Forecasted Revenue & Expenses, and Ratemaking Adjustments on FR lO(1 O)(c)2, 

Schedule C-2. 

59. Refer to the Direct Testimony of Betty L. Adams and the response to Item 

68 of the Commission’s July 16, 1999 Order. Included with this response are 

comparisons of budget to actual year-to-date reports for FY 1998, 1997, 1996, 1995 

and 1994 referenced as “RESP-10.” These reports contain data for only 11 costs or 

“element groups.” 

a. Are the costs or “element groups” on these budget reports broken 

down further on other budget to actual comparison reports? 

b. If yes, provide these reports for FY 1998 and for the months-to-date 

since then with a cumulative total beginning October 1998 through the most recently 

completed month of accounting records. Also, provide a brief explanation of all 

variances, both favorable and unfavorable, for the lesser of $5,000 or 5 percent. 

c. If yes, provide a schedule combining the year-to-date actual per the 

RESP-10, the Shared Services Billing, depreciation, and any other costs to determine 

operating and maintenance expense for FY 1998 and for the months-to-date with a 

cumulative total beginning October 1998 through the most recently completed month of 

accounting records. 
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d. If no, explain in detail how Western monitors the underlying account 

element data for accuracy in budgeting. Also, what form of variance analysis does 

Western use for management reporting? Provide this variance analysis for FY 1998, 

1997, 1996, 1995, and 1994 or such periods as are referenced in subpart “b.” 

60. Refer to the Direct Testimony of Betty L. Adams and the response to Item 

68 of the Commission’s July 16, 1999 Order. 

a. Since authorized employees have exceeded actual employees 

every year from 1994 through 1998, explain the basis for including 100 percent of 

authorized employees for rate-making purposes in the forecasted period. 

b. What measures does Western propose to use in filling the 15 open 

positions that are shown when comparing the Testimony of Conrad E. Gruber and the 

response to Item 62 or the Commission July 16, 1999 Order, which reflects a total of 

267 employees compared to the forecasted level of 282? 

c. What are the expected benefits from the addition of the planned 

operating and maintenance employees that Western’s customers will receive that they 

have not been receiving? 

61. Refer to Volume 4 of 10 of the Application, Tab 4, FR 10(9)(m), and the 

Direct Testimony of Donald P. Berman. In the NARUC accounts individual elements of 

functional expense are shown in the chart of accounts at FR 10(9)(m) as follows: 

directors retirement benefits, service awards; employee incentives; meals & 

entertainment; membership fees; community relations & trade shows; and sports 

activities: 
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a. Are any amounts for the above individual elements of functional 

expenses included in the base period or forecasted period? 

b. If yes, provide the amounts for both the base period and forecasted 

period as applicable, and explain why these types of expenses should be recoverable 

for rate-making purposes. 

c. If no, explain why these types of expenses are included as “above 

the line accounts” in the chart of accounts. 

62. Does Western’s bottom-up budget process for the annual operating and 

maintenance budget include providing budgeting personnel with any reports comparing, 

for instance, the most recently completed fiscal year budgeted amounts and actual 

results, as well as the present operating budget, for a reference point in establishing a 

new budget? 

a. If yes, provide such completed documentation from the “element 

group” account level for FY 1999, 1998, 1997, 1996 and 1995. 

b. If no, explain in detail what reports management uses to evaluate 

the budget for accuracy of inputs, and provide documentation in the way of comparative 

reports from the “element group” account level for FY 1999, 1998, 1997, 1996 and 1995. 

If no comparative reports are available from the budgetary input c. 

process, explain in detail how Western’s budget process can be relied upon for 

accuracy, evaluation of trends and other analysis for periods past the immediate budget 

period. 

63. Does Shared Service’s bottom-up budget process for the annual operating 

budget include providing budgeting personnel any reports comparing, for instance, the 
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most recently completed fiscal year budgeted amounts and actual results, as well as the 

present operating budget, for a reference point in establishing a new budget? 

a. If yes, provide such completed documentation from the most 

detailed account level for FY 1999, 1998, 1997, 1996 and 1995. 

b. If no, explain in detail what reports management uses to evaluate 

the budget for accuracy of inputs, and provide documentation in the way of comparative 

reports from the most detailed account level for FY 1999, 1998, 1997, 1996 and 1995. 

c. If no comparative reports are available from the budgetary input 

process explain in detail how Shared Service’s budget process can be relied upon for 

accuracy, evaluation of trends and other analysis for periods past the immediate budget 

period. 

64. Refer to the Direct Testimony of Betty L. Adams and the response to Item 

72(a) of the Commission’s July 16, 1999 Order. 

a. Does Western’s response that its billing system prior to June 1, 

1999 did not provide accounts receivable aging mean that management did not 

otherwise have an aging schedule created for periodic evaluation of revenue 

collecti bility? 

(1) If yes, provide a detailed explanation of how Western 

determined the uncollectible accounts to write off? 

(2) If no, provide any aging schedules created for the FY 1998 

and 1997, with an explanation of any coding identifying customer classes. 
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(3) Provide a detailed explanation of Western’s uncollectible 

account determination policy, with procedures on how accounts 60, 90, or 120 days and 

older are pursued for recovery. 

b. Provide monthly accounts receivable aging schedules since June 1 , 

1999 and monthly uncollectibles written off for those months’ activity. 

c. Provide the calculation supporting the derivation of the 0.4 percent 

of revenue factor used in the gross revenue conversion factor at Volume 10 of 10 of the 

Application, Tab 8, FR 10(10)(h), Schedule H. Include support for the combination of 

uncollectibles and revenue from different customer classes in determining a composite 

factor. 

65. Refer to the Direct Testimony of Betty L. Adams and the response to Item 

83(a) of the Commission’s July 16, 1999 Order. 

a. Provide a summary of Shared Services “Combined Direct & Billed” 

total monthly expenses as allocated by division on the exhibit in the response to Item 

83(a), “April’s Financial Statements,” bottom of the page marked “(32).” Prepare this 

summary for fiscal year 1998 and for the months since then with a cumulative total 

beginning October 1998 through the most recently completed month of accounting 

records. 

. 

b. Are any non-regulatory expenses allocated to regulated divisions or 

any regulatory expenses allocated to non-regulated divisions? If so, explain the reasons 

for the allocations and the allocation processes. 

66. Refer to Volume 10 of the Application, Tab 3, FR 10(10)(c)2.1, and the 

Direct Testimony of Rebecca M. Buchannan. 

-33- 



a. For NARUC account 923, outside services employed, provide a 

schedule of actual and projected expenses by vendor that exceed $7,500 directly paid or 

billed to Western, or allocated by Shared Services. Give a brief explanation of the 

service to be provided. 

b. For NARUC account 925, injuries and damages, provide a 

schedule of actual and projected expenses beginning with total workers compensation, 

then by vendor, that exceed $10,000 directly paid or billed to Western, or allocated by 

Shared Services. Give a brief explanation of the expenditure, other than the amount of 

workers compensation. 

67. Refer to Volume 10 of the Application, Tab 4, FR 10(10)(d)2.2, Schedule 

D-2.2 and the Direct Testimony of Betty L. Adams. The explanation for “ADJ 1,” 

budgeting adjustment, includes “an adjustment of the credit for pension due to FASB 87 

in the base year.” Is this a result of an accounting method change? If yes, explain the 

change. If no, is it similar to the “Ratemaking Adjustment” on FR 1 O( 1 O)(c)2, Schedule 

C-2, in Volume 10 of the Application, in the amount of $771,992 referenced to Schedule 

F-2.3? Are these adjustments duplicated in both the base period and forecasted 

period? 

68. Refer to the Direct Testimony of Donald P. Berman. Provide Atmos’s or 

Western’s most recent actuarial report for its pension plan. 

69. The response to Item 47(9 of the Commission’s July 16, 1999 Order 

indicated that Western would require more time to prepare an adequate response. The 

supplemental response filed August 13, 1999 indicated that progress was being made, 

but that additional time would be required, and that substantial time and analyses had 
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been required to develop the cost-of-service study based upon the future test period. 

The Commission renews the original request and further requests that all underlying 

worksheets for the development of the forecasted inputs and other analyses discussed 

in the supplemental response be supplied no later than the due date of this request. 

70. Refer to the Direct Testimony of Thomas H. Petersen and the response to 

Item 47(i) of the Commission’s July 16, 1999 Order. Many of the notes describing the 

functionalization and classification processes within the model seem to represent 

assumptions based upon historic precedent and industry knowledge. What analysis 

has Western undertaken currently or during recent cases to validate that the 

assumptions used as inputs to the cost-of-service study are reasonable? Has Western 

completed any analyses to validate the sensitivity of these judgmental inputs? Provide 

any such analyses. If no analyses have been completed, how can the Commission be 

assured that the results of the cost-of- service model are reasonable? 

71. Provide the summary pages of the cost-of-service model assuming the 

“minimum system” method had been incorporated rather than the “zero intercept” 

method for both the historic period and the forecasted period. Describe what changes 

are necessary to implement this change. 

72. Provide a reconciliation of the volume units and dollar amounts used by 

the financial, rate design and cost-of-service witnesses for the unadjusted historic test 

period, the adjusted historic test period, and the forecasted test period. 

73. Refer to the response to Item 47(g) of the Commission’s July 16, 1999 

Order. Provide a detailed breakdown of the amount for “Other Revenue” of $1,094,414 
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shown on Sheet 6 of 9 of the functional allocations attached to the cost-of-service 

analysis utilizing proposed rates. 

74. Refer to the response to Item 47(e) of the Commission’s July 16, 1999 

Order. Western states that the allocation could be applied to differing numbers of 

customer classes and/or differing customer sizes within customer classes, albeit 

requiring significant analysis. Has Western completed such an analysis? If so, provide 

the results. If not, what assurances can be given that the current customer 

classifications are the most optimal? 

Done at Frankfort, Kentucky, this 19 th  day o f  August, 1999. 

By the Commission 

ATTESTi 

Executive Director 



Telephone: 
(502) 227-7270 

QbHNN. HUGHES J) 
Attorney at Law 

Professional Service Corporation 
124 WEST TODD STREET 

FRANKFORT, KENTUCKY 4060 1 

Telecopier: 
(502) 875-7059 

August 18, 1999 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

Re: Case No. 99-070 

Dear Ms. Helton: 

In an effort to continue to provide the Commission and Staff with the most current and 
detailed information available, Western is supplementing its responses to items 6, 10, 12, 19, 23, 
24d, 25, 42c, and 71 to the Commission’s initial data request. Copies of the responses have been 
mailed to the intervenors. 

I 

If there are any questions about this matter or if additional information is needed, please 
contact me. 

Sincerely yours, 

Douglas Walther 
Amos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

Mark R. Hutchinson 

KTNNEY 
115 E. Second St. 

SHEFFER - HUTCHINSON - 

Frankfort, KY 40601 

Attorneys for Western 
Western Kentucky Gas Company 
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- Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 6 

Witness: Gruber 

Data Request: 

Refer to the Application, Volume 2 of 10, Tab 1, the Testimony of Conrad E. 
Gruber. On pages 12 through 18 of the testimony is a discussion of Western's efficiency 
and productivity improvements. Explain in detail how the benefits of these efficiency 
and productivity improvements have been incorporated into Western's forecasted period. 
Inc1ude.a dollar quantification of the improvements and identify where this quantification 

. 

has been shown in the forecasted period. 

Respon'se: 

... ._ ..I 

r: 5 ?  . I- . .  . . .. _. . . . . 

, . .  .- ..* . .< - 
-. .' . . . . . , . . . 

j.. 
3 ' .' .,pi: ity improvements has already produced real and significabt savings and will. , , _  '. . .  ' .. . i  , continuecto.produce savin'gs well:beyond the.forecasted test period2 Exhibit A, "WKG 

. FY2004. - Exhibit B, 'WKG O&M. Cost Trend", plots the informa~on in Exhibit A. ' 
' :' '' Exhibit'C; "Annual O&M:Savi.tig$?', quantifies the annual saviags':,associated:.with:fgnese. . . . 

improvements. :. 1 .  . ,  . 

, X . 7  
, - %.. ' .- -..'. .. O&M+Gosts", presents acornparison of Western's total .O&M spen:ding for v1998.5 3%. 
. .  ' . .  . 

. . -, 
. .  

. ..-, 

. - ;  

: .. 1 'Exhibit A,shoMlthat::the%6tal..level--of O&M:;sphding for the-seven year period i s  . .. 7 . '  .... I 

I.It &o-&ows'.th&'total ,O&$l ,bp&&g 'biFy2000 
. . ,  ,_ . .  . ,  

.- 
. .:. .. . c 

. .  
Western-to remain steady at around $24.3M.i 

L$; ;Exhibit A:&o co-mpares:the O&M spending'ipresmted by Western h t h i s  . :.:= .:i:.. : . I +*.. _ .  1 ,  I ,, *:r ' .  

fi&i&'to two-diffe&t.projecti&m of O&M coi&,asswg.f'bbiness as usual.'?::.. ,. I . .F -. ., -;,.f ... ,.%t ., 

spending practices trended off of FY1997 actual spending. The first scenario projects 
: ' Western's spending for FY1998-FY2004 using the actual and forecasted growth rates 

associated with Gross Domestic Product (source: Federal Reserve Bank of St. Louis). 
The second scenario reflects a more conservative growth rate of 3.5%, which:; 

~ . , ' , I  approximates theyaverage annual rate of growth in Western's O&M expenses:from :. 

FY1995 to FY1997. In comparison to either scenario, Western's O&M spending as filed 
' in this case is much less than either of the "business as usual" scenarios. Western : 

calculates the difference-between Western's filed O&M spending versus the ''business as 

. .  .'. . 

.. usual" scenarios as savings of $32.1M (GDP Growth) or $25.2M (3.5% Growth). : . 
Benefits of Western's Service and Productivity. Investments 

The benefits of Western's efficiency and productivity improvements is discussed 
at length in Mr. Gruber's testimony. The primary benefit of the improvements is that 
Western has'leveraged technology to'produce O&M cost savings. Exhibit B shows that 
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Western has reduced its O&M costs in the-short run (FY 1998-FY 1999) and will flatten 
its O&M costs over the long term (FY2000-FY2004). Thai is, O&M savings began in 
FY 1998-FY 1999 concurrent with the introduction of these improvements by Western. 

Exhibit C indicates that, in comparison to the more conservative growth rate 
scenario, Western will have saved its customers $5.1M, or approximately $2.6M per 
year, prior to the inclusion of Western’s investment in these programs in rate base. In the 
forecasted years, the annual O&M savings resulting from these improvements is 
projected to increase each year from FY2000 to FY2004. 

Mr. Gruber’s testimony on page 6 discusses that Western’s O&M costs will have 
grown approximately % of 1 percent per year from FY 1994 to FY2000. As a result of the 
efficiency and productivity improvements begun by Western in FY1998 & FY1999, 
Western is projecting an even lower O&M cost growth rate of approximately 0.0% 
through FY2004. 

. .  
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Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 10 

Witness: David H. Doggette 

Data Request: 

Refer to the Application, Volume 2 of 10, Tab 5, Exhibit DHD-1, page 2 of 6. Provide 
the workpapers and assumptions used to determine that the projected overhead rate 
should be 50 percent and the projected increase in maintenance and improvements should 
be 36.25 percent for the FY 2000 capital budget. Include an explanation as to how these 
determinations were made. 

Response: 

The 50 percent overhead rate was based on a-review of Atmos' Administrative & General 
(A&G) overhead dollars and Western's business unit overhead dollars for the FY 1999. 
The Atmos A & G allocation was $1,106,000 and the Western business unit allocation 
was $1,840,000. Which when added to Western's direct capital expenditures for FY 1999 
results in a total capital budget of $8,408,000. The FY 1999 overhead rate is therefore 
53%, hence a similar rate of 50% was applied for overheads in FY 2000. Past prudent 
management practices during abnormal weather periods has afforded WKG the 
opportunity to defer but perhaps not avoid certain non-safety-related projects. Therefore, 
to maintain system integrity and reliability WKG foresees the need to increase o q  
maintenance and system improvement spending to reflect current system requirements. 
The requirements are identified as: 

Shelbyville Main Replacement - Direct costs: $128,500 

Bowling Green Main Replacement - Direct costs: $52,000 

Bowling Green State Street Replacement - Direct costs: $70,000 

. I  I 

Bowling Green State StreetlAdams Street Replacement - Direct Costs: $60,000 

Owensboro Walnut Street Replacement - Direct costs: $27,500 

WKG also anticipates approximately $63,000 of additional blanket retirements and 
approximately $10,000 of additional transmission line leakage repair. The above- 
identified costs represents 36.25 percent of the FY 1999 system maintenance budget. 
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. Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 12 

Witness: Reddy 

- 

Data Request: 

Provide the actual capital ratios for Atmos as of June 30, 1999. 

Response: 

Atmos actual capital ratios as of June 30, 1999 are as follows: 

($000) 

Long-term Debt* 
&nount 
$399,607 

Percent 
43.85% . 

Short-term Debt . $110,228 12.10% 

Shareholders' Equity $401,378 44.05% 

Total $9 11,213 100.00% 

*Includes current maturities portion of long-term debt. 
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Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 19 

Witness: Marks 

Data Request: 

Refer to the Marks Testimony, page 8. It is stated that the TRC test measures the 
costs and benefits of a conservation measure from the broadest perspective as it 
represents the net benefit to society. Isn’t it correct that the TRC calculates the net 
impact on a utility and its customer base as a whole, instead of as a net benefit to society? 
If no, provide documentation to support the contention that the focus of the TRC is the 
net benefit to society. , Response: 

No. The supporting documentation is provided in the attachment to the response 
to DR 20 h. 

The TRC Test is interpreted as the Societal Test without externalities. In fact, we 
chose in the evaluation report for the Collaborative to call the TRC test the “Societal Test 
excluding externality adder”. I regret any confusion that this may have caused. 
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-Western Kentucky Gas Company - - 

’ Case No. 99-070 
KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 23 

Witness: Marks 

Data Request: 

Provide copies of all program materials associated with WKG CARES, including 
the program parameters established regarding the allowable program measures. 

Response: 

See attachment to DR 18 entitled, “Pre-Implementation BenefitKOst Screening 
ReSUltS.” 
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- Western Kentucky Gas Company- - 

Case No. 99-070 
KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 24d 

Witness: Marks 

Data Request: 

Provide the following information concerning WKG CARES: 

d. Describe the extent to which WKG CARES programs are available, 
affordable, and useful to all customers. 

Response: 

The WKG CARES programs are available for use by low-income WKG 
customers. As noted in Exhibit MM-2, the proposed rate Will cost about $.25 per month 
for each residential customer. The prospective annual program expense of $200,000 
equates to spending which is less than 0.3% of the normalized annual bill for all 
residential customers. This amount seems affordable. That the programs are useful to all 
customers is demonstrated by the positive TRC benefithost ration. See Response to DR 
20a - Appendix F on pages 4-5 in the attachment entitled “Process and Impact Evaluation 
of West& Kentucky Gas WKG CARES Program”. 
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.. -.  Western Kentucky Gas Company 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 25 

Witness: Smith & Marks 

. -  

. CaseNo. 99-070 - 

Data Request: 

the filing of this rate proceeding to recover the costs for WKG CARES, which began in 
1996. 

Given the provisions of KRS 278.285, explain in detail why Western waited until 

Response: 
KRS 278.285 provides no specific guidance regarding the time period over which 

DSM program costs may be collected. It merely provides that the issue may be addressed 
as part of a proceeding for approval of new rate schedules or in a separate proceeding 
which would be limited to a review of demand-side management and associated rate 
recovery issues. 

, . I  1 . .  , 
, . ,  . . .  . ,. .... . , > , . .  
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1 This was Western's first DSM program. Western TMyed it was necessary for 
thqprogram to produce data upon which to base a filing for mtk recovery. Western 
indicated this intention in its letter responding to Mr. Mills in qovember 1996. The 
WKG CARES process and impact evaluation report was not available until the timeframe 
during which the decision to file this rate proceeding was made. The WKG CARES 
program began in late November 1996. The first full winter heating season to provide 
information for the process and impact evaluation report did noi end until spring of 1998. 
The report was completed in July 1998 and presenteddo the Collaborative in September 
1998.1-Since the decision to file this rate proceeding was made shortly thereafter, it was 
decided that this filing was the best way to address thelissue of WKG CARES cost 
recovery. 

I ,. . I \ 
* 

I .. Copies of betMr. Mills' letter and Western's response from Mr. Boyd are 
attached. 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION - 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

- (5023564-3940 

October 30, 1996 

Mr. Earl Fischer 
President 
Western Kentucky Gas Company 
2401 New Hartford Road 
P.O. Box 866 
Owensboro, Kentucky 42302 

Dear Mf. Fischer: 

On October 20, 1995 the Commission approved a unanimous settlement agreement 
that resolved the issues in Case No. 95-010, Western‘s last general rate case. One of the 
provisions of that agreement was that Westem would initiate a pilot DSM program directed 
toward itslow income customers. Western agreed to work with a collaborative group and to 
fund the pilot program for three years at an amount up to $450,000 per year. Western also 
agreed, that if feasible, the brogram would be initiated in time for the 1996 heating season. 

It has been,a year since the Cornmision’s Order and the 1996 heating season is upon 
us. Also, Westem has’yet to file an application for cost recovek of DSM programs pursuant 
to KRS 278.285. ,We request, therefore, that you respond to this Iktter with a status report on 
Western’s DSM activities and its DSM collaborative. The Commission is interested in the 
current status of Western’s ‘efforts to develop possible programs and whether a- general 
timetable exists for when Western expects to have programs in place and/or make a filing with 
the Commission for recovery of DSM program costs. 

1 . I  c .  1 

. 

Please-respond within two weeks of receipt of this letter. If you have any questions 
regarding this request please contact Jeff Shaw of the Commission Staff at (502) 564-3940. 

Don Mills, 
Executive Director 

CC: Lee Allen Everett 
Atmos Energy Corporation 



November 15, 1996 
I 
L .  L1-j 

Honorable Don Mills 
Kentucky Public Servica Commission 
730 Schenkcl Lane 
Vtankfort, KY 40602 

RE: Your Inquiry dated October 20, 1995 

Dear Mr. Milk: 

Thank you for your tnterest in the progress of Western Kentucky Gas Company's ("We5.2m") 
demand-side management (nDSM") activitics. Western has been involved in DSM related 
activities comtcmplated in the unanimous settlement agreemcnt in Case No. 95410 since 
December of 1995. Our goal, which is a consistent with the settlement aFement, has been to 
itnylcnient a menue of residential customer DSM programs in titile for the 1996 heating season, 
We have succeeded in developing several programs, th i igh  the collahorativc efforts of the 
settlement partics and we are on the thmhold of implementing the program, whlch collectively 
arc called the Community Action Residential Energy Service ("CAKES") in mid November 1996. 
We belicve benefits ftom tlus program could be realized by m e  customers as Carty as 
December 1, 1996, which C O K C S ~ O ~ C ~ S  to thc beginning for the heating season. Attached is a 

Your letter notd that Western has not filed an application for cost m v c r y  of DSM program 
costs pursuant to KRS 278.285y;ou mrrcct._ We prescntly plan to wait until the "CARES" 
program produces some data upon which to-base a filing. To wdst in this effort the ''CARES'' 
~llaborativc Executive Committee. (which consists of reprcsentatfves from the Attorney 
Gencral's office, Kentucky Division of Energy, Kentucky Association for Community Action, 
Comtnuxity Aid Legal Services and Wcstern) retained the m i c c  of Hampton Strategies, Inc.. 
Hampton is an experh?nccd expert in evahatting DSM programs, and is planning to evaluate 'the 
program data in the Spring of 1998. Wc intend to file for cost fccovery at the appropriatc time, 
based on Hampton's recommendations. 

progress repon of ow CfTOrtS. I 

- 

Incidentally, the CARES collaborative is pushing for a press relcasc rcnnouncing the beginning 
of the program within the next ten (10) days. You or a member of your staff are welcome to 
attcnd future mwtings of the Collaborative, Again, tliatik you for your interest. if you have any 
questions, please contact me directly at (972) 788-3754. 

- 

Sincerely, 

EA&&$< Manager, Regula ry Affairs & Compliance 

Enclosures 
Y.O. Rnx ti50205 DalIns. Texas 75265-0205 21 4.99441227 
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Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 42c 

- Witness: Buchanan 

Data Request: 

42. Refer to tlie Application, Volume 10 of 10, Tab 15, Summary o Factors 

schedule, referenced as “WP Factors.” Concerning the calculation of the Residual 

Factor: 

c. Explain why it is reasonable to base the Residual Factor on the Western to 

Atmos ratios for Gross Direct-PP&E, Average Number of Customers, and Total O&M - 

Expense. 

Response: 

c. The residual factor used by Atmos is a modified Massachusetts formula. It 

is used to allocate the General Plant related items (plant and accumulated depreciation) of 

I I Division 02 General Office to-the business units of Atmos. The three part allocator - . 

~ 

I 
i alleviates the inequities that can occur if only one of the components is used as an t, $ 

s allocator. Gross plant, average customers and O&M expenses are a better reflection of . 
the types of functions provided by the General Office (also known as Shared Services). 

The General Plant assets of Division 02 are used in conjunction with providing these 

“shared services” to the business units. (Some examples of the functions performed by 

the General Office Division 02 are Gas Control, Billing & Remittance, and Investor 

Relations. A complete listing of the Shared Services functions is provided in FR 

10(9)(u), Volume 9, tab 2). 

. I ’  

’ 

For an extensive discussion of allocations and the use of a residual factor, please 

refer to the direct testimony of Mr. Arthur L. Litke who testified on behalf of Western 

Kentucky Gas Company in Case No. 90-013. A copy of Mr. Litke’s testimony is 

attached as “Attachment to DR Item 42c, pages 1-17”. 
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Attachment: to DR I Item 42c, pages 1-17 
- - 

- - - - - -  - 
- _  BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

1 
1 CASE NO. 90-013 

114 T H E  MATTER 

) RATE ADJUSTMENT OF 
WESTERN KENTUCKY GAS COMPANY) 

TESTIMONY OF ARTHUR L .  LITKE 

19 

20 

P l e a s e  state your name, employment, and business address. 

Ky name is Arthur L. Litke and I am Senior Vice President 

of the c o n s u l t i n g  firm H. Zinder & Associates, 1828 L: 

Street; N. W.r. Wa-shington, D.C. 20036, ' 

Please summarize your education and business.experience. 

I received a B.S. degree in economics in 1944,from Trinity 

College and an MBA degree in 1947 from t h e  Wharton School  

of Finance and Commerce, University of Pennsylvania. I 

did postgraduate work at George Washington University Law - 
School d u r i n g  t h e  1948-1953 period, and I a t t e n d e d  the 

Advanced'. Management Program at the Harvard University 

Graduate School of Busin%%% &%&istration in 1961. 

Since 1966, I have taught various accounting courses 

at Catholic, George Washington, and Georgetown 

Universities as a professor in accounting. 

the  regulatory accounting section of the Nat iona l  

Association of Regulatory Utility Commissioner's Short 

Course in 1971 and 1972. 

was a member of the Board of Nominations for the  

Accounting Hall of Fame at Ohio State University. 

I a l s o  taught 

During t h e  period 1973-1983, 'I 
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2 3  

2 4  

25 

26 

27  

MY professional affiliations i n c l u d e  t h e  American 

Arbitration Association, t h e  American Accountants 

Association, the American lnstitute of Certified Public 

Accountants, where I s e r v e d  on the auditing procedures a n d  

t echr . ica1  standards committees; the District of  Columbia 

Institute of Certified Public Accountants, t h e  Assoc ia t ion  

of Government Accountants, where I served as national 

president; and t h e  International Consortium on Government  

Financial Management, where I served as president. I am a 

Certified Public Accountant in the S t a t e  of North Carolina. 

From 1964 t o  1973, I was the Chief Accountanttof the 

Federal Power Commission (now the Federa l  Energy 

Regulatory Commission). In this position I was the 

principal advisor and consultant t o  the Commission for 

accounting, financial, and statistical matters. Further, 

I was responsible for all of .the activities in the 

I Commission's Office of Accounting,and Finance, which 

included-accounting, auditing, depreciation studies, and 

statistics and f inance ,  including r a t e  of return 

activities. I was also a member of the 1973 and 1978 

Natural Gas Survey and the 1973 National Power Supply 

Update. 

During the period 1973-1978, I was an original member 

of the Financial Accounting Standards Board. The Board, 

which consists of seven full-time members, establishes 

financial accounting and  reporting standards for the 

private  sector. The same standards a r e  generally followed 

- 2 -  
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b y  r e g u l a t o r y  agencies  and regulated compani-es; - 

In 1978, I served as  an Associate  Administrator, 

Economic Regulatory Administration, Department of Energy.  

For t h e  period 1978-1981, I served as 6 consultant t o  t he  

Conptrol-ler General of the Uni ted  S t a t e s  on regulatory 

n ta t t e r s .  During this period I a l s o  served on the h'stional 

Association of  Regulatory Utility Commissioners 

Subcommittee of S t a f f  Experts or1 Accounting. Since 

leaving the General Accounting Office I have been employed 

by H .  2. inder  6 Associates. 
. . ., . ..,.-.' ,. . /i ...- ..-<:.y 

. ' . . '  a 11. . ' , . . ,  . ' +' ..I h a v e  published numer.ous. a r t i c l e s  on regulatory .. ': 

12. ' . acco.un.t.in.g%atters, . .  t h e  most recent being a chapter on . .  
: - 

.. .. . .  
i3 regulated industries i n  the Burton, Palmer and Kay 

1 4  Handbook of Accounting and Audit'inq published in 1981 by 

1: 15 Warren, Gorham 'and Lamont. 

16 . Q .  What- i s  t h e  purpose of your. testimony in this- case? 

17 A .  Atmos Energy Corpoiation/Western Kentucky Gas (Atrnos) I ,  I 

I 
1Ec . requested my (1) o p i n i o n  a s  to w h e t h e r  t h e  allocation I 

LO 

2 0  

21 

methodology u s e d  by Atmos t o  allocate i t s  corporate  

services c o s t s  to  Western is reasonable and would r e s u l t  
.. 

in a f a i r  allocation of c o s t s ,  and ( 2 )  comments on Mr. 

2 2  * Thomas C. DeWard's specific recommendation 'D' t h a t  a 

2 3  complete a u d i t  be performed a t  the corporate level before 

24 any increase i n  corporate charges to Western be approved 

2s by the Public Service Commission. 

26 Q. What is your conclusion? 

I - 3 -  
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- .Although my- review was limited b y  t i m e -  c o n s t r a i n t s ,  I 

believe the allocation methodology used by Atmos gives a 

reasonable r e s u l t .  

"hat do Atmos'  corporate service c o s t s  represent?  

A l l  costs of  operating t he  headquarters 0-f Atmos amounting 

t o  $15/324,309 of w h i c h  $ 4 , 7 4 5 , 1 6 8  or  31 percent were 

allocated to Western. 

Bow s h o u l d  such costs  be allocated? 

I n  e l l  c a ~ e s  whexe a causal relationship can be shown, the 

expenses should be directly a s s i g n e d  to a spec i f i c  

product,, function, segment or  company. Direct assignment 

is the most widely used method for allocation of service 
.* 

costs. When direct assignment I 8  not feaGible, homogenous 

costs are assigned t o  a cost  pool and allocated to 

activities on a cause and effect basis such as usage for 

computer operations. Remaining expenses- not assigned on 

I the above basis a r t  referred.  t o ' a s  residual expanses and 

are al located on a variety 02 b a s i s .  I 

. ... _. . How are these residual expenses allocated? - _  

There 8re a wide variety of allocation methods, I n c l u d i n g  

sales revenues,  gross plant, cost of salee, cost i n p u t ,  

d i r e c t  iabor expenee, payroll expense, employee 

head-count, v a l u e  added, production c o s t 8 ,  and formulas 

consisting of two or more factors. 

Is the method a l locat ing  residual e x p e n s ~ s  important? 

z - 3  . ".- ,. .- 

Y e B ,  it  is very  important. The amount of these costs 

- 4 -  
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a l l o c a t e d  to a .specific company or- a c t i v i t y  can- be 

profoundly affected by the allocation method se l ec ted .  In 

this case ,  t h e  r e s i d u a l  expenses must be fairly allocated 

t o  the various activities of Atmos. O t h e r w i s e ,  t he  c o s t s  

-and p r o f i t s  of these -various activities w i l l  be mistated. 

Some activities w i l l  bear  an u n j u s t  burden, and other 

companies will be undercharged. 
. .I . .*. 

Q. Are the same allocation percentages derived f o r  a l l  Atmos 

companies in this filing used in o t h e r  regulatory 

jurisdictions by Atmos? 

A .  I I have been informed by Atmos that the- same percentages 

2 2  Q. 

23 

24 

2 5  A .  

2 6  

2 7  
1 

are used in t h e  other jurisdictions in which Atmos 

activities are regulated i . e . ,  Texas and Louisiana. 

Because over 90 percent of Atmos' activities are regulated 

little, i f  any, benefit accrues to Atrnos if one activity 

F h a s  a larger percentage assigned t o  i-t because the'other 

r e g u l a t e d  companies will likely be allo'cated a smaller, 

percentage. 

Are specffic allocations methods for these types of c06ts 

prescribed by regulatory agencies? 

Generally not. 

Based on your experience at the Federal Power Commission 

(now the Federal Energy Regulatory Commission) what does 

that Commission require? 

The FERC Uniform System of Accounts does not specify any 

single appropriate allocation method for these expenses. 

As a matter of practice, however, the FERC accounting 

.- 

- 5 -  
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staff requires , t h a t  

particular company 

remaining or residu 

the- expenses be directly assigned to a 

or activity) wher,ever p o s s i b l e .  Any 

1 expenses may be allocated. The 

allocation method selected by a company is generally 

accepted SO long as t h e  end-result is reasonable. 

Have any of the accounting standards bodies made any 

pronouncements on the subject of allocating residual 

expenses? 

Yes, The Cost Accounting Standards Board (CASE) issued a 

Cost Accounting Standard (CAS)  in 1972 on the allocation 

of, Home Office Expenses to Segments - CAS 403, 4 CFR 280. 

A home o f f i c e  is defined as *an office responsible for 

directing or managing two or more, but not necessarily 

a l l ,  segments of an organization. It typically 

establishes policy for, and provides guidance to, the 

segments in their operations. - It u s u a l l y  performs 

.management, supervisory, or administrative functions, and 

may a l s o  perform service functions i .n support of the 

operations of the  various segments," 

What is the CASB? 

The CASB was established by P u b l i c  Law 91-379 and was 

organized i n  January 1971. It i s s u e d  19 cost accounting 

standards before funding for its operation ceased in 

September 1980. Funding was reinstated in 1988 and the 

CASB resumed its operation, although in a different mode. 

The Board's standards do, however, remain in force and 

- 6 -  
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must be used by c e r t a i n  federal a g e n c i e s  and  d e f e n s e  

contractors. 

P l e a s e  describe CAS 403 - Allocation of  Home Office 

Expenses  to Segments - t o g e t h e r  w i t h  its rationale. 

Before describing CAS 4 0 3 ,  1-would l i k e  to point out  

the results reached were attained after extensive 

that 

research, public comment and due deliberation of a 

professionally qualified body established by Congress to 

specifically consider appropriate cGst accounting 

matters. Although the CASE'-s authority only technically 

extended to negotiated defense contracts, the reasoning 

behind CAS 403 is clearly applicable t o  other similar 

situations. 

CAS 403 was established to resolve continuing 

problems concerning t h e  equitable allocation of home 

o f f i c e  expenses to the various segments involved in 

negotiated defense contracts. The standard requires t h a t  

home office expenses be directly assigned on a beneficial 
! 

1 

or  causal basis t o  the maximum extent practicable. 

standard a l s o  provides for the assembly of certain costs 

in l o g i c a l  and homogenous pools t o  be assigned on certain 

specified bases. 

The 
I 

I 

Those expenses which have not been 

assigned and generally relate to 

organization as a whole are categorized as residual 

expenses. 

managing the 

According to the standard, residual expenses are t o  

be allocated on the b a s i s  of a three-factor formula. The 

- 7 -  
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(c)(l)...This formcla is considered t o  result in 

appr'o;riate alloc-a-t.ions -of the r e s i d u a l  expenses of 

home o f f i c e s .  I t  takes into account three broad 

areas of management concern: the employees of the  

3 
I 

3 

4 

5 
organization, t h e  b u s i n e s s  volume, and t h e  capital 

- -  . .  . . - . - -  6 ' "I 
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2 7  

invested in the organization. 

r e s i d u a l  expenses to be allocated to any segment 

pursuant to t h e  t h r e e  factor formula is the 

arithmetical a v e r a g e  of the following three 

percentages for t h e  same period: 

( i )  

The percentage of t h e  

The percentage of the segment's payroll 

dollars to the total payroll dollars of 

all segments. 

(ii) The percentage of the segment's 

operating revenue to the total operating 

revenue of all segments.' For t h i s  
.- 

e -  

purpose, the operating r.evenue of any 

segment s h a l l  include amounts cbarged to ' 

o t h e r  segments and shall be reduced by 

amounnts charged by o t h e r  segments f o r  

purchases.  

( i i i )  T h e  percentage of the average n e t  book 

va lue  of the sum of the segment's 

t a n g i b l e  c a p i t a l  assegs-plus-. inventories 

to the total average net book value of 

such assets of all segments. Property 

- 8 -  
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held p-r ima-r i ly-  f o r  l e a s i n g  t o  others 

shall be e x c l u d e d  from the computation. 

The avera-9e net book va lue  s h a l l  be the 

average of t h e  net book v a l u e  a t  the 

b e g i n n i n g  of t h e  organization's f i s ca l  

year and  t h e  net book value a t  the e n d  

of the year.. 

In explaining i t s  reasoning, t h e  Board stated that i t  

has concluded that where t h e  amount of residual expenses 

are material, a single allocation formula should be used 

by all contractors. The Board also stated that the 

three-factor formula is the preferred method f o r  such 

allocation, The Board specifically f o u n d  that ( 4  CFR 289): 

The use of the three factors  in the formula 

minimizes any d i s t o r t i o n  that may result from 

any one of the- factors. 
. "  

The three-factor formula is selected ' 

because it takes into account t h e  major 

subjects of management concern,  i . e .  , volume 
_. 

...- of activity, employees, and invested 

capital. Some companies consider t h a t  the 

time, effort, and attention of top management 

attributable to various segments are 

approximately proportionate to the volume or 

a c t i v i t y  of those segments, Revenue is  

c o n s i d e r e d  by some companies to be a 

g e n e r a l l y  reliable and convenient measure of 

- 9 -  
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volume- or  a c t i - v i  ty.- Other, companies believe- . - - 

that top management efforts are primarily 

devoted to the employees of an organization 

and, therefore, advocate the use of p a y r o l l  

for allocating t h e  cost of these efforts. 

Still o t h e r s  believe that a m a j o r  top 

management concern is the management and 

deployment of the c a p i t a l  invested in t h e  

organization; f o r  t h e  purpose of this 

formula, t h e :  ne- t  book value of tangible 

. capital assets and inventories is .considered 

by the Board to be a reasonable 

representation of invested capital. 

. .  In essence, the CASB has stated that the three-factor 

formula is  a- fair- allocation formula and gives reasonable 

results i n  the- federal government's dealings with .the 
,. , 

. . . '  pr ivate  sector. The residual expense.  allocation method 

:, 
,. 

: prescribed by the CASB, i . e . ,  the three-factor formula, is 

for all practical purposes  the same a s  the general 

allocation factor used in this filing for allocating 

certain Atmos service costs to the subsidiary companies. 

.-  

2 2  Q. In describing the allocation methodology used in this 

23 case, Nary S. Love11 indicated t h a t  general a l locat ion 

24 factor used in this case was derived from the 

25 Massachusetts f o r m u l a .  What is t h i s  fornula? 

- 10 - 
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The Massaehusetts-formula is composed of three e-qual ly  
- 

weighted p a r t s ;  gross payroll, operating revenue and  g r o s s  

plant from which a Percentage is derived and applie-d to 

certain Atmos service expenses to determine Western's 

allocated shar-e. 

Ms. Love11 indicated that f o u r  factors were used in 

deriving the general allocation formula whereas the 

Massachusetts formula uses but three. 

A comparison of the components of t h e  two formulas shows 

What are your v i e w s ?  

the f o l l o w i n g :  : 

- .. Atmos 

Assets or direct plant 
Number of employees 
Mcf received in system 
Number -of customers ' 

Massachusetts 

Gross plant 
Gross payroll 
Operating revenue 

A l t h o u g h  there are three- factors i n  the Massachusettg 

formula and four in the Atmos formula, I do not b e l i e v e  

this modification h a s  anymaterial effect as to the f i n a l  

result. 

with payroll and Hcf received into t h e  system equates with 

operating revenue. 

s h o u l d  be made to recognize  the l eve l  of customers 

services. 

in the final percentage. 

residual factor allocation percentage was decreased to 

32.53 percent from 33.6 p e r c e n t  if t h i s  factor was 

excluded. 

I believe t h a t  the number of empioyees equates 

A t m o s  believes that some modification 

This modification gives effect t o  that  aspect 

In the case of Western, the 

. .  

I 

- 11 - 
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> The r e s u l t s  are.  v e r y  s i m i l a r  u s i n g  e i t h e r  f o r m u l a .  

L 1 T h e  r e s i d u a l  expense a l l o c a t i o n  percentage u s i n g  the 

2 Massachusetts formula compared t o  t h e  Atmos formula a r e  as 

L follows: 

- 

a 

WESTERN - ENERGAS TFANSLA NRG EElART EGASCO TLl6 
*> ( P e r c e n t a g e )  

7 Atmos 3 2 . 5 3  4 7 . 8 5  1 2 . 3 9  1.11 5.36 

c 

... 
0 . 3 3  0 . 4 3  

Mass. 3 3 . 5  4 5 . 8 8  1 4 . 1 3  1.14 4 . 5 5  0 .44  0.36 

g Q .  How e x t e n s i v e l y  is t h e  Massachusetts  formula used a s  a 

%.- 

i 3 basis for allocation? 

il 

12; . formula or some s i m i l a r  methodology. Moreover, over the 

A.. . I b e l - i e v e  t h e r e  a r e  a l a r g e  number of companies u s i n g  t h e  
, ,,.. . I ..+b 

I 
I 

13 years, the Massachuse t t s  formula, or a form t h e r e o f ,  has 

1 4  , been used by most states  a s  a b a s i s  for  apport ion ing  

15 c o r p o r a t e  income t o  a s t a t e  for income or f r a n c h i s e  tax 

1 6  p u r p o s e s .  

I 

_ _  1 7  Q. Is CAS 4 0 3  binding upon t h e  Commission?. 

i.2 A .  Certainly n o t .  My purpose in d i s c u s s i n g  this c o s t  

i9 

2 0  

accounting standard was to  show (1) t h a t  t h e  t h r e e - f a c t o r  

a l l o c a t i o n  method is  a well recognized rnethod--for 

21 distributing expenses which cannot  be d i r e c t l y  assigned, 

2 2  ( 2 )  that  the s tandard  was adopted a f t e r  extensive 

2 3  consideration by t h e  Cost Accounting Standards Board, a 

24 body e s t a b l i s h e d  by t h e  Congress t o  c o n s i d e r  cost  

2 5  accounting matters, and ( 3 )  t h a t  even though CAS 403 is 

26 not binding on this Commission, one o b j e c t i v e  of t h e  CASB 
I 

2 7  was to g e t  f a i r  cos t ing  standards w h i c h  would assist in I 

I 

- 12 - 1 
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. -  achieving a ' f a - l r  r e s u l t  to both the government' and 

contractor. In essence  this is one of t h e  very important 

objectives of rate-regulation and hence of t h i s -  

proceeding, i . e . ,  to achieve a result which is just and 

reasonable _to the consumers and the Company. I believe 

, ,: ;+<, . ' ;. 1 this methodology accomplishes this most important . . .  . - - . ,.._- 
. .  . ... .*, -. , . . .,: . .... - ....'".' - .: . .. 

. ,,. .. ...*.~ . . . .  . 

obje 'ct ive .  

Q *  

A .  

2.- 

Q. 

A .  

Why do you believe that the Massachusetts formula  

methodology is a proper method of allocating expenses  from 

Atmos to Western? 

First, we must accept the basic premise that  there is no 

one method which is without f l a w s .  Any method that can be 

d e v i s e d  will have certain defects. The question is which 

method will give a f a i r  and reasonable result over a l o n g  

- -  

per iod  of ti,me under v a r y i n g  conditions with the least I 

probability of significant distortion. I b e l i - e v e  t h a t  in 

the case of a company with several segments as Atmos, a . 

formula approach which considers l a b o r ,  revenues, and 

plant realistically recognizes the major concerns  of 
-- 

management, ( i . e .  _I_ management of i t s  activities, property 

and people). 

In your r e v i e w  of the allocation basis and categories 

allocated, do you believe t h a t  the basis used a r e  
. 

appropriate? 

Cost allocation inevitably raises difficult q u e s t i o n s  

where answers f r e q u e n t l y  a r e  not clearly r ight  or c l e a r l y  

wrong. However, considering t h e  constraints under which 

- 13 - 
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Atmqs-Western found itself w h i l e  prepa-ring for this  

filing, I believe t h a t  the allocstion b a s h  Used kere 

reasonable and will result in a f a i r  allocation of Atmos 

serv lce  costs.  iiowever, I believe those categories w h i c h  

used the residual formula s h o u l d  be reviewed t-o determine 

the extent ,  if any, where direct al locat ion could be 

feasible. For example, the legal and governmental 

a f f a i r s ,  gates,  and i n t e r n a l  a u d i t  functions. 

I understand that Amos is continuing to review 

categories of expenses and departments where direct 

allocation may be f e a s i b l e .  

0. Will these suggestions have a material effect on the  

allocation results? 

A .  Over time, probably not. A 6  Ms. Love11 ind ica ted  in her 

testimony, 4 study made of direct chatginq in terna l  a u d i t  

. cost8 to Western compared t o  t h e  r e s i d u a l  method resulted 

in -only -abou,t a .02  percentage point variance from that 

used i n  t h i s  filing, 

As-indicated in my testimony, a l l  items should be 
_ -  

'--.directly charged where'po6siblt, pooled costs ahould be 

allocated on a causal basis and the balance should bo 

allocated based on a r e s i d u a l  formula. I understand t h i s  

i s  the  objective of Atmos. - ~* 

0 .  Mr. Deward recommends t h a t  a complete a u d i t  be performed 

a t  thm corporate l e v e l  before any increase i n  corporate 

service charges is approved above t h a t  in the previous 
case before t h e  Public  Service Commission (Case No. 9 5 5 6 4  

- 1 4  - 
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20 

21 

22 

23 
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27 

A .  

C. 

A .  

Q *. 

A .  

0. 

A ,  

- .  .. 

da-ted- c c - k & f 3 ' I ,  1986) is approved. ( P a g e  -8, D-irect- 

Testimony) 

T h a t  is correct 

w h a t  does be suggest that t h e  a u d i t  er,compass? 

It a p p e a r s  t o  me that he envisions a detailed f i n a n c i a l  

and management a u d i t  of corporate service costs together 

w i t h  a r ev iew of the  allocation of service c o s t s  to its 

subsidiary companies. 

Based upon you-r review of the  allocation methodology 

employed b y  A t m O S ,  do you believe t h a t  such an extensive 

a u d i t  is necessary before t h e  appropriate corporate 

- 

service cost level can be approved by the Public Service 

Conmi ssi on? 

NO. 

P l e a s e  explain. 

Obviously, Mr. DeWard has little, i f  any,-confidence in 

A t m o s '  corporate service c o s t s  allocation methodology. I 

do not share t h i s  view. 

I m u s t  assume (1) t h a t  Atmos has the prerogative to 
_- 

organ ize  its  corporate off ice  to ref lect  its management 

philosophy, ( 2 )  c o s t s  a s s o c i a t e d  w i t h  each department are 

those associated with that activity, ( 3 )  the costs are 

permissible f o r  regulatory  purposesI ( 4 )  direct charges 

are made where appropriate, and  ( 5 1  the b a s i s  used for 

allocation has d cause and effect logic, 

For instance, the Human Resources Department costs  

a r e  allocated on t h e  b a s i s  of year-end number of 

- 15 - 
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_. 

employees. 

relationship. 

Here X believe that- this I s - a  causal  

What about t h e  E X e C U t i V e  Department w h e r e  a general  

a l l o c a t i o n  i s  used? 

In t h i s  case, 1 believe t h a t  it i s  unrealistic to expect 

management to keep time sheets aa t o  where their time is 

spent. Their t ime is spent running the corporation as a 

whole and managing its varied functions. The residual 

allocation is appropriate. 

Do you believe that the corporate expenses Should be 

limited to t h e  9556-M ceiling? 

No, $278000 per month or $324,000 per year i s  not 

reasonable on its face to  recover costs  associated- w i t h  

general o f f i c e  services  rendered on b e h a l f  of Western. As 

previously. s t a t e d  there is not precise . r i g h t  number when 

-allocation is necessary. 

reasoneblo and f a i r  r e s u l t .  

our i n d i v i d u a l  judgment and experiences. 

The best  one- can do is come to 9 

What t h a t  may be is based on 

The fact that  corporate 8ervice costs  a l loca ted  t o  

Western may have incteased does not mean these costs are 

unnece6ssry. 

Western was having d i f f i c u l t  times when it was acquired 

As i n d i c a t e d  by Mt. Purser's testimony, 

and may not havu been managing a t  the appropriate resource 

level. Further8 frequently in order to achieve better 

management and more efficient operation6 expenditures of 

ftrnde are necessary. 

Does t h i s  complete your testimony? 

yes, it does. 

- 16 -. 
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BEFORE THE PUBLIC SERVICE C9MMISSION OF KENTUCKY 

1 

1 CASE: NO. 90-013 1 
1 

IN THE MATTER OF 

RATE ADJUSTMENT OF 
WESTERN KENTUCKY GAS COMPANY 

C E R T I F IC A T E 
, , v t y  -- 

I ,  Ar thur  L ,  Litke, have answered-the above 
questions propounded to me in Case No. These 
-answers-and e x h i b i t s  constitute and I hereby a d o p t ,  
under oath, t h e s e  answers and exhibits as my prepared 
direct  testim0ny.h said Case. 

90-013. 

c DISTRICT OF COLUMBIA 

CITY OF WASHINGTON 
-0 - 

SUBSCRIBED AND SWORN TO before me by Arthur L. 
Litke, on t h i s  26th day of J u n e  1990. 

of- Columbia 
Hy 'ConunissLon Expires 

I 

I 
I 

j 
- i  . -  

I I 

! 

- I  
i 
! 



Western Kentucky Gas Company 
Case No. 99-070 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 71 

Witness: Adams & Gruber 

Data Request: 

On page 9, lines 10 through 17 of Ms. A h ’  testimony is a discussion of the 
increase in the forecasted test period communications expense that is attributed to 
increased use of mobile data terminals (“MDTs”) and higher cellular usage. Provide a 
schedule showing the cost amounts, MDT units acquired and plant accounts charged 
since the project inception, showing the years in which the investments in MDTs were 
made. 

a. Does Western have contracts for communications expenses, such as long distance and 
cellular usage? 

b. If yes, provide the old and new contracts and an explanation of why the usage was 
deemed to increase in the forecasted period considering any contractual changes or 
change in services used. 

c. Give a quantified determination of how this increase was estimated and whether the 
costs are under contract or not. 

Response: 

In addition to the response provided to this question previously, Western submits the 
following: 

Western has acquired 88 MDT units as follows: 

11/25/99 1 
0 1 13 0198 33 
02/6/98 44 
02/12/98 9 
03/4/98 1 

b. Attached are copies of all of Western’s cellular service contracts. 

c. To determine whether Western’s cellular costs would increase in the forecast period, 
Western looked at the most recent cellular cost data (See attached chart entitled, 
“Monthly Cellular Cost for western Kentucky Gas”) and clearly identified that the 
trend of cost increases in this area was continuing. Additionally, implementation of 
the MDT’s, which did not begin in earnest until February and March of 1999, was 
moving toward the June conversion to the new billing system. Since the MDT’s were 
designed to work with this type of system, the effectiveness and, therefore, use of the 
MDT’s was expected to be further enhanced. MDT’s’require a cellular modem and a 



cellular line to effectively move orders to and f?om field operations to the Customer 
Support Center. Each field technician also carries a hand held cellular phone to 
provide communications in cases of service order questions and emergencies. 

The fixed costs of the cell lines are under contract, while the usage cost varies. 
Increased usage of cellular units is anticipated with further roll-out and field 
experience. It is also important to note that construction and maintenance crews have 
yet to convert to the use of cellular technology but such applications are projected to 
come on line in FY2000. 
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Total Ipast Due Cunent Monthly Other CredlB 
(Remlt Irnmedlatsly) Charges p1 Charges 

40.27CR - 2.634.31 105.67 

8 BEusouTHMobility' I 

3231 Nor th  G r e e n  River Road 
Mile, IN 47725-1379 

Total Amount 
Due 

2,779.71 

WES" KY GAS 
ATTN: YF2F WHITING 
2403. NEW HARTFORD RD 
OWENSBORO KY 42303-1312 

Accaunt Number: soa-016-ia48 
Total Amount Due: 2,779 -71 
Due Before: 11/08/98 

AMOUNT PAID1 $ I 

80 BOX 530031 
ATLANTA GA 30353-0031 

8 00460000000 50201612480 00000277971 4 

8 BELL SO^ Mobility' 
t .  Check ID 

. .  3231 N o r t h  Green River Road 
Evansville, XN 47715-1379 

I I 1 

WESTERNKYOAS 
Bill Period Ending: io/ii/ga 
Account Number: s02-016-ia48 

BlUlng hrqufirea Can Cuslomer Setvice 
24 hours a day Bw951-2400 

Xour BellSouth Mobility Wireless B i l l  L O O W  ,Different 

Your BellSouth Mobi l i t y  bill looks different this month, but: your Qervice has 
not  changed. Ag you are aware, BellSouth Mobili ty acguired the United Sta tes  
Cellular (Cel lular  One) markets that  provided wireless service t o  K a n t u w  and 
Southern Indiana reddents,  i n  Novsmber, 1997. Over the l a s e  ten mmths, 
BellSouth Mobi l i t y  has continued t o  merge t h e  various back o f f i c e  systems to 
better service our customers. me of these change6 i s  converting YOU bill to 
leak l ike  the BellSouth K o b i l i t y  bills used by all other BellSouth Mobility . 
markets. W e  recently sent you a l e t t e r  explaining the W g e s  that mu would 
see regarding the rook of this bill and a possible change t o  price p lan.  

Ehcloaed i s  an h a r t  thst w i l l  further explain the difference between your lasl 
month*a bill and this month's bill. We, at 3ellSoue)r Mbility, are proud t o  
have you as a customer. W e  a m  camit ted to offering our customers the latest. 
ha wireless technology, the most extensive variety ,h ~ervice plans and phones, 
and sugeri8r customer service &le maintaining affordable prices. 

I 

- _  - _  
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I 

Summa of Chatges for Moblle Aocourit Number: 602-016-1248 
Fof Bill &lod Endlng 10/11/98 

NO. b331 Y. 16 

Page 3 of 79 

cmnmm*-- 
matmy B.rrioe lr424.10 
m&g-cy 911 S a N i C O  m e  38.50 
L O C d  A h t h O  -08 545.00 

Total Airtime Usage 3 , a s i . o  

Wight -tea 20.0 

BELLSOUTH MNO DIST 37-88 
I N T W T A  TO&& . 7.35 

Federal 75. l a  

Package Mlnures 1,701.0 
Peak Minutes 2 , 1 6 0 . 0  

Bo- cbarosli 910.37 (includes state h local  taxes) 
b-8 SZrcL D ) i h c f ~ y  A a m i n t a n c .  Qurpeu 

T-8 170.8% 

state 130.74 c-w 64.85 
%X!ALCWtSEWT-YC3iAXWj 

OTHBI -I!cS k -8 (~etails an l a n t  page) 

TOTAL AMOUNT DUE BEFORE 11/08/98 

. 2.6.336.31 ' 

2r779.72 
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Total PalH Duo 
(Remlt Immedlatefy) 

366.f3CR 

3231 North Ween River Road 
Bvansrrflle, IN 47715-1379 

0th~ Credits Total ArnOun t Current Monthly 
Due Charges & Charges 

7,387.25 

WESTERNKYGAS 
ATTN: JEFP WHITING 
2401 NEW HAEtTFORD RD 
OWENSBORO RY 42303-1312 

492.13 

. - NO. 6331-P. 17- 

7 ,512 .85  

Account Number: 502-016-1240 

Due Before: i a m ~ s e  Totel Amount Due: 7,512 -85 

AMOUNTPAIDIS . f 

@ B m  Mobility 

PO BOX 530031 
ATLANTA GA 30353-0031 

4 8 00460000000 5 02 016124 8 0 00000751285 

WESTERN KY GAS 
Bin Pehd Ending: 11/11/98 
Accounl Number: s02-016-aaqs 

Bnhg inslu'riea, Ean Customer Service 
24 hcurs a bay 800951-2400 

Okay maybe sme of YOU haven't  heard, but  the 502 area code is nearing 
exhauetion. So we are new going to  have a new area code to accompm our old 
area code. !Phis means that  there w f l l  be two v a l i d  area codes for the dew aree 
now served by We 502 area code today. what this  a l so  means is that everyone 
(wireless and w i re l ine )  w i l l  be required to d ia l  1 0  digits - even fw, what 

h i s t a r i c a l l y  have been local calls. This 10 d i g i t  d ia l ing  only applies t o  thoa 
terr i tories  served by the exdsting 502 today. 

There will be a pennfasive dialing period beginning 10 /2 /98  where custmers 
cm complete calls wdth  7 or 1 0  d i g i t s .  W e  can do this Codlay fram o m  m o b i l e s ,  
SO this shoul&*t Pose.us ~ J W  problams. Mandatory 10-dig i t  dialing w f l l  begh 
4/2/99.  

.. .. 

. -  
. .  



AUb. I U .  I Y Y Y  IU.:13xM U3LL MbMN'I' 

Summa of Charges for Moblle Account Number: 502-0161248 
For Blll ?ked Endlng 11A ID8 

. .. . 

. .  

196.66 .... 
231.90 
115.87. 

OVSZR atKmTS c c8ARcgs (mtaile DZI loet pnpe) 

TOTAL AMOUNT DUE BEFORE 12/07/98 

NU. 8331 l'. 18 

a, ea7 .14 
2.ee7.14 

366.53- 
366.5341 

366.53CR 

19.87 . <  

88. 91 
944.43 

71 387.25 

7r 512.85 

. .  

- .  

I 



--* AUG, 10. l Y Y Y  

Total Past Due 
(Flamh Immedletely) 

7,512.05 

. .. 

Current Monthly Other CreUlts Total Amount 
Charges & Cbargea Due 

S I  125.51 262.69 12,901.05 

..? 

."' . 

. .  . 

3231 N o r a  Orem River Road 
Evansville, 337 47715-1379 

A c ~ ~ u n t  Number: 502-016-X248 
Total Amount Due: l a ,  901.05 
Due Before: 01/06/99 

m s m  KY GAS 
AT": JEFF WRITING 
2401 RARTFORD RD 
OWENSBORO Ky 42303-1312 

8 B€USCWlH Mobility' 

PO BOX 530031 
ARrANTA GA 30353-0031 

8 00460000000 502016124eo 00001290105 0 

WESTERN KY GAS 
Bill Perlad Endlng u / i i / 9 8  24 hours a day 800-351-2400 
Accaunt NumSer: 502-016-1248 

BlUlng inqulrlw, CaR Customer Selvloe 

Beginning wi th  January bills, the Kentucky PSC roquires that 
'Kentucky Lifeline Support' fee  i n  the amount of $.OS per l i n e  f o r  each Kentuck 
customer. The Lifeline fund, one o f  two state miversa1  Service fun&, enables 
certain low-income and disabled persans to rece iw local telephone service at 
reduced rates. 

The second Xentucky state fund it, expected to be established in 1999 t o  supgort 
local telepbons service i n  'high-cost' areas of the S t 8 t B .  

collect  a 

c 

- .  - _  
. -  . -  



I .' AUG, 1U. l Y Y Y  1 U :  1SAM uscc M G M " 1  

Summary at Charges for Mobile Account Number: 502-01 61248 
For BllI Period Endlng 12/l1/98 

3,221.93 
110.19 
86.10 

295. OOCR 
so). 83 

Page 2 af 16a 



A U L l U .  l Y Y Y  1 U : l b A a a  U3LL IbblNI 

3231 N o r a  Green Rim RoM 
S'vmsvllle, Dl 47715-1379 

@ fEUSW?H MobiTrty' 
3231 North Green River Road 
lWuasville, IN 677154379 

Amount Pnld Pate Pald Check# 

WBSTERNXYOAS 
ATTN: JGFF WXITING 
2401 NEW HARmom RD 
OWENSBORO XY 42303-1312 

Tatal Psst Due 
(Remlt Immecflably) 

5,347.17 

PO BOX 530031 
ATL?WTA GA 30353-0031 

~ ~ - -- ~ 

Current MIoMhly Other CredltB TOW Amount 
Charge0 dr charges Due 

5,509.02  122.03 i o ,  979.22 - 

8 00460000000 50 2 0 16 12 4 8 0 0d001097822 5 

1 
, .  r -  

For Customer use 1 

I I I I 

WESTERNKYGAS 
Bill Period Endlng: o w i / 9 s  
Account Numbec s03-016-126e 

IS YOUR CWWX" RATE PLAN TBh' REST FOR YOU? 

PACT: You$ needs change. 
FACT: So do o w  race glans. 

A t  anytfme during your contract you can charage f m m  your current rate plan to 
one that betret fit9 your needs ~ b l  they change. 
different rate p l r ~ r l ~  t o  choose from.* 

*Some pramotional plane and/or features are only  available t o  new activations. 

Bellsouth Mobility has m m y  

.. 

. .  
. .  



Summa of Charges for Mobile Account Number: 502916-1248 
For Bill rerlod Ending O l t t  1/99 

Federal 
State 
county . 

- G W w q a r a L Y -  

146.59 . . ~  
231.65 
110.86 

3, a4i.93 
uo -19 
86.10 

710.67 

Page 2 of 159 

. 5.509.02 

2- 

1 0 . s m . z ~  



@ BzulsouTH Mobilit)r 

3231 N o r t h  O r e m  River Road 
m i l l e ,  IN 47715-1379 

WESTERN Ky w 
ATCN: JEFF WHITING 
2401 HARTFORD RD 
OWENSBORO KY 42303-1312 

PO BOX 530031 
ATLANTA CUi 30353-0033. 

YOU HAVE AN ADDXTICNAG "BER ON YOUR XW!i"LY CEliLuwIR 

J ~ I  Narch, BellSouth Mobility will be assigning ad account number 
t o  each cellular cuatmer. 
monthly c e l l u l a r  bill. 
continuad efforts in better serving our cwtamera. 

The addit iad of the account number $6 an improvement to'our 
I n te rna l  customer account system. At this  time. the account 
number w i l l  not need to be referenced when inquir ing  about 
your current service. 
accounc k y  mobile number. 

T h i 8  number wil l  appear on yolrr' 
It is part of BellSouth Mobi l i t y ' s  

We will continue t o  a c c e ~ ~  your ce l lu lar  

- _  
. .  

- _  
. -  



AUb, IU.  I Y Y Y  1 U : l b f t M  USLL MbMN1 r 

Summary of Charges for Moblle Account Number: 502-016-1248 
Fot 8111 Perlod Ending 02/11/99 

Page 2 of 177 

9,840.0 

4,367 - 0 
379.0 

5,0l4.0 

88.0 

, ’. 

173.77 . 
265.44 
132.72 

-IT8 t (I%tkFzs cva I4.t page) 

TOTAL AMOUNT DUE BEFORE WOW99 



AUG. 1U. l Y Y Y  1 Z : Z ; J r M  USCL MtibiN'I' 

1690 Lyndon P a m  Court 
Soouiwville, UX 40223-4029 

PO BO11 530047 
A l " T h  GA 30383-0047 

22022001642700101999041~0000057144020~ 
1650 L-n Farma Courr 
i o u i s v i l l e ,  XY 40223-4029 

onzsmpuIKyGps B i l l -  h m i e s ,  c a l l  C u s f w  Sexvioo 
Bill Period EndLngr 04/11/99 24 b u r a  a day a t  800-351-2400 
Pccount N d e r :  22001642-001-22 

TOCal Current Monthly other Credlta Total  Amounr 
Fas t  Due Cbargee c Charges Duo 
0.00 5,716.65 -2.25 ~ ~ 7 i a . 4 0  

XrTENTIoN CmTOHERs W I T "  THz SO2 ARgA CODE 

haa been deaignated ab rhe initial date BellSouth Nobility will begin 
m e  to Che weatern Rentucky area code s p l i t ,  April 19, 1999 

repsbgrarmning Western Kenrucky cuatometb' c e l l u l a r  telephones. 

If nux phone number a E b  w i t h  a 502 area code, you w i l l  need 20 .take. - 
your ce l lu lar  phone by any B811SOUth Wobllity r e t a i l  8tOrc. 

A BellSouth Mobility repraeentbtive W i l l  repropram youf phone 
t o  the A- area code 270 within 9-10 minutea. 

Tho area code change w i l l  only  effect those c u n t m x s  
who c u r r e n t l y  have a 502 axes code i n  mea phone owber. 

If you have m y  questions bbout your c e l l u l a r  s W 1 C e .  
including the area  code ehmge, pleado stop by 01: contact 

yo= l o c a l  BillSouth HobilLty r e t a i l  store. 

The new 270 are8 code will not change your current  loca l  c a J J b W  area. 

The 832 area code cuswnera w i l l  noc be effected. 

.. 
. -  

e _  



m 0 1  BuiLlaro AcTfvITY 
prrvlaua BalanCO 
Payments Received thru 04/12/99 
Mdjwtnnntrr to Prerbua Balance 

TOTAL PAST DUE 
Padr Due Balanm 

cmu\zAT BIUIrn ACTXVITY 
nnnthly Service 
optional Beaturea 
Bmmrgcncy 911 Service Fee 
UdverBal Svc Charge 

t o w 1  Utime  Ch8Xga8 
Total AirglPne Vaage 
Package ninutes 
Poak Xinutea 
off Peak Xinucea 
Night Minutes 

Roamer charges 
(includes $tare c local eerxee) 

1,709.59 
-1,709.59 

0.00 
0.00 

3287.90 
141.21 
06.80 
42.86 

902.44 
10,365-0 
5,352.0 

4530.0 
492.6 
52.0 

Long Distance and Directosy Assistance Chargea 
INTRUWA TOLL 
BELLSOUTH LOHG D X S T W  

Taxes 
YEDEWG BXCISE T M  
CITY UTXLXTY WSKR 
STATE SALE3 GENERAL 
c o r n  UTfiITY USER 

TOT= CURRFiNT MONTHLY a G E S  

153.53 
130.46 
267.137 

yo. 12 

\ 

619.98 

12.47 
11.57 

591.44 

Q.00 

5,716.65 



PO BOX 530047 
ATLANTA GA 30353-0047 

2202200164270010199905110000167014B406 
1650 Lyndon Patms Court 
Muisvi l le ,  KY 402234029 

liEsmui sa Ga9 
B i l l  Period hding:  05/11/99 24 haura a day at 800-351-2400 
Account Bumbar; 22001642-001-22 

Billing i n q S i e a ,  ail customer Servlce 

T o l d  CIlrrenr Monthly Other Credlta ¶ l o a  amount 
Past Due Chargea a Charges DUB 

5.714.40 7 , e e o . ~ i  3,0911.27 16,701.48 

. .  

ATTeW1TON CUSTC@lBRS WITXm THE 502 A M h  CODE 

Apri l  19, 1999 i s  khe M t i a l  d a t e  BollSouth Mobility v i l l  begin r e p r o g r d n g  , t -  4 I 

We$rern Kentucky cusCo~pers' c e l l u l a r  telcphonee. 

If your phone number a t a r t 5  USth a 502 area coda, you t r i l l  need t o  - .  
tdke your cellular phons by any BellSouth Mobility r e t a i l  score. 

A BellSouth MoBllity representat ive ulll repzogram y o u  phone 
t o  the neu'area code 270 vithLn 5-10 minutes. 

The new 270 area coda w i l l  not  change your current  local calling m a .  

The area code change rUl only e f f e c t  thoso cu$tomere.uho ourrenay have 
a SO2 area  code in thair-phone number. 

The 012 area eOde cuatomera w i l l  not be affected.  

If you hap4 M y  queetiona about yaw c e l l u l a r  oerrriCC, 

your l o c a l  BwlLSowh Mobility r e t a i l  *tote.  
including rho area code change, pleaee atop by o r  Coatact 

. .. 

. . , ,  . . . -. . I  



1 

... 

PreviouB Balance 
paymenm Received 05/12/99 
Adjushents t o  Proviow Balance 

TOTAG P U T  D W  
Paat Due BkLance 

Please rends irnnediatcly 

5,714.40 
0.00 
0.00 

5.714.40 

4683.90 
147.59 
124.99 
48.14 

Local f i r t h  charges 1,291. oa 
Totill UbWe 17,608.0 ' 

Peak Minures 1144.0 
O f f  Peak Kinutea 350.0 
Nighe Klnuteo 7f.O 

Package Minutes 10,031- 0 

Roamer Charges 
(includes ata te  6 local faxes) 

423.03 

Long DiStaaCa and Directory Asslsmnca Chargta 
2.25 INTNUATA TOLL BWSOUTII LONG DISTAI9CE 5 1 - 4 5  

Taxes 
BEDERAL EXCISE TAX 
mam SALES GENERAL 
CITY I1TZLIrn USER 
COUNTY UTILlTY, USER 

1,116.42 
306.54 

209.04 
1.B6 

sga. 9e 

TOTAL CURRENT M-Y m G W  

OTRKR CREDITS 0 CHAWZ3 

Account Level 161.56 
Mabile Level 2,336.71 

paae 2 

5.714.40 

16,701.40 



A U ~  IU. I Y Y Y  I Z : Z . Q Y M  U S C C  MGMNT Account NUlnbW: 
b 

8/99 . Tom1 Amount Due: 

1650 Lyndon Barma Court @ Duo Before, 
Louisville, #y 40223-4029 

*.Please remit peat due W4OCMl PAZD: 

RO BOX 530007 
A-h GA 30353-0047 

22022001642700101999061100002406614506 
1650 Lynaon ~ k n n s  court 
Louisville, I?? 40223-4029 

WESTEBW xr GBS Bil l ing  inquirWs. call Cuatomer Servlce 
B i l l  Period Pndhgi 06/11/99 7 dbyE d week At 800-352-2400 
Account Number: 22001642-001-22 

Total Currerc Monthly Other Credits T o t a l  Amount 
Pa3E Due chargea b Chargee Dlle 

13,321.20 10,130.82 59U. 12 24,066.14 

RRAD TRIP SBECIALtl 
When you hit the road thir summer don't forget BeLLSouth m b i l i t y ' e  

Emergency Roadside Assis tance . 
For only $4.00 4 month,. the featuzo'provides u id-hour dispntch semi- 
that includes vehicle cowing, battery/jump starra, flat tire changes. 

CuaP/fluid de l lveq ,  anU lockouts. 

, . .  

Add r h i a  feature t o  your earvice by 7/1/99. and we'll giye you 
THE BIR8P T W  Marrrms FREE! 

Call 1-800-391-2400 or +till. b eree c a l l  from your cellular phone. 

ATTENTIOM mTEm mTumY CUSTOMERS 
Rave you gotten your cefXdLax phone zepmgxammd vzth the new 270 area code? 
The teprogtarPmLng dossa'c cost  you nnyrhing and w i l l  be done while you wait. 

Stop by your 10-1 BellSouth Wblllcy stoze today! 

. .  . .  



PRIOR BI&LIN(I ACTIVITY 
Previoua Balance 16,701.48 
Payment:!, Received thru 06/12/99 -3,714 - 4 0  
Adjua-nts to Previous Balance 2,334.12 

Baat DUB Balanco 13,321.20 
TOTAG PAST DVE Blease r a t  Inratdlaately 

CURRENT BILLING ACTIVITY 
mntbly Service 
Optional reaturea 
Emargency 911 Service Bee 
Unimrsal s9e Charge 

46e3.90 

76.84 

152.78 
124.99 

Local U t i m e  Charpea 3,666.39 
Total Airtime Uaage 3 ; ~ ~ m . o  
Package M u t e s  10,002.0 

Night Minutes 3111.0 

Peak Minutes 20,371.0 
off Peak MLnuwa 815.0 

Roamer Charges 
(includes s t a t e  6 local =axes) 

199.51 

Long Distance Bnd DirecMry ASaiStmce Charges 
INTRALATA TOLL 17.89 
B E L L s m  Ldnc DISTANCE 88-65 

NU. ti;134 P. 7 

Page ' 0 . . 

13,321.20 

, - - , .  , .  . . . .  .. . ','.! ,.: ;; ' , '  

I . .  
" ,. 

10,1so.e2 

594.12 ----------- 

~ P A L  AMOUNT DUE mmAE 07/68/99 24.066.14 

- .  

. .  . .  

- .  . .  
. .  . 

- .  
. -  

I 

.. . I 
---... . I 

1 



, 

---------------- 
balance frnmcdbrely ---------------- 

22022001642700101999071100002340457200 
1650 Lyndon Taxma Court 
&ou.irville, KT 40223-4029 

VE9TEfl10 m GAS 
B i l l  Period Cndtng: 07/11/99 7 days a week at  800-351-2400 
?,ccount hmber: 22001642-001-22 

Bil l ing inquiries, ecru Customer; Semice 

Toral C u r e n r  Monthly other Credits Total Amount 
Baat Duo Charge3 6 Chargel Due 

13,079.06 9.736.42 909.09 2314OQ. 57 

Beginning in mgwt, &a p e r l i n e  Udvereaz Sendee support charge VU inareaso 

Service Pund payments, which BellSouth and-other releconwunlcbtfonrr carrier3 
axe required t o  make by Pedetal law. 

The funds co l lec ted  fortbe Unlveraal 6 o H e e  TLUI~ help onaue  the  ava i lau lhy  
of  babfc r e l e c o m u h i c 8 ~ o n a  sexvice to everyone a t  a reasonable cost, cnd are 
also  used t o  provide discounted sdwlce t o  achools, Ubrariea and t u r a l  hea l th-  
care providers. 

Additional information on universal S e n d -  a n  be found on-line at 
http: / /m.fcc .gov/ccb/un~vc~aal  service/whelp.html 
o r  look under 'whhat'z Eeu' a t  uik.bcll3authmobllity.com 

,*, * to 1 3  cents  per  mgnth. T h i s  change r e f l e c t 3  int2meea in BellSouzhh'e dnlveraal I .. - I 

~ 

- .  

. .  . .  . .  

- .  - .  

. .  

http://uik.bcll3authmobllity.com


n 

, AUG. 10. 1999;A 2 :  24PN MobilUSCC MG 22001642-001-22 . NO. 6 3 3 4  P. 9 
For Bill Period Endlng 07/11/99 

PRIOR B I Z L I S  ACTIVITY 
, Previoug Balbnce 24,066.ia 

Paym.nta Recaved thru 07/12/99 -io,ge7.0a 
Adjuatmenco t o  Pravious Balance 0.00 

I 

Bast Due Balance 13,079.06 
TOTA& RAST DUB Pleaao ramit immediately 13,079.06 

C'URREl4T BZLLING ACTIVITY 
Monthly S e d c e  
Optional Peatutes . Bmergeney 911 service Fee 
Universal SIC charge 

4683.90 
-071.07 

y . 9 5  
6l.S~ 

L o c a l  A i r t i m e  charges 4,036.31 
Total Airtime Osage 33,743.0 

Peak WinUte3 22,461.0 
O f f  Peak Hinutea 920.0 
Night Minutes 362.0 

Package Hinutoa 10,000.0 

' Roamer charges 
' .  lincludea state 6 local taxes) 

523.83 

Long Distance and Dixeeroxy Aesistance Charges 
Z M r n T A  TOLL 8.98 
BELLSOUTH LONO DISTMCE 81.25 

I 1  

1,087.53 
$06.36 

Taxes 

' . 513.12 
FEDERAL EXCISE TAX 
STATE SALES Gdar&RAL 
CrTY UTILITY W R R  231.74 
c0U)sTY UTILITY USER 36.31 

TOTAL CURRENT MONTHLY UIARGES 

OTHER CRPDTTS 6 W S S  

TOTAL ANOUNT DUE; EEFORE 0 8 / 0 1 / 9 9  

9,136.42 

23,404.37 

i 

.. . 



? 

SERl 

MONfHLY SERVICE PLAN NAME 

# MINUTES I N C L U ~ F O ~  PLAN 

PEAK -.--&- OFF-PEAK 

CUSTOMCALLINGFEATURES , . 1 : .I. 

0 CALL FOFWAROING 0 SWAY M I N O  
0 CLLL WAITINO ,. . ._. . . . . .  

... 1. 

DETAIL BlUlNO 

MESSAGE CENTER 

EOUIPMENT INSURANCE 

ROADSIDE ASSISTANCE , , 

. . .  

. . . .  ._ ,.. .. - . Y I . .  

1 4  

CE INFORMATION AND CHARGES 
INITIAL CHARGES 

. .  . . . .  . . . . . .  
. .  . . . . :  3. . .  '.,ADVANCED MOWI'HLY PRORATED 

FIRST MONTH'S PRORATED 

f l  e. MINUTES------- 

SERVICE ACTIVATION W A G E  
, .  . .  . . . . .  .- . . . .  . .  

SEC.URINDEPOSIT . . 

EWIPMENTI PHONE CHARGE (at-) . . 

EWIPMENTACCE~ORIES labme! 
. . . .  
, .  . . . . . . . . .  

INSTALUTION,WARGE . :. 

. . . . .  
. . . .  , .  

OTHER(*) . 
TAXES ' .  

, %  
. :.. 

' TOTAL INITUL CHARGES -, ,, .: ,, _.  . ,, . . . . .  - 
I . .  SERVICE AGREEMENT - 

NOTICE TO CUSTOMER '. 

plan, including but not limited lo the activatio 

Number Exp. Date . . 



- -  
PEAK 

CUSTOM CALLING FEATURES 

3 CALL FORWARDING 

0 C M L  WAITING 

e: I&- OFF PEAK -l&!- 

U 3 WAY CALLING 

I .  - ,  
DETNL BILLING 

MESSAGE CE.NlER -~ 
EOUIPMENT INSURANCE 

fiOADSIDE ASSISTANCE -- 
OTHER ts~=ttV) - 
TAXES ----____- 

4 

:E INFORMATION AND CHARGES 
INIllAL CHARGES 

, )  I 

MVANCED MONTHLY PROrUTED 

FIRST MONTHS PRORATED 

MINUTES- 

SERVICE ACTIVATION CHARGE 
' ,  

. . . . . . . . . .  ..... .. : '2. 
SECURllY DEPOSIT ' 

EOUlPYENl I PHONE CHARGE (abas) 

I ,  

roTu INITIAL CWGES I 

SERVICE AGREEMENT 
n 

- ..... . .  . . . .  . .  ... ; , { ,, . ,' ..,< >:'. 5. .%' . . .  .. - .  .- NOTICE TO CUSTOMER . .  

(a)Term. The charges lor cellular service are specified above. I n t p n g e  for the Company'agreeid i it an increase in these rates as explained below, You agree to maintain cellular service under 
this Aareement for an INITIALTERM ("INITIALTERM') OF-. . . .  .. , ; , . . _ / . . i  . . . . . . . . .  , months kustomets initial&-!!%. "I . .  

. .  . I  z .  

. . . .  . .  The-monthly service charge and any minutes included will be prorated lor the number of days in br&ddf$ the first billing period. 
The first month's bill will show a monthly service charge lor the following month;'subsequently you will be billed one month in advance. 
AI1 'Special Pricing Plans" are subject to eligibility requirements and approval. Ineligibility for 'Special Pricing" does nothullily this agreement. 

Long distance i!; L:IM in 2d:itio~ !D airlime. 

, .  

. . . .  .... *.When using your phone outside your home service area (roaming) rate may vary. . . . . .  .: I :  '.;:.' . I .;::-ii .;* .: . ..,I .. . .. , . . . . . . . .  
. I .  : . . . .  . .  

. . . . .  . . ,. : .. . .  
. -  

icd dansges :up x 02Z1).G@) r n q  apply fui cai,y X I ' ,  

ompany ?o check Custome:'s credit and to provide an 
ii ( :+e,yzg:aj . ' l  18) .,,; , , . 
2 n p  credit information regarding Customei with credit k-reacs. 

Customer certifies that the pricing plan chosen has been explained and that the Customer understands the components of the pricing plan, including but not.lirnited to the activation fee. monthly access 

Cusiomer elects to subscribe lo BellSouth M o b i l i v s p  month agreement. By signing below, the undersigned 'Customer" acknowledges the accuracy of the above information and h 

. .  charges, usage charges. liquidated damages, appli taxes, (rental agreements, where applicable) and agrees to same::. . - ' .. : .  

of. read. understands. and accepls the attached Terms and Conditions of Service Agreement (Form #ES . . .  

.. .:  . . . . .  .: . . 0 Check Box If Addendum Is Attached for Additional Servlce Llnes 



... . . . .  . . .  . . .  
, ' ' .' '. . . .  . .  3 . . . .  . - . . .  . . . .  . .  . .  ,. 

_ I . ,  

I I I I I I . ._ . . . . . . . .  I 

CUSTWCALUNOFUTURES . . , _ _  . . . . .  

r withcredit Sureaus. ' ' ' 

xplained and that the Cu 
(rental agreements, 

itions of Service Ag 
the accuracy of the above infor 

Number Exp. Dale 

service aareement to the credit card account listed above . . . .  . . . . . .  
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SEMCE INFORLVlAnON AND c m  1 
I 

MOHTHLV CHARGES 

"... . ' .:,.<.(-?,. 
MONTHLY SERVICE PLW NAME 

#MINUTES INCLUDED IN PLAN 

PEAK- ' 
. g .  . '. 
,' ..c.>. 

O F F P M  "-.' 
CUSTOM CALLING FEATURES 

0 WLL FORWARDING 

0 CALL WAITING 

0 SWAY C W N G  

DETAIL BiLLlNG 

MESSAGE CENTER 

EOUIPMENT INSURANCE 

ROADSIDE ASSISTANCE 

INrrUL CHARGES 
I .  

. ,  '.ADVUICED MONTHLY PRORATE0 . . .  

FIRST MONTH'S PRORATED 

,4$!!& MINUTES- 

SERVICE ACTIVATION CWRGE 

,. . . .> 
....a 

. . . . SECURrrY DEWS? .. . .  
EOUIPMENT I PHONE CHARGE (above1 

,->..,.,;; ' . 
.::+/:.I.' . . , 

. I N ~ A W T U J N W G E  , 

EOUIPMENT AWESSOPIES Labwe1 b I' 

OTHERtspedV) i. L:;'; , . ' , 

TUES ' . ' 
i . : ,. , , .I' 

..., . , .  . .. 
mrAL INITIAL CHARGES . .. . ...; 

.-- 
SERVICE AGREEMENT I .. . . , .  . 

_ i  (. 
... 

~ . . .  . 

(a)Terni. The charges for cellular service are specified 
this Agreement for an INITIALTERM ('INITIALTERM") 

The monthly service charge and any minutes included will be prorated for the number of 

in these rates.as explained below, You agree to maintain . .  cellular service under 

The first month's bill wil1,show.a monthly service charge forthe following month, subsequently you win be billed one month in advance. . . .  
,._ ";:' .. All "Special Pricing Plans" are subject to eligibility requirements and approval. Ineligibility for 'Special Pricing" does not nullify this agreement. 

. .  . 

. .  
,' . . . .  

. .  
When using your phone outside your home service area (roaming) rate may vary. 
Long distance is billed in addition to airtime. 
The apprwriate liquidated damages (up to $240.00) may apply for early cancellation (see paragraph 18) 

Cuslomer cerlifies ltiat the pricing plan chosen has been explained and that the Customer understands the components of the pricing plan, including but not limited to the activation . . .  fee, monthly access 

Customer elects to subscribe to BellSouth Mobi l i ty 'sumonth agreement. By signing below, the undersigned 'Customer' acknowledges the accuracy of the above information and has . received . .  a COPY 

. ' . 
, . .  . . , .  . . 

.'ss Conpa?y to check Cus;omo?s credit and to provide and exchange credit information regardin7 C I J $ ~ ~ Y  wi!h c::dit k 

charges, usage charges, liquidated damages, applicab!e taxes, (rental agreements, where applicable) and agrees to same. 
' . 

of, read, understands, and accepts the attached Terms and Conditions of Service Agreement (Form #BSCC 11-97), '_ ' , ; ; ' ,  . .... , 
1 ,  

0 Check Box if Addendum Is Attached for Additional Servlce LInes 

Authorized Customer Signature Date 1 
1 I /  / / A  - PAYMEW 

Make checks payable to: BellSouth Mobility 

s Cash $ ____Check 
. . . . GiR Certificate ;., 

. ) , /  '-,'-',. ., b ' , *  ,... : :  . . ' . , 

- c c  ... , $  . . . 
. .  ,, . .  $ .. . 

Receipl # I P.O. # I Gift Certificate # ._ ,  ,:. ,:,, , 

0 VISA 0 MasteCard . 0 American Express 0 Discover 

. 

.'. . , 

Number Exp. Date 

By initialing here, customer authorizes company to charge future amounts due under this :: '. 
service aareement to the.credi¶ Card account listed above'.' ' .  ' 

Customer will remain on the rate plan selected or a higher rate plan 
for a period of 180 days. 



FIRST LK)EIIKS PRORITED 

SERVICE ACT" OURGE 

ROADSIDE ASSISTANCE 

. ,. Customer will re,main:on the rate plan s 
for a period ofI80 davs. - 

By initialing here, customer authorizes company to charge future am 
service aareemenl to the credit card amount listed above 

I , '. ' '  2. :.:.'.'.':'.' 'SI" . . . . .  : : : :* . . : ;  
....' ::'.'. 



I 3 
I I I - .  4 ? 

SEM 

CUSTOM CALLING GATURES 
Ll CALL FORWARDING 

0 CULWAmNQ 

0 SWAY W N G  
' *  - * -  I t  

MESS*CECENTER;'... 7 . . :  . .,; I:-.;.. . . . . . .  ..;... <. .:,. . . . . . .  ;.., , , . .  DETAIL BILLING 

.... L. ,.. 
EWIPMENT INSURANCE 

W S I O E  ASSISTANCE 

OTHER (rpodty) 

%XES 

. -  

I I I I I I 
:E INFORMATION AND C m  

SECURITY DEWSlT 

EOUIPMENT I PHONE CHAAGE (above) 
, ,, , ., 

l-G/W&U. 1 7  

EWlPMENTACCESSORlES(abOuO) . ."'.;:zc':- ' ' ' . . . . . . .  
OTHER (Swdl~) . . . I  * . .  A . *  . . . . .  ...l .............. . .  . .  

. . . . . . .  .... ..... %'.. .-"' ..... pc: __. 

S E R V I C E Y T E N T  
. .  

. .  NOTICE TO CUSTOMER 
(a)Term. The charges for cellular service are specified above ?? hange for the Company agr eing o 1 it ny.'increase in these'@esas.explained below, Youagree to maintain cellular service under 

. . .  . .  . I  , . . . . . .  s this Agreement for an INITIALTERM ('INITIALTERM") OF 'FA ', months (customer's i n v  .....' .\ 

The monthly service charge and any minutes included will be prorated for the number of days 'n servi uring the first billing period. . . . . . . . . .  
The first month's bill will show a monthly service chargefor the following month. subsequently y 
AI1 'Special Pricing Plans' are subject to eligibility requirements and approval. Ineligibility for "Special Pricing" d 
When using your phone outside your home senrice area (roaming) rate may vary. 
Long distance is billed in addition lo airtime. ' .' ' ' . 
The appropriate liquidated damages (up to S240.00) may apply for early cancellation (see paragraph 7 8 )  
Cus!omer aurhorizss Company to check Customer's credit and to provide and exchange credit information regarding Customer with credi: birreaus. 
Customer certifies that the pricing plan chosen has been explained and that the Customer understands the components of the pricing pla 

of, read, understands, and accepts the attached Terms and Conditions of Service Agreement (Form 

0 Check Box If Addendum Is Attached for Additiona1,Servlce Lines' ,? 

will be billed'one month in advance.' . 

. . . . . .  . . . . . .  
ullify this agreement. 

i . .  
' . I  . . . . . .  . ,  . _. . 

. . .  . . .  , ..I.. . .  

(rental agreements, where applicable) and agrees to same; : .. ' ' ' . . . . . . .  
agreement. By signing below, the undersigned %ustomef acknowledges 

. . . .  . . . . . . .  ,. ' , 
. . . .  ...... . . . . .  . . .  . . . . .  . ' .  . , .. I:: . .  t 

I .  1' . . '. ' . / .  . 



....... ?I 
I 

COE OEM RENTAL OTHER WARR 

# 
ACCESSORY DESCRIPTION O N  LOCSITE EO N P E  ACCESSORY DESCRIPTION ' OTY LOCSITE EO TYPE PRICE 

I I I I , 
SERVICE INFORMATION AND CHARGES i 

UONTHLY SERVICE PLAN NAME 

1 MINUTES INCLUDED IN PLAN _____ 
'=GK - .-->\ OFF PEAK 

. , . .  . .  X S T C M  CALLING FEATURES 

3 CALLFORWARDING 0 3-WAYCALLING . . .  .-.: . . .  
0 CALL WAITING 

. .  * . . , .  - . .  . . .  
. .i. . . .  . . . . .  

. . . .  
- ,  . . ,  DETAILED BILLING 

'IESSAGE CENTER 

ZOUIPMENT INSURANCE 

?OADSIDE ASSISTANCE , 

. .  . .  . . .  
.,..- ,. ,' . . .., . . .  . I  

r .  

. . ,  . . .  
I .  

OiHER ( s W l y t  . . . .  . , ' .  
, ,  , .  

I .  

... ,,.? .- . ' .. 
iAXES 

. .  

. . . . . . .  INtTlALCHARGES 

ADVANCE MONTHLY CHARGE ' 

FIRST MONTHS PRORATED 

MINUTES 

SERVICE ACTIVATION CHARGE 

SECURINDEPOSIT . ' . 
' EOUIPMENTI'PHONE CHARGE (above) 
. INSTALLATION CHARGE . . . .  

EOU!PMENT ACCESSORIES we) 

TAXES ., , .:~ I . . 
, OTHER (rpeciv) ... (?J% ' :,,, 

. . . . . . . . . . . . . . . .  
TOTALiNlTlAL CHARGES . ' ' 

SERVICE AGREEMENT 
. .  a 

./%- 

. - .  
ANNUAL A G i i E E W Z m  PXTENDED -i ES$t P I A N  , 

may terminate this Agreement by notifying the Company, in writing, of intention to do so.Termination during this 30 day period is  not subject to the provisions of Section (c) of this Agreement. If  Dl! 
(c) Termination. If YQJ have selected the EXTENDED TERM PLAN, yqll.may.teimlnate this Agreement at the end of Ihe~lNITIAL TERM (as set forlh,above) by notifying the Companyin writing of ye??r 
intention to do so at IeaSt 30 days prior to the expiration of the INITIAL TERM. may terminate thls Agreement at any time withiri.the RENEWAL TERM by notifying the Company in writing Of &H 
intention to do so at least 30 days prior to YQM chosen date of termination. &!d acknowledge that any early termination of this Agreement during the INITIAL T R ing, but not limited to. a termi- 
notion by the Company as provided in Paragraph 3,On the reverse side hereof, will damage the Company in an amount that is difficul! to determine, but that S a f i e s e n t s  a reasonable estimate 

do not terminate this Agreement during such 30 day period in this manner, the EXTENDED,TERY P Y N  will remain in effect for the duration of each RENEWAL TERM. .-. , , . .  

lnc 

. .  of the Company's damages. Xa! agree to paythe Company such amount In addition to, and not in lieu of, a l l  other charges for services due and owing hereunder. 
Zy signature below, Subscriber ccniirms the' truth atid completeness 31 the above informa!ion. SUBSCRIBEF ACKNOWLEDGES READING, AND AGREES TO, ALL 
TERMS AND CONDITIONS ON THE REVERSE SIDE OFTHIS AGREEMENT, WHICH TERMS AND CONDITIONS ARE PART OF AND HEREBY.INCORPORATED.INTO THIS 
AGREEMENT BY THIS REFERENCE. Subscriber further authorizes any personal references or consumer reportingkredit agencies to furnish Company Subscriber's 
credit records or history. In the event of unauthorized signature by an agent of a corporate ,or other business subscriber, the undersigned agrees to be individually liable 
for amounts not paid when due. 

3 Check Box if Addendum is Attached for Additional Service Lines 

. .  

. . .  . . .  . .  . . , .  . . . . . . . . . . .  . . . . .  . . . . . .  . . . . . . . . . .  

0 VISA ..-' 0 MaslerCard 

. . . . .  



ACCOUNT INFORMATION 
User Name Address City. Slate. Zip User Phone x 

Bill Copies Reqvirod . .  City, State. Zip Mail 10 the atlenlmn 01: Mailing Address 

SERVICE INFORMATION AND CHARGES 

MONTHLY SERVICE PLAN NAME 

. . -  . .  
0 CALLFORWARDING ' 0 3-WAYCALLING ' 

. .. ,),,.. . .. , . 3 CALL'WAITING 

DETAILED BILLING ' ' 

MESSAGE CENTER ., , . 
EOUIPMENT INSURANCE ,, 

ilOADSlDE ASSISTANCE' ,- 
' ' P I E R  isp?cily) __-__I~- 

%XES 

, .. .. , . '  . .  
. .  

- INITIAL CHARGES 

ADVANCE MONTHLY CHARGE 

FIRST MONTHS PRORATED 

MINUTES 

SERVICE ACTIVATION CHARGE 

SECURIM DEPOSIT 

EOUIPMENT I PHONE CHARGE ( a h )  
' 

INSTALLATION CHARGE 

lAXS 

TOTAL INITIAL CHARGES 2 x y  
SERVICE AGREEMENT 

, ,.. ~. 
AANUAL AGREEMENT EXTENDED TERM PLAN . .  
(a) Term. The charges for cellular service are specified above. In e nge for the Company a 

this Agreement for an INITIAL TERM ("INITIAL TERM") of A o n t h s  (customer's inili 
unlimited, successive 12.month terms ("RENEWAL TERMS") unless notify'the Company 
(b) Rates.The Company will notify bb! In writing at least 30 days prior to instituting any incre 
may terminale this'Agreement by notifying the Company, !n writing, of &,!l intention to do so.Termination during this 30 day period is not subjert to the provisions of Section (c) of 
do no1 terminate lhis Agreement during such 30 day period in this manner, the EXTENDED TERM PLAN will remain in effect for the duration of each RENEWAL TERM.. , : :.: , 
(c) Termination. If YQU have selected the EXTENDED TERM PLAN, YpLl may terminate this Agreement at the end of the INITIAL TERM (as set forth above) by notifying the Co 
intention lo  do so at least 30 days prior to the expiration of the INITIAL TERM. &y may terminate this Agr 
intention to do so at least 30 days prior to ypI?L chosen date of termination. YQJ acknowledge tnz: m y  ea:l:. it 

nii ion by the Company as provided in Paragraph 3 on the reverse side hereof, will damage 
of the Company's damages. Y!a agree to pay the Company such amount in addition to, and 
By signature below, Subscriber confirms the truth and completeness of,, 
TERMS AND CONDITIONS ON THE .REVERSE SIDE 0F.THIS AGREE,MENT, 
AGREEMENT BY THIS REFERENCE. Subscriber further.authorires any pe 
credit records or history. In the event of unauthorized signature by an agent of 8 corporate or other business subscriber, the undersigned agrees to be individually liable 
for amounts not paid when due. 

U Check Box if Addehdum is Attached for Additional Service Lines ' '. . 

increase in these rates as explained below, YQY agree to maintain cellular service under 
ion; this agreement shall AUTOMATICALLY RENEW at the end 
terminate this Agreement in accordance with the provisions be 
llular service. During this 3Way period, and before the new r 

t eny time within the RENEWAL TERM by notifying the C O ~ P ~ Y  In writing of XQW 

. . . . . , . :... .. 
. .. , . . .  . : ' .  . .. . ' 

. . . . . : ,(- .- ., ,  . .  .. . I '  . , a ,  

. .  . . . .  
, .  

. .: , '., . 



. . .  

i *  4 

. . .  I SERVICE INFORMATION AND CHARGES I 
I 
1 

I 

' - .  , . MESSAGE CENTER ' ' 

. . . . .  .. 

,TAXES 1 
. . . . . . . . . . . . .  . . . . . . . .  WRalDiaID~rad.Plurlnsurance ... :._ . . . . . .  

. . . . . . .  . . . . . . .  . i. . . . . .  
. MDnLhly :, L o s m m g e  MedVElac 

. .  
....... . . INITIAL CHARGES 

AWANCE MONTHLY CHARGE . . .  

FIRST MONTHS PRORATED 

MINUTES . 

. . .  
SERVICE ACTlVATlON CHARGE ' . 

SERVICE AGREEMENT. ' ' . . . . . . . . .  . . . .  .... :. . . . . .  
. . . .  . . . .  ..... . .  ~ , , .  , . . .  . .  .~ 

, .  ANNUAL AGREEMENT; EXTENDED TERM PLAN '3.. , . 

NG,'AND.AGREES'TO, ALL 
TERMS AND CONDITIONS ON THE REVERSE SIDE OF THIS AGREEMENT, WHICH TERMS AND.CONDITIONS'ARE PART OF'AND HEREBY. INCORPORATED INTO.THIS 
AGREEMENT BY THIS REFERENCE:Subscrlber further authorizes any personal references. or consumer reportinghredit. agencies to furnish Company Subscriber's 

for amounts not paid when due. 

0 Mastercard .. 

this service agreement to the credit card account listed above . .:, . . . . . . . .  



DEM . RENTAL OTHER ' 0 LOCSITE E O N P E  

FIRST MONTHS PRORATED 

MINUTES 

SERVICE ACTIVATION CHARGE 

0 CALL WAITING 

'AESSAGE CENTER 

PRICE 

, 

! 1  
! 
I 2  \ .  . . . .  

8 ,  . .  
~ .. 3 

. .  I .  . . . . . .  
' 4  ! . ' . '  . . .  

. .  . .  ., 



1 

2 

, 
1 MONTHLY SERVICE PLAN NAME ' 

I 7 

. . .'. .. ,.. , .  ... ,.'e,.,: MOy'T'r:,RR,ES ,' ., ._ :=;; .4r ,+ 1: .. 

. .  
~ # MINUTES INCLUDED IN PLAN >,.!.(e 7 

PEAK -p4 OFF-PEAK 1- 

CUSTOM CALLING FEATURES 

3 

4 I 
:. . , , ~ m t ~ ~ ~ i r e c t o p l u ~ !  

Accept-, . Dncllne 

Mmmb 
. -., ~ . . .  

FIRSTMONTHSPRORATED ' ' . Premiumlpham, 

$2.95 . . MINUTES . 

this service agreement to the credit card account listed above 
. .  

, . 



ACCESSORV OESCRIPTION ' . . ACCESSORY DESCRIPTION O M  LOCSITE EO TYPE PRICE 

MINUTES 

0 CALLFORWARDING , 0 

Ll VISA .O Maste 



'13 3-WAY CALLING ''. . 

. . 1 . ,, . . , 

mil any increase in 

emain in effect for the durat 

of lhe Cimpany'r damages.. h?g agree lo  pay the Company such amount in addition lo. and not in lieu of, all other charges for services due and owing hererind&?' 

TERMS AND CONDITIONS ON THE REVERSE'SIDE OF..THIS AGREEMENT, WHICH TERMS AND'CONDITIONS.ARE.PART.OF'AND'HERE 
By signature below, Subscriber confirms. the truth 'and completeness of the above information. SUBSCRIBER .ACKNOWLEDGES ,RE 

AGREEMENT BY THIS REFERENCE..Subscriber further authorizes any personal references. or consumer reportingkredit agencies to furnish:Compaiy. Subscriber's 
credit records or history. In the event of unauthorized signature by an.agent of a corporate or other.busines le 
for amounts not paid when due. 

r.ihe u es,to 
1.. .: . ,, . . .  ;... ... :. . .  . . .  . 



MFOMODEL , ' UNLOCK,CODE PURCH COE . DEM RENTAL OTHER . WARRPERIOD LOCSITE 
' I 1  

OTY LOCSlTE EO TYPE . PRICE ACCESSORY DESCRIPTION O N  LOCSITE EO TYPE PRICE 1 . ACCESSORY DESCRIPTION 

EOTYPE . PRICE ' . ' 

1 

2 

'SE 

3 

4 

MONTHLY CHARGES 

MONTHLY SERVICE PLAN NAME 

a MINUTES INCLUDED IN PLAN 

OFF-PEAK __ ___ 
ZUSTOM CALLING FEATURES 

. . .  . . ( . .  
.I . . . .  :I ...... . .  . . .  

' -- ., . .1 :- 
. ,  . . .  . ,  i MESSAGE CENTER _,  . . . .  . . . .  . .  _,. 

. * . . .  .. ; . .  
I ,  

SOUIPMENTINSUYNCE ; ':. I:,~. , 

ROADSlDE~ASSlST~.CE ,.; 2 , ' , ,, 

. . .  . .  
- ,:. - .  . 

, . I. 

....... _ . . . . . . .  
. ,  

{VICE INFORMATION AND CHARGES 

FIRST MONTHS PRORATED " 

MINUTES- ' 

. .  SERVICE ACTIVATION CHARGE 

.SERVICE AGREEMENT :.'' . '  ' '' 

MENC EXTENDED TERM PLAN ANNUAL AGREE - -  . . . .  . . . . . .  . . .  ' . , .  . I  

of the Company's darnages.&y agree to pay the Company such amount in addition to, and not in lieu of? all other charges for services due and owing hereu 

By signature below, Subscriber .confirms the truth and completeness of the above information. SUBSCRIBER ACKNOWLEDGES READING, AND AGTiEES TO,;ALL 



NT INFORMATION 

MONTHLY SEFIVICE FUN NAME 

U MINUTES INCLUDED IN PLAN 

CUSTOM CALLING FEATURES 

(c)Temlnauon. n,rpll have sewea me 
intention to  do i o  at least 30 days phor 
intention to'bo.ao at least30 days pridrt 

ITIAL:TERM (as et forth above) by,notitying the-Compeny.in wnung,mrrPur 
ime.withln the RENEWAL TERM,by'nollfylng ~e,,Compeny [nvklrllflg ?f.&!dC 
IS Aqreerneni.duiing the II4ITlAL':TEII#: lmMdiriq, but not limited to;a termi- 



, . . :  _ .  . ... .. . _ . . . ,  

'(a)Tenn.Tiie charges for ,~lluler.seyvl 
this Ag&ment for.aniNITIAL'.TERM 
unllmlted, sucii?ssiGe'.lZ;mon~tiIe~s-( 

By signature below, Subscriber confirms the truth and completeness of the above information. SUBSCRIBER ACKNOWLEDGES READING, AND AGREES TO, ALL 
TERMS AND CONDITIONS ON THE REVERSE SIDE OF-THIS AGREEMENT, WHICH TERMS AND CONDITIONS ARE PART OF AND HEREBY INCORPORATED INTO THIS 
AGREEMENT BY THIS REFERENCE:Subscriber further authorizes any personal references or consumer reportlnglcredit agencies to furnish Company Subscriber's 
credit records or history. In the event of unauthorized signature by an agent of a corporate or other business subscriber, the undersigned agrees to be individually liable 



. , : ~ . ,,..' ' , . .. . . . .  , . , . . .  . 
. . .. .. . . . .  , , ... ' . . , . . , . .  , I & , - *  ........ :.. . ,.., 1- U.",. . . .  I-- . . . .  

. . . . . , . .-. .-._ 

.a Customei certifies that 

of. read. understands. and 



I . .  - . , .  
I .  

VI 10 the allenlion of: I Mailing Address . . , . . . . .. ._. ,.. , . . . I Ci. State. zip , . r .  . . : . .  .: :' I Sillcopies Required 

I I I I 

SERVICE INFORMATION AND CHARGES 

' +i w 
AINUTES INCLUDED IN PLAN 

-- 
i s  / 

.N= 
a) Term. 1 
tis Agreet 
nllmlted, I 
I) Rates.1 
lay termln 
o not term 
:) Termlnal 
itentlon to 
itentlon to 
ation by th 
f the Comp 
1y signati 
ERMS AF 
GREEME 
redit reco 

. .- . -  

. -  . -  ~ * - .  _----... -I uliaurnorized sisn&re by an aqent of a corporate or other business subscriber, the uidersigned agrees to be Individually liable 



. .  

.. . 



. .  . .. . 

@ BEL LSOU7H. 



.O: .NoAnnmerTmnsfer 

\ 









_ ......__ " ...._.___._ . ...._._. -_.... ...... 

NOLI PHONE HOME PHONE 

0 - 1 )  - 
STAlE - BRANCH - COUNW 

TAX AREA: 0 :%~PT 

Customer Order No. 60-8 8 7 7 9 6 @ BEiiLSOUTH @fxMy' 

HOME PHONE W O R K  PHONE 

- 0 0 - 
All tax exempt sales require exemption certificote to be attached 
to Customer Order. 

Sales /Install Inventory 
Branch Branch 

ORDER PIPE 

0 Invoice Customer Net 30 P.O. # 

0 Collect on Delivery 

. .  . . ,,.,'.'.>:. . . . .  . . . . . . .  ..: . .  ' "' :::. 

.>:.:.I .(.,. 
. . . . . . .  . .  . . .  . . . .  

. .  . . .  . .  
. . .  . . .  

NOTICE TO THE CUSTOMER: By signing below. &I ocknowledge that you han received o copy of this Order Form. that you ogree thot the informotion o h  is comct ond com- 
plete. and thot you hove read ond understood. ond ogree to be bound by the terms ond conditions on this side ond the reverse side including but IirnPed to the dis- 
cloirner of wormnties and limitotions of remedies in pam mph 2 ond the indemnities in pomgmph 3. If customer is  o corpomtion. partnership. or other entity. the undersigned 
hereby perro~ l ly  guomnteer. unco?ditionolly ond. ot oitimes. the v e n t  when due of all indebtedness of such corpomtion. partnership. or any other en!;ty. Customer 
hereby authorizes Company to investigate the credit of Customer and g r m  Company permission to check Customer's credit and to provide ond exchonge credd informotion 
rwordina Customer with credit oaencies. If this is o credit cord wrchase. I outhorize BellSouth Mobilitv to chome the toto1 balance due to the cord number shown obove. . . . . . .  . . .  ..... . .  :r ' ' 

.. , . 

.. . . .  . .  . . . .  
. .  
..::: 

C.Qlj?h)CR SIGNATURE I MIEJ . . . BMI R€PRESE"ESiGNAW.RE . . .  E-NUMBER MfE; 
.._. 
. .  

m n  
SALES REPRESENTATIVE SI\# f I 



.. . . .  

. i;. 

- .  

( *  



@ 8ELLSOUTH"Mobility' . . .  

CUSTOM CALLING FEANRES 

. .  
0 Callwailing s- 
'a ' can Fomarding , $ -  . . . .  

0 Three Party CMlerenCing $2'. . 
0 Any Two Fealures f- .. ' # , 

0 Any Three Fealures $-SA- 
omzR 
0 Uobile Memo s- 

. \  t-.:; 0 No Answer Transler 

. .  

. .  
Descriplion 
Pager X 

Descriplion 
U PaverCall OneNumber Sernce 5' 

D Nlghls h Weekends S- 
S- O MobileTwMobiie 

0 Emergency ROad Service' s- , . .  
J- ' . 0 Delailed Billing 

U Toll Restricted . t- '. . 
0 lncomina Cans Oniv 

. . . .  .............. ..... ..... 
: I . . . . . . . . . . .  .c ..,..,, l.>;-i+.. . . . . .  ,: / :  . ., 

. . . . . .  ,) (,.*.. , ::.>.*;.: .>.'. <.:;: . ' . .  .. : .......... . . .  

TOTAL MONTHLY SERVICE 
(Excfding a d d l h l  airtima charges and faxes) . , s-. - 

-. ... 
::I. .. -. ... ,. 

LONG DISTANCE 
0 RellSoulh Long Dislance 
0 Olher 

iNDED A N .  

MSN 

MSN I I 
ESN t . S ' " " .  



, 



-. .. 

SERVICE PLAN SELECTED 

:... . * .  CUSTOM CALLING FEATURES ... . , ..: . . 



. .  , 

. .  '. . I . . .  . . . .  . .  
. . i>  4 . . _ . . .  ,;,, . .,..., I ..,.,. 

: ,:. . . ... - ...!;'..;*- .. .; , 
, , .  . .  

, . . . .  . . . .... I '  ' . ,  
ogree that the informotion obove is correct ond com- 
nd the reverse side including but limited to the dis- 
pomtion. portnership. or other.entity. the undersigned 
rporotion. portnership. or ony other entity. CuStOmer 
redit ond to provide ond exchange credit informotion 

e total balance due to the,cord 

, . . :. E-NUMBER ' . . 



. . .  

1) Mobile#( yAy2 ') . , I . 

Credit Reference Number ... .,... . . 
0 E N  Change 0 No Mall ' 0 2) Mobile'#( ) 

' 

" i3) Mobile#( ) 

er made to this m t :  
CUSTOM CALLING FEATURES 

,O AnyThmFeaturer 

0 OneNumberSenice 
Demption 

,:O Nightt.kWeekendr . . $-' . 
.' 0 MobilebMobde . ..) 



0 Emergency Road Service' 

0 ToUReslricted 
0 Incoming Calls Onlq 
0 Outgoing Cab Only 
0 Miiuaneous 
0 MieUuneous 
LONG DlSlANCl 

: 0 Detaiiedsimg ,: . , . 

I , / ' :  O P M .  . 

. .  



. .  

.. . . .  

. .  
I 

. .  ... . 
. :... . .. . .  > ...* . : .  . 

: .. . .  . . .  . .... . . .  
. .  I 

16T4CE TO.THE'CUSTOMER: By sigiaing tiefow; you,acknowledge that you have'kceived a copy of I X s  Order Form. that you agree that the information above is c o m t  and 
:ompl$t.R. and that you have read.and'undentood.--and agree to be bound by the terms and confiitions on this side and the revene side including but limited l o  the dis- 







ROBERT E HOULIHAN 
LESLIE W. MORRIS II 
LINDSEY W. INGRAM. JR. 
WILLIAM L. MONTAQUE 
JOHN STANLEY HOFFMAN.. 
BENNETT CLARK 
WILLIAM T. BISHOP 111 
RICHARD C. STEPHENSON 
CHARLES E. sHivEL. JR. 
ROBERT M. WATT 111 
J. PETER CASSIDY. JR. 
DAVID H. THOMASON+* 
SAMUEL D. UINKLE IV-'* 
R. DAVID LESTER 
ROBERT E HOULIHAN. JA. 
WILLIAM M. LEAR. JR. 
GARY W. BARR 
DONALD I? WAGNER 
FRANK L. WILFORD 
HARVIE B. WlLKlNSON 
ROBERT W. KELLERMAN- 
LIZBETH ANN TULLY 
J. DAVID SMITH. JR. 
EILEEN O'BRlEN 
DAVID SCHWETSCUENAU 
ANITA M. BRITTON 
AENA QARDNER WISEMAN 
DENISE KIRK ASH 
BONNIE HOSKINS 
C. JOSEPH BEAVIN 
DIANE M. CARLTON 
LARRY A. SYKES 
P. DOUGLAS BARR 
PERRY MACK BENTLEY 
MARY 0ETH GRlFFlTH 
DAN M. ROSE 
GREGORY D. PAVEY 
J. MEL CAMENISCH. JR. 
LAURA DAY DELCOTTO 
LEA PAULEY GOFF." 
CULVER V. HALLIDAY ***  
DAVID E. FLEENOR 

STOLL, KEENON & PARK, LLP 
201 EAST MAIN STREET 

SUITE 1000 
LEXINGTON, KENTUCKY 40507-1380 

(606) 231-3000 
FAX (606) 253-1093 

'FRANKFORT OFFICE: "WESTERN KENTUCKY OFFICE: 
307 WASHINGTON STREET 201 C NORTH MAIN STREET 
FRANKFOAT, KY. 40601-1823 HENDERSON, KY. 42420-3103 

FAX: (502) 875-6235 FAX: (502) 827-4060 
(502) 875-6220 (502) 831-1900 

***LOUISVILLE OFFICE: 
2650 AEGON CENTER 

400 WEST MARKET 
LOUISVILLE, KY. 40202-3377 

(502) 568-9100 
FAX: (502) 568-5700 

Hon. Helen C. Helton, Executive Director 
Public Service Commission 
730 Schenkel Lane 
Frankfort Kentucky 4060 1 
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RE: Application of Western Kentucky Gas Company 
Case No. 99-070 

Dear Director Helton: 

Enclosed please find the original and 10 photocopies of the Motion of WBI Southern, Inc. 
for Full Intervention in the above-referenced action. I am also enclosing the original and 10 copies 
of an Entry of Appearance in connection with the Motion. I have also enclosed one extra copy of 
each of the documents. Please stamp the extra copies as "filed" and return them to me in the 
enclosed self addressed stamped envelope. 

If you have any questions regarding this Motion, please do not hesitate to give me a call. 

JMc/wlh 
Enclosures 
C:\Work\S. 16WLH\Heltodtr8.16.99 
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COMMONWEALTH OF KENTUCKYq\A 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

THE APPLICATION OF WESTERN 
KENTUCKY GAS COMPANY 
FOR AN ADJUSTMENT OF RATES 

ENTRJ OF APPEARA 

NO. 99-070 

JCE 

Comes now Robert M. Watt, Jr. and J. Me1 Camenisch, Jr., Stoll, Keenon & Park, LLP, 201 

East Main Street, Suite 1000, Lexington, Kentucky 40507-1380, and hereby enters their appearance 

herein for the Intervenor WBI Southern, Inc. and requests that all hture correspondence and 

pleadings be served upon them as counsel for the Intervenor. It is further requested that all future 

correspondence and pleadings in this case also be served upon the following: Keith Tiggelaar, 

Manager - Regulatory Affairs, WBI Southern, Inc., P.O. Box 5601, Bismark, N.D. 58506-5601. 

This the 16% day of August, 1999. 

Robert M. Watt, Jr. 
J. Me1 Camenisch, Jr. 
STOLL, KEENON & PARK, LLP 
201 E. Main Street, Suite 1000 
Lexington, Kentucky 40507-1 380 
(606) 23 1-3000 



e e .; 
CERTIFICATE OF SERVICE AND FILING 

Undersigned counsel hereby certifies that an original and ten (10) photocopies of the 
foregoing Entry of Appearance was served and fded by mail to: 

Hon. Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
Frankfort, Kentucky 4060 1 

and served by mailing a true and correct copy of the same, first class postage prepaid, to: 

William J. Senter 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, Kentucky 42303 

Mark R. Hutchinson 
Sheffer, Hutchinson & Kinney 
115 East Second Street 
Owensboro, Kentucky 42303 

John N. Hughes 
124 West Todd Street 
Frankfort, Kentucky 4060 1 

Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, Texas 75265 

all on t h i s  the Id k day of August, 1999. 

(320)C:\Work\069\WBnEntly of Appearance 
sel for WBI o thern, Inc. v 
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b\ COMMONWEALTH OF KENTUCKY -1  

THE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR CASE NO. 99-070 
AN ADJUSTMENT OF RATES 1 

MOTION OF WBI SOUTHERN, INC. FOR FULL 
INTERVENTION IN PROCEEDINGS 

* >k * * * * * * * * 

Pursuant to 807 KAR 5:001, Section 3(8), WBI Southern, Inc. (“WBI Southern”) hereby 

submits its motion for full intervention and protest in the above referenced proceeding. In 

connection herewith, WBI Southern requests that it be served with filed testimony, exhibits, 

pleadings, correspondence and all other documents submitted by the parties and that it be certified 

as a party for the purposes of receiving service of any petition for rehearing or petition for judcial 

review. 

In support of this Motion, WBI Southern states as follows: WBI Southern is a company 

involved in natural gas pipeline transportation gathering, and storage related activities. WBI 

Southern recently acquired a storage facility, Kentucky Pipeline and Storage Company, Inc. 

(“KYPSCOy), located in Hopkins County, Kentucky, which currently has an inactive interconnection 

point with Western Kentucky Gas Company’s (“Western Kentucky”) distribution system. WBI 

Southern is currently in negotiations with Western Kentucky to reactivate and expand the capacity 

of the above referenced receipt point. Subsequent to such reactivation, WBI Southern plans to utilize 

this receipt point to provide supply services to transportation customers of Western Kentucky. 



- 

e 1 

On May 28, 1999, Western Kentucky submitted an application to the Kentucky Public 

Service Commission for a rate adjustment. This application included tariff sheets proposing a new 

I 
~ 

Alternate Receipt Point Service under Rate T-5. If approved, the proposed Rate T-5 will have a 

substantial, direct and potentially detrimental effect upon WBI Southern,, its relationship with 

Western Kentucky and the feasibility of its plan to offer service to its customers. WBI Southern, 

therefore, has a direct and substantial interest in this proceeding which cannot be represented by any 

other party except WBI Southern. 

Further, the full intervention ‘and participation in these proceedings by WBI Southern will 

lead to the presentation of material issues regarding Western Kentucky’s application which would 

assist the Commission in its evaluation of the application. There is no basis on which to find that 

~ 

I 
I 

l a full intervention by WBI Southern would unduly complicate or disrupt these proceedings. 
I 

Finally, since WBI Southern was not a customer of Western Kentucky until it acquired the 

stock of KYPSCO on July 7, 1999, WBI Southern did not receive notice of the Application fi-om 

Western Kentucky. However, WBI Southern learned of the Application following the acquisition 

and immediately began inquiry into the Application and the applicability of Rate T-5 to its 

operations. WBI Southern has, therefore, timely sought this intervention into these proceedings. 

2 



Accordingly, WE31 Southern believes that the requirements for 111 intervention under 807 

KAR 5:OO 1, Section 3(8) have been met, and requests that the Commission permit WBI Southern, 

Inc. to fully intervene in these proceedings. , 

Respectfully submitted, 

Robert M. Watt, Jr. 
J. Me1 Camenisch, Jr. 
STOLL, KEENON & PARK, LLP 
201 East Main Street 
Suite 1000 
Lexington, KY 40507-1 380 
(606) 23 1-3000 

CERTIFICATE OF SERVICE AND FILING 

Undersigned counsel hereby certifies that an original and ten (10) photocopies of the 
foregoing Motion was served and filed by mail to: 

Hon. Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
Frankfort, Kentucky 40601 

and served by mailing a true and correct copy of the same, first class postage prepaid, to: 

William J. Senter 
Western Kentucky Gas Company 
240 1 New Hartford Road 
Owensboro, Kentucky 42303 

3 



Mark R. Hutchinson 
Sheffer, Hutchinson & Kinney 
115 East Second Street 
Owensboro, Kentucky 42303 

John N. Hughes 
124 West Todd Street 
Frankfort, Kentucky 4060 I 

Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, Texas 75265 

all on this the I(,* day of August, 1999. 

C:\Work\8.16WLHWKyGasMo tion8.16.99 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 
www.psc.state.ky.us 

(502) 564-3940 

August 16,1999 

Mark R. Hutchinson 
Sheffer-Hutchinson-Kinney 
115 East Second Street 
Owensboro, KY 42303 

RE: 

Dear Mr. Hutchinson: 

Western Kentucky Gas Company 
Case No. 99-070 
Petition for Confidential Protection 

The Commission has received the petition filed July 30, 1999, on behalf of 
Western Kentucky Gas Company to protect as confidential information containing 
volumes and discount levels for each special contract customer for whom a 
discount has been negotiated. A review of the information has determined that it 
is entitled to the protection requested on the grounds relied upon in the petition 
and it shall be withheld from public inspection. 

If the information becomes publicly available or no longer warrants confidential 
treatment, you are required by 807 KAR 5:001, Section 7(9)(a) to inform the 
Commission so that the information may be placed in the public record. 

Sincerely, 
i i 

Executive Director 

cc: All parties of record 

-fn&A?.CQ g-17- 99- /4- VI 

AN EQUAL OPPORTUNITY EMPLOYER wrn 

I 
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Telephone: 
(502) 227-7270 

0 JOHN N. HUGHES e 
Attorney at Law 

Professional Service Corporation 
124 WEST TODD STREET 

FRANKFORT, KENTUCKY 4060 1 

Telecopier : 
(502) 875-7059 

August 13, 1999 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

Re: Case No. 99-070 

Dear Ms. Helton: 

I 
I Please file the supplemental responses of Western Kentucky Gas Company for items 47f 

and 60 c-e. 

If there are any questions about this matter or if additional information is needed, please 
contact me. 

v Attorney for Western Kentucky 
Gas Company 

cc: Intervenors 



r 

Western Kentucky Gas Company 
Case No. 99470 

KPSC Data Request Dated July 16,1999 
Supplemental Response to DR Item 471: 

Witness: Petersen 

Data Request: 

Petersen and VoIume 9 of 10, Tab 3, the class cost-of-service study. 
Refer to the Application, Volume 2 of 10, Tab 10, the Testimony of Thomas H. 

f. 
1998 data and that results using the forecasted test period would follow a pattern 
similar to that of the historic cost-of-service analysis. Provide the results for the 
forecasted period and the appropriate workpapers in the same fom as provided in 
the origkd filing (i.e., nineteen pages of modd results and nine pages of 
supporting workpqm). 

Mr. Petersen also states that the study was performed using fiscal year 

Response: 

Because of the nature of the WSC's request for a class cost o f  service study on 
the forecasted tn t  ycar, morc b c  will be requircd to provide an adequate response. A 
completion date is unknown but every effort is being made to provide a meaningful 
response soon. 

Status: A class cost of service study on the forecasted t a t  year required the performance 
of a detailed design day audysis of the forecasted test year. This study was completed on 
Monday, August 9. The data from the filing that could be directly entered into the class 
cost of service study has been entered 

The following analyses have been started but arc not yet compiete: 
-An analysis of meter investment by class 
-An analysis of distribution mains investment by size 
-An analysis of customer service costs moved to shared setvices 
-An analysis forecasted usage data and design day data to appropriately assign 
amounts to the customer groupings used in the study. 

Detailed data i s  still being gathered for these analyses- The form of the data will affect 
how long it takes to complete the study. 



Data Request: 
C. 

d. 

e. 

Western Kentucky Gas Coriipaay 
Case No. 99-070 

WSC Data Request Dated July 16, 1999 
Supplemental Response to DR Item 60 c-e 

Witness: D. Donald A. Murry 

Provide an explanation of  why each company in the group of 
comparative companies is considered to be a viable comparison to 
Amos. 

Provide the most recently approved rem on equity for each of the 
cornparablc companics, along with thc datc cach was approved. 

Do any of  the comparable companies use a weather normalization 
adjustment: a premises charge, OT a margin loss recovery rnccbanjsm 
to stabilize their earnings? If so. which ones'! 

Response: 

c .  The six Moody's companks used in Dr. Murry's analysis, Le., AGL Resources, 
Indiana Energy, Laclede Gas Light, Northwest Natura Gas, Peoples Energy and 
Washington Gas Light, are companies selected as representative of the gas 
distribution indurtry sector by Moody's analysts. Moody's is a highly regarded 
investor's service and is available and uscd by invcstors aod analysts. As a third- 
party judge of indusrry, Dr. Murry selected these companies as usefd for comparison. 

Although no company is exactly like Atmos in every respect, since these companies 
are recognized as gas dismburion companies by analysts and investors gcaerally, the 
valuation ofthe common stocks ofthese companies is useful comparative information 
for evaluating the vduc of thc common srock of Atmos. For example, although AGL 
Resources is a holding company with investments in other activities, its primary 
business i s  gac distribution in the campacr region of Georgia and Tennessee. Indiana 
Energy, which is now involved in a merger, formerly was primarily a gas distribution 
company in Indiana Laclede i s  a gas distribution company serving a compact area in 
St. Louis and its environs. Peoples is a relatively compact gas distribution company 
in the Chicago area. Each of those companies is in &e general geographic region of 
the U.S. as Western Kentucky; howcva, there are obvious climatic differences 
b m e m  the service territories of AGL and Peoples. Likewise, Washington Gas Light 
serves a relatively compact gas distribution market in Washington D.C. and the 
vicinity. Dr. Muny used the valuations of the common stock of  these companies as 
informative market informarion; he did not use &e valuation of these common stocks 
as an analytical surrogate o f  Atmos. 



d, AcwrJing to rcplacntativcs of Lht: Companies' hvator Relations Departments, the 
last ailowed returns on equity for the Moody's Local Distribution Cornpanics arc as 
follows: 

Company 
AGL Resources 
Indiana Enerw 

Allowed ROE State Order Date 
11.0 %I GA June 1998 
N/A IN N/A 

-d I 

Laclede Gas 11.0% MO August 28, 1996 
I Northwat Nawal Gas 11.25 % WA Ocrober 28,1997 
Peoplci Energy 11.1 %& 11.3% IL Novcmbcr 1995 
Washington Gas Light 11.5% VA 1994 

Indiana Energy's Investor Relations Department did not reply to any inquiries. 

Cosr of capital measured with current data are likely to be more valuable for setting rates 
because they represen1 present market conditions. Previously allowed r e m s  do not 
necessarily represent the w e n t  cost of equity. As the abovc tablc dcmonstrares, the 
most recent award is from June 1998. They reflect expectations at the time they were 
awarded. 

e. Only AGL Rcsourccs has implemented a WNA. Only AGL Resources has 
implemented a Margin LOSS Recovery Mechanism. None of the Moody's companies 
have implemented a &premises C k g e  or similar rate mechanism. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

July 29, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincere , Y I  

Secretary of the Commission 

SB/sa 
Enclosure 



William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro. KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for  Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P.O.  Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WESTERN ) 

FOR AN ADJUSTMENT OF RATES ) 
KENTUCKY GAS COMPANY ) 

O R D E R  

CASE NO. 99-070 

In its July 2, 1999 Order the Commission established a partial procedural 

schedule in this proceeding which, among other things, did not set a date for a public 

hearing. Several factors, primarily the uncertainty surrounding the timing of the 

Commission’s move to its new building, caused the hearing date to not be set at that 

time. Those matters have been resolved and the Commission is now able to establish 
I 
I 

I the remainder of the procedural schedule for this proceeding. 

IT IS THEREFORE ORDERED that: 

1. The supplemental procedural schedule set forth In Appendix A, attached 

hereto and incorporated herein, shall be followed in this case. I 
I 
I 2. At any hearing in this matter, neither opening statements nor 

I summarization of direct testimony shall be permitted. 

~ 

Done at Frankfort, Kentucky, this 29th  day o f  Ju ly ,  1999. 

By the Commission 
ATTEST: 

t E 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-070 DATED JULY 29, 1999 

The following supplemental procedural schedule augments the partial procedural 

schedule established by the Commission on July 2, 1999. Nothing contained herein 

modifies or changes the procedural dates contained in the previous schedule. This 

schedule is issued solely for the purpose of establishing procedural dates that were 

omitted from the partial schedule issued July 2, 1999. 

Last day for Western to publish notice of hearing date . . . . . . . . . . 12/07/99 

Public hearing is to begin at 9:00 a.m., Eastern Standard Time, in 
Hearing Room 1 of the Commission’s offices at 730 Schenkel Lane, 
Frankfort, Kentucky for the purpose of cross-examination of witnesses 
of Western, cross-examination of witnesses of intervenors, and 
the presentation of rebuttal testimony, if any. . . . . . . . . . . . . . . 12/14/99 

Written briefs shall be filed with the Commission no later than. . . . . . 01/10/00 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commisslon 

July 21, 1999 
Honorable John Baird 
Attorney at Law 
P.O. Box 838 
Greenville, KY 42345-0838 

Dear Mr. Baird: 

RE: Case No. 99-070 
Western Kentucky Gas 

The Commission has received your letter dated July 7 concerning the above 
case. Your letter is being treated as an official protest and will be placed in the case 
file. The Commission will carefully analyze this case before rendering its decision. Be 
advised that the effect of the rate increase cannot yet be determined as the increase 
originally proposed by Western Kentucky Gas is not necessarily what may be ordered in 
the Commission’s final decision. 

If you wish to participate in the proceeding, including any hearing that may be 
held, you must file a motion to intervene with the Commission. Attached is a copy of 
Commission regulations concerning intervention. If you request limited intervention and 
your request is granted, you will receive copies of all Commission Orders entered in this 
case. You will not, however, be served with filed testimony, exhibits, pleadings, 
correspondence or other documents submitted by the parties. If you wish such 
information, you must request and be granted full intervention. If you are granted 
intervention and wish to request a hearing, you should file such a request with Helen C. 
Helton, the Commission’s Executive Director. 

The Attorney General’s Ofice for Rate Intervention, which represents 
consumers’ interests has been granted intervention and is participating in this case. 
You may contact them at (502) 695-5453 to discuss their position on the issues you 
raise in your protest letter. 

Thank you for your interest and concern in that matter 

Sincerely, r,, s w w  b w  
rlm 
Enclosure 

Stephanie Bell 
Secretary of the Commission 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



JOHN BAIRD 
ATTORNEY AT LAW 

103 East Main Cross Street 
P.O. Box 838 

Greefiville, KY 42345-0838 

fax 270-338-0096 
270-338-5944 

July 7, 1999 
Public Service Commission 
Att: Eddie Smith 
P.O. Box 615 
Frankfort, Kentucky 40602 

RE: Objection to Rate Increase 
By Western Kentucky Gas Company 

Dear Mi. Smith 

JWL 1 2  '19% 

I am writing this letter in opposition to the request for a rate increase by Western Kentucky 
Gas Company. While I know that it had been approximately 4-5 years since they had a rate 
increase and I also know that their utility rate are one of the lowest in the Country, I also know 
that since its acquisition by Atmos, Western Kentucky Gas Company has reduced services, 
increased inconvenience and customers time, etc., which are factors to consider as well. For 
example, the Gas Company before it was acquired had offices in both Greenville and Central 
City. Any problem was only a short 5 minute trip to the office or a phone call away, and the 
personnel were available to meet with the customer and /or resolve the problem or hrnish the 
service out in the field. 

time you need to call, you have to dial an 1-800 number to some place in Texas, which sometime 
takes about 5-10 minutes of waiting time to get through. 

Just several weeks ago, I requested new residential service at a house I am building. After a 
week passed and I was never contacted by anybody (they do have 3-4 workers who live in the 
county and who we assigned here to do the work upon somebody in Texas sending instructions). 
I had to call a second time to Texas (having to wait 5-10 minutes to get somebody to talk to) and 
request for a second time, that somebody come out to meet me at the site, so I could designate 
where I wanted the line run. After such meeting, several more weeks have passed and I have yet 
to have the line installed or heard a word from any body about when they plan to get it done. I'm 
not sure that the delay is not due in part, to the pending rate increase proposed by Western 
Kentucky Gas Company, i.e., to change over $1000 for looking up a new house line, i.e. running 
from the gas company's main to the residential meter. This is a rip-off off and absurd to charge 
a customer this fee. Several years ago, this was a free service and it should continue to be a free 
service. 

The reduction in man power is also apparent in their field work on emergencies. I had a 
situation at a rental house, where the old house line rusted through and was leaking gas outside 
the house, approximately 3 feet from the house. They wanted to wait until office hours before 

Now it is completely different story. There is no longer a local office in this County. Any 

99LElTER2: W.K.GAS,SMITH.wps 
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they would have to come and fix the leak. I demanded that it be fixed immediately since it was a 
possible fire or explosion hazard to the tenant living in the house. So they came, but only because 
I demanded it. 

Another interesting item is their minimum bill for no usage. I have a office that operates a gas 
hrnace, but has no pilot light. I had to pay $1 8.3 1 to the Gas Company for no gas being used 
month, which I believe is high. It will be like that for the next several months, until the weather 
turns cooler. I anticipate that I pay the gas company $80-$100 until I start using gas again at my 
office. 

So to summarizes Company should not be allowed to charge a large fee to hook up a new 
customer. Also the reduction in service, the closing of offices (while they have no office here 
now, they are still paying a long term lease for a new fancy office that they had built to occupy 
here in the county), the total inconvenience to customers create by their consolidation, etc., 
should be considered before my rate increase is granted. Finally, their should be some type of 
credit for payments made when on gas is being used, to be applied against the bill when 
consumption resumes in the fall. 

JB: 
I 

P.S. Today, aRer my 4th call to Texas (another 10 minutes), somebody call me about installing 
my house line. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR 1 
AN ADJUSTMENT OF RATES ) 

O R D E R  

CASE NO. 99-070 

IT IS ORDERED that Western Kentucky Gas Company (“Western”) shall file with 

the Commission the original and 15 copies of the following information, with a copy to all 

parties of record. The information requested herein is due no later than July 30, 1999. 

Each copy of the data requested should be placed in a bound volume with each item 

tabbed. When a number of sheets are required for an item, each sheet should be 

appropriately indexed, for example, Item 1 (a), Sheet 2 of 6. Include with each response 

the name of the witness who will be responsible for responding to questions relating to 

the information provided. Careful attention should be given to copied material to ensure 

that it is legible. Where information requested herein has been provided along with the 

original application, in the format requested herein, reference may be made to the 

specific location of said information in responding to this information request. When 

applicable, the information requested herein should be provided for total company 

operations and jurisdictional operations, separately. 

7 ,  

1. Provide an organization chart for Atmos Energy Corporation (“Atmos”) as 

of June 1 , 1999. The chart should show all regulated utility divisions and non-regulated 

businesses. 



2. With the exception of Western, provide the following information for each 

of the regulated utility divisions: 

a. 

b. The year of the division’s last completed general rate case 

proceeding. If the division is currently involved in a general rate case, indicate when 

that proceeding is expected to be completed. 

The state jurisdictions in which the division operates. 

c. The authorized rate of return on common equity awarded or 

authorized in the last completed general rate case proceeding. If the division is 

currently involved in a general rate case, indicate the rate of return on common equity 

requested by the division. 

3. Western’s last general rate case was Case No. 95-01 0.’ In the August I O ,  

1995 Order in that case, the Commission expressed its concern about Western’s 

practices of funding only a portion of its other post-retirement employee benefits 

(“OPEBs”) and of funding internally rather than using a protected fund administered by a 

third party. Describe Western’s current practice with regard to these two issues. In 

addition, provide justification for Western’s current level of OPEB funding. 

., 

4. In the October 20, 1995 Order, which adopted the October 9, 1995 

Settlement Agreement, the Commission acknowledged Western’s agreement to perform 

a new depreciation study no later than its next general rate application. However, the 

‘ Case No. 95-010, An Adjustment of Rates of Western Kentucky Gas Company, 
Orders dated August 10,1995 and October 20,1995. 
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October 20, 1995 Order reminded Western that the Commission’s concerns about its 

depreciation study, expressed in the August I O ,  1995 Order, would remain pertinent for 

the review of the new depreciation study. 

a. Explain in detail how the concerns expressed in the August I O ,  

1995 and October 20, 1995 Orders have been addressed by the September 30, 1997 

depreciation study filed with Western’s application. 

b. Refer to the September 30, 1997 depreciation study filed with the 

Provide the calculations for the net salvage rates with details and application. 

supporting documentation which support the change, to a negative 150 percent, in the 

salvage rate for Account 380, Services. 

5. Refer to the Application, Volume 1 of I O ,  Tab 1, Item 5. Provide the 

calculations that support Western’s determination that it has experienced an $800,000 

decline in lost industrial margins and $1,600,000 in lost margins due to energy 

conservation and declining customer usage. Include a detailed explanation as to how 

Western identified these specific causes. 

6. Refer to the Application, Volume 2 of I O ,  Tab 1, the Testimony of Conrad 

E. Gruber. On pages 12 through 18 of the testimony is a discussion of Western’s 

efficiency and productivity improvements. Explain in detail how the benefits of these 

efficiency and productivity improvements have been incorporated into Western’s 

forecasted period. Include a dollar quantification of the improvements and identify 

where this quantification has been shown in the forecasted period. 

7. Refer to the Application, Volume 2 of 10, Tab 4, the Testimony of Betty L. 

Adams. On page 5 of the testimony it is stated that Western’s O&M budget was 
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converted into National Association of Regulatory Utility Commissioners (“NARUC’I) 

accounts. Provide a detailed explanation as to why Western utilized the NARUC 

accounts rather than following the Uniform System of Accounts prescribed by the 

Federal Energy Regulatory Commission. 

8. On page 10 of the Adams Testimony is a discussion of changes in 

Western’s operational budget due to the implementation of the Shared Services 

approach. For each change listed on page I O ,  compare in dollar amounts the changes 

in Western’s O&M budget with the changes in expenses from the Shared Services 

program. If the increase in Shared Services expense exceeded the reduction in 

Western’s O&M budget for a particular change, explain in detail why it was cost 

effective to make the change. 

9. Refer to the Application, Volume 2 of I O ,  Tab 5, the Testimony of David H. 

Doggette, concerning Western’s capital budgets. 

a. Is it correct that none of the capital budgets submitted in Western’s 

application reflect Western’s normal “bottom up” development approach? 
+i) 

b. Has Western prepared its capital budgets for FY2001 through 

FY2003, following the “bottom up” approach, utilizing the new Oracle accounting 

system? If yes, provide the FY 2001 through FY 2003 capital budgets, using the 

“bottom up” approach, in a format similar to that shown in Exhibit DHD-1. 

c. Has Western performed any analysis or review to determine if 

using a “FY 1999 baseline” approach for its capital budgeting produces a similar result 

as the “bottom up” approach? If yes, provide copies of that analysis or review. If no, 

explain why such an analysis or review has not been performed. 
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d. Have the FY 2000 and FY 2001 capital budgets filed in this 

proceeding been entered into the Atmos Capital Budget Gathering System? If no, 

explain in detail why this has not occurred. 

e. Provide copies of the approved FY 2000 and FY 2001 capital 

budgets within 10 days of their approval by Atmos’s Board of Directors. Explain in detail 

all differences between the approved FY 2000 and FY 2001 capital budgets and those 

submitted with the application. 

f. Provide the capital budgets for the Information Technology strategy 

and other Shared Services projects, for the FY 2000 through FY 2003 periods. This 

information should show the amounts for the total budget, as well as Western’s 

forecasted investment, for each fiscal year. Explain in detail how Western’s forecasted 

investment was determined. 

I O .  Refer to the Application, Volume 2 of 10, Tab 5, Exhibit DHD-I , page 2 of 

6. Provide the workpapers and assumptions used to determine that the projected 

overhead rate should be 50 percent and the projected increase in maintenance and 

improvements should be 36.25 percent for the FY 2000 capital budget. Include an 

explanation as to how these determinations were made. 

11. Refer to the Application, Volume 2 of I O ,  Tab 6, the Testimony of Donald 

P. Burman. On pages 6 and 7 of the testimony is a discussion of Western’s accounting 

for pension expense. 

a. Provide the balances of Western’s pension assets and obligations 

shown on its balance sheet as of March 31, 1999, as well as for the base period and 
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forecasted period. Include the account numbers and titles used to record these assets 

and obligations. 

b. Has Western included its pension assets and obligations in its 

calculation of its rate base? If so, provide the reference to the appropriate schedules 

and workpapers that disclose this inclusion. 

12. 

13. 

Provide the actual capital ratios for Atmos as of June 30, 1999. 

Refer to the Application, Volume 2 of 10, Tab 7, the Testimony of John P. 

Reddy. On page 4 of the testimony, it is stated that Atmos’s objective is to maintain a 

capital structure comprised of approximately 50 percent equity and 50 percent debt. 

However, on page 6 of the Reddy Testimony, the summary of Atmos’s five-year 

financial plan for FY 2001 through FY 2003 shows a capital structure comprised of 

equity ranging between 53 percent and 61.9 percent. 

a. Explain why Atmos’s five-year financial plan presents capital 

structures that are significantly different than Atmos’s expressed capital structure 

objectives. 

b. The equity portion of Atmos’s capital structure as of March 31 , 1999 

was 44.19 percent. The equity portion shown on page 6 of the Reddy Testimony shows 

a forecasted equity component of 49.8 percent for FY 2000. Explain in detail why it is 

reasonable to expect such an improvement in the equity in less than a two-year time 

frame. 

14. Refer to pages 6 and 7 of the Reddy Testimony. For each of the 

assumptions listed below, indicate how reasonable that assumption is for Atmos. 

Include any analyses, studies, or other documentation that support these assumptions. 
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a. A return to normal long-term weather patterns for the other Atmos 

utility divisions beginning in FY 2000. 

b. 

c. 

d. 

The issuance of $26 million of new equity in November 1999. 

Raising $20 million of new equity annually through stock plans. 

No significant acquisitions. Explain how this assumption is not in 

conflict with the statements contained on page 5 of the 1998 Atmos Annual Report to 

share holders . 

e. Cash flow from depreciation will fund ongoing capital spending 

req u ire men ts. 

f. 

Refer to the Reddy Testimony, the attachment titled “FRI 0(9)(h)l1 ,I’  

Sheets 1 and 2 of 3. Explain why each of the assumptions listed on these schedules is 

reasonable. Include any analyses, studies, or other documentation that support these 

assumptions. 

No new long-term debt issues. 

15. 

16. Refer to the Application, Volume 2 of 10, Tab 12, the Testimony of 

Michael Marks. On page 4 of the testimony it is stated “Central to the program are two 

important provisions of the agreement between Western and the Commission.” In the 

August I O ,  1995 Order in Case No. 95-010, the Commission stated: 

Thus, the Settlement merely establishes a framework for 
developing a program which will qualify for rate recovery 
under KRS 278.285. No specific programs or related cost 
recovery mechanism have been included. Therefore, the 
Commission makes no decision or findings of fact related to 
any portion of the DSM provisions included in the 
Settlement.* 

Case No. 95-010, August I O ,  1995 Order, at 4. 
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In light of the Commission’s statement in Case No. 95-010, explain in detail what 

agreement is being referenced in Mr. Marks Testimony on page 4. 

Refer to the Marks Testimony, page 4. Concerning the Western Demand 17. 

Side Management (“DSM”) Collaborative: 

a. Identify the members of the Western DSM Collaborative at its 

inception and as of June 30, 1999. 

b. Provide copies of the bylaws or other documents that govern the 

operation of the Western DSM Collaborative. 

c. 

June 30,1999. 

18. 

Identify the chairperson of the Western DSM Collaborative as of 

Refer to the Marks Testimony, page 8. For each of the measures 

ultimately selected for inclusion in the WKG CARES program, provide the results of the 

following DSM benefit cost test: 

.. 

a. Total Resource Cost (“TRC”). 

b. Utility Cost Test (“UCT”). 

c. Ratepayer Impact Measure (“RIM’’). 

d. Participant Test (“PT’’). 

Refer to the Marks Testimony, page 8. It is stated that the TRC test 

measures the costs and benefits of a conservation measure from the broadest 

perspective as it represents the net benefit to society. Isn’t it correct that the TRC 

calculates the net impact on a utility and its customer base as a whole, instead of as a 

net benefit to society? If no, provide documentation to support the contention that the 

focus of the TRC is the net benefit to society. 

19. 
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20. Concerning the process and impact evaluations of WKG CARES: 

a. Provide copies of the written process and impact evaluation 

reports. If no written report was provided, explain in detail why not. 

b. Explain why the Applied Energy Group, Inc. (“AEG”) was retained 

to perform these evaluations, given Mr. Marks association with AEG. 

c. Explain in detail why actual customer savings were not developed 

as part of the impact evaluation. 

d. Explain how the impacts of the weather experienced during the 

evaluation period were taken into consideration when pre- and post-treatment 

consumption values were determined. 

e. Provide the workpapers showing the calculation of the TRC, UCT, 

RIM, and PT values for the impact evaluation. 

f. Explain why the Societal Test is referenced on page 13 of the 

Marks Testimony instead of the TRC. 

g. Provide the calculations and assumptions used to determine the 

environmental externality adder reflected in the Societal Test. Include an explanation 

as to why it was believed an environmental externality adder should have been included 

in the analysis. 

h. Did the calculation of the TRC during the impact evaluation include 

If no, a determination of Western’s lost revenues associated with WKG CARES? 

explain why the exclusion of lost revenues would not skew the results of the TRC. 

21. On page 13 of the Marks Testimony is the statement that Western is not 

attempting to recover the revenue erosion caused by WKG CARES. However, 
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throughout its application, Western has cited one of the reasons for the proposed 

revenue increase has been the impact of residential energy conservation efforts. Is it 

correct that Western is attempting to recover these lost revenues through its general 

rate increase, rather than through the DSM tariff? Explain the response. 

22. On page 14 of the Marks Testimony is a discussion of the benefit to 

Western’s uncollectible accounts as a result of WKG CARES. If the actual impact on 

uncollectible accounts was not determined as part of the impact evaluation, explain in 

detail the basis for the assumption that uncollectible accounts were impacted favorably 

by WKG CARES. 

23. Provide copies of all program materials associated with WKG CARES, 

including the program parameters established regarding allowable program measures. 

Provide the following information concerning WKG CARES: 

a. 

24. 

Describe the specific changes in customers’ consumption patterns 

that Western is attempting to influence through WKG CARES. 

b. Indicate whether WKG CARES is consistent with Western’s most 

recent long-range integrated resource plan (“IRP”). Include copies of Western’s most 

recent IRP. 

c. Does WKG CARES result in any unreasonable prejudice or 

disadvantage to any class of customers? Explain the response. 

d. Describe the extent to which WKG CARES programs are available, 

affordable, and useful to all customers. 
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25. Given the provisions of KRS 278.285, explain in detail why Western 

waited until the filing of this rate proceeding to recover the costs for WKG CARES, 

which began in 1996. 

26. On page 18 of the Marks Testimony is the statement that Western is 

seeking to recover the costs associated with the 3-year pilot program which was 

approved by the Commission in the October 20, 1995 Order in Case No. 95-010. The 

October 20, 1995 Order approving the October 9, 1995 Settlement in Case No. 95-01 0 

specifically stated that: 

In all other respects this proposal mirrors the July 18, 1995 
Settlement. Those provisions not addressed herein which 
were previously addressed and accepted in the 
Commission’s Order of August 10, 1995 are approved 
without discu~sion.~ 

The pilot DSM program is not discussed in the October 20, 1995 Order, and the 

Commission stated in the August 10, 1995 Order that it made no decision or findings of 

fact related to the DSM provisions included in the Settlement. Explain in detail how 

Western has concluded that the Commission approved the 3-year pilot program. 

27. Provide the following information concerning the costs associated with 

WKG CARES: 

a. A schedule of the costs incurred during the 3-year pilot. These 

amounts should be identified using Western’s account numbers, with account titles. 

The amounts should be presented in total and fiscal year amounts. 

Case No. 95-010, October 20, 1995 Order, at 3. 

-1 1- 



b. Were the pilot costs expensed or deferred by Western? If deferred, 

provide the Western detailed account numbers utilized and the basis for Western 

assuming deferral was appropriate. 

c. A schedule of the costs proposed for the 1999 - 2002 period. 

These amounts should be identified using Western’s account numbers, with account 

titles. The amounts should be presented in total and fiscal year amounts. 

28. Provide an analysis that examines the completion percentage for capital 

budget projects. The analysis should be by individual capital project, by year, for fiscal 

years 1994 through 1998. The analysis should show the completion percentage (actual 

expenditure to budget amount) for each project in each fiscal year. 

29. Refer to the Application, Volume 3 of I O ,  Tab 1 I titled “FR 10(9)(b),” page 

3 of 6, the forecasted test year capital budget. 

a. Does Western assume that all the capital projects included on this 

schedule will be completed and included in rate base by the end of the forecasted test 

year? 

b. If yes to part (a), explain in detail the basis for this assumption and 

why it is reasonable. 

c. If no to part (a), provide a schedule showing the amounts from the 

capital budget that Western included in the rate base by the end of the forecasted test 

year. 

30. Refer to the Application, Volume 3 of I O ,  Tab 7, titled “FR 10(9)(h)2.” 

Provide all the assumptions used by Western to determine the amounts shown for the 
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base year, the forecasted year, and the 2000 through 2003 fiscal years. Include an 

explanation as to why each assumption is reasonable. 

31. Refer to the Application, Volume 3 of 10, Tab 7, titled “FR 10(9)(h)4.” 

Provide a revision of this schedule that fixes the forecasted required rate of return at 

9.97 percent for each year shown. 

32. Concerning Western Kentucky Gas Resources, Inc. (“WKG Resources”): 

a. 

b. 

c. 

Describe the nature of WKG Resources’ business operations. 

Indicate when WKG Resources was established. 

Indicate whether any of Western’s assets, liabilities, capital, or 

personnel were transferred to WKG Resources. 

33. Refer to the Application, Volume 3 of 10. Explain why the operating 

income amounts shown for the test year (January 2000 - December 2000) on the 

following schedules are not in agreement: 

a. 

b. 

c. 

Refer to the Application, Volume 9 of 10, Tab 2, titled “FR 10(9)(u),11 

Tab 3, titled “FR 10(9)(d).” 

Tab 7, titled “FR 10(9)(h)l and FR lO(lO)(i)l.” 

Tab 7, titled “FR 10(9)(h)4.” 

., 

34. 

Schedules 1 and 2. Provide the following information for Schedule 1 and Schedule 2: 

a. An explanation of how the amounts shown under the column titled 

“WKG $’I were determined. Include any supporting workpapers, assumptions, and other 

documentation. 
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b. The determination of the percentages shown under the column 

titled “WKG %.’I Include any supporting workpapers, assumptions, and other 

documentation. 

C. For each Shared Service Unit listed on the schedule, an 

explanation of why the particular allocation methodology is reasonable for the allocation 

of the particular unit costs. 

35. Refer to the Application, Volume 10 of I O ,  Tab 2, Schedule B-2.2. 

a. For both the base and forecasted periods, provide a schedule that 

links the plant additions shown on Schedule B-2.2 with the capital budget projects 

shown in Volume 3 of IO, Tab 1, Exhibit DHD-1. 

b. For the base period, provide the workpapers, analysis, 

assumptions, and other documentation that support the amounts shown for 

“Retirements” and “Transfers/Reclassifications.” Include a description for each 

retirement or transfer/reclassification shown on the schedule. 

c. For the forecasted period, explain why Western assumed there 

would be no retirements. Include in the explanation a discussion of why such an 

assumption is reasonable. 

36. Refer to the Application, Volume 10 of I O ,  Tab 2, Schedule B-2.3, for both 

the base and forecasted periods. 

a. 

“Division 02 General Office.” 

Identify the business unit of Atmos referred to in the schedule as 

I 

~ 
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b. Indicate whether the assignment of the Division 02 General Office 

plant is the result of a general allocation of plant by Atmos or whether Western 

contracted for these assets. 

37. Refer to the Application, Volume 10 of I O ,  Tab 2, Schedule B-3, for both 

the base and forecasted periods. For each of the plant accounts listed below, provide a 

detailed explanation as to why the accumulated depreciation exceeds the plant 

investment. Also explain why accumulated depreciation in excess of plant investment 

should be included in the calculation of Western’s rate base. 

a. 

b. 

C. 

d. 

e. 

f. 

9. 

h. 

I. 

Account No. 331 .OO - Production Gas Wells Equipment. 

Account No. 332.10 - Field Lines. 

Account No. 332.20 - Tributary Lines. 

Account No. 334.00 - Field Meas. & Reg. Station Equipment. 

Account No. 351.20 - Compression Station Equipment. 

Account No. 366.30 - Other Structures (Transmission Plant). 

Account No. 375.1 0 - Meas. & Reg. Station Equipment General. 

Account No. 399.00 - Other Tangible Property (base period only). 

Account No. 399.89 - Other Tangible Property - System Software 

(forecasted period only). 

38. Refer to the Application, Volume 10 of I O ,  Tab 2, Schedule B-3.2. Each of 

the accounts listed below is shown on Schedule 8-3.2 as being fully depreciated. 

Explain why Western has included a 12-month depreciation expense for each of these 

accounts, and why it is reasonable to include depreciation expense for a plant account 

that is fully depreciated per the company’s books. 
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period only). 

b. 

C. 

d. 

period only). 

a. 

e. 

Account No. 331.00 - Production Gas Wells Equipment (base 

Account No. 332.10 - Field Lines (base period only). 

Account No. 332.20 - Tributary Lines (base period only). 

Account No. 334.00 - Field Meas. & Reg. Station Equipment (base 

Account No. 351.20 - Compression Station Equipment (base and 

forecasted periods). 

f. Account No. 366.30 - Other Structures (base and forecasted 

periods). 

g. 

(base and forecasted periods). 

Account No. 375.10 - Meas. & Reg. Station Equipment General 

39. Refer to the Application, Volume 10 of I O ,  Tab 6, Schedule F-6. Provide 

the following information concerning the costs for the preparation of this case: 

a. A detailed schedule of costs incurred to date. Include the date of 

the transaction, check number or other document reference, the vendor, amount, a 

description of the services performed, and the account number in which the expenditure 

was recorded. Indicate any costs incurred for this case during the base year. Include 

copies of invoices received from the vendors. 

b. A detailed explanation of how the estimate shown on Schedule F-6 

was determined, with all supporting workpapers and calculations. 

c. Monthly updates of the actual costs incurred during the course of 

this proceeding, in the manner prescribed above. Updates will be due on September 3, 
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1 9 (Western’s due date for responses to ab\ tional data requests November 1 , 1 s39 

(due date for requests to Intervenors), and 30 days after the date of the public hearing 

or the due date for final briefs, whichever date is later. 

40. Refer to the Application, Volume 10 of I O ,  Tab 8, Schedule H. 

a. Explain how the Uncollectible Accounts Expense percentage was 

determined. Include all supporting workpapers, assumptions, and calculations. 

b. Provide a schedule showing Western’s actual Uncollectible 

Accounts Expense percentage for the base period and the five previous fiscal years. 

Include all supporting workpapers, assumptions, and calculations. 

c. Explain how the PSC Fees percentage was determined. Include all 

supporting workpapers, assumptions, and calculations. 

41. Refer to the Application, Volume 10 of I O ,  Tab 8, Schedule 1-1. In light of 

the revenue increase requested by Western, explain why Schedule 1-1 shows Western 

is forecasted to experience net losses beginning in fiscal year 2001. 

42. Refer to the Application, Volume 10 of I O ,  Tab 15, Summary of Factors 

schedule, referenced as “WP Factors.” Concerning the calculation of the Residual 

Factor: 

a. Explain why the Residual Factor is based on calendar year 1998 

data. 

b. Provide the Residual Factors for all other Atmos utility and non- 

utility business divisions. 
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e 
c. Explain why it is reasonable to base the Residual Factor on the 

Western to Atmos ratios for Gross Direct PP&E, Average Number of Customers, and 

Total O&M Expense. 

d. 

Refer to the Application, Volume 10 of I O ,  Tab 15, WP 8-2, base period 

for Division 09, pages 3 and 4 of 4. For each of the column headings listed below, 

identify the source of information for the items contained in the column and provide the 

cross-reference to where that item can be found in the Application. If the item has not 

been provided in the Application, provide the source of information for the item in 

question. 

Explain the reference to the “Gray Book.” 

43. 

a. 

b. 

“WKG Direct Additions FY 99.” 

“service prog. WKG adds April 1999.” 

C. “WKG OH 98 carryover.” 

d. “WKG OH FY 99.” 

e. “02 OH FY 99.” 

Refer to the Application, Volume 10 of I O ,  Tab 15, WP 6-2, forecasted 

period for Division 09, pages 3 and 4 of 4. For each of the column headings listed 

below, identify the source of information for the items contained in the column and 

provide the cross-reference to where that item can be found in the Application. If the 

item has not been provided in the Application, provide the source of information for the 

item in question. 

44. 

a. “WKG Direct Additions FY2000.” 

b. “WKG OH FY2000.” 
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C. “02 OH FY2000.” 

d. “WKG Additions FY2001 .I1 

Refer to the Application,.Volume 10 of I O ,  Tab 15, WP 8-3.2, for both the 45. 

base and forecasted periods, Division 09. 

a. For the base period, explain the reason for the columns titled “Total 

Company Adjusted Jurisdiction - Reserve” and “Reserve Computation.” 

b. For the forecasted period, explain the reason for the columns titled 

“Division 09 13 Month Avg. - Reserve” and “Reserve Computation.” 

c. For both periods, explain why the “12 Month Expense” column 

includes a reference to 95.45 percent. 

d. 

e. 

Provide the calculations used to determine the 95.45 percent. 

For the forecasted period, explain the reference to “ELG” in the 

annual accrual rate column. 

46. Refer to the Application, Volume 10 of I O ,  Tab 15, WP B-4.1, Working 

Capital Components, for both base and forecasted periods. Provide a breakdown 

showing all accounts and subaccounts contained in the Prepayments for each period. 

This breakdown should use the same accounting system as was used to show the 

detail for Materials and Supplies. 

47. Refer to the Application, Volume 2 of I O ,  Tab I O ,  the Testimony of 

Thomas H. Petersen and Volume 9 of I O ,  Tab 3, the class cost-of-service study. 

a. Provide the name of the model used for the cost-of-service study 

and specify whether this is an industry model or an in-house model. Provide a narrative 

description of the study and written operating procedures for running the model. 
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b. Do any of Western's affiliates use this model? If so, identify any 

concerns that have been expressed or modifications that have been made by other state 

regulatory commissions in cases in which this model has been presented in support of 

those affiliates' revenue allocation or rate design proposals. 

c. Identify any other models that were considered by Western prior to 

selecting this model and whether the other models provided similar results and guidance. 

If other models were reviewed, why was this model considered superior? If no other 

models were reviewed, how can the Commission be assured that the guidance 

represented by this model is the most reasonable? 

d. Class load factor is defined by Mr. Petersen as the average daily 

Expand on this use divided by design day use or maximum daily contract level. 

definition and explain how this factor is used in the model. 

e. On page 3 of his testimony Mr. Petersen states that the rate 

classes selected use available data that captures the class differences in load 

characteristics. Can the available data be readily subdivided into groupings other than 

the five rate classes used in the study? 
* e  

f. Mr. Petersen also states that the study was performed using fiscal 

year 1998 data and that results using the forecasted test period would follow a pattern 

similar to that of the historic cost-of-service analysis. Provide the results for the 

forecasted period and the appropriate workpapers in the same form as provided in the 

original filing (i.e., nineteen pages of model results and nine pages of supporting 

workpapers). 



g. What are the results of the model for the historic test period 

normalized for weather using the proposed rates and the resulting revenue levels? 

What are the results of the model using the forecasted test year with the proposed rates 

and resulting revenue levels? Provide these results and the appropriate workpapers in 

the same form as provided in the original filing. 

h. An adjustment for customer accounts was incorporated into the 

Explain why this was the only adjustment other than the adjustment to model. 

normalize weather incorporated into the model. 

I .  Notes are included in many pages of the study describing rules, 

Provide a narrative actions or assumptions applied to the particular worksheet. 

description of these rules and actions and the source of the assumptions. 

48. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Rate G-1 and G-2. Why is there no page reference for: (1) the Weather Normalization 

Adjustment; (2) the Gas Cost Adjustment Rider; and (3) the Margin Loss Recovery 

Rider? Does Western agree that including page references for each of these items 

would enable the tariff reader to better follow the tariffs without being required to 

constantly refer to the tariff index? 

49. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 26, Weather Normalization Adjustment Rider (“WNA). 

a. The tariff shows an effective date of July 24, 1999, while page 37 of 

the Testimony of Gary L. Smith indicates the WNA would go into effect November 1, 

2000. What is the correct effective date for the WNA? 



b. The tariff states “Base loads and heating sensitivity factors will be 

determined by class and computed annually.’’ Provide a detailed description of how 

base loads and heating sensitivity factors will be determined. Include example 

calculations if necessary. 

c. Page 38 of the Testimony of Gary L. Smith sets out a proposed 

schedule for filing periodic reports with the Commission. Should the schedule and a 

description of these reports be included in the tariff? Why or why not? 

d. At page 37 of the Testimony of Gary L. Smith he states that the 

proposed WNA mirrors that of Western’s affiliate, United Cities Gas Company. Provide 

for the last three years (fiscal or calendar), a comparison of United Cities’ residential 

revenues both with and without the impacts of its WNA. 

50. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 27, Gas Cost Adjustment Rider (“GCA). 

a. Since the proposed GCA is zero-based, is it still necessary that 

Western file its GCA on a monthly basis? 

b. Explain in detail why quarterly GCA filings, as submitted by 

Kentucky’s other major LDCs, would not be sufficient to meet Western’s gas cost 

recovery needs. 

51. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 271, the Margin Loss Recovery Rider (“MLR”). 

a. The tariff does not specify this, but the Testimony of Gary L. Smith, 

at page 29, indicates that the proposal will shift lost revenues to sales customers. Why 
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is the proposed shift to sales customers only? Explain how the proposed 90 percent / 10 

percent sharing between customers and the company was developed. 

b. 

Was this an oversight or was it done intentionally? 

The MLR tariff does not specify the rate schedules to which it would 

be applied. Explain why an 

“Applicable” provision designating the appropriate rate schedules should not be included 

in the tariff. 

c. How was it determined that the MLR should be adjusted on a semi- 

annual basis, as opposed to monthly, quarterly, or annually? 

52. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 30d, Gas Research Institute (“GRI”) R & D Rider. 

a. The unit charge in the tariff is proposed to be billed “according to 

the transition schedule outlined in the pipeline’s tariffs.” Provide the transition schedules 

for each of the pipelines serving Western. 

b. What was Western’s “level of contribution per Mcf‘ as of December 

31, 1998? 
4 ,  

c. Why is the proposed tariff rider to be “applicable to all gas 

transported by the Company other than Rate T-3 and T-4 Carriage Service”? 

d. Does “all gas transported” mean sales and transportation volumes 

or transportation volumes only? Explain why it should be one or the other. 

e. Identify any other methods of GRI cost recovery that Western 

considered and explain why those methods were not selected. 

f. Identify the benefits that accrue to Western’s ratepayers from 

Western’s funding of GRl’s R & D activities. 
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53. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 49, Alternative Receipt Point Service. Provide cost support for the proposed 

distribution charge of $ . I O  per Mcf. 

54. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 51, Special Charges. 

a. Even though rate schedules G-I, G-2, LVS-1, LVS-2, T-3, and T-4 

all include sections headed “Late Payment Charge,” Sheet No. 51 and the Testimony of 

Gary L. Smith, indicate the proposed Late Payment Charge of 5 percent will be applied 

only to Rate G-1 sales service. Explain the reasoning for applying the 5 percent charge 

to only one rate schedule. 

b. What other local gas distribution companies is Western aware of 

that have a late payment charge which is applicable to only one of several rate 

schedules? 

c. What is the purpose of the Late Payment Charge section in the 

tariffs, other than Rate G-1 , identified in part (a) above? 

d. Provide the amount of annual revenue that Western expects the 

Include supporting calculations and sufficient Late Payment Charge to generate. 

narrative explanation to explain the calculations. 

55. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 30a, Demand-Side Management Cost Recovery Mechanism, and the 

Testimony of Gary L. Smith and Michael Marks on the same subject. 

a. Explain why the WKG CARES program is proposed for another 

three years, as opposed to one or two years, or on a permanent basis. 
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b. What consideration, if any, was given to implementing the program 

on a permanent basis? 

c. Are the non-permanent nature of the proposed three-year program 

and the proposal to recover costs for the three-year pilot program the only reasons for 

proposing a surcharge mechanism rather than including the prospective costs for 

recovery through base rates? If there are other reasons for using a surcharge 

mechanism, explain them in detail. 

d. The tariff itself does not specifically mention the annual filing with 

the Commission discussed in the Testimony of Michael Marks. Was this an oversight or 

intentional? Provide any reasons why Western would be opposed to including a 

statement in the tariff identifying and describing the annual filings proposed by Mr. 

Marks. 

56. Refer to Volume 1 of 10 of the Application, Tab 6, Proposed Tariffs, at 

Sheet No. 67, Rules and Regulations, Part (I), Premises charge and the Testimony of 

I, 

Daniel Ives. 

a. The proposed Premises Charge is only for the residential customer 

class and Mr. lves discusses this on page 11 of his testimony. Even though 84 percent 

of customer growth is in the residential class, explain why Western would choose not to 

address the same problem of incremental versus embedded costs for the remaining 

one-sixth of its customer growth occurring in other customer classes. 

b. On page 10 of his testimony Mr. lves discusses the proposed 

fifteen-year recovery period for the Premises Charge. Explain why a shorter life, based 
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on the Internal Revenue Service’s MACRS system, is appropriate for per books 

accounting by a regulated entity. 

c. Provide support for Mr. lves statement that “a fifteen-year recovery 

period is consistent with what is being used elsewhere in the industry.” 

57. Refer to Volume 2 of 10 of the Application, the Testimony of David H. 

Doggette, pages 12-14, and Exhibit DHD-2. 

a. Some of the service charge studies discussed by Mr. Doggette and 

included in Exhibit DHD-2 covered Western’s fiscal year 1998. Identify any studies, 

other than the April 1999 survey of banks, that cover a period other than fiscal year 

1998. 

I 
I 

b. Does the summary analysis on Exhibit DHD-2, page 1 of 8, at 

Column 3, represent the actual number of orders charged for fiscal year 1998, or does it 

represent the actual number of orders for any period? Explain what Column 3 

represents. 

c. Explain why Exhibit DHD-2, page 1 of 8, does not include all the 
.I 

special charges included in Western’s proposed tariffs at Sheet No. 51. 

d. What impact, if any, do the proposed revenues in Exhibit DHD-2, 

page 1 of 8, Column 15, or the increase in revenues in Column 16 have on the increase 

in Other Revenues derived from comparing Exhibits GLS-7 and GLS-1 of the Testimony 

of Gary L. Smith? 

58. Refer to Volume 2 of 10 of the Application, Tab 11 , the Testimony of Gary 

L. Smith at pages 4-12. 
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a. Provide the historic I data for the three-year period referred to by 

Mr. Smith on page 6 of his testimony including: (1) the number of customers by 

customer class; (2) sales volumes, by customer class, adjusted for normal weather; (3) 

annual changes in volumes for industrial sales and transportation deliveries; and (4) the 

level of volume migration from sales to transportation volumes. 

b. Provide detailed calculations showing the derivation of the 

adjustment for industrial sales and transportation deliveries referred to by Mr. Smith on 

page 8, lines 25-28 of his testimony. 

c. On page 7, lines 5-6 of his testimony, Mr. Smith refers to “historical 

growth rates averaging slightly less than 2,000 for the three prior years.” To what three 

years does Mr. Smith refer? How does this statement reconcile with the table on page 

12 of his testimony that reflects an average of at least 2,156 for any three-year period 

included therein? 

d. For each year in the five-year period covered in the table on page 

12 of Mr. Smith’s testimony, provide a breakdown of growth in residential customers 

between “new construction” and “on-main conversions.” 

3 ,  

59. Refer to Volume 2 of I O  of the Application, Tab 11, the Testimony of Gary 

L. Smith, and Exhibits GLS-1 through GLS-7. 

a. Exhibit GLS-3 summarizes the impact of industrial contract 

adjustments and volume changes. Provide supporting workpapers and narrative 

descriptions of these changes, by customer (the actual identity of the customers may be 

omitted and reference made by numbers and/or letters, i.e., - customer la). 



b. Exhibit GLS-6 summarizes the volume adjustment for declining 

Provide supporting workpapers and narrative descriptions of the customer usage. 

calculations made to derive the adjustment. 

c. Exhibit GLS-1 shows revenues at current rates reflecting all 

adjustments to derive test year volumes while Exhibit GLS-7 shows revenues at 

proposed rates reflecting the same adjustments. Are there any differences in the two 

exhibits other than: (1) different rates / margins; (2) Alternative Receipt Point volumes 

and revenues; (3) the amounts shown for Additional Contract Reformation; and (4) the 

amounts shown for Other Revenue? If yes, identify and explain those differences. 

60. 

Donald A. Murry. 

Refer to Volume 2 of 10 of the Application, Tab 8, the Testimony of Dr. 

a. Page 6, lines 20 through 22, indicates that the Commission should 

make allowances for the added risk of the inclusion of short-term debt in the capital 

structure. In what way should the Commission make such an allowance? 

b. Page 5, beginning on line 17, indicates that Atmos raises capital for 

Western’s operations. Is this beneficial to Western? If so, should the Commission 

make allowances for Western’s ability to access this capital source? Would it be more 

*, 

risky for Western if it had to raise capital itself for its operations? 

c. Provide an explanation of why each company in the group of 

comparative companies is considered to be a viable comparison to Atmos. 

d. Provide the most recently approved return on equity for each of the 

comparable companies, along with the date each was approved. 
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e. Do any of the comparable companies use a weather normalization 

adjustment, a premises charge, or a margin loss recovery mechanism to stabilize their 

earnings? If so, which ones? 

f. What effect would the implementation of a weather normalization 

adjustment have on Western’s financial risk? 

g. 

on Western’s financial risk? 

h. 

What effect would the implementation of a premises charge have 

What effect would a margin loss recovery mechanism have on 

Western’s financial risk? 

61. Refer to Volume 10 of 10 of the Application, Tab 4, Summary of 

Jurisdictional Adjustments by Major Accounts, Schedule D-I, Sheet 1 of 4 and 

Schedule D-2.1, Sheets 1 and 2. 

a. Provide supporting workpapers for the revenue and gas purchases 

adjustments on these schedules, or reference where provided if already included in the 

application or in response to other requests contained in this Order. ., 
b. Provide narrative descriptions of the workpapers provided in 

response to part (a) above. 

c. Explain in detail the reasons for the proposed reductions to Service 

Revenues and Other Gas Service Revenues. 

62. Refer to Volume 2 of 10 of the Application, Tab 1, the Testimony of 

Conrad E. Gruber, specifically, the table on page 11 which denotes Western’s operating 

and maintenance cost efficiencies in comparison to industry averages. 
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a. Provide copies of the A.G. Edwards study cited and a detailed 

schedule of Western’s operating and maintenance expenses, identified by fiscal year 

(“FY”), used to determine Western’s Costs per Meter as shown in the table. 

b. Provide a detailed schedule of Western’s gas utility employees by 

job classification for the period used to determine Western’s number of employees per 

1,000 customers as shown in the table. 

c. Provide documentation used for external reporting purposes to 

substantiate the number of meters in service and thousands of customers served for the 

period represented by the table. 

63. Refer to Volume 2 of 10 of the Application, Tab 1, the Testimony of 

Conrad E. Gruber, specifically page 16, which indicates that installation of the Oracle 

system was expected to be completed by July 1999, and refers to the series of IT 

projects that are essential for Y2K readiness. 

a. Has the Oracle system been implemented and tested for Y2K 

readiness? ., 
b. Provide a description of the other projects scheduled for completion 

prior to the end of 1999 to assure Western’s customers of Y2K readiness. 

c. Identify any costs associated with Western’s Y2K readiness that 

are included in the base year or the forecasted year. 

64. Refer to Volume 2 of 10 of the Application, Tab 6, the Testimony of 

Donald P. Burman, and Volume 4 of 10, Tab 4, Filing Requirement 10(9)(m). 
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a. Explain whether FR 10(9)(m) is a complete conversion table to 

NARUC accounts as presented for operating revenue and expenses in Volume 10 of 

I O ,  FR lO(lO)(c), Schedule C-2.1 and Schedule C-2.2. 

b. Are the references in the “detail” sections of this exhibit to NARUC 

accounts the same as the accounts used to file the annual FERC Form No. 2 with the 

Commission? 

65. Refer to Volume 2 of 10 of the Application, Tab 4, the Testimony of Betty 

L. Adams. Does Western have a conversion table that converts its current chart of 

accounts for general ledger purposes to the NARUC accounts as presented for 

operating revenue and expenses in Volume 10, FR lO(lO)(c), Schedule C-2.1 and 

Schedule C-2.2? If yes, provide the conversion table. 

66. Are the NARUC account numbers referenced in Ms. Adams’ testimony at 

page 5, lines 5 through 23, the same as the account numbers used to determine the 

account balances for the annual FERC Form No. 2 filed with the Commission? If no, is 

there a conversion table that converts from NARUC accounts, to FERC accounts, to 

Western’s general ledger chart of accounts? 

Refer to Ms. Adams’ testimony. 

a. Are the operating revenue and expenses in Volume I O ,  FR 

lO(1 O)(c), Schedule C-2.1 and Schedule C-2.2 according to NARUC accounts available 

according to Western’s current general ledger chart of accounts? Resubmit these 

schedules according to the current chart of accounts. 

., 

67. 

b. Does Western have operating revenue and expenses in the 

detailed manner described above according to its current chart of accounts which 
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compare budgeted amounts to actual year-to-date totals for the FY 1998, 1997, 1996, 

1995and1994? 

c. If yes to part (a) provide the budget to actual comparison for those 

years. Provide a brief explanation for accounts with a budget to actual variance of 

5 percent or greater. 

d. Resubmit Volume 10, FR 10(10)(d), the summary of jurisdictional 

adjustments, according to Western’s general ledger chart of accounts. 

e. Resubmit Volume 9, FR 10(9)(d) for the base year and test year 

according to Western’s general ledger chart of accounts. 

f. Are the jurisdictional adjustments in Volume 10, FR 10(10)(d) and 

FR 10(9)(d) for the base year and test year by account as Western would submit to the 

Commission in a FERC Form No. 2 annual report? If not, resubmit these schedules 

according to the FERC accounts. 

g. Are the operating revenue and expenses in Volume 10, FR 

lO(lO)(c), Schedule C-2.1 and Schedule C-2.2 according to FERC Form No. 2 as filed 

annually with the Commission available? If no, resubmit these schedules according to 

the FERC accounts. 

68. Refer to Volume 2 of 10 of the Application, Tab 4, the Testimony of Betty 

L. Adams. On page 6, line 24, a table is presented to point out Western’s overall 

operating and maintenance (“0 & MI’) budgeting effectiveness for FY 1994 through 

1998. Provide the source documents from which this table was created, with amounts 

detailed according to Western’s general ledger chart of accounts. 

(1. 
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69. On page 8, line 22 of Ms. Adams’ testimony there is a discussion of the 

increase in the forecasted test period labor costs that is attributed to “the planned filling 

of a number of vacant employee positions and ... a four percent wage increase.” 

a. Provide the number of vacant employee positions, by job 

classification, that Western intends to fill. 

b. Provide the actual employee positions, by job classification, and 

provide the actual period used to determine the number of vacant positions necessary. 

c. Does Western have both union and non-union employees? If there 

are union employees, provide the job classifications and a copy of the union contract. 

d. Provide a schedule showing the derivation of the proposed 

4 percent wage increase along with an explanation of how wage increases are 

determined for management, union and non-union employees. 

e. Provide a list of the planned positions being filled that were 

previously held by contractors, by job classification, and break down the list further by 

identifying contractors performing construction activities, not operational duties. ., 
f. Identify how many years the contractors have performed 

construction activities and whether these activities are now being considered in the 

planned construction budget. 

g. If the planned positions are replacing contractors that have been 

performing construction services, and construction services with contractors are 

included in the planned construction budget, provide a detailed description of the 

expected benefits from the addition of the planned operating and maintenance 

employees that Western’s customers will receive that they have not been receiving. 



70. Resubmit Volume 9, FR 10(9)(h)9 for the years 2000 through 2003 with 

employees separated by job classifications. Also, provide a comparison of budgeted to 

actual number of employees for FY 1994 through 1998. Provide references in each of 

these schedules to the employee numbers by Western’s chart of account number, 

NARUC account, and FERC account. Explain any increases or decreases of 5 percent 

or more in employee numbers from year to year. 

71. On page 9, lines 10 through 17 of Ms. Adams’ testimony is a discussion of 

the increase in the forecasted test period communications expense that is attributed to 

increased use of mobile data terminals (“MDTs”) and higher cellular usage. Provide a 

schedule showing the cost amounts, MDT units acquired and plant accounts charged 

since the project inception, showing the years in which the investments in MDTs were 

made. 

a. Does Western have contracts for communications expenses, such 

as long distance and cellular usage? 

b. If yes, provide the old and new contracts and an explanation of why 

the usage was deemed to increase in the forecasted period considering any contractual 

changes or changes in services used. 

., 

c. Give a quantified determination of how this increase was estimated 

and whether the costs are under contract or not. 

72. Refer to Ms. Adams’ testimony. Provide an explanation, complete with a 

quantified determination, of how the increase in uncollectible write-offs was calculated 

for the forecasted test period. 
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a. Provide the accounts receivable aging schedules for the last two 

fiscal years. 

b. Explain why under-budgeted write-offs for the six-month period in 

FY 1999 provided sufficient reason to adjust the forecasted period. 

c. Provide an accounts receivable aging schedule for the last month 

of actual results in the test period. 

d. Provide an account analysis of Western’s reserve for uncollectibles 

comparing the actual charge-offs with the year to date provision for uncollectibles 

(expense) for the six-month period of actual results in the FY 1999 that comprises part 

of the base year. If different, schedule Western’s monthly provision for uncollectibles 

(expense) in comparison to the year-to-date (‘‘YTD’I) budget. 

e. Provide a comparison of the YTD budget to actual provision for 

uncollectibles (expense) for the last two fiscal years. 

f. Provide a comparison of the reserve for uncollectibles to accounts 

receivable for FY 1997, FY 1998 and the end of the six-month actual period included in 

the base year. 

.. 

73. In Volume 10 of 10 of the Application, Schedule D2.2, Sheet 2 of 2, “ADJ 

7” includes the “transfer of Human Resources expenses from Shared Services of 

$67,700.” 

a. Provide a list of the job(s) transferred, an explanation of the 

previous job(s) function with Shared Services, and an explanation of the job(s) function 

with Western. 
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b. Did similar job reclassifications occur with Western’s gas 

distribution affiliates? If yes, give an explanation of the reasoning. If no, why not? 

74. In Volume 10 of 10 of the Application, Schedule D2.3, Sheet 1 of 1 I “ADJ 

2” is described as an adjustment to “reflect the amortization of the PSC Assessment for 

1997 paid in 1999.” Provide a detailed explanation and calculations to support the 

determination of this adjustment. 

75. Refer to Ms. Adams’ testimony at page 10, line 6, where adjustments to 

Western’s FY 1999 budget decreasing 0 & M expenses and increasing Shared 

Services expenses are discussed in regard to the utilization of the new “Customer 

Support Center in Amarillo, Texas.” Provide quantified schedules, referenced to 

Western’s chart of accounts, with explanations of the cost shifts discussed, i.e., 

decreased number of employees by job classification to Western, new charges by 

Shared Services. 

76. Refer to Ms. Adams’ testimony at page I O ,  line 17, where adjustments to 

Western’s FY 1999 budget decreasing 0 & M expenses and increasing Shared 

Services expenses are discussed in regard to the United Cities Gas merger. Provide 

quantified schedules, referenced to Western’s chart of accounts, with explanations of 

the cost shifts discussed, i.e., decreased number of employees by job classification to 

Western, new charges by Shared Services. 

+, 

77. Refer to Ms. Adams’ testimony at page I O ,  line 22, where adjustments to 

Western’s FY 1999 budget from non-labor savings in the “proposed Gas Meter 

Performance Control Program” are referenced. Provide a detailed schedule with a 

calculation showing how these savings were determined. 
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78. Refer to Ms. Adams’ testimony at page I O ,  line 22, where adjustments to 

Western’s FY 1999 budget from transferring the rates and regulatory vice-president 

position from the Shared Services staff is mentioned. Did similar job reclassifications 

occur with Western’s gas distribution affiliates? If yes, give an explanation of the 

reasoning. If no, why not? 

79. Refer to Ms. Adams’ testimony at page 13, lines 15 through 18, where the 

adjustments to Western’s “Shared Services’’ forecasted budget includes an adjustment 

for a “decrease in the labor portion of Atmos’ administrative and general overheads, 

which is a capital expense.” 

a. Provide a description of these costs and a schedule of these costs, 

with reference to the accounts charged in the Shared Services forecasted budget. 

b. Explain how these costs represent a capital expense as Atmos 

administrative and general overhead, but upon reclassification as a Shared Service 

expense become an operating and maintenance expense subject to recovery through 

customers’ rates. 

c. Were these costs similarly reclassified for Shared Services charges 

to Western’s gas distribution affiliates? If yes, give an explanation of the reasoning. If 

no, why not? 

80. Provide the basis for the beginning of Western’s FY 1999 budgeting 

process in quantitative form, Le., prior year’s budget, prior year’s actual results, by 

Western’s current chart of accounts. 
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a. Provide a listing of the known adjustments made at the beginning of I 

Western’s budgetary process, Le., increase or decrease in employee numbers, 

reductions for expenses non-recurring in nature. 

b. Provide a listing of the known adjustments made at the major 

decision-points of Western’s budgetary process, Le. , increase or decrease in employee 

numbers, reductions for expenses non-recurring in nature, deferring or accelerating 

maintenance projects. 

81. Provide the basis for the beginning of the Western’s “Shared Services” FY 

1999 budgeting process in quantitative form, i.e., prior year’s budget, prior year’s actual 

results, prior year service adjusted by changes in affiliated charges, by Western’s 

current chart of accounts. 

a. Provide a listing of the known adjustments made at the beginning of 

Shared Services’ budgetary process, Le., increase or decrease in employee numbers, 

reductions for expenses non-recurring in nature. 

b. Provide a listing of the known adjustments made at the major 

decision-points of Shared Services’ budgetary process, i.e. , increase or decrease in 

employee numbers, reductions for expenses non-recurring in nature, deferring or 

accelerating projects. 

311 

82. Refer to Volume 2 of 10 of the Application, Tab 4, the Testimony of Betty 

M. Adams, page 3, which shows her sponsoring FR 10(10)(d) and FR lO(lO)(f) and 

Volume 10 of I O ,  Tabs 4 and 6, which include FR 1 O( 1 O)(d) and FR IO( I O)(f) .  Provide a 

schedule of the rate-making adjustments for country club dues, promotional advertising 

and sales expenses, employee party and gift expenses and pension expense in 
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reference to the “Detailed Adjustments” in Volume I O ,  FR 10(10)(d)2.1, FR 

10(10)(d)2.2, and FR 10(10)(d)2.3, as applicable. 

a. Provide the location of the above adjustments in FR 10(10)(d)l, 

with specific account number references. 

b. Provide the location of the above adjustments in FR 10(10)(d)l, 

with specific account number references to the same schedule as previously requested 

to be resubmitted in Western’s general ledger account number form. 

83. Refer to Volume 2 of 10 of the Application, Tabs 2 and 4, the testimony of 

R. Earl Fischer and Betty L. Adams. To some extent, both witnesses address the issue 

of direct billed intercompany services and allocated service costs from Atmos’s Shared 

Services Business Unit (“Shared Services”) to Western and other Atmos business units. 

Provide a detailed operating statement for Shared Services for FY 

1997, 1998, and year to date FY 1999 actual, with detailed intercompany revenue 

accounts to reflect similar services provided by Shared Services for the Atmos operating 

divisions. Specifically, reference Shared Services’ revenue accounts to Western’s 

expense accounts by current chart of accounts. Provide the FY 1999 Shared Services 

budget and provide updates of FY 1999 actual data as it becomes available. 

a. 

b. Provide contractual agreements between Western and Shared 

Services since 1997, with a schedule of expected service cost increases that are 

included in the determination of the base year or the forecasted year. Reference these 

service costs to Western’s expense accounts by current chart of accounts. 
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C. Provide Shared Services’ cost allocation manual, if available. If 

none is available, describe the cost allocation process for the portion of the cost not 

directly billed to Western and provide copies of all internal policies and procedures 

relating to the allocation of costs from Shared Services to Western. 

Done at Frankfort, Kentucky, this 16 th  day of  July,  1999. 

By the Commission 

AlTEST: 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
www.psc.state.ky.us 

Fax (502) 564-1 582 

Ronald B. Mctloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

July 15, 1999 

Mr. Jack Hughes 
124 West Todd Street 
Frankfort, Kentucky 40601 

Re: Case No. 99-070 

Dear Mr. Hughes: 

Pursuant to our telephone conversations earlier this week, the following is a list 
of the documents that Commission Staff would appreciate Western filing electronically: 

The Cost of Service Study contained in Volume 9, Tab 3, 

The Schedules contained in Volume 3, and 

The Schedules contained in Volume 10 with all supporting workpapers 
contained in Volume I O .  

~ The preferred format is Excel. If Western is unable to provide the information in 
this format, please advise. 

Should you have any questions regarding this matter, please do not hesitate to 
contact me. 

alm 
cc All Parties of Record 

Main Case File 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

July 2, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

b 

St 
Secretary of the Commission 

SB/sa 
Enclosure 



William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro. KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P.O.  Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I In the Matter of: 

THE APPLICATION OF WESTERN ) 

FOR AN ADJUSTMENT OF RATES ) 
KENTUCKY GAS COMPANY ) CASE NO. 99-070 

O R D E R  

~ 

On May 28, 1999, Western Kentucky Gas Company (“Western”) submitted an 

application to the Commission for a rate adjustment. Having noted deficiencies in the 

application, the Commission, by Order issued June 16, 1999, rejected Western’s 

application and ordered Western to refile its proposed tariff with an effective date no 

sooner than 30 days from the date of refiling. On June 23, 1999, Western filed a Motion 

for Reconsideration. It included with its motion the documents needed to cure the 

deficiencies as well as a new tariff with an effective date of July 24, 1999. Western 

requested that the notice and effective date originally proposed be reinstated, that the 

documents included with the motion be determined by the Commission to fulfill the filing 

requirements, and that it be permitted to use fiscal year data. 

The Commission finds that the documents submitted with Western’s motion for 

reconsideration satisfy the minimum filing requirements set by Commission regulation 

and cure the deficiencies noted in the Commission’s Order of June 16, 1999. An 

application is not “filed” until all filing requirements are met. Therefore, the Commission 

does not consider Western to have filed its application until June 23, 1999. 



The filing requirements for a rate adjustment for a forecasted test year are clearly 

set out in Commission Regulation 807 KAR 5:OOl. The Commission does not find 

Western’s initial failure to comply with these filing requirements sufficient grounds to 

grant Western’s request that the effective date of its rates be reinstated to the date 

originally proposed. The Commission does, however, find that the additional expense 

to republish notices justifies granting Western a waiver in regard to 807 KAR 5:001, 

Section 1 O(3) and (4); consequently, Western need not republish public notices. 

Western should file an affidavit from the publisher verifying that notice was published, 

including the dates of the publication, and attaching a copy of the published notice no 

later than 45 days from May 28, 1999, the date the incomplete application was 

submitted to the Commission. 

Western’s motion demonstrates confusion as to whether the Commission will 

accept fiscal year data rather than calendar year data. In its Order of June 16, 1999, 

the Commission found that Western had not provided adequate justification for its 

failure to comply with 807 KAR 5001, Section 10(9)(h)(4). 807 KAR 5001, Section 14, 

provides for deviations only in “special cases, for good cause shown:” The Commission 

finds acceptable Western’s request to use fiscal year, rather than calendar year, data. 

The Commission further finds that, pursuant to KRS 278.1 90, further proceedings 

are necessary in order to determine the reasonableness of the proposed rates and that 

such proceedings cannot be completed prior to the proposed effective date of July 24, 

1999. Therefore, Western’s proposed rates should be suspended for a period of six 

months. 



Additionally, the Commission finds that- a procedural schedule should be 

established for this case to the extent it is possible to do so at this time. 

The Commission, having been sufficiently advised, HEREBY ORDERS that: 

I. Western's application is filed as of June 23, 1999, the date all filing 

deficiencies were cured. 

2. Western's request that the effective date originally proposed be reinstated 

is denied, and the newly filed proposed tariff with the effective date of July 24, 1999 is 

incorporated into Western's application as required by 807 KAR 3001 , Section 

10(l)(b)(7). 

3. The proposed rates are suspended for six months from July 24, 1999 up 

to and including January 23, 2000. 

4. Nothing contained herein shall prevent the Commission from entering a 

final decision in this case prior to the termination of the suspension period. 

5. Western is granted a waiver from the public notice requirements of 807 

KAR 5:001, Section lO(3) and (4), to the extent it met these requirements when it 

originally submitted its application on May 28, 1999. 

6. Western shall file an affidavit of publication from the publisher verifying the 

notice was published, including the dates of the publication, and attaching a copy of the 

published notice no later than 45 days from May 28, 1999. 

7. 

8. 

Western shall be permitted to use fiscal year data. 

The procedural schedule set forth in Appendix A, attached hereto and 

incorporated herein, shall be followed in this case. 
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Done at Frankfort, Kentucky, this 2nd day o f  July, 1999. 

By the Commission 

ATTEST: 



APPENDIX A 

APPENDIX TO THE ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-070 DATED JULY 2 ,  1999 

Staffs initial request for information to Western shall be 
filed no later than .................................................................. 0711 6/99 

Western shall file with the Commission its responses to the initial 
requests for information no later than ........................................ 07/30/99 

Additional requests for information to Western shall be 
filed no later than .................................................................. 

Western shall file its responses to the additional requests for 
information no later than ........................................................ 

All supplemental requests for information to Western shall be 
filed no later than .................................................................. 

Western shall file with the Commission its responses to the 
requests for information no later than ......................................... 

Intervenor testimony, if any, shall be filed with the Commission 
in verified prepared form no later than ........................................ 

All requests for information to Intervenors shall be filed no 
later than .............................................................................. 

., 
Intervenors shall file with the Commission responses to requests 
for information no later than ....................................................... 

Last day for Western to publish notice of hearing date ................... 

Public hearing is to begin at 9:00 a.m., Eastern Standard Time, in 
Hearing Room 1 of the Commission’s offices at 730 Schenkel Lane, 
Frankfort, Kentucky for the purpose of cross-examination of witnesses 
of Western, cross-examination of witnesses of intervenors, and 
the presentation of rebuttal testimony, if any .................................. 

Written briefs shall be filed with the Commission no later than ........... 

08/19/99 

09/03/9 9 

09/20/99 

10/04/99 

1011 8/99 

11/01/99 

1 1 / I  5/99 

* 

* 

* 

* These dates will be established at a later date. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

June 16, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



dijilliam J. s+);ter 
V.P. Rate p Regulatory Affairs 
Western R’ntucky l Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hytchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATIONOF WESTERN ) 
KENTUCKY GAS COMPANY 1 
FOR AN ADJUSTMENT OF RATES ) 

CASE NO. 99-070 

O R D E R  

On May 28, 1999, Western Kentucky Gas Company (“Western”) filed an 

application with the Commission for a rate adjustment. In its filing, Western requested, 

pursuant to 807 KAR 5:001, Section 10(ll)(a-c)l a waiver from the requirements of 

807 KAR 5:OOl , Section 10(9)(b), Section 10(9)(f), Section 10(9)(g), Section 10(9)(h), 

Section 10(10)(k) and Section 10(1O)(i) and a blanket deviation from any rule, regulation 

or other requirement that might otherwise delay or impede the review and approval of its 

application pursuant to 807 KAR 5006, Section 27. 

Having reviewed the filing and being otherwise sufficiently advised, the 

Commission finds that: 

1. For good cause shown by a utility, the Commission has the authority to 

grant the deviations requested. 

2. Western’s request for waiver of the filing requirements of 807 KAR 5:001, 

Section 10(9)(b), Section 10(9)(f), Section 10(9)(g), Section 10(9)(h), Section lO(1 O)(k) 

and (lO)(lO)(i), states that it would be more efficient for Western to provide fiscal year 

data iersus calendar year data where calendar year data is requested. The 

Commission finds that the information filed by Western is sufficient to enable the 



Commission to review adequately Western’s application with the exception of the 

information required under Section 10(9)(h)(4). Therefore, Western’s request for waiver 

of the filing requirements of 807 KAR 5001 I Section 10(9)(b), Section 10(9)(f), Section 

10(9)(g), Section 10(9)(h) with the exception of subsection (4)’ Section 10(10)(k) and 

Section 1 O( 1 O)(i), should be granted. 

3. 807 KAR 5:001, Section 10(9), requires any utility requesting a general 

adjustment in rates supported by a fully forecasted test period to provide certain 

information to the Commission or a statement explaining why the information does not 

exist and is not applicable to the utility’s application. Section 10(9)(h)(4) requires the 

financial forecast corresponding to each of the 3 forecasted years included in the capital 

construction budget to include the revenue requirements necessary to support the 

forecasted rate of return. 

4. The information required by 807 KAR 5:001, Section 10(9)(h)(4), is critical 

to the Commission’s effective review of Western’s filing, and the operating income 

statement cited in the application as satisfying this requirement does not present the 

revenue requirements necessary to support the forecasted rate of return over the 3 

forecasted years. 

5. The request by Western to use a fiscal year rather than calendar year 

does not provide sufficient grounds to grant a waiver of the filing requirements of 

807 KAR 5:001, Section 10(9)(h)(4). 

6. Western’s request for a waiver of the requirements of 807 KAR 5:001, 

Sect& 10(9)(h)(4), should be denied. 
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7. 807 KAR 5:001, Section 10(9)(i), requires the utility requesting a general 

adjustment in rates supported by a fully forecasted test period to file the most recent 

Federal Energy Regulatory Commission audit report or a statement explaining why the 

required information does not exist or is not applicable to the utility’s application. 

Western’s application states at page 9 that 807 KAR 5:001, Section 10(9)(i), is “N/A,” 

but fails to provide an explanation of why it is inapplicable. 

8. Western did not request a deviation from 807 KAR 5001 Section 10(9)(i). 

9. Western should be required to file the information required by 

807 KAR 5:001, Section 10(9)(i), or provide an explanation why the information is 

inapplicable to Western. 

I O .  The deviation provision of Commission Regulation 807 KAR 5006, 

Section 27, applies only to the rules and requirements of 807 KAR 5006 and cannot be 

used for a deviation from the filing requirements of 807 KAR 5001 and used as such 

should be denied. 

11. Since the information required by 807 KAR 5:001, Section 10(9)(h)(4) and 

Section 10(9)(i), is not included in Western’s application filed May 28, 1999, the 

application should be rejected and the statutory time period in which the Commission 

must rule on this matter should not commence until the required information is filed with 

the Commission. 

12. The proposed tariff with the effective date of July 1, 1999 should be 

considered void and Western should be required to refile a proposed tariff providing an 

effectiie date no sooner than 30 days from the date it is refiled. 



e 0 

IT IS THEREFORE ORDERED .that: 

1. 

0 

The application filed by Western on May 28, 1999 is rejected and the 

statutory time period in which the Commission is required to rule shall not commence 

until the required information is filed with the Commission. 

2. Western’s request for a waiver of the filing requirements of 

807 KAR 5:OOl  , Section 10(9)(b), Section 10(9)(f), Section 10(9)(g), Section 10(9)(h) 

with the exception of subsection (4), Section 10(10)(k) and Section IO(lO)(i), is 

granted . 

3. Western’s request for a waiver of the filing requirements of 

807 KAR 5:OOl I Section 10 (9)(h)(4), is denied. 

4. Western’s request for deviation from any rule, regulation or requirement 

under 807 KAR 5:006, Section 27, is not applicable to the deficiencies cited under 

807 KAR 5:OOl  and is therefore denied. 

5. The proposed tariff filed with Western’s application on May 28, 1999 with 

the effective date of July 1 , 1999 is void and Western shall refile its proposed tariff with 

the Commission with an effective date no sooner than 30 days from the date the 

proposed tariff is refiled. 
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I '  
Done at Frankfort, Kentucky, this 16th day of June, 1999. 

By the Commission 

ATTEST: - 



Telephone: 
(502) 227-7270 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

JOHN N. HUGHES 
Attorney at Law 

Professional Service Corporation 
124 WEST TODD STREET 

FRANKFORT, KENTUCKY 4060 1 
Telecopier : 

(502) 875-7059 
June 16, 1999 

Re: Case No. 99-070 

Dear Ms. Helton: 

It appears that some copies of the application filed by Western Kentucky Gas Company 
on May 28, 1999, may be missing three pages in volume 1, tab 6. To assure that all copies are 
complete, eleven copies of sheets 50, 66 and 67 are attached. 

Thank you for your assistance and if there are any questions about this, please contact me. 

Gas Company 

cc: Attorney General 



R ENTIRE SERVICE AREA 
P.S.C. NO. 20 

First Revised Sheet No. 50 
Cancelling 

Original Sheet No. 50 

WESTERN KENTUCKY GAS COMPANY 

Alternate Receipt Point Service 
Rate T-5 

1. Imbalances 

a) Volumes delivered by the Company under the Alternate 
subjected to imbalance restrictions additional to those specified in the transportatibn 
(Rate T-2) or carriage (Rate T-3 or Rate T-4) tariffs. 

b) Banking or Parking allowances for volumes delivered under the Alternate Receipt 
Point service may be limited or restricted altogether, at the Company’s sole judgment. 

2. Terms and Conditions 

a) Volumes under the Alternate Receipt Point service are received for redelivery by the 
Company on a strictly interruptible basis. 

b) The Company is not responsible for any costs incurred by the customer in its 
arrangement for gas supply or capacity to the Alternate Receipt Point. 

c) Specific details relating to volume, receipt point(s) and similar matters shall be covered 
by a separate written contract or amendment with the customer. 

d) Other than provisions referenced herein, or as more specifically set forth in the contract 
or amendment with the customer, all provisions of the customer’s transportation (Rate 
T-2) or caniage (Rate T-3 or Rate T-4) tariffs shall apply. 

ISSUED: May 28,1999 

ISSUED BY: William J. Senter 

EFFECTIVE: July 1,1999 

Vice President - Rates & Regulatory Affairs 



R ENTIRE SERVICE AREA 
P.S.C. NO. 20 

First Revised SHEET No. 66 
Cancelling 9 

Original SHEET NO. 

WESTERN KENTUCKY GAS COMPANY 4 & $a . -  ,\ 

Rules and Regulations %$q - 
w ’ cy _.  . 

Read. A read charge may be assessed for the establishment of new serviEeCwhere only 
meter read is required. 

Reconnect Delinquent Service. A reconnect service charge may be assessed to reconnect i 

service which has been terminated for nonpayment of bills or violation of the Company o 
Commission regulations. Customers qualifying for service reconnection under Section 1 : 
of these Rules and Regulations shall be exempt from reconnect charges. 

Seasonal Charge. A seasonal charge may be assessed when the customer’s service ha  
been disconnected at his request and at any time subsequently within (12) months i: 
reconnected at the same or any other premises. 

After Hours Charge. An additional charge shall be applied to any special service activity, 
including reconnects for delinquent service, indicated at the customer’s request outside 
normal business hours such as at night, on weekends or holidays. The Company shall 
advise the customer of the applicable after hours charge upon initiation of the service 
request and offer the customer the alternative to perform the requested activity during 
normal business hours, including reconnects for delinquent service, as a means to avoid the 
after hours charge. 

Special Meter Reading Charge. This charge may be assessed when a customer requests 
that a meter be reread and the second reading shows that the original reading was correct. 
No charge shall be assessed if the original reading was incorrect. This charge may also be 
assessed when a customer who reads his own meter fails to read the meter for three (3) 
consecutive months, and it is necessary for a Company representative to make a trip to read 
the meter. 

(No such charge may be assessed until the amount of the charge is approved or otherwise 
accepted by the Commission). 

Meter Resetting Charge. A charge may be assessed for resetting a meter if the meter has 
been removed at the customer’s request. 

Meter Test Charge. This charge may be assessed if a customer requests the meter be tested 
pursuant to Section 13 and 807 KAR 5:006, section 18, and the tests show the meter is not 
more than two (2) percent fast. No charge shall be made if the test shows the meter is more 
than two (2) percent fast. 

ISSUED: May 28,1999 

ISSUED BY: William J. Senter 

EFFECTIVE: July 1,1999 

Vice President - Rates & Regulatory Affairs 



R ENTIRE SERVICE AREA 
P.S.C. NO. 20 

First Revised SHEET No. 67 
Cancelling 

WESTERN KENTUCKY GAS COMPANY 
.e. 

Rules and Regulations %-k &? 
u- 

4 
"@+ YJ3 32 

j) Returned Check Charge. A returned check charge may be assessed ifi&eck acceDted fc - 
payment of a Company bill is not honored by the customer's financial institution. 

k) Late Payment Penalty. A late payment charge may be assessed if a customer fails to pay 
bill for services by the due date shown on the customer's bill. The penalty may be assesse 
only once on any bill for rendered services. Any payment received will first be applied t 
the bill for services rendered. Additional penalty charges will not be assessed on unpail 
penalty charges. 

1) Premise Charge. A charge to recover Excess Investment associated with new residentia 
service connections, along with canying costs and related taxes. The following terms anc 
conditions are applicable to the charge: 

Separate charges shall be computed and applied for those service connection! 
requiring main extension and for those connections not requiring main extension. 

The charges are applicable to all new residential service connections, commencini 
with connections made on and after January 1,200 1. 

The charge shall be payable for 180 months and is applicable to the service address 
regardless of changes in ownership, commencing with the first occupant of the 
address following service connection. 

Premise Charges shall not be applicable to HUD-certified low-income new housing 
or to LIHEAP-qualified customers at any service address. 

The Company shall update the amounts of the charges annually and, upon 
Commission approval, apply such new charges prospectively for new residential 
service connections in the ensuing year. If the amount of increase or decrease to the 
Premises Charge is less than lo%, the Company may waive implementation of such 
increase or decrease and charge the existing Premises Charge for new connections in 
the ensuing year. 

The Company shall file a report with the Commission annually, not later than 120 
days after the close of the Company's fiscal year, listing the number and type of 
Premise Charges levied during the fiscal year and the fmancial accounting entries for 
the disposition of revenues, cost recovery. and taxes. 

WED: May28, 1999 EFFECTIVE: July 1,1999 

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs 
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Paul E. Patton 
Governor 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

Ronald E. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

June 15, 1999 

Mr. Edward Thomason 
208 East Keican 
P.O. Box 305 
Dawson Springs, KY 42408 

RE: Case No. 99-070 
Western Kentucky Gas 

Dear Mr. Thomason: 

The Commission has received your letter dated June 4 concerning the above 
case. Your letter is being treated as an official protest and will be placed in the case 
file. The Commission will carefully analyze this case before rendering its decision. Be 
advised that the effect of the rate increase cannot yet be determined as the increase 
originally proposed by Western Kentucky Gas is not necessarily what may be ordered in 
the Commission's final decision. 

If you wish to participate in the proceeding, including any hearing that may be 
held, you must file a motion to intervene with the Commission. Attached is a copy of 
Commission regulations concerning intervention. If you request limited intervention and 
your request is granted, you will receive copies of all Commission Orders entered in this 
case. You will not, however, be served with filed testimony,. exhibits, pleadings, 
correspondence or other documents submitted by the parties. If you wish such 
information, you must request and be granted full intervention. If you are granted 
intervention and wish to request a hearing, you should file such a request with Helen C. 
Helton, the Commission's Executive Director. 

The Attorney General's Office for Rate Intervention, which represents 
consumers' interests, may be able to assist you further. You may contact them at (502) 
695-5453 to inquire whether there will be a representative from that office participating 
in this case. 

EDUCATlON 
P A y s  

AN EQUAL OPPORTUNITY EMPLOYER WID 



Mr. Edward Thomason 
June 15,1999 
Page 2 

J 

Thank you for your interest and concern in that matter. 

rlm 
Enclosure 

Stephanie Bell 
Secretary of the Commission 

AN EQUAL OPPORTUNITY EMPLOYER m m  



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

June 10, 1999 

To: All parties of record 

RE: Case No. 99-070 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



. 
william J." Senter 
V . P .  Rates & Regulatory Affairs 
Westqrn Kentucky Gas Company 
2401bew Hartford Road 
Owensboro. KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P . O .  Box 650205 
Dallas, TX 75265 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR AN ) CASE NO. 99-070 
ADJUSTMENT OF RATES 1 

O R D E R  

This matter arising upon the motion of the Attorney General of the Commonwealth 

of Kentucky, by and through his Ofice of Rate Intervention ("Attorney General"), filed June 

4, 1999, pursuant to KRS 367.150(8), for full intervention, such intervention being 

authorized by statute, and this Commission being otherwise sufficiently advised, 

IT IS HEREBY ORDERED that the motion is granted and the Attorney General is 

hereby made a party to these proceedings. 

Done at Frankfort, Kentucky, this 10th day of June, 1999. 

By the Commission 

ATTEST: 



b '  .-- 
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Telephone: 
(502) 227-7270 

JoH". HUGHES 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Cornmission 
730 Schenkel Lane 
Frankfort, KY 40602 

Attorney at Law 

124 WEST TODD STREET 
Professional Service Corporation 

FRANKFORT, KENTUCKY 4060 1 

June 8, 1999 

e 

Telecopier: 
(502) 875-7059 

Re: Case No. 99-070 

Dear Ms. Helton: 

In reviewing the application filed by Western Kentucky Gas Company on May 28, 1999, 
two items were determined to need revision. Pages 21-23 of Don Murry's testimony was not 
included in the filing. Attached as item 1 are those pages, which should be inserted into volume 
1, tab 8. 

The second item involves the Premises Charge. The application lists that charge as 
$13.09 for a main extension and $1 1.28 for a non-main extension. The correct charge is $13.05 
and $1 1.25, respectively. Corrected tariff pages are attached as item 2: PSC 20, Sheet 5 1 should 
be inserted into volume 1, tab 6; the "Notice of Proposed Changes in Gas Tariffs Which Will 
Result in Increased Charges" should be inserted into volume 1 , tabs 9, 11 , 12, and 14. This is 
attached as item 3. Finally, PSC 20, sheet 51 of volume 1, tab 8 should be replaced with the 
corrected sheet attached as item 4. This error for the Premises Charge was found and corrected 
prior to the publication of the notice to the public. Therefore, only the exhibits in the application 
need to be replaced to reflect the correct rate proposed. 

Thank you for your assistance, and if there are any questions about this matter or if 
additional information is needed, please contact me. 

(/Attorney for Wddern Kentucky 
Gas Company 

cc: Attorney General 



..... .. . ..-.._.-..-... . 

. .  

ITEM I 
. .  



. h  

1 A. 

2 

3 

4 Q. 
5 

6 A. 

7 

8 .  

9 

10 

11 

12 

13 

14 Q. 

15 A. 

16 

’ 17 

18 Q. 

19 A. 

20 

21 Q. 

I believe that the markets are recognizing the general movement to deregulation in the natural 

gas industry. In fact, the market information indicates that investors are aware of at least 

some of the risks that the gas distributors face. 

How do you know that the investors have been able to distinguish between the risks and 

returns of the gas distribution companies and the transmission companies? 

I compared the market performance of the Moody’s gas distribution companies and the gas 

transmission companies over the past year. Schedule DAM-18 illustrates how the Zapital 

structure of transmission companies have enjoyed the same relative appreciation .as the 

capital structure of industrials during this period. Note the similarity between the 

performance of the industrial index and the transmission company index in that schedule. , 

Generally, the price appreciation of the Moody’s transmission companies and the Dow Jones 

Industrials have tracked very closely. However, this graph also shows that the prices for the 

Moody’s gas distribution stocks as a group have been flat or negative over the same period. 

How has Atmos’ common stock fared during this period? 

Schedule DAM-19 shows that Atmos’ common stock has performed slightly better than the 

flat trend of the stock of Moody’s distribution companies as a group; however it has failed 

to keep up with the Dow Jones Utilities Index. 

Did you evaluate any additional risk factors of the Atmos capital structure? 

Yes, I did. I compared the Value Line “Safety Risk” and “Timeliness” rank of Atmos to the 

“Safety Risk” and “Timeliness” ranks of the Moody’s companies. 

What did these comparisons show? 

\ 

Western Kentucky/Direct/l999 
21 



.. ._ .. . . .. . . . . . . . . .  

. 
, 

1 A. 

2 

3 

4 

5 Q. 

6 

7 A. 

a 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 Q. 

Atmos is rated at a safety and timeliness measure that is lower than those of every one of the 

Moody’s companies. In other words, Value Line finds the risks of Atmos, as measured by 

these statistics, as higher than each of the Moody’s companies. These comparisons are shown 

in Schedules DAM-20 and DAM-2 1. 

Can you summarize the results of your estimates of the cost of common equity for Western 

Kentucky and your recommendation in this proceeding? 

Using comparative costs, I developed a DCF calculation and CAPM analysis of the cost of 

common equity for Atmos and the comparable gas distribution companies and evaluated the 

current market circumstances as risks of Western Kentucky. Taking into account these 

various measures and the current market conditions, Ibelieve that Western Kentucky’s return 

in this proceeding should be in the range of 12.0 to 12.5 percent. My recommended return 

on total capital, in the range from 9.86 percent to 10.1 1 percent is demonstrated in Schedule 

DAM-22. 

You stated that you evaluated the adequacy of your return recommendation. How did you do 

that? 

I calculated Atmos’ interest coverage ratio using the low end of my recommended coverage 

range and the return for the Moody’s companies. (These coverage ratios are shown in 

Schedule DAM-23). This measures the adequacy of the return in meeting the obligations to 

the holders of Atmos’ debt. The after-tax coverage of Atmos at the low end of my 

recommended return level is 2.86 times, which is an acceptable coverage. Note the average 

coverage of the Moody’s companies is 3.0 1. 

What after-tax interest coverage do you consider adequate? 

Western KentuckyDirectll999 
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1 A. 

2 regulated utility. 

3 Q. Does this conclude your testimony? 

4 A. Yes, it does. 

In most cases, I consider an after-tax coverage of 2.5 times minimally acceptable for a 

Western Kentucky/Direct/l999 
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CORRECTED 

Uolume 1, tab 6 

WESTERN KENTUCKY GAS COMPANY 

Second Revised SHEET No. 51 

First Revised SHEET No. 51 
cancelling 

Special Charges 

Service After Hours Regular 

Meter Set* $35.00 $28.00 

Tm-on* 25.00 20.00 

Read 14.00 12.00 

Reconnect Delinquent Service 40.00 ’1 34.00 

Seasonal Charge 73.00 . 65.00 

Special Meter Reading Charge NIA , No Charge 

Meter Test Charge NIA 20.00 

Returned Check Charge NIA 23.00 

5% Late Payment Charge (Rate G-1 only) 

Premises Charge for new residential service connections** 
- Requiring main extension 
- Not requiring main extension 

13.05 per mo. 
1 1.25 per mo. 

Optional Facilities Charge for Electronic Flow Measurement (“EFM”) equipment 
- Class 1 EFM equipment (less than $7,500, including installation costs) 105.00 per mo. 
- Class 2 EFM equipment (more than $7,500, including installation costs) 245.00 per mo. 

* Waived for qualified low income applicants (“LIHEAP participants”) 
** Waived for qualified low income applicants (“LIHEAP participants”) and HUD-certified 

low income new housing 

ISSUED: May 28,1999 

ISSUED BY: William J. Senter 

’ EFFECTIVE: July 1, 1999 

Vice President - Rates & Regulatory Affairs 

N 
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0 eCORRECTEO 

Uolume 1. tabs 9, 11. 12, 14 
NOTICE 

OF PROPOSED CHANGES IN GAS TARIFFS 
WHICH WILL RESULT IN INCREASED CHARGES 

Notice is hereby given that Westem Kentucky Gas Company ("Western"), a public utility furnishing natural 
gas service within the Commonwealth of Kentucky, odor about the 28* day of May 1999, pursuant to 
Kentucky Revised Statute 278.180 and the Rules of the Public Service Commission of Kentucky, 
respecting tariffs, filed its notice to the Kentucky Public Service Commission ("KPSC"), proposing to 
change its gas rates effective July 1,1999. 

The present rates charged in all territory served by Western are as follows: 

Present Rates 
(Effective April 1,1999) 

Rate G - 1, General Sales Service 
Monthly Base Charge: 

Commodity Charge 

$5.1 0 per meter for residential service 
$1 3.60 per meter for non-residential 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Md per month' ' 

Minimum Charge: The Base Charge 

$3.5660 per 1,000 cubic feet 
$3.0630 per 1,000 cubic feet 
$2.9130 per 1,000 cubic feet 

Rate G - 1, High Load Factor Firm Sales Service 
Monthly Base Charge: 

$1 3.60 per meter for non-residential 
Demand Charge 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month' 

Minimum Charge: The Base Charge 

$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

$3.01 1 1 per 1,000 cubic feet 
$2.5081 per 1,000 cubic feet 
$2.3581 per 1,000 cubic feet 

Commodity Charge 

Rate G-2, Interruptible Sales Service 
Monthly Base Charge: 

$1 50.00 per meter 
Commodity Charge 

First 15,000 Mcf or less per month 
Over 15,000 Mcf per month' 

Minimum Charge: The Base Charge 

$2.4756 per 1,000 cubic feet 
$2.3256 per 1,000 cubic feet 

Rate LVS-1, Firm Sales Service 
Monthly Base Charge: 

$1 3.60 per meter 
Commodity Charge 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month' 

Minimum Charge: The Base Charge 

$3.591 6 per 1,000 cubic feet 
$3.0886 per 1,000 cubic feet 
$2.9386 per 1,000 cubic feet 

1 
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Rate LVS-1, High Load Factor Firm Sales Service 
Monthly Base Charge: 

Demand Charge 
$1 3.60 per meter for non-residential 

$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

Commodity Charge 
First 300 Md or less per month $3.0367 per 1,000 cubic feet 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month* 

Minimum Charge: The Base Charge 

$2.5337 per 1,000 cubic feet 
$2.3837 per 1,000 cubic feet 

Rate LVS-2, Interruptible Sales Service 
Monthly Base Charge: 

$1 50.00 per meter 
Commodity Charge 

First 15,000 M d  or less per month 
Over 15,000 Mcf per month* 

Minimum Charge: The Base Charge 

$2.47 
$2.32 

0 per 1,000 cubic feet 
0 per 1,000 cubic feet 

Rate T - 2 General Transportation Service 
(Includes standby sales service under corresponding Sales rates) I. 

- .  

Rate T- 2/G - 1, Firm Transportation with Firm Standby Sales Service 
Monthly Base Charge: 

$1 3.60 per meter 
$45.00 Administration Charge 

Commodity Charge 
First 300 M d  or less per month 
Next 14,700 M d  per month 
Over 15,000 M d  per month' 

Minimum Charge: The Base Charge 

$1.7902 per 1,000 cubic feet 
$1.2872 per 1,000 cubic feet 
$1.1 372 per 1,000 cubic feet 

Rate T- 2/G - 1, High Load Factor Firm Service 
Monthly Base Charge: 

Demand Charge 

Commodity Charge 

$1 3.60 per meter for non-residential 
$45.00 Administration Charge 

$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

$1.2353 per 1,000 cubic feet 
$0.7323 per 1,000 cubic feet 
$0.5823 per 1,000 cubic feet 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month" 

Minimum Charge: The Base Charge 

Rate T-2/G-2, Interruptible Transportation with Interruptible Standby Sales Service 
Monthly Base Charge: 

$1 50.00 per meter 
$45.00 Administration Charge 

Commodity Charge 
First 15,000 M d  or less per month 
Over 15,000 M d  per month' 

$0.6998 per 1,000 cubic feet 
$0.5498 per 1,000 cubic feet 

2 



Rate T-3, Interruptible Carriage Service 
Transportation only service 

Monthly Base Charge: 
$1 50.00 per meter 
$45.00 Administration Charge 

First 15,000 M d  or less per month 
Over 15,000 Mcf per month* 

Commodity Charge 
$0.4936 per 1,000 cubic feet 
$0.3436 per 1,000 cubic feet 

Rate T-4, Firm Carriage Service 
Transportation only service 

Monthly Base Charge: 
$1 50.00 per meter 
$45.00 Administration Charge 

First 300 M d  or less per month 
Next 14,700 M d  per month 
Over 15,000 M d  per month' 

Commodity Charge 
$1.061 5 per 1,000 cubic feet 
$0.5585 per 1,000 cubic feet 
$0.4085 per 1,000 cubic feet 

Special Charges 
Tum on new service with meter set 
Turn on service, shut in test required 
Turn on sewice, meter read only required 
Reconnect delinquent service 
Reconnect service off temporarily at customer request 
Termination or field collection charge 
Meter test charge 
Returned check charge 
Optional facilities charge for Electronic Flow Measurement 

Class 1 E FM 
Class 2 E FM 

I 

Proposed Rates 

$28.00 
$1 8.00 
$1 0.00 
No Charge 
$25.00 
$ 5.00 
$20.00 
$1 5.00 

$1 05 per month 
$21 0 per month 

Rate G-I, General Sales Service 
Monthly Base Charge: 

Distribution Charge 

$9.00 per meter for residential service 
$24.00 per meter for non-residential 

First 300 M d  or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month* 

Gas Charge, all M d  
Minimum Charge: The Base Charge 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$2.5045 per 1,000 cubic feet 

Rate G - 1, High Load Factor Firm Sales Service 
Monthly Base Charge: 

$24.00 per meter for non-residential 
Demand Charge 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month* 

Gas Charge, all Mcf 
Minimum Charge: The Base Charge 

$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

$1.2000 per 1,000 cubic feet 
$0.6946,per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$1.9496 per 1,000 cubic feet 

Distribution Charge 

3 



Rate G-2, Interruptible Sales Service 
Monthly Base Charge: 

$250.00 per meter 
Distribution Charge 

First 15,000 Mcf or less per month $0.5300 per 1,000 cubic feet 
Over 15,000 Md  per month* 

Gas Charge, all Mcf 
Minimum Charge: The Base Charge 

$0.3301 per 1,000 cubic feet 
$1.9820 per 1,000 cubic feet 

Rate LVS-1 , Firm Sales Service 
Monthly Base Charge: 

$24.00 per meter 
Distribution Charge 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month' 

Gas charge, all Mcf 
Minimum Charge: The Base Charge 

Monthly Base Charge: 

Demand Charge 

Distribution Charge 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$2.5301 per 1,000 cubic feet 

f. 
Rate LVS-1, High Load Factor Firm Sales Service "3 

$24.00 per meter for non-residential 
$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$1.9752 per 1,000 cubic feet 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month* 

Gas Charge, all Mcf 
Minimum Charge: The Base Charge 

Rate LVS - 2, Interruptible Sales Service 
Monthly Base Charge: 

$250.00 per meter 
Distribution Charge 

First 15,000 Mcf or less per month 
Over 15,000 Mcf per month' 

Gas Charge, all Mcf 
Minimum Charge: The Base Charge 

' $0.5300 per 1,000 cubic feet 
$0.3301 per 1,000 cubic feet 
$1.9774 per 1,000 cubic feet 

Rate T - 2, General Transportation Service 
(Includes standby sales service under corresponding Sales rates) 

Rate T- 2/G-1 , Firm Transportation with Firm Standby Sales Service 
Monthly Base Charge: 

$24.00 per meter 
$50.00 Administration Charge 

Distribution Charge 
First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 Mcf per month* 

Gas Charge, all Mcf 
Minimum Charge: The Base Charge 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$0.7287 per 1,000 cubic feet 
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Rate 1-21G-1, High Load Factor Firm Service 
Monthly Base Charge: 

$24.00 per meter for non-residential 
$50.00 Administration Charge 
Demand Charge 

First 300 Mcf or less per month 
Next 14,700 Mcf per month 
Over 15,000 M d  per month' 

Gas Charge, all M d  
Minimum Charge: The Base Charge 

$4.2809 per 1,000 cubic feet of 
Daily Contracted Demand 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 
$0.1738 per 1,000 cubic feet 

Distribution Charge 

Rate T-21G-2, Interruptible Transportation with Interruptible Standby Sales Service 
Monthly Base Charge: 
. $250.00 per meter 

$50.00 Administration Charge 
Distribution Charge 

First 15,000 Mcf or less per month 
Over 15,000 M d  per month* 

Gas Charge, all Mcf . 
Minimum Charge: The Base Charge 

Rate T-3 lnternrptible Carriage Service 
Transportation only service 

Monthly Base Charge: 
$250.00 per meter 
$50.00 Administration Charge 

Distribution Charge 
First 15,000 Mcf or less per month 
Over 15,000 M d  per month* 

Rate T-4, Firm Carriage Service 
Transportation only service 

Monthly Base Charge: 
. $250.00 per meter 

$50.00 Administration Charge 
Distribution Charge 

First 300 M d  or less per month 
Next 14,700 Mcf per month 
Over 15,000 M d  per month* 

Special Charges: 
Meter set 
Turn on service 
Read 
Reconnect delinquent service 
Seasonal charge (service off temporarily at 

Meter test charge 
Returned check charge 

customer request) 

$0.5300 per 1,000 cubic feet 
$0.3301 per 1,000 cubic feet 

: $0.2062 per 1,000 cubic feet , 

: 

$0.5300 per 1,000 cubic feet 
$0.3301 per 1,000 cubic feet 

$1.2000 per 1,000 cubic feet 
$0.6946 per 1,000 cubic feet 
$0.4299 per 1,000 cubic feet 

Reaular After Hours 
$28.00 $35.00 
$20.00 $25.00 
$1 2.00 $1 4.00 
$34.00 $40.00 
$65.00 $73.00 

$20.00 N/A 
$23.00 N/A 

Optional facilities charge for Electronic Flow Measurement 
Class 1 E FM 
Class 2 E FM 

$1 05.00 per month 
$245.00 per month 

5 



*All gas consumed by the customer (sales, transportation, firm and interruptible) will be considered for the 
purposes of determining whether the volume requirement of 15,000 Mcf has been achieved. 

Note: The above rates include the Gas Cost Adjustment in effect at April 1,1999. 

Miscellaneous Tariff Changes 

Gas Charge - Gas Cost Adjustment Clause (CGA) Changes 
Western proposes to separate its current Commodity Charge into two components - a Gas Charge and a 
Distribution Charge. The Gas Charge GCA rider will establish a "zero-based GCA by eliminating the 
base cost of gas and all non-gas costs from the calculation of the GCA. The GCA will be calculated from 
zero. 

Distribution Charge 
Western proposes to establish this volumetric charge to recover a portion of its non-gas costs, such as 
those formerly collected through the Commodity Charge. The remaining portion of non-gas costs are 
collected through the Company's other charges. 

Weather Normalization Adjustment (WNA) Rider 
Western proposes a WNA to stabilize the effects of winter weather volatility on customer bills during the 
months of November through April. The WNA will be applicable to the Distribution Charge. Bs a result of 
the WNA, customers will pay a Distribution Charge equivalent to the charge that would be applicable 

Late Payment Charge 
Western proposes to establish a late payment charge of 5% applicable to Rate G-1 Sales Service. This 
penalty will be applicable to past due billing amounts. 

. during "normal" winter weather. 

Premises Charge 
Western proposes this new charge to be applicable only to connect new residential premises where 
facilities to the premises do not presently exist. If a main extension is required to establish new service, 
the proposed charge is $13.05 per month for 15 years. If a main extension is not required to establish 
new service, the proposed charge is $1 1.25 per month for 15 years. The Premises Charge is proposed 
to become effective January 1,2001. 

Demand Side Management (DSM) Surcharge 
Western proposes to continue its weatherization of low-income residences for 3 years as conducted 
through the cooperation of community action agencies in Western's service area. Pursuant to KRS 
278.285, the DSM surcharge is proposed to be applicable to the eligible residential class of customers, 
Rate G-1 Sales Service. The initial proposed charge is $0.0380 per Mcf. 

Margin Loss Recovery Mechanism Rider 
Western proposes this rider to recover from all Sales Service customers 90% of future margin losses 
resulting from negotiated large customer contract reductions. 

Gas Research Institute Research & Development (GRI R&D) Unit Charge Rider 
Western proposes a phased-in restructuring of its collection of GRI R&D costs consistent with the 
settlement reached at the Federal Energy Regulatory Commission and as currently reflected in the tariffs 
of the interstate pipelines. The GRI RAD Unit Charge is proposed to be phased out of the GCA and into 
a component of the proposed Distribution Charge through 2004. This proposal will not result in an 
increase in charges to customers. 

Alternate Receipt Point Service 
Western proposes this new service, subject to availability, to provide additional receipt point flexibility for 
transportation customers. A $0.10 per Mcf charge for this service is proposed, in addition to all other 
charges applicable to transportation customers. 

6 



All other charges not specifically mentioned herein shall remain the same as those presently in 
effect. 

The proposed rates will result in an overall approximate increase in the amount of $14,127,650 or 
11.7% with increases of approximately $9,221,264 or 13.5% for residential consumers, and $3,427,255 or 
9.9% for commercial consumers, and approximately $1,057,992 or 6.4% for industrial consumers. 
Charges from other gas revenue will increase $421,139 or 55.8%. The average monthly bill for 
residential consumers will increase approximately $4.85 or 13.5%. The average monthly bill for 
commercial consumers will increase approximately $14.57 or 9.9%. The average monthly bill for 
industrial customers will increase approximately $209.46 or 6.4%. The impact on each customer’s 
average bill will vary according to individual consumption or transportation levels. However, this impact 
can be determined by each customer by applying the proposed rates listed above to their respective 
average consumption or transportation levels. 

The rates contained in this notice are the rates proposed by Western; however, the KPSC may order 
rates to be charged that differ from the proposed rates contained in this notice. Such action may result in 
rates for customers other than the rates included in this notice. 

Any corporation, association, or person with a substantial interest in this matter may, by written 
request to the KPSC, within .thirty (30) days after publication or mailing of this notice of thel proposed rate 
changes, reqhest to intervene; intervention may be granted beyond the thidy (30) day period for good 
cause shown. Requests to intervene should set forth the grounds for the request including the status and 
interest of the party be submitted to the KPSC at the address listed below. 

-. 

Any person who has been granted intervention by the Commission may obtain copies of the rate 
application and any other filings made by the utility by contacting: 

Western Kentucky Gas Company 
Attention: Mr. William J. Senter 
2401 New Hartford Road 
Owensboro, KY 42303 
(270) 685-8069 

Any person may examine the rate application and any related filings at the office of Western or the 
Commission, as listed below: 

Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 
(270) 685-8069 

Public Service Commission of Kentucky 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 
(502) 564-3940 

7 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of ) 

KENTUCKY GAS COMPANY ) 
FOR AN ADJUSTMENT OF RATES ) 

THE APPLICATION OF WESTERN ) Case No. 99-070 

MOTION TO INTERVENE 

Comes now the Attorney General of the Commonwealth of Kentucky, by and 

through his Office of Rate Intervention, pursuant to KRS 367.150(8), and moves to 

intervene in the above-styled proceeding. The Attorney General requests that he be 

permitted to intervene as a party to the fullest extent permitted by law in order to 

execute his statutory duties pursuant to IUS 367.150(8). 

Respectfully submitted, 

A.B. CHANDLER I11 
ATTORNEY GENERAL 

D d  LA.4-J .&Q--A 
DAVID EDWARD SPENARD 
ASSISTANT ATTORNEY GENERAL 
1024 CAPITAL CENTER DRIVE 

502.696.5457 
FRANKFORT, KENTUCKY 40601-8204 



b’ 

CERTIFICA TE OF SEX VICE AND FILING 

Undersigned counsel hereby certifies that an original and ten (10) photocopies of 

the foregoing Motion to Intervene were served and filed by hand delivery to the Hon. 

Helen C. Helton, Executive Director, Public Service Commission, 730 Schenkel Lane, 

Frankfort, Kentucky 40601; furthermore, it was served by mailing a true and correct 

copy of the same, first class postage prepaid, to William J. Senter, Western Kentucky 

Gas Company, 2401 New Hartford Road Owensboro, KY, 42303; Mark R. Hutchinson, 

Sheffer, Hutchinson & Kinney, 115 East Second Street, Owensboro, KY, 42303; John N. 

Hughes, 124 West Todd Street, Frankfort, KY, 40601; and Douglas Walther, Atmos 

Energy Corporation, P.O. Box 650205, Dallas, TX, 75265, all on this 4th day of June, 

1999. 

D& L+JJ;hpM-A 

Assistant Attorney General 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61  5 

FRANKFORT, KY. 40602 
(502) 564-3940 

May 28, 1999 

William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY. 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson KiMey 
115 East Second Street 
Owensboro, KY. 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, ICY. 40601 

RE: Case No. 99-070 c- ~ 7 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



BEFORE THE PUBLIC SERVICE COMMISSION . 
In the Matter of: 

THE APPLICATIONOF WESTERN ) 

FOR AN ADJUSTMENT OF RATES ) 
KENTUCKY GAS COMPANY 1 CASE NO. 99-070 

O R D E R  

On March 1, 1999, Western Kentucky Gas Company (“Western”) filed a notice of 

intent to file a rate case, together with a request to use an abbreviated form of published 

notice of its proposed rates. On May 5, 1999, the Commission, citing several 

deficiencies in the notice form, denied Western’s request. On May 12, 1999, in 

response to the concerns expressed by the Commission, Western submitted an 

amended abbreviated notice form along with a Motion for Reconsideration. 

The Commission, having considered the motion for reconsideration and the 

amended proposed abbreviated notice form and being otherwise sufficiently advised, 

HEREBY ORDERS that the use of the amended proposed abbreviated notice form 

submitted to the Commission on May 12, 1999 is approved, provided that the notice is 

corrected to reflect the correct dates and amounts. 

Done at Frankfort, Kentucky, this 28th day of Nay, 1999. 

By the Commission 

ATTEST: 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

The Application of Western ) 

for an Adjustment of Rates 1 
Kentucky Gas Company ) Case No. 99-070 

MOTION FOR RECONSIDERATION 

Western Kentucky Gas Company, by counsel, moves the Commission 

to reconsider its Order of May 5, 1999 denying the use of an 

abbreviated public notice of its pending rate application. 

The attached revised notice addresses the issues raised in the 

Commission's Order. The information required in any rate notice is 

included for  residential customers. As with any notice, it 

provides that the complete application and list of rates may be 

obtained by contacting the Company. Additionally, Western has made 

the information available on its WEB site. 

The cost to publish the complete rate list is approximately 

&"able the proposed abbreviated notice as the attached analysis 

s,'lows. This cost burden can be minimized for the Company and its 

customers with the proposed notice sought by Western. 

For these reasons, Western requests that the Order of May 5, 

1999 be modified to allow for the amended notice attached to this 

motion. 



Submitted By: 

Douglas Walther 
Atmos Energy Corporation 
P.O.  Box 650205 
Dallas, TX 75265 

Mark R. Hutchinson 
SHEFFER - HUTCHINSON - 
KINNEY 
115 E. Second St. 

2303 

124 West 6 d d  Street 
Frankfort, KY 40601 

Attorneys for Western 
Kentucky Gas Company 



NOTICE 

OF PROPOSED CHANGES IN GAS TARIFFS 
WHICH WILL RESULT IN INCREASED CHARGES 

Notice is hereby given that Western Kentucky Gas Company, a public utility furnishing 
natural gas service within the Commonwealth of Kentucky, onlor about the 30th day of 
April, 1999, pursuant to Kentucky Revised Statute 278.310 and the Rules of the Kentucky 
Public Service Commission, respecting tariffs, filed its notice to the Kentucky Public 
Service Commission (''KPSC''), proposing to change its gas rates, effective June 1,1999. 

Residential Commercial Industrial 
Amount of rate change requested ($) 
Amount of rate change requested (%) 
Present Rate 
Proposed Rate 
Effect on the average bill 

Any corporation, association, or person with a substantial interest in this matter may, by 
written request to the KPSC, within thirty (30) days after publication or mailing of this 
notice of the proposed rate changes, request to intervene; intervention may be granted 
beyond the thirty (30) day period for good cause shown. Requests to intervene should set 
forth the grounds for the request including the status and interest of the party be 
submitted to the KPSC at the address listed below. 

Any person who has been granted intervention by the KPSC may obtain copies of the rate 
application and any other filings made by the utility by contacting: 

Western Kentucky Gas Company 
Attention: Mr. William J. Senter 
2401 New Hartford Road 
Owensboro, Kentucky 42303 
502-685-8072 

Any person may examine the rate application and any related filings at the office of 
Western Kentucky Gas Company or the KPSC, as listed below: 

Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, Kentucky 42303 
502-685-8072 Frankfort, Kentucky 40602 

Kentucky Public Service Commission 
730 Schenkel Lane 
P.0 Box 615 

502-564-3940 

Any person wishing to receive a copy of the Present Rates, the Proposed Rates and 
Miscellaneous Tariff Changes may do so by redeeming the coupon below by mailing to the 
Western address above to the attention of Mariam Tucker or by accessing the company's 
Web Site at http:Ihrvww.westernkentuckygas.com. 

Name 

Company, if applicable 

Address City State Zip Code 

http:Ihrvww.westernkentuckygas.com
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M E M O R A N D U M  

DATE: May 7,1999 

TO: Bill Senter 

FROM: Tom Higdon 

SUBJECT: Costs associated with advertising our "notice to CuStomerS" for 
WKG's 1999 Rate Case Filing 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
As asked, I identified the daily and nondaily newspapers throughout our service territory 
that would ensure appropriate coverage for our "notice to customers." I am listing below 
what the costs would be to run 3 advertisements, one per week beginning within 7 days 
of our filing. 

Our account executive with the Owensboro Messenger-Inquirer, Ms. Julia Bailey, judged 
that the abbreviated notice was of the size to require a 114 page ad and that the full notice 
(using our 1995 Notice as an example) would require a 112 page ad. Pricing follows 
below: 

NEWSPAPER 
Daily Newspapers 
DAILY NEWS in Bowling Green 
THE ADVOCATE-MESSENGER in Danville 
GLASGOW DAILY TIMES in Glasgow 
KENTUCKY NEW ERA in Hopkinsville 
THE MESSENGER in Madisonville 
THE MESSENGER IN Mayfield 
MESSENGER-INQUIRER in Owensboro 
THE PADUCAH SUN in Paducah 

Abbreviated 

$1204.89 
782.46 
71 3.52 
897.60 

1063.14 
680.40 

2269.89 
I 749 .I 8 

Non-Daily Newspapers 
CENTRAL KENTUCKY NEWSJOURNAL in Carnpbellsville 550.94 
THE ANDERSON NEWS in Lawrenceburg 540.84 
TIMES-LEADER in Princeton 375.21 
NEWS-DEMOCRAT AND LEADER in Russellville 485.10 
SENTINEL-NEWS in SheUbyville 671.88 

Totals $1 1985.05 

Full 

$2409.75 
1564.92 
1330.00 
1881 .OO 
1738.80 
1393.20 
3468.00 
3498.39 

- 

I 101.87 
1060.38 
708.84 
971.40 

1403.76 
$22530.31 



COMMONWEALTH OF KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

May 5, 1999 

William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road ' 

Owensboro, KY. 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY. 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY. 40601 

RE: Case No. 99-070 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

SecGetary of the Commission 

SB/sa 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATIONOF WESTERN ) 

FOR AN ADJUSTMENT OF RATES ) 
KENTUCKY GAS COMPANY ) 

O R D E R  

CASE NO. 99-070 

On March 1 , 1999, Western Kentucky Gas Company (“Western”) filed a notice of 

intent to file a rate case, together with a request to use an abbreviated form of published 

notice of its proposed rates, which the Commission will treat as a motion. Western filed 

a draft notice with the Commission for its review on April 14, 1999. 

The Commission, having considered the motion and draft notice and being 

otherwise sufficiently advised, finds that Western has not shown good cause to use its 

proposed abbreviated form of notice. 

Commission regulation 807 KAR 5 : O O l  , Section 10(3)(a)(b) and (c) requires the 

notice to disclose: 1) the amount of rate change requested in both dollars and 

percentage for each customer class; 2) the present and proposed rates for each 

customer class; and 3) the effect upon the average bill for each customer class. While 

the abbreviated form of notice proposed by Western sets forth certain required 

information, it places the burden on the customers to request a schedule of the 

proposed rate changes in order to make an informed decision on whether to intervene 

or object. In addition, Western has made no showing that it is unable to include the 



above-cited information in the notice; nor has it shown that including such information 

would be unduly burdensome or result in excessive costs. 

IT IS THEREFORE ORDERED that Western’s motion to use an abbreviated form 

I of notice is denied. 

Done at Frankfort, Kentucky, this 5th  day o f  May, 1999. 

By the Commission 

ATTEST: 



.The Law Firm Of. 

ShyffeThTtchins on kinne y 
115 EAST SECOND STREET 

OWENSBORO, KENTUCKY 42303 
502 684-3700 FA (202) 6843881 
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April 27, 1999 

APR 2 8 1999 

Attention: Helen Helton, Executive Director 

RE: Supplemental Notice of Intent to File Rate Application 
Case No. 99-070 

Dear Helen: 

By letter to you of February 26, 1999, I notified the Commission of the intent of Western 
Kentucky Gas Company (“Western”) to file a general rate adjustment application on or after April 
1, 1999. Although Western was unable to file its application on April 1, 1999, as expected, it still 
intends to file a general rate adjustment application with the Commission. 

Western accordingly withdraws its prior notice and notifies the Commission, pursuant to 
Section 8 of 807 KAR 5:011, that it now intends to file the general rate adjustment application on or 
after May 28, 1999, and intends to use a forecasted test period. We would request that the 
Commission continue to use the case number previously assigned to this rate proceeding (99-070). 

Western has submitted to the Commission a proposed abbreviated form of newspaper notice. 
Pursuant to Section 8 of 807 KAR 5:011, Western would hrther request the Commission’s 
permission to use the abbreviated form of newspaper notice previously submitted. 

We are also mailing a copy of this supplemental notice to the Kentucky Attorney General’s 
Rate Intervention Department as required by applicable law. 

I 
BOWLING GREEN EVANSVILLE FRANKFORT HENDERSON LOUISVILLE OWENSBORO PAL)UCAH 

http://kyhw.com
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If there are any questions or problems with this supplemental notice, please advise. Thanks. 

Very truly yours, 

SHEFFER HUTCHINSON KINNEY 

Mark R. 6tchinson 
O:\USERS\BKK\WKGWSC\RATE\PSC.LTR 



JOHN N. HUGHES 
Attorney at Law 

Professional Service Corporation 
124 WEST TODD STREET 

FRANKFORT, KENTUCKY 4060 1 
Telephone: 
(502) 227-7270 

April 14, 1999 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

Re: Case No. 99-070 

Dear Ms. Helton: 

Telecopier: 
(502) 875-7059 

In its notice of intent to file for an adjustment of rates dated February 26, 1999, Western 
Kentucky Gas Company requested approval of the use of an abbreviated notice of the rate 
changes to be proposed in its application. Attached is a copy of a draft notice the notice Western 
proposes to publish in the local newspapers. It does not specify the amounts of the increases 
because they are not yet determined. However, if this format is acceptable or if there are 
changes that the Commission believes necessary, please notify me so that we may proceed. 

Thank you for your assistance, and if there are any questions about this matter or if 
additional information is needed, please contact me. 

Attorney for Western Kentucky 
Gas Company 

cc: Attorney General 
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NOTICE 4 - c  

OF PROPOSED CHANGES IN GAS TAWlFFS 
WHICH WILL RESULT IN INCREASED CHARGES 

Notice is hereby given that Westem Kenlucky Gas Company, d public utility furnishing 
natural gas service within the Commonwealth of Kentucky, onlor about the 30th day of 
April, 199B, pursuant to Kentucky Revised Statute 278.310 and the Rules of !he Kentucky 
Public Service Commission, respecting tariffs, filed its notice to the Kentucky Public 
Service Commission ("KPSC"), proposing to change its gas rates. effective June 1, fQm. 
The residenual rates proposed by Western Kentucky Gas Company include: 

A Monthly Base Charge for Residential Service of $0.00. 
A Distribution Charge (excludes gas costs) of $0.00 per Mcf. 
A Premises Charge applicable to certain new customers of $0.00 per manlh. 

?he average residential bill will be 50.00 per month. The average residential bill will 
increase 00.0 percent per month. Other rales and changes to residential, commercial and 
industrial rates are also proposed. 

Any corporation, association. or person with a substantial interest in this matter may, by 
written request to the KPSC, within thirty (30) days after publication or mailing of this 
notice of the proposed rate changes, request t~ intervene; internention may be granted 
beyond the thirty (30) day period for good cause shown. Requests to intervene should set 
forth the grounds for the request including the status and interest of the party be 
submitted to the KPSC at the address listed below. 

Any person who has been granted intenrention by the KPSC may obtain copies of the rate 
application and any other filings made by the utility by contacting: 

Western Kentucky Gas Company 
Attention; Mr. William J. Senter 
2401 New Hartford Road 
Owensboro, Kentucky 42303 
502-685-8072 

Any person may examine the rate application and any related filings at the office of 
Western Kentucky Gas Company or the KPSC, as listed below: 

Western Kentucky Gas Company 
2401 New Hattford Road 
Owensboro, Kentucky 42303 
~02-6as-aon Frankfort. Kentucky 40602 

Kentucky Public Service Commission 
7'30 Schenkel Lane 
P . 0  Box 615 

502-564-3940 

Rny person wishing to receive B copy of the Present Rates, the Proposed Rates and 
Miscellaneous Tariff Changes may do so by redeeming the coupon below by mailing to the 
Western addrears abova to the attention of Marlam Tucker or by accessing the company's 
Web Site at http:/hvw.westernkentuckygarp.com. 

Name 

Company, if applicable 

Address City State Zip Code 

http:/hvw.westernkentuckygarp.com
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

March 1, 1999 

William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY. 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY. 42303 

RE: Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY 
(Rates - General) 

This letter is to acknowledge receipt of notice of intent 
to file a rate application in the above case. The notice was 
date-stamped received on March 1, 1999 and has been assigned 
Case No. 99-070. In all future correspondence or filings made in 
connection with this case, please reference the above case number. 

If I can be of any help on procedural matters, please feel 
free to contact me at 502/564-3940. 

Stephanie Bell 
Secretary of the Commission 

SB/j c 
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~ A D M I T T E D T O K Y  A N D T N  BAR 

February 26, 1999 

Kentucky Public Service Commission 
720 Schenkel Lane 
Frankfort, Kentucky 4060 1 

Attention: Helen Helton, Executive Director 

RE: Notice of Intent to File Rate Application 

Dear Helen: 

Pursuant to Section 8 of 807 KAR 5:011, this is to notifjr the Kentucky Public Service 
Commission (“Commission”) of the intent of Western Kentucky Gas Company (“Western”) to file 
a general rate adjustment application on or after April 1, 1999. Western intends to file this rate 
application using a forecasted test period. 

Western hrther requests the Commission’s permission, pursuant to Section 8 of 807 KAR 
5:011, to use an abbreviated form of newspaper notice. 

Lastly, we are also this day mailing a copy of this Notice of Intent to the Kentucky Attorney 
General’s Rate Intervention Department as required by applicable law. 

If you have any questions please advise. Thanking you now for your attention to this matter. 

Very truly yours, 

SHEFFER HUTCHINSON KINNEY 

Mark R. Hutchinson 

cc: Kentucky Attorney General 

BOWLING GREEN EVANSVILLE FRANKFORT HENDERSON LOUISVILLE OWENSBORO P A D U C A H  

http://www.!qlaw.com
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Western Kentucky Gus Company 

May 8,2002 

Honorable Thomas M. Dorman 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602 

Subject: GTI Collections and Annual Report 

Dear Mr. Dorman: 

Enclosed is an annual report on the Gas Technology Institute Research & 
Development programs being funded by Western Kentucky Gas Company customer 
contributions as provided for in Case No. 1999-070. I apologize for the relatively 
late date of its filing but the report was only recently finalized. A total of 
$35,784.70 was collected in calendar year 2001 through the GRI (now GTI) R&D 
Unit Surcharge and invested in the GTI programs described in the report. This 
amount excludes GTI funds still being collected on a transitional basis by the 
interstate pipelines through their charges to Western Kentucky Gas. 

Should the Staff or the Commission have any questions, please call me at 270-685- 
8072. 

Sincerely yours, 

VP - Rate& kegulatory Affairs 

Enclosures 

1 2401 New Hartford Road Owensboro, KY 42303 Phone: (270) 685-8000 



Summaryhpdate of the Gas Technology Institute (GTI) Non-FERC 
Mutual Funds (NFMFs) for Atmos Energy 

April 2002 

Atmos Energy has elected to participate in four of GTI's existing non-FERC mutual funds (NFMFs) 
and the Sustaining Membership Program ( S M P ) .  

The GTI mutual funds are similar to financial mutual funds in that an objective is established and 
the investors choose R&D projects that have deliverables that are consistent with the mutual funds 
objective. Each of the funds has a GTI employee who acts as the fund manager - hisher 
responsibility is to coordinate the projects, work with the investors and the project managers. 
Following is a list of the hds ,  the Atmos funding level and the Atmos company contact for each of 
the funds: 

Residential Commercial Customer Growth Non-FERC Mutual Fund, 
Kevin Akers = primary contact 

0 Identifymg Opportunities in Distributed Generation Markets Non-FERC Mutual Fund, 
Bob Kerley & Gary Smith = primary contacts 

0 Reducing Barriers to Residential and Commercial Markets non-FERC mutual fund, Fred Neu = 
primary contact 

Operations & Maintenance and Cost Effective Pipe Installation Non-FERC Mutual Fund, Kevin 
Akers = primary contact 

Updates on each of these h5WFs can be found on pages 2-6 of this summary. 

Meetings: the fund managers organize teleconferences on a fiequent basis and conduct at least one 
meeting annually in conjunction with a gas industry meeting. 

The Sustaininp Membershia Promam 
Objective: To conduct R&D to build a natural gas technology base - focusing on ideas and 
concepts beyond the near term horizon (mid-long tern). Most, if not all, of the projects rely heavily 
on leveraging Government and Industry R&D investments. 

Meetings: Two membership meetings are held each year in Chicago (Spring and Fall). 

S M P  Focus: Operations, Environmental Science & Technology, Energy Utilization and Energy 
Systems 

Projecfs summaries are enclosed as a separate document. 

Additional information: If you have any questions relating to this report or any other GTI initiative 
please contact Ron Snedic, Regional Manager Customer Relations, GTYSGA at 972-620-40 18 or 
email him at ron.snedic@,aastecholoav.org. 

1 
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Residential Commercial Customer Growth Non-FERC Mutual Fund 

Fund Objective: This fund strives to develop technology to cost-efficiently extend distribution 
systems to reach new customers and provide greater customer satisfaction. 

Joint Trenching (Rep ort Dublished and mailed to investors) 
0 

0 

0 

Project Completed Fall 2001 

GTI’s joint trenching project provides the knowledge you need to confidently promote and 
implement joint trenching. 
GTI will provide a complete look at common utility placement practices, providing analysis 
from both a technical and economic point of view. 
New equipment was identified (available or prototype) and a list of contractors was compiled 
who have experience in joint trench construction. 
GTI studied and reported on the benefits and limitations of placing different utilities in a 
common trench or performing a simultaneous installation of utilities. 

Residential Burner TiD Growth lDraft rmort available Mav 2002) 
Recent new and enhanced product development in gas-consuming outdoor applications - gas 
barbecue unitdgrills, outdoor lighting, outdoor fireplaces, patio heaters and spdwhirlpool 
heaters - have gathered increased gas industry attention as residential burner-tip growth 
opportunities. 
However, the recent sales growth of outdoor products and their future potential have not been 
adequately characterized. 
Key challenges to fully exploiting this opportunity have not been hlly assessed. For example, 
the costs of gas delivery to specific appliances may be difficult to recover in increased 

GTI will conduct a market study to characterize this market, estimate the load potential, and 
determine what incentives or other creative packages could be created to attract new customers. 
Conducted eight focus groups with Builders and Homeowners). 
Completed 3 1 in-depth expert interviews fiom nine segments of the building industry. 
This study is nearing completion, Art Barnard from Primen is the performer. 

throughput. 

Home Generator Proiect cancelled - fundinp used for additional work in the Burner TiD Growth 
Project). 

Two Powersaver 5 kw generators will be demonstrated in Alabama, one will be at a residential 
customer site and the other will be at a commercial customer site during 2001. The Powersaver 
has a unique switching capability. It is designed to provide both air conditioner load shedding 
and standby application. 
Detailed reports will be available to investors regarding the unit’s performance and economics. 

2 



Identifying Opportunities in Distributed Generation Markets Non-FERC 
Mutual Fund 

Fund Objective: This fund promotes informed decision making in developing a power 
generation strategy within your company through product demonstrations, comparative 
solution data, and information dissemination. 

Fund Manager = John Kelly 847-768-0665 john.kelly@gastechnology.org 

DG Target (Customized) Market Research (Anticipated completion 402002) 
Deliverables Include: 

0 

FinalReport 
Target Market Research 
0 

0 

Model Results Binder with detailed modeling of DG 
DGen Pro Version 3.0 economic screening software for future modeling by investors 
1/2 day workshop for Principals and Anchors 
Executive Summary and Optional Presentation for Anchors, Errtended custom services. 

Helps Investors: Understand Niche Markets for DG in their Areas & Develop Those Markets by 
Providing Tools & Data 
This project was re-scoped to provide additional benefit to investors. 
Primen, OnSite Energy and GTI are the performers on this project 

Small Fuel Cell Market Research (Completed report sent to investors in 2001) 
Deliverables Include: 

Primen (Performer) 
Fuel Cell Market Research 
Initiated Late Summer 

0 Completed in 2001 

Summary Report for all Investors 
1/2 day workshop reviewing key aspects, findings, and implications of the results, presentations, 
and executive summaries for Principals and Anchors depending on level of investment. 

Topic Guide and ID1 Screener complete 
300 Candidates > 75; 75 to be contacted for interviews > 25 
Helps Investors realistically understand FC Product Potential & Commercialization 
Pamiming through Industry Expert Interviews 

Microturbine Product and Technolow Assessment (Field demonstration in process) 
Project Kick-Off 10/2000 
Unit Delivery, Installation, Start-up, Testing & Laboratory Evaluation (complete) 
Demonstration Unit running at customer facility - data is being compiled. 
Deliverables Include: 

0 

0 

Pre-commercial (I-R) Beta Microturbine (Co-gen) 
Independent Evaluation by GTI Performing Labs 
Factory Training for Anchor level participants 
Access to operational data via web site by 342002. 
Final Summary Report on Development of Site Selection Process, including focus on how to 
reduce costs. 
Final report pending operating experience and data collection. 

3 
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Fuel Cell Field Demonstration Wegotiations in progress) 
This project has been delayed due to lack of available product. GTI has recently developed and sent 
out a bid package for a number of fuel cells to be used in this project and the 2001 DG Mutual 
Fund. 

Deliverables Anticipated to include small fuel cell: 
0 Field Testing, Monitoring and Evaluation 
0 Anchor Plus Investors Proposed for “Host” Sites 
0 Current Review: IFC, Plug Power, Mosaic, Others 

Fuel Cell Market Research: Technical & Business Insiphts for top 15-20 PEM. and SOFC 
manufacturers (Completed 2001) 

Deliverables Include: 

Completed 2001 

Detailed Technical and Business summary reports on top 15-20 fuel cell manuhcturers. 
Principals and Anchors receive copy on CD-Rom 
Anchor Investors will receive an Executive Summary of the Report Findings in Powerpoint 
Format 

4 



Reducing Barriers to Residential and Commercial Markets non-FERC 
mutual fund 

Fund Objective: This Fund aims to reduce the time and cost associated with retaining the gas 
option in commercial and residential markets. Barriers are reduced through assessing market 
needs and characteristics, technology solutions development, product development and 
emerging issues assessments. 

Fund Manager = Dave Kalensky 847-768-0944 dave.kalenskv@nastechnoloe;v.org 

Food Service Profile Tool Update (Anticiuated completion 202002) 
Objective: To provide a spreadsheet tool to your marketing and sales force can use to assess the load 
and customer cost savings potential that can realized by maximizing gas equipment use in selected 
foodservice establishments. 

Deliverables: 
0 

0 

0 

0 

Energy consumption profiles on selected foodservice establishments. 
Algorithm to adjust and customize restaurant energy profiles. 
Easy-to use computer-based tool to analyze customer load profiles. 
Workshop on tool use, profiles and analysis. 

status: 

0 

0 Manual nearing completion. 

Data gathering complete. Alpha and Beta versions of software were tested and improved. 
Final revisions of commercial version underway. 

Universal Vent Svstem Update (Anticipated completion 202002) 
Objective: Specify and design a low-cost universal residential vent system that could be used to 
assure proper venting and operation of various types of standard gas appliances in homes with 
unusually tight building construction and high levels of house depressurization. 

Deliverables : 
Defined product specifications for a low-cost universal vent system. 

0 Proof-of-Concept modeling. 
0 Business plan outlining the product path to market. 
0 Intellectual property generated and defined. 
0 Potential manufacturing partners identified. 

Status: The draft final report was received in January 2002 and it revealed that testing results 
surpassed expectations. We are currently securing Patents to protect intellectual property 
that was identified in the project. We anticipate the report will be available in the near future. 
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Fund Manager = Paul Beckendorf 847-768-0889 ~ ~ M U . ~ P ~ @ ~ Q ~ ~ ~ ~ Q ~ ~ ~ ~ ~ S ~ @ @ ~ ~ Q ~ Q ~ . Q ~ ~  

One Step Pavement - Permanent Cold Patches (Anticipated completion in 142003) 
0 I Develop Specifications for cold mixes that would qualify them for use by LDCs as permanent 

patches 
Develop simplified tests 
Improve present mixes based on actual test results and field feedback 
Consider other types of materials 

Ethane Methane Detector EMD) (Anticipated comuletion in 102003) 

0 

A next generation, vehicle mounted leak detector that will separate methane and ethane gases 
Work now underway at Carnegie Mellon Research Institute: 
Determine the sensitivity of the system in the laboratory 
Mount system on a vehicle and test outdoors under controlled conditions 
Determine system sensitivity to ethane 

Coated PE Pipe Options 

1. GTI identified a coated PE pipe manufkctured by Uponor in England, called Profuse. 
2. GTI initiated discussions with Uponor US (Shawnee, OK) to make this pipe available in the US. 
3. Uponor is preparing to market Profuse in the US. 

History 

Alternative Coated Pipe 

0 

0 

0 

Egeplast PE pipe - manufactured in Germany 
Used for water and natural gas 
Samples obtained for evaluation at O&M Fund Anchor member 
Positive test results in November 2000. 
Egeplast is currently evaluating US market potential for this product. 

6 
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Cost Saving Operations & Maintenance Practices and Cost Effective Pipe 
Installation Non-FERC Mutual Fund 

Fund Objective: Participants in this fund receive technical information on new products, 
support for the development of improved technologies and products and workshops to 
provide a collection of technical solutions for natural gas operations. Program results show 
participants how to incorporate advanced technologies into operations activities. Successful 
implementation will result in lower operations and maintenance costs and increased 
productivity. 



EMERGING TECHNOLOGIES FOR NATURAL GAS 

GAS TECHNOLOGY INSTITUTE 

SMP 

DESCRIPTION 

www.gastechnology.org/pub/smp/index.html 

VF Rev 0412002 



PROGFUM DESCRIPTION 

V 



OBJECTIVE: Conduct research to build a natural gas technology base for SMP companies, 
with the aim of developing ideas and concepts beyond the near-term horizon. 

NEED: Market forces are driving manufacturers, developers, and supporting 
institutions toward near-term deployment of well-developed concepts. Global 
competition and capital resource limitations prevent manufacturers from 
accepting the risks and costs associated with the development of new and 
innovative technologies. There is a missing mid-term link in the development 
of natural gas technologies that will allow our SMP companies to take 
advantage of new market opportunities and compete effectively in tomorrow’s 
marketplace. The SMP provides this missing mid-term link. The program 
strives to develop new and innovative technology concepts that will build and 
protect natural gas markets and will reduce the cost of transmission and 
distribution operations for member companies. 

STATUS: SMP continues to receive substantial support from companies that were Basic 
Members. The roster of all the Participants that have joined this program is 
given in Table 1. 

SMP \’its started in October 1985; with, five research areas to address. 

1. Gas Operations 
2. Environmental Science & Technology 
3.  Energy Utilization 
4. Energy Systems 

Within these research areas, over twenty projects are in progress. Twenty one 
projects have been concluded. A listing of current projects is given in Table 2. 
Efforts to date have resulted in over 50 patents and a number of successhl 
commercial products. Information on our intellectual property and our 
commercial products is provided is provided in Appendices A and B 
respectively. 

With GTI’s business directions, SMP continues to play an even more 
important role in laying the foundation in the earlier stages of applied R&D. 



I -. 

ADMINISTRATION: 

e 

Members receive the benefit of a research effort dedicated to natural gas 
utility needs. All dues are pooled together to fund a balanced slate of 
projects designed to build a technology base and thus provide a highly 
leveraged research effort for individual contributors 

GTI also shares in the cost of this program. Sustaining Membership 
Research provides much more in direct labor hours for each dollar of 
dues espended by GTI when handled as Sustaining Membership 
research, compared with sponsored projects. This is made possible by 
essentially eliminating the costs of proposal preparation, reports, billing, 
marketing, contract administration, invoice collection, and fees. 

The SMP, which receives a high priority at GTI, is guided by a strategic 
top-level advisory committee from the gas industry called SIMRAC 
(Sustaining GTI Member Research Advisory Committee). The 10 
members of the current committee are listed in Table3, and an 
organization chart is shown in Figure 1. The Technical Guidance 
Committee includes 7 SMP utility representatives who work with 7 
specialized gas industxy individuals and its chair to identify technologies 
to fund. 

GTI is fully responsible for the conduct of the Sustaining Membership 
research program, not as sponsored projects, but in the way that GTI has 
been responsible for managing the education program with Basic 
Membership dues. Management costs are maintained at less than ten 
percent. 

Two semiannual conferences (1 to 2 days each) are held for Sustaining 
Members to receive reports on both new emerging technology initiatives, 
and on products entering the market place. Advisory input, principally 
through SIMRAC and membership feedback, is regularly solicited at 
these conferences to provide guidance for our program. 

All patents resulting from york on SMP, GTI-FERC or DOE coordinated 
projects are assigned to GTI. Sustaining Members receive preferential 
treatment on licensing over non-members. International utility members 
are granted the right-of-first refusal to license SMP technologies in their 
respective territories. GTI's share of royalties is returned to fund 
additional research in the Sustaining Membership Program. 

... 
VI11 

FUNDING: Currently GTI collects between $1.5 and $2.0 million per year from the SMP 
participants. GTI leverages these funds to a total program level exceeding $7 
million through participation by U.S. EPA, U.S. DOE, industry, and GTI- 
FERC. GTI continues to receive significant coordinated fimding from GTI 
for projects that are consistent with GTI-FERC's research plan. 
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MEMBERSHIP 
DUES: 

Dues are collected annually before the beginning of the research year from 
Sustaining Members. The dues formula: 

1. Is scaled according to company size based on the company's most recent 
NO1 (Net Operating Income, after depreciation and taxes, but before 
capital and interest charges). 

Ranges from a minimum of $5,000 annually to a maximum of $100,000. 2. 

NOI, U.S. $ million 
Less than 5 5,000 
Between 5.0 and 24.9 15,000 
Between 25.0 and 49.9 40,000 
Between 50.0 and 79.9 75,000 
80 and over 100,000 

Annual Dues, U.S. $ 

MEMBERSHIP 
TERM: 

Initial 3-year commitment, automatically renewed annually for an additional 
I-year term unless canceled in writing by the Sustaining Member 90 days 
before the end of the'term. 

RESEARCH 
HIGHLIGHTS 

Project summary sheets are attached and provide both a brief description and 
the research status for each project currently in progress. 

INFORMATION: For additional information about GTI's Sustaining Membership Program, 
please contact: 

Mr. Vincent B. Fiore 
Director, Emerging Technologies 
PHONE: 847/768-0847 
FAX: 847/768-0501 
e-mail: vince.fiore@gastechnology.org 

Gas Technology Institute 
1700 S. Mt. Prospect 
Des Plaines, IL 600 18 USA 

Information contained in this document is available on our Internet home page: 
http://www.gastechnology.org/pub/smp/index. html 

ix 

mailto:vince.fiore@gastechnology.org
http://www.gastechnology.org/pub/smp/index
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Table 1. 
SMP PARTICIPANTS' 

Alabama Gas Corp. (Energen Corporation)** 
Algonquin Gas Transmission Co. 
American Meter Co. (Ruhrgas Industries)** 
Atlanta Gas Light Co. (AGL Resources)** 
Atmos Energy C o p * *  

Bay State Gas Co.(NiSource)** 
Berkshire Gas Co. (Energy East)** 

Central Hudson Gas & Electric Corp.* 
City of Richmond 
City of Public Service, San Antonio 
Columbia Gas System Service Corp. (NiSource) 
Connecticut Natural Gas Corp. (Energy East)* 
Consolidated Edison Co. of NY, Inc.** 

Delmarva Power & Light Co. (Connectiv)* 
Distrigas of Massachusetts COT.* 
Dominion East Ohio * 

Elizabethtown Gas Co. (NU1 Gorp.)** 
Energy East + 
EnergyNorth Natural Gas, Inc.** 
Enron Corp.* 
Equitable Gas Co. (Equitable Resources, Inc.)* * 
Gas Authority of India, Ltd. 
Gaz de France** 
Gaz Metropolitain, Inc. 

Indiana Gas (Vectren)* * 

KeySpan Energy Delivery New England ** 
KeySpan Energy Delivery New York** 
Korea Gas Corp. 
Krupp Uhde GmbH 

Laclede Gas Co. 

Memphis Gas Light &Water 
Michigan Consolidated Gas Co. (Detroit Edison)** 
MidAmerican Energy Co.** 
MidCon Gorp.** 
Middle Tenn. Natural Gas Util. Dist.* 
Minnegasco (Reliant Energy) * 
National Fuel Gas Distribution Gorp.** 
New England Gas Company (Southern Union)** 
New Jersey Natural Gas Co.** 
Nicor Gas** 

North Central Public Service Co. 
NiSource, Inc.** 
Northwestern Public Service** 

Oklahoma Natural Gas Co. (ONEOK)** 
Osaka Gas Co., Ltd.** 

Pacific Gas & Electric Co.** 
Panhandle Eastern Pipe Line Co.** 
Peoples Energy* * 
Peoples Gas System (TECO) 
Philadelphia Gas Works 
Piedmont Natural Gas Co., Inc.** 
Public Gas Investment Pool 
Public Service Electric & Gas Co.** 

Questar Gas (Questar)** 

San Diego Gas & Electric Co. (Sempra) 
SIGCO (Vectren)** 
Southern California Gas Co. (Sempra)** 
Southern Connecticut Gas Energy East Co(Energy 
East). * * 
Southern Natural Gas Co.** 
Southwest Gas COT. 

Tenneco Gas* 
Texas Gas Transmission Corp.* 
Toho Gas Co., Ltd.* 
Tokyo Gas Co., Ltd.** 
Transcontinental Gas Pipe Line Corp.' 
TXU Gas (Oncor)** 

United Energy Resources, Inc. 

Washington Energy Co. * 
Washington Gas** 
Williston Basin Interstate Pipeline Co. 
and Montana-Dakota Utilities Co.* 
Wisconsin Gas Co.* 
Wisconsin Electric Power Co. ** 

Yankee Gas Services Co. (Northeast Utilities System) 

Investors in 2001 andprior 
*SusfainingMember for 5 or more years. 

**Sustaining Member for I O  or more years 
+New Member in 2002 
( ) Parent Companies 

1 
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Table 2. 

CURRENT RESEARCH PROJECTS 

GAS OPERATIONS 

Advanced Acoustic Distribution Instrumentsb 
Automated Field Data Acquisitionb 
Smart Cathodic Protection Monitorb 
Paging Technology Applications" 
Piping Stress Detection" 
Micro-Excavation 
Inert Base Gas for Natural Gas Storage Fields" 
System for Upgrading Subquality Natural Gasa7b 
Third-party Damage Detection" 
High-pressure Linersa.b 

ENVIRONMENTAL SCIENCE & TECHNOLOGY 

Remediation of Town Gas sites" 
Microbial Leak Detection & Control 

ENERGY UTILIZATION 

High-Efficiency Process Heating" 
Low-NO, Boiler Burners", 
METHANE d e - N O 9  Reburn Process for Coal/Biomass-Fired Stoker Boilers": 
Oscillating Combustion Systemsayb 
High-Capacity Gas-Fired Paper Drying 
SuperBoiler "* 
Self Optimizing Combustion Systems" 
Submerged Combustion Melter 

ENERGY SYSTEMS 

BCHWAdvanced Cooling Systems" 
NGV Fueling Station and Components" 
DETUAdvanced Distributed Generation Controls 

" GTI-SMP Coordinated/Cofunded Project. 
Co-funded by DOE, EPA, or Industry. 

xi 
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Table 3. 

SMP 
RESEARCH ADVISORY COMMITTEE 

(SIMRAC) 

David C. Carroll 
Vice President 
GTI 

Wade Stinston 
Vice President 
Memphis Light Gas & Water Div. 

Peter A. Cistaro 
Vice President President 
Public Service Electric & Gas 

Dennis J. Seeley 

National Fuel Gas Supply Corp. 

Donald M. Field 
President 
Peoples Energy 

Jean-Pierre Roncato . 
Vice President 
Gaz de France 

Lee Stewart 
President, ETS 
Southern California Gas Co. 

Kenneth A. Smith 
Vice President 
Alabama Gas Corp. 

Steven A. Vitale 
Vice President 
KeySpan Energy 

xii 

PROGRAM MANAGEMENT & COORDINATION 
GTI - Vince Fiore 
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PROJECT SUMMARY SHEETS 

GAS OPERATIONS 

1 



ADVANCED ACOUSTIC DISTRIBUTION INSTRUMENTS 

Project: 80017 Period: 10/1/88 - Present 

Project James E. Huebler Principal 
Manager: e-mail: jim.huebler@gastechnology.org Investigator: Christopher J. Ziolkowski 

0 b i ect ive : 

Description: 

To develop improved acoustic field instruments by applying microprocessor-based, 
digital signal processing (DSP) techniques. 

The current emphasis of this project is the development of a digital sonic leak 
pinpointer (DSLP) for gas distribution systems. The development of an efficient leak 
pinpointer would significantly reduce gas utility operating costs by avoiding 'dry 
holes' and recalls due to secondary leaks. In addition, the same basic 
softwarehardware can be adapted to other applications. One such application is third 
party damage detection. See project 80038. A spin-off of the DSLP technology was 
applied to the problem of controlling district regulators to automatically minimize 
pressure in a gas distribution system. The resulting product, GridBoss'M, won an 
R&D 100 Award as one ofthe 100 best new technical innovations in 2000. 

The DSP technique of adaptive filtering has proven effective at noise management of 
the background signals encountered at most leak sites. Tliis technique minimizes 
slowly varying sounds, such as approaching traffic. Adaptive filtering is also 
effective at removing periodic noises, such as 60 Hz and its harmonics. When 
combined with signal gating, adaptive filtering substantially improves an instrument's 
ability to pinpoint gas leaks. Signal gating is a method of minimizing loud 
intermittent background noise, including traffic noise. 

All field trials in the Chicago area and both coasts have demonstrated the 
effectiveness of the background noise management techniques. The DSLP has 
correctly pinpointed leaks incorrectly pinpointed with the CGI. It has pinpointed a 
variety of leaks, including low-pressure - (6 inches of water column) cast-iron joint 
leaks. However for unknown reasons, the results have not been uniform across the 
country - escellent in Chicago and Sacramento, disappointing in New York and Los 
Angeles. In a few cases, leaks have not been acoustically pinpointed in sandy soil 
because colonies of microbes create encrustations of soil around the leak, reducing 
the amount of gas escaping and the production of sound. 

The next step would be to redo the DSLP with new hardware, making improvements 
to sensitivity, noise management, and ruggedness. These changes will also greatly 
reduce the cost and make it easy to put units into utility hands. The next round of 
testing should be performed by utility crews. 

Status: 
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Project: 80020 

AUTOMATED FIELD DATA ACQUISITION 

Period: 10/1/90 - Present 

Project John A. Kinast 
Manager: e-mail: john.kinast@gastechnology.org 

0 b iect ive : To develop PC and palm computer software applications for productivity 
improvements in the gas industry. 

Description: Our current efforts focus on developing techniques and applications to automate the 
collection and processing of data taken in the field. These software developments 
reduce costs by automating data collection and reporting finctions. 

Status: With a series of requested enhancements, an application that automates the data 
collection process for work site inspections is in widespread use at an SMP member 
company. This application replaces manual entry on paper forms with palm 
computer data entries and automated data transfer to a centralized database. Results 
indicate that we met the goals of increasing the accuracy of data entries, accelerating 
data analysis and reducing the overall cost of data collection. 

A second application, started after the Fall 2000 meeting, was just completed. It 
provides a replacement for a laptop computer program for another SMP member. 
Testing of the application has shown it to be easy-to-use, flesible, and meeting the 
needs of the company and it' customers. 

With distribution by GTI of the Ovality and Scratch Tester kits, feedback from a 
number of utilities indicated that they are very easy to use, and save considerable 
time in the field; the kits include a Palm 11 l x e m  with our Ovality and Scratch Tester 
applications installed. 

Current efforts focus on completing the application for assisting in leak surveying. 
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SMART CATHODIC PROTECTION MONITORS 

Project: 80034 Period : 1 2/ 1 5 /9 5 -Present 

Project Christopher J. Ziolkowski Principal 
Manager: e-mail: chris.ziolkowski@gastechnology.org Investigator: Paul Seger 

0 b i ect ive : To develop a wireless system for reading cathodic protection currents and voltages 
using a buried, low-cost transponder and sacrificial anode. 

Description: Cathodic protection (CP) test points are often difficult to access in urban 
environments. They can be paved over or otherwise lost because of construction 
activities. Even accessible test points can espose crews to traffic hazards. The goal 
of this project is to develop a wireless, buried monitor that can be read during a walk- 
by or drive-over. Commercialization of this approach will significantly improve 
productivity by eliminating most of the manual labor of obtaining CP readings. This 
work is co-sponsored by Brooklyn Union and the Gas Authority of India. 

Status: GTI reviewed commercially available technology for tagging plastic pipe and 
adapted it for acquiring cathodic protection data. Low-cost digital micro controllers 
were used to collect the data. Current from the sacrificial anode in conjunction with 
low voltage technologies provides a viable power supply. Prototype units, deployed 
at KeySpan Energy, are direct burial modules for galvanic installations. Low 
frequency RF is used for good ground penetration. Further cost and size reduction for 
manufacturing is being addressed. A compact antenna and enclosure that will 
considerably ease fabrication was developed. These improved prototypes are being 
evaluated in field tests with KeySpan. 

The companion portable reading device stores both the CP readings and a serial 
number, along with a time and date stamp for later downloading. A Palm compatible 
version of the reader is being designed. 

There are a wide variety of cathodic protection test boses already installed at utilities. 
This represents a large market for transponders that can be retrofitted to test boxes 
without excavation. GTI developed a unique antenna design that is easily installed 
and effective for obtaining CP readings at these test boses. 

The basic technology is also being extended to meet the needs of impressed-current 
cathodic protection systems. 

mailto:chris.ziolkowski@gastechnology.org


PAGING TECHNOLOGY APPLICATIONS 

Project : 

Project 
Manager: 

Obiective: 

80037 Period: 10/1/97 - Present 

Christopher J. Ziolkowski Principal 
e-mail: chris.ziolkowski@gastechnology.org Investigator: Paul Seger 

To apply recent advances in paging technology to telemetry and information 
gathering needs in the gas industry. The first application to be addressed is a 
customer account management system that enables punitive setback of the thermostat 
for non-payment. 

Description: Recent advances in paging technology have produced a means for two-way wireless 
transfer of packet data at very reasonable costs. This allows utilities to install data 
collection and control points on their systems without the necessity of first installing 
a communication infrastructure. Very low power consumption allows telemetry 
installations that are completely self-contained. 

The first two-way paging application will address a customer account management 
system. It is being co-funded by KeySpan Energy, the NY Gas Group, and 
GTI/FERC. The system utilizes a wall-mounted thermostat that communicates with 
the utility via the paging system and short-range radio to the meter-set. The customer 
and the utility can monitor consumption and account balances in real time. The 
thermostat also has all the functionality of a normal programmable thermostat. 

The system also provides the utility with a realistic alternative to service termination 
for non-payment by setting back the thermostat temperature until the account is 
settled. This setback feature could also be invoked temporarily for load shedding. 

Status: The system is currently in the process of being deployed at several gas utilities for 
field testing. An LCD display and keypad allows customer interaction. The system 
obtains meter readings and tamper status from a commercially available RF meter 
index, as well as send and receive messages over the public paging network. 

The most recent wireless technologies from Motorola and Internet Telemetry 
Corporation have been integrated into the system. Fifty thermostat systems are being 
constructed for deployment to the participating utilities. 
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PIPING STRESS DETECTION 

Project: 80039 Period: 10/1/98 - Present 

Project William Rush, Jr. 
Manager: e-mail: bill.rush@gastechnology.org 

0 b i ec t ive : To reduce the cost of operation for steel and cast iron gas mains by developing a 
system that detects the amount of bending stress on a buried metal pipe from a sensor 
traveling inside the pipe or used on the outside. 

Pipe breakage due to bending stress is the second most frequent cause of cast iron 
main failure (after third party damage). This stress can arise from soil settling, 
freeze-thaw cycles, traffic vibration, and soil disturbances. Bending stresses can also 
rapidly increase corrosion in steel mains. 

GTI initially screened a wide variety of potential stress measurement techniques. 
This included measurements of stress-induced changes in sound velocity in the pipe 
wall, acoustic emission, laser profile scanning, magneto-striction, the Barkhausen 
effect, acoustic bi-refringence, and acoustic and electromagnetic focusing from the 
surface. We determined that detecting acoustic bi-refringence holds the most 
promise and this became the basis for the system. 

Description: 

Status: The acoustic bi-refringence technique measures shear horizontal stress waves along 
the inside of the pipe wall. Proof-of concept experiments show that there is enough 
change in velocity with stress to make the measurement possible. However, pipe 
wall roughness, particularly on the outside of corroded pipe, makes standard acoustic, 
through-the-wall measurements impractical. GTI worked with a manufacturer and 
the National Institute of Standards and Technology (NIST) to design an Electro- 
Magnetic Acoustic Transducer (EMAT) to generate and detect the required shear 
waves that will only travel along the inside wall of the pipe. GTI is now conducting a 
series of tests to make the measurements needed to design a prototype field unit. 

Because of the complexity of the problem, initial effort is directed toward 
determining the bending stress in the idealized case of a clean metal pipe with no 
corrosion, no wall thinning, and no internal contamination or deposits. Additional 
complications found in the field will be addressed after the hndamental technical 
concept has been proven. Sonic Sensors, a manufacturer and developer of acoustic 
bi-refringence systems, and GTI have designed a specialized 4-sensor E-MAT 
detection system. The unit is currently being used for measurements of steel and cast 
iron samples that were removed from field installations. The samples are placed 
under bending stress and the change of velocity is measured as a function of stress 
level. 

mailto:bill.rush@gastechnology.org


MICRO-EXCAVATION 

Project: 80046 Period: 01/1/02 - Present 

Project Paul Beckendorf Principal 
Manager: e-mail: paul.beckendorf@gastechnology.org Investigator Paul Beckendorf 

Obiective: 

Description: 

To develop equipment, tools and sensors to allow operators to access and repair gas 
mains through a 6” or smaller diameter hole. 

A major gas industry expense is accessing gas mains and services for maintenance 
and repair activities. Annually, the gas industry digs about 1,100,000 bell holes (3 
foot by 4 foot) at an average cost exceeding of $1,000 per bell hole. The total annual 
system cost of this work is $1.1 billion. Because of these high costs, considerable 
work is being done to reduce the size of the excavation through the use of keyhole 
technologies. Keyhole excavations are typically 18 inches by 18 inches. Keyhole is 
gaining popularity as a proven method to cost-effectively perform the required work. 
New keyhole tools are expanding the range of repair activities that can be conducted. 

The nest logical developmental step, after keyhole, is micro-excavation; a much 
smaller opening. The project will develop tools and equipment that can operate 
through a 6” diameter opening. If this phase proves successful, future phases will 
look to reduce the opening diameter, with the goal of achieving a 1 ” diameter 
opening. Through a micro-excavation, tools could be inserted that would access and 
repair the gas main. With micro-excavations, paving settlement issues would no 
longer exist. Pavement cutback would not be an issue. Excavation and restoration 
costs would be drastically reduced. 

The objectives of the Micro-Excavation Equipment Development Program are: 
0 

0 

Develop and prototype equipment. 

Determine, from the gas industry, what procedures they would like to see 
accomplished through the use of micro-excavation. 
Through a world-wide survey, determine if any micro-excavation procedures 
Evaluate micro-surgical methods to determine how they can be adapted for use in 
micro-excavation. 
Identification of any patent and license issues. 

This program addresses the feasibility of performing maintenance work on a gas 
main or service through a micro-opening. This micro-opening will serve as a 
pathway for an assortment of small, remotely-operated tools. This initial work is 
“un-intelligent,” requiring very accurate location of the facilities. It is our hope that 
the successful completion of this work will lead to additional work to develop an 
intelligent device that will have sensors, enabling it to home in on the problem area 
as it descends from the surface. 

The cost of this program is estimated to be $500,000. GTI is seeking SMP funding 
as well as cofunding from the gas industry andor FERC funds. 

Status: Currently reworking the proposal, and discussing with and looking for cohnders of 
this proposed effort. If possible, would like to initiate in the fourth quarter of 
2001. 
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INERT BASE GAS FOR NATURAL GAS STORAGE FIELDS 

Project: 80007 Period: 10/1/85 - Present 

Project Yusuf A. Shikari Principal 
Manager: e-mail: Yusuf.Shikari@gastechnology.org Investigator: Stephen E. Foh 

0 b iect ive : Demonstrate the use of inert base gas as a technically feasible and economically 
viable option for reducing the cost of operating underground natural gas storage 
facilities. 

GTI researchers are evaluating the use of nitrogen as an inert gas in underground 
natural gas storage fields to reduce base gas cost. The project consists of three 
phases: 1) laboratory studies on inert and natural gas mixing properties in 
underground storage media, 2) a field demonstration at an esisting gas storage field 
in the U.S ., and 3) technology transfer efforts toward wide-scale implementation. 

Description: 

Status: Field experience obtained from France, -- where inert gas has successfully reduced 
base gas requirements in underground gas storage fields by as much as 20%--, 
suggested that this approach is technically feasible. Laboratory tests on a number of 
cores from storage fields in the United States and France, representing different rock 
types and covering a wide range of porosity and permeability distribution, were 
completed to verify that mixing of natural gas and inert gas is generally limited to a 
very narrow zone. This allows replacement of base gas with a lower cost inert gas. 
A systematic approach consisting of site selection, data evaluation, modeling, and 
implementation planning was developed for the selection of candidate storage fields 
and minimization of the risk of gas mising during inert gas application. 

Current work is focused on a field demonstration at the Shirley storage field, 
operated by Equitrans. Selection of the inert gas injection target area and reservoir 
modeling, to characterize the storage reservoir and predict long-term storage 
operations in the presence of inert gas, have been completed. The long-term (20 
years) predictive model runs indicated that a significant portion of the base gas can 
be replaced with nitrogen without jeopardizing the pipeline quality of withdrawal 
gas. In addition, inert gas injection in the Shirley field should prove beneficial in 
terms of cutting down natural gas migration. 

Equitrans prepared the necessary FERC filings and received approval during the 
summer of 1996 to inject inert gas in the Shirley field. Equitrans completed the 
necessary contracts for the purchase of nitrogen. Gas withdrawal from the target area 
has begun, and to date, more than 150 MMcf of natural gas has been withdrawn. Inert 
gas will then be injected into this target area. Plans are to initially inject 300-MMcf 
of nitrogen representing 5% of the total base gas, over a period of two years while 
simultaneously withdrawing natural gas. Since this project is demonstrating success 
in the field, only periodic monitoring of ongoing work is needed with very little 
added cost to SMP. 
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SYSTEM FOR UPGRADING SUBQUALITY NATURAL GAS 

Project: 800 18 Period: 4/1/90 - Present 

Project Raj Palla 
Manager: e-mail: raj.palla@gastechnology.org 

Obiective: 

Description: 

To reduce the cost of upgrading subquality natural gas by developing cost-effective 
solvents and absorption systems. 

Essentially all of the natural gas in the United States is treated, to some degree, prior 
to its introduction into the pipeline system for transportation to the consumer. This 
DOE coordinated project focuses on the commercialization of our Morphysorb* 
process that uses the physical solvent, N-Formyl-Morpholine (NFM) and such 
additives as N-Acetyl Morpholine (NAM). 
A new physical solvent process, Morphysorb, has been developed for subquality gas 
upgrading. This technology is effective in removing H2S and C02 from subquality 
natural gas with minimal removal of valuable hydrocarbons. The high performance 
of Morphysorb reduces gas treatment investment and operating costs by up to 60% 
over existing, state-of-the-art physical solvent technologies. In lieu of operating cost 
savings, existing plant capacities may be significantly increased. Extensive field 
trials were carried out on a slipstream of subquality natural gas at the Shell Fandango 
plant site in south Texas. 

The technology is licensed to Krupp Uhde USA, which is an affiliate of Krupp Uhde 
GmbH (KU), Germany. KU is a major engineering contractor in Germany with 
worldwide experience in the field of process plants for refineries and, petrochemical, 
coal gasification facilities, coking plants, and coke oven gas processing. 
Efforts are being concentrated in getting the first demonstration scale plant installed. 

Pursing an opportunity with a client plant (500 MMscFd) in BC, Canada for bulk 
acid gas removal (20 to 12% Co2 Client is interested in application of Morphysorb 
process for their existing plant to increase capacity. 

Obtaining funding from DOE (NETL) to support Morphysorb process demonstration 
(simulation, test data collectiodanalysis only) at a client site. 

In addition to the above, GTI, along with its commercial developer will jointly pursue 
conversion of existing commercial gas plants to Morphysorb process. There are little 
or no major modifications needed to the existing plants for introduction of 
Morphysorb technology in place of the current. 

Status: 
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THIRD-PARTY DAMAGE DETECTION 

Project : 80038 Period: 12/1/98 - Present 

Project James E. Huebler 
Manager: e-mail: jim.huebler@gastechnology.org 

0 b iect ive : The objective of this program is to develop and deploy a cost effective, acoustic- 
based detection system that will notify pipeline operators of 3'd-party damage. Initial 
deployment will be at construction sites and highly traficked urban sites. 

Descrhtion: Transmission pipelines may be subjected to large impact forces from 3rd-party 
excavating equipment. Such impacts may immediately create a hazardous condition 
or increase maintenance and rehabilitation costs for utility companies. It is possible 
to damage the pipe in a manner that results in a leak several years later. Such 
developing leaks are very hard and expensive to identify and locate. A system that 
can detect the initial contact and quickly alert the pipeline operator would permit 
prompt corrective action. 

When an escavating tool makes contact with the pipe, it creates acoustic waves that 
can propagate for great distances. It is possible to use these sound waves to detect 
contact with the pipeline and alert the pipeline operator to a potentially damaging 
incident. Many applications require operation of damage detection systems in areas 
that are subject to significant background noise. Thus, it is important to minimize any 
false alarms. An effective system must filter out background noises created close to 
the sensor while detecting small impact signals that propagate long distances from 
the point of impact. 

The SMP approach is to utilize adaptive filtering techniques that have successfully 
suppressed background noise in acoustic leak-pinpointing as the first step in noise 
management. These signal processing techniques would be combined with 
commercial hardware including sensors capable of very small acoustic signals, a 
single board computer, and a commercial communication system. The hardware 
shall be compact enough to be installed with keyhole escavations, thereby 
minimizing installation costs. 

Even before the combination of IGT and GRI into GTI, third party damage detection 
had a high priority. Separate programs were funded by FERC and SMP. Both 
programs are based on acoustic detection of the impact signal. The efforts have been 
consolidated. With FERC funding, SMP researchers are helping demonstrate the 
GTI FERC system in New Jersey. Currently, the SMP funded effort is on hold and 
will be resumed when and if appropriate. 

Status: 
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HIGH-PRESSURE LINERS 

Project: 80040 Period: 4/1/99 - Present 

Project Bruce Campbell 
Manager: e-mail: bruce.campbell@gastechnology.org 

0 b iective : 

Descriotion: 

To develop cured-in-place liners for high-pressure applications. 

Cured-in-place liners are a family of trenchless pipe rehabilitation methods that can 
seal existing pipe leaks and prevent future leakage due to corrosion, joint failure, or 
third-party damage. The high-pressure liner (HPL) system will utilize a woven 
elastomer jacket coated on one side with an edruded elastomer coating. An epoxy 
adhesive, applied under pressure, will glue the jacket to the inside of the pipe. The 
woven elastomer jacket provides structural strength to the liner, while the coating 
acts as a natural gas barrier preventing the migration of gas through the liner. 

The development of the HPL is targeted at two major pipeline industry needs. The 
first is the rehabilitation of gas pipelines to seal existing leaks or prevent future 
leakage. This includes current or anticipated leaks in buried pipelines at oxy- 
acetylene and other girth welds, at third-party damage points, or to prevent joint 
failures due to earth movement. River crossings may also warrant the extra 
protection. The second pipeline industry issue addressed by the HPL is the adverse 
effect of a change in DOT pipeline class location on pipeline operations. Under DOT 
regulations, the encroachment of habitable buildings or areas of frequent public 
gatherings near a pipeline right-of-way may require that a pipeline reduce its 
operating pressure or replace segments of the pipeline with higher strength pipe. 
Although this provides for a greater margin of operational safety, it also represents 
two negative impacts on pipeline operations: a reduction in gas throughput, and thus 
revenues, or a significant espense in pipe replacement. A less espensive and 
disruptive alternative to these choices is the use of the HPL. 

Status: GTI and its commercial partner, Karl Weiss GmbH & Co., have developed a detailed 
development plan that we are following. To date, this is a partial list of the following 
work that has been completed. 

Analyzed ASME B31G code for appropriate test parameters to prove liner 
strength. GRI reports and the people that managed them are an important part of 
our work. Work by expert consultants in the transmission field was effective. 
We have to prove it is stronger than plain steel, obviously, but also to get a class 
change improvement. 

Designed test pipes. We had to make the vast matrix of possible tests 
reasonable. We did. We purchased the test heads and are building the pressure 
test facility useable to 3000 psig. 

Developed and tested candidate liner fabrics for burst strength. Our German 
friends did a great job. Marketing study suggest staged introduction, 150#, 500#, 
and 1000'. 

Identified and tested several low permeation coatings. Found excellent coating 
with required elastic strength. This coating is a major breakthrough, and is not 
known to our competitors. We have to prove it does not blister with pressure 
fluctuations - a past liner or two didn't pass this test. 
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HIGH-PRESSURE LINERS con’t 

The Stage 1 HP Liner (up to 250 psig) has been manufactured. The project has 
been delayed due to lack of fimding to build the new pressure drum for 
installation. This drum would facilitate field trials in 2002. 
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REMEDIATION OF TOWN GAS SITES 

n 

Project: 80014 Period: 10/1/86 - Present 

Project Vipul J .  Srivastava Principal 
Manager: e-mail: vipul.srivastava@gastechnology.org Investigators: Thomas D Hayes 

0 b i ec t ive : To develop and deploy cost-effective remediation technologies and site management 
strategies for the remediation of major types of wastes at former manufactured gas 
plant (MGP) sites. 

Description: Since the year 2000, the focus of this research program, coordinated with significant 
finding by GTI-FERC and industry, is on the development and deployment of 
primarily in-situ remediation technology for a highly concentrated source material 
and “dense non-aqueous phase liquids” (DNAPL). This technology, 
ThermoChemical Solidification will work in tandem with previously developed SMP 
funded technology, integrated chemical-biological treatment (CBT) process for 
moderately contaminated soils at the MGP site. GTI has received three patents 
including U.S. Patent Numbers. 5,610,065 and 5,955,350 for CBT process and is 
submitting applications for two patents associated with ThermoChemical 
Solidification (TCS) technology. GTI has agreements in place with several 
commercial firms for deployment of the CBT Process as well as a mechanism within 
GTI to offer commercial service associated with CBT and TCS technologies. In 
addition, this project is developing risk-based approaches to managing contaminates 
sediments. The sediment management approach is based upon a highly successfil 
program of GTI , the environmentally acceptable endpoint (EAE) program. 

TCS technology has the potential to successfully render DNAPL and other highly 
contaminated material “non-hazardous” in an in-situ manner. Research will develop 
data necessary to design the field implementation protocols during 200 1-2002. 

Our CBT Process can degrade PAHs at a faster rate and to a greater extent than 
conventional bio-remediation. Full-scale remediation using land-farming techniques, 
as well as, field experiments using slurry tanks have demonstrated the effectiveness 
of this integrated process. Field tests confirm that this process can meet some of the 
most stringent state clean-up guidance standards. Treatment costs for CBT is very 
reasonable. 

Status: 

A couple of full-scale remediation projects are, already underway that utilize GTI 
developed processes and/or site management practices. 
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MICROBIAL LEAK DETECTION & CONTROL 

Project: 80047 Period: 0 1/01/2002-Present 

Project J. Robert Paterek Principal 
Manager: e-mail: robert.paterek@gastechnology.org Investigators: J. Robert Paterek 

Obiective: To develop and deploy a biosensor system to detect and pinpoint pipeline leaks while 
concurrently originating/employing a pipeline leak “patch” using complementary 
bioengineered technology developed in the first objective. 

Leak pinpointing using biosensor system. Most bacterial species produce hormone or 
pheromone-like chemicals while growing in communities, such as found in leaking 
pipelines in sandy soils, Le. encrustations, nesting, and paydirt. These compounds 
enable bacteria in these communities (consortia or biofilms) to monitor and even 
control their population density in a process known as “quorum sensing.” These 
compounds which are used for a very sophisticated bacterial communication system 
may be detectable from the surface using biosensors to pinpoint leak locations 
without massive excavation. Since these bacteria communities consume the natural 
gas and coat or nest around the leaks, these activities minimizes the successfid 
application of commonly used detectors, such as explosive gas detectors and sonic 
sensors. The proposed biosensor would use these microbial activities to detect the 
leak in sandy soils and possibly other backfill material. The biosensor can be 
extremely sensitive and the signal quantified to ease in pinpointing and sizing the 
pipeline leak in order to supplement or replace the commonly employed leak 
detectors mentioned above. 

Pipeline leak control by bioengineered patch technology. The widely reported 
observation of the occurrence and activity of microorganisms associated with 
pipeline leaks reported as encrustation, nesting, or paydirt indicate the possibility to 
use this phenomenon to minimize or block these leaks. By understanding how and 
why encrustations occur (in “real world” and simulated sites), a bioengineered 
technology could be created to increase the rate of encrustation formation and 
broaden their occurrences under various soil or backfill conditions. This technology 
has a number of financial and safety advantages, for example, the “biological patch” 
would minimize or block the leak without excavation at low cost with the concurrent 
removal of natural gas from the leak vicinity to minimize explosion risk. 

Description: 

Status: Our laboratory is prepared to initiate this technology development in both leak 
pinpointing and leak mitigation (biological leaking pipeline patches) with the award 
of the requested funding. Expertise with the causative microorganisms from 
encrustations, biosensors, and soil microbial ecology need for “biological patches” 
exists in our laboratory. Preliminary work on previously collected encrustations from 
pipeline leaks have indicated proof-of-concepts for the proposed technologies, as 
well as identified some techniques required. 
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HIGH-EFFICIENCY PROCESS HEATING (GLASS, ALUMINUM, STEEL, ETC.) 

' Project: 80024 Period: 4/1/91 - Present 

Project David Rue 
Manager: e-mail: david.rue@gastechnology.org 

Obiective: 

Description: 

To reduce NO, emissions from regenerative glass melting furnaces while providing 
higher productivity and maintaining melt quality. 

A technique of oxygen-enriched air staging (OEAS) has been developed for reducing 
NOx emissions from glass melters with funding from SMP, GTI, Southern California 
Gas Co., and the U.S. Department of Energy. The technique requires only minor 
plant modifications. It reduces the combustion air to the burner to retard NOx 
formation and injects air (with oxygen enrichment) downstream in the furnace to 
complete the combustion. This technology also improves furnace production rates 
and avoids espensive options such as oxy-gas firing and electric boosting, thus 
avoiding plant closings in a market that uses over 200 BCF/y of natural gas. The 
OEAS process received an R&D 100 award in 1996. U.S. Patent No. 5,203,859, 
Canada Patent No. 2,094,690 and EPC Patent No. 56713 1B1 have been issued. 

Status: GTI and its commercial partner, Combustion Tec, Inc. (CTI), a division of Eclipse 
Combustion, first demonstrated the OEAS technology on endport regenerative glass 
furnaces. Three furnaces, operated by Anchor Glass Corporation, were converted: a 
150 todd furnace producing flint glass in Huntington Park, CA; a 200 todd furnace 
producing amber glass in Houston, TX; and a 320 todd flint glass furnace, also in 
Huntington Park, CA. As a result of the successful field conversions, showing 50% 
to 70% NO, reduction, CTI and Air Products and Chemicals both licensed the OEAS 
technology. 

OEAS was subsequently extended to sideport furnaces. Sideport furnaces provide 
nearly 65% of U.S. glass production. Owens-Brockway Glass Containers, the largest 
container glass producer in the U.S., hosted a field test of the OEAS technology on 
one of its sideport furnaces in Vernon, CA. The modified furnace has been in 
operation since February 1997. A 40% reduction in NO, levels is providing a low- 
cost control method for compliance with present local and state emission regulations. 

Commercial introduction has been very successful. OEAS has been installed on 7 
endport and 3 sideport glass furnaces. Additional American and European furnace 
are being considered for OEAS application. 

GTI, with funding from SMP, GRI, NYSERDA, and U.S. DOE, is also investigating 
the use of a high luminosity burner to further reduce NO, and increase productivity 
on oxy-gas glass furnaces. U.S. Patent No. 5,725,366 has been issued.. Prototype 
0.5 and 3 MM Btu/h oxy-gas, high-luminosity burners have been tested at GTI and 
CTI laboratories. These burners were found to increase thermal efficiency by more 
than 10 percent. Field testing of a 3 MMBtu/h commercial-scale burner on an Owens 
Corning fiberglass furnace and a 20 MMBtu/h burner on a PPG flat glass furnace has 
been ongoing since Nov. 2001. GTI and 
Combustion Tec will complete the full conversion of the OC fiberglass hrnace in the 
spring of 2002, and a new DOE NICE3 project will allow full cowersion of a PPG 
flat glass furnace to high luminosity burners. This technology is expected to become 
commercial in 2002. 

Both burners are performing well. 
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LOW-NO, BOILER BURNERS 

Project: 80029 Period: 6/1/94 - Present 

Project Richard A. Knight Principle 
Manager: e-mail: rick.knight@gastechnology.org Investigator: David F. Cygan 

Objective: To develop low emission burners for firetube and watertube boilers. One burner line 
will be designed to produce less than 10 vppm NO,. 

Description: Currently, a premixed, two-stage burner designed to force internal recirculation (FIR) 
of combustion products is under development. This concept avoids the need for 
external flue gas recirculation with its associated high capital and maintenance costs. 
A unique design brings secondary air either through or around the primary 
combustion zone. This enhances internal recirculation and lowers flame 
temperatures, thereby greatly reducing the formation of both ‘thermal’ and ‘prompt’ 
NO,. The design also maximizes heat transfer to the process fluid surrounding the 
combustion zone. 

This project receives significant co-funding from U.S. DOE and GTI-FERC. Our 
industrial partner is Coen Company Inc. for watertube boilers, Johnston Boiler 
Company for firetube boilers, and Peabody Engineering Corporation for mulit-he1 
watertube boilers in the steel industry. Two patents, U.S. Patent No. 5,350,293 and 
No. 5,462,430 have been awarded. See also concluded project 80022 entitled “Low- 
NO, Burner for Firetube Boilers.” 

After initial tests of smaller concept burners at GTI, a 20 X lo6 BtuAir prototype FIR 
burner was designed and is in operation on a watertube boiler system at Detroit 
Stoker’s production plant in Monroe, Michigan. NO, emissions have been lowered 
from 85 vppm to less than 10 vppm. Both CO and unburned hydrocarbon emissions 
are very low. The burner is able to achieve these low emissions over a 4 to 1 
turndown ratio without flue gas recirculation or diluent injection. The burner has 
demonstrated stable performance over a three year period of continuous operation. 

Status: 

More recently, a 60 X lo6 Btukr burner was installed on a Keeler watertube boiler at 
a Brewery in Southern California. Performance targets for NO, and CO emissions 
were met at 18 to 60 X lo6 Btukr NO, <9vppm and CO <30 vppm were achieved. 
The ability of the burner to achieve full load was demonstrated. The burner has been 
prepared to operate in automatic regime and providing steam for plant operations 
since July 2000. 

In a parallel effort, the FIR burner technology was chosen by the Department of 
Defense (DOD) for a demonstration at the Vandenberg Air Force Base (AFB) in 
California for small firetube and firebox boiler systems. This is a joint program 
between DOD and U.S. EPA entitled ENVironmental InVESTment (ENVVEST) 
which aims to bring defense installations into regulatory compliance. Vandenberg 
AFB has been selected as a DOD showcase. Our burner has already logged over two 
years of operation and is successfbl in meeting the design goals for this site: NO, 
emissions of less than 20 vppm. 

GTI is now working with our commercialization partners to transfer and license 
know-how for the manufacturer of a new low-emission family of FIR burners. 

18 

mailto:rick.knight@gastechnology.org


METHANE de-NOx@ REBURN PROCESS FOR 
COAL/BIOMASS-FIRED STOKER BOILERS 

Project: 80030 Period: 10/1/94 - Present 

Project Bruce Bryan 
Manager: e-mail: bruce.bryan@gastechnology.org 

Obiective: To demonstrate the use of the METHANE de-NOX@ reburn process as a control 
technique for reducing emissions from coal/biomass-fired stoker boilers. 

Description: About 6,000 stoker boilers are currently in operation in the United States. 
Historically, stokers have had problems with gaseous and particulate emissions, 
erosion, slagging, and fouling. Many are turning to ammonidurea injection to 
control NO, emissions; however, ammonia-slip and maintenance problems are 
causing serious concern and cost increases. This provides the opportunity for natural 
gas to capture a portion of this load by injecting 10% to 25% natural gas for NO, 
control. 

- Status: 

GTI has developed a natural gas reburning technology, METHANE de-NOX@ with 
funding support from SMP, GRI, DOE, and several gas utilities. See U.S. Patent 
Nos. 5,020,456, 5,205,227, 5,307,746 and related foreign patents. The technology 
reduces NO, emissions below current EPA regulation levels without increasing other 
undesirable emissions, Natural gas is injected together with recirculated flue gases 
(for enhanced mixing) above the combustion grate to create an oxygen-deficient 
zone. Overfire air is then injected at a higher furnace elevation to bum out the 
combustibles. This process effectively reduces NO, emissions by 50 to 70% and 
improves boiler efficiency by 1 to 2%. This technology received an Environmental 
Prize in Japan, a GRI Pace Setters Award, a 1997 R&D 100 Award, and in 1999 an a 
1999 American Forest and Paper Association Environmental and Energy 
Achievement Award, 

System designs are based on extensive pilot-scale development work and successful 
field evaluations. Technology demonstrations were conducted on a coal-fired plant 
owned by Cogentrix in Richmond, Virginia, on municipal solid wastes at the modern 
Olmsted County waste-to-energy facility in Rochester, Minnesota and by TAKUMA 
CO., LTD in Japan. Current project work hrther demonstrated this NO, control 
technique on a wood- and sludge-fired stoker boiler. A METHANE de-NOX@ 
system was retrofitted on Boise Cascade’s hog fuel boiler at it’s paper mill in 
International Falls, Minnesota. At present, the system has logged over 27 months of 
full-scale continuous operation. During this time the technology demonstrated stable 
and operator-friendly performance characteristics. No negative impacts from long- 
term operation have been observed. 

Results from a long-term performance comparison of the hog fuel boiler by the 1. 
Falls mill showed that for the year 2000 with METHANE de-NOXB in operation, 
$770,000 was realized in savings compared to I999 without METHANE de-NOX@. 
Annual sludge disposal and handling was reduced by 3,900 tons and emissions of 
NO, decreased by 52 tons. 
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METHANE de-NOX@ REBURN PROCESS FOR 
COALIBIOMASS-FIRED STOKER BOILERS con’t 

Commercial introduction of this technology has been highly successful. The 
METHANE de-NOXB reburn process is in operation on all eight coal-fired stoker 
boilers at the 240 W e  Cogentris power plant in Richmond, Virginia. In Japan, 
TAKUMA has announced two commercial sales for municipal waste-to-energy 
plants. Furthermore, Boise Cascade is seriously considering the technology for its 
hog fuel boilers at their Wallula, DeRidder, and Jackson pulp and paper mills. 
Baseline boiler testing for a METHANE de-NOXB retrofit at Wallula and also at a 
GEORGIA-PACIFIC mill in Port Hudson, LA. 

This technology promises to capture a significant new load for natural gas. 
TAKUMA CO., LTD has licensed the process in Japan and license negotiations are 
undenvay for the U.S. with Energy Systems Associates. 
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OSCILLATING COMBUSTION SYSTEMS 

Project: 8003 1 Period: 1/17/95 - Present 

Project Harry S. Kurek Principal 
Manager: e-mail: harry.kurek@gastechnology.org Investigator: John Wagner 

0 b i ect ive : To develop a simple, cost-effective retrofit technology to increase productivity and 
reduce NO, emissions from natural gas-fired, high-temperature industrial furnaces 
such as melters, reheat furnaces, calciners and forging furnaces. 

Oscillating combustion uses oscillation of the fuel and/or oxidant flow rate(s) to a 
combustor to create successive, fuel-rich and fuel-lean zones within the flame. This 
increases heat transfer (and therefore productivity) by enhancing flame luminosity 
and turbulence. NO, formation is reduced by avoiding stoichiometric combustion. 
In its simplest form, oscillating combustion is obtained by installing an oscillating 
valve and controller on the fuel supply line of existing burners. 

GTI has obtained a patent (U.S. Patent No. 4,846,665) and has teamed with 
Air Liquide to develop this technology. GTI efforts are aimed at developing air-gas 
oscillating combustion, while Air Liquide, with substantial in-kind co-funding, has 
been developing oxy-gas oscillating combustion. This strategic collaboration project 
has been co-funded by the California Air Resources Board, Columbia Energy Group 
- Energy Consulting Services, Gas Technology Canada, GTI-FERC, Southern 
California Gas Company, and the U.S. Department of Energy - Office of Industrial 
Technologies. 

Description: 

Status: 

In coordinated efforts, CeramPhysics, Inc. developed a solid-state proportioning 
(SSP) valve, now licensed to Safmatic (an Air Liquide affiliate), and GT 
Development Corporation developed a rotating disc valve ideal for use with 
oscillating combustion. 

We have evaluated oscillating combustion on standard industrial burners used in the 
steel, glass, metals, and ceramics industries. Tests at GTI and Air Liquide on these 
commercial burners have shown that oscillating combustion can provide up to a 13% 
increase in heat transfer while reducing NO, emissions by up to 75%. 

Several field demonstrations have been completed on air-gas fired furnaces. 
Oscillating combustion was tested on a stack annealing furnace at a Bethlehem Steel 
plant, with results of 24% energy savings and 32% NO, reduction. Test on a forging 
furnace at Shultz Steel showed a fuel savings of up to 3% and a NO, reduction of up 
to 49%. A steel plate reheating furnace will soon be converted at a Bethlehem Steel 
site. A recent oxy-gas conversion on a glass melter in Texas, now in operation for 28 
months, was highly successful. Fuel use and oxygen use have been reduced by 4% 
and 10-12%, respectively, while NO, emissions have been reduced by 55%. The 
crown temperature has been reduced by 30"-50°F, which leads to improved furnace 
operation. Conversion costs for this technology are very low. Air Liquide has 
obtained a worldwide, exclusive license for oxy-gas applications and a non-exclusive 
license for air-gas applications. GTI has recently licensed Synergistic Partners, Inc., a 
combustion and process control equipment supplier, for air-gas applications. 
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HIGH CAPACITY GAS-FIRED PAPER DRYING 

Project: 

Project 
Manager: 

Obiective: 

80042 Period: 8/15/95 - Present 

Harry S. Kurek Principal 
e-mail: harry.kurek@gastechnology.org Investigator: Yaroslaw Chudnovsky 

The primary objective of this project is to provide experimental confirmation of the 
technical and economic feasibility of an innovative, low cost, natural gas-fired 
cylinder paper dryer based on the dimple combustion concept, which would be 
suitable for both retrofit and new installations. 

Description: GTI is developing an innovative approach to natural gas-fired combustion systems 
designed for applications in paper dryers. This has the potential of significantly 
improving the drying efficiency, decreasing specific energy consumption and 
overcoming the limitations of pre-mixing while still producing stabilized combustion. 
The approach involves combusting natural gas and combustion air in relatively small- 
diameter hemi-spherical dimples. Natural gas is injected inside the dimple, while 
combustion air is supplied on the outside. The flow of combustion air generates a 
vortex inside the dimple, which result in excellent mixing of natural gas and air and 
creates highly stable combustion within the cavities. Each fired cavity forms its own 
flame that interacts with the flames from other dimples forming the vortex flame 
pattern. Preliminary tests have shown that combustion is stable over a wide range of 
air velocities. The flow of combustion gases together with radiation from the flame 
provides high convective as well as radiative heat transfer rates. Combustion air is 
progressively preheated by hot exhaust gases, thereby resulting in a thermal 
efficiency of over 75%. 

Status: A Consulting Agreement between GTI and Professor Raymond Viskanta (Purdue 
University) was fully executed. 

A dimple-combustion bench-scale unit (BSU) was fabricated according to the set of 
drawings by a local manufacturer (National Metal Fabricators, Inc.): 
- set of 5 dimpled plates 
- set of 20 natural gas injectors 
- two test sections (1.5” and 3/8” height) 
- inlet air preparation chamber 
- two transition sections 
- exhaust section 
- frameandstand - natural gas flow control unit (1 7 rotameters and valves) 

During the BSU fabrication period GTI worked closely with the manufacturer in 
engineering support of fabrication. The BSU was delivered to GTI’s Applied 
Combustion Laboratory (09-2 1-0 l), assembled and shakendown. 

Two site-review visits have been made to Western Michigan University in 
Kalamazoo, Michigan, to obtain pertinent information about the pilot scale paper 
dryer. A Test Matrix was prepared and testing was undertaken. Test results are 
currently being evaluated. 
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SUPER BOILER 

Project: 80043 Period: 11/01/00 - Present 

Project Richard Knight 
Manager: e-mail: rick.knight@gastechnology.org 

Obi ect ive : To develop advanced steam generation technologies to meet industrial needs in the 
next 20-25 years. It is envisioned that the Super Boiler will achieve ultra-high 
efficiency, will be smaller and lighter, cost less to manufacture and maintain, and 
produce ultra low emissions. Specifically, it is aimed at providing to gas customers: 
(1) 95% boiler thermal efficiency (2) 25% less manufacturing and maintenance cost 
(3) a foot print that is 50% smaller than similar sized conventional boilers; and (4) 
units that meet emission regulations beyond 2005. 

This project will investigate and apply fundamental concepts in combustion, heat 
transfer, and heat recovery related to steam generation. Modem boiler design 
concepts will be scrutinized in the process of developing a long-range RD&D 
program plan. At the same time, a first-generation Super Boiler will be designed and 
demonstrated with several innovative technical concepts in order to move 
significantly toward the stated goals. These advanced concepts include ultra-low- 
emissions combustion technology, high-intensity heat transfer methods, and heat 
recovery through flue gas moisture removal and latent heat recovery. All of these 
elements will be integrated into a compact boiler design. This prototype Super Boiler 
will then be built and field evaluated. 

GTI and its funding partners, DOE, SoCal Gas, and SMP are focused on the first task 
of developing the concept for the Super Boiler. This includes designing a laboratory 
scale design using various technologies that will undergo vigorous testing to meet or 
exceed both the environmental and ultra efficiency goals. The work is expected to 
result in a prototype design, fully evaluated and ready for scale up by early 2005. A 
technology and economic assessment study is scheduled for completion by mid-2002. 
The eventual product is aimed at serving the majority of large industrial, commercial, 
and institutional boilers throughout the world. Estimated savings to U.S. industry 
alone with Super Boilers capturing a majority of the market would be over $10 
billion per year. 

Description: 

Status: 
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SELF OPTIMIZING COMBUSTION SYSTEM 

Project: 80044 Period: 8/15/95 - Present 

Project David Rue Principal 
Manager: e-mail: david.rueO,eastechnoloev.org Investigator: Serguei Zelepouga 

0 b i ect ive : To develop an advanced natural-gas-fired, high-temperature melting and/or fixation 
process. 

Descriotion: To successfully meet the targets of this advanced combustion system, several proven 
combustion control technologies must be combined. These include: 
0 Firing a burner in a reverberatory furnace under oxygen-enriched conditions to 

improve energy efficiency, raise furnace production rate, reduce NO, emissions, 
and not damage the refractory 

0 Designing and operating a burner with an adjustable flame shape, a ‘flex-flame’ 
burner, that can undergo flame shape adjustment at constant firing rate and can 
maintain flame shape at changing firing conditions 
Using a non-intrusive optical sensor, such as a chemi-luminescent C2+ sensor, to 
monitor and control the flexible burner 
Maintaining a hybrid flame with two reaction zones: a hel-rich reaction zone 
above the surface of the bath to prevent oxidation and dross formation, and a fuel- 
lean combustion zone on the top of the flame to complete burnout of carbon 
monoxide and unburned hydrocarbons 

0 Decreasing dross formation by eliminating bath exposure to oxygen and by 
controlling temperature of the bath 
Integrating the fles-flame burner(s) with the optical sensor using an advanced 
combustion control system 

All of these combustion system characteristics are to be combined in the high- 
efficiency low-dross combustion system for reverberatory furnaces to provide 
increased production rate, higher energy efficiency, and significantly lower dross 
generation. 

Status: To date, the following has been accomplished: 
Lab-scale flex flame burner was designed, fabricated, and tested 
Flue gas - aluminum melt chemical physical and interactions were investigated. 
Flame sensor was designed, fabricated, assembled and tested 
SOCS computerized flow control system has been designed fabricated and tested. 
Varies flame’s configurations, including oxidizer controlled hybrid flames have 

Optical measurements of the flex flames parameters have been validated with 
been established and tested 

conventional flame and flue gas measurements 

Next: A pilot-scale version of the flex-flame burner is currently being designed. This 
burner will be tested independently and together with the flame ricMean sensor. 
After successful laboratory trials, a commercial-scale burner will be fabricated and 
tested on an aluminum reverberatory furnace for scrap aluminum melting. 
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Project : 80033 

SUBMERGED COMBUSTION MELTER 

Period: 8/15/95 - Present 

Project David Rue 
Manager: e-mail: david.rue@gastechnology.org 

Obiective: To develop an advanced natural-gas-fired, high-temperature melting and/or fixation 
process. 

Descrbtion: Submerged combustion melting is a natural gas-fired combustion technology with 
applications in a wide range of industries. Natural gas and oxidants are fired into and 
under the surface of a bath of melted material. Combustion products bubbling 
through the bath create turbulence, which provides very effective heat transfer and 
enhances melt homogeneity. The overall gas temperature is reduced, and NO, 
formation is consequently lower. In addition, feed materials are added in a manner 
that traps condensables and returns them to the bath. The thermal efficiency of the 
melter is increased by complete conversion of any organic material in the melt. 
Producing a melt by this process has significant cost and operating advantages over 
other high-temperature melting methods. U.S. Patent No. 4,877,449 has been issued. 

This technology is already in commercial use in the Ukraine and Belarus for the 
production of mineral wool using air-natural gas firing techniques. Further 
development using oxygen-natural gas (oxy-gas) firing should provide an effective 
method for producing a number of mineral melts and should be more effective in 
treating difficult wastes with a minimum of pretreatment. 

Status: A 500 lbhr  submerged combustion melter has been installed at GTI. Osy-gas fired 
demonstration tests have been conducted using basalt, basaltldolomite, cement kiln 
dust (CKD), and sodium silicate feed materials. Escellent melt products were 
produced over a wide range of operating conditions. Efforts are focused on 
developing SCM for the most promising applications. Engineering feasibility studies 
have identified these applications, and they include production of mineral wool, 
glass melting (sodium silicate, fiber, etc.), recycle of scrap fiberglass, blended cement 
production from cement kiln dust, and vitrification of hazardous and non-hazardous 
wastes such as electric arc furnace (EAF) dust and spent aluminum po the r .  

SCM engineering feasibility studies have been completed for three mineral wool 
plants. These studies show significant savings and dramatic reductions in solid and 
gaseous wastes over current production methods while providing a 2 to 4-year return 
on investment for sites in Indiana and North Carolina. A detailed engineering 
assessment, conducted with SMP and GRI support, has been completed for one of 
these mineral wool companies. 

Licensing negotiations are in progress for the first U.S. submerged combustion 
melting plant. An independent company will use this facility to convert electric arc 
furnace dust and other wastes to valuable by-products including loose grain blast 
abrasives. 
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BCHP/ADVANCED COOLING SYSTEMS 

Project: 

Project 
Manager: 

0 b i ect ive : 

Desc r iD  t io n : 

Status: 

80016 Period: 10/1/88 - Present 

Marek Czachorski Principal 
e-mail: marek.czachorski@gastechnology.org Investigators: Marek Czachorski 

KenKountz 
William Ryan 

To assess, design, and test new concepts for natural gas cooling systems. 

The goal of this project is to evaluate new and advanced gas cooling concepts 
designed to offer a significant improvement in overall efficiency and to reduce the 
cost of gas cooling equipment. Significant co-funding is provided by GTI-FERC. 

A computer program is available that analyzes the effectiveness of using mised 
refrigerants in heat pumps. Two patents, U.S. Patent No. 5,165,254 and No. 
5,186,012 have been granted. 

In the previous stage of the program studies of using spray absorbers in multi-effect 
absorption systems to reduce cost and unit size were completed. In cooperation with 
Trane Co. we evaluated the effectiveness of this spray system in a new triple-effect 
absorption chiller and developed an initial design concept that showed a definite cost 
saving potential. 

Currently, we are working on advanced desiccant systems. We are evaluating a 
broad range of desiccant materials and matrices. These are the most important and 
expensive building blocks of desiccant cooling and dehumidifying machines. New, 
low-cost and low reactivation temperature desiccant wheels have been identified and 
performance testing is in progress. We are also designing improved desiccant 
dehumidifier control systems. 

In a concurrent effort, two sophisticated software tools have been developed to aid in 
the evaluation and marketing of gas cooling equipment. The first, DESICALC@., 
allows users to run simulations that compare building energy costs for desiccant 
dehumidifier-enhanced equipment versus a wide range of conventional air- 
conditioning units. The second, a Gas Cooling Guide, provides easy-to-understand 
technology descriptions, a large library of case studies, an estensive product 
catalogue, and economic analyses for numerous gas cooling applications. The tool 
compares the performance of conventional electric equipment with natural gas 
absorption, engine-driven, or desiccant cooling systems. Both software tools include 
templates for 14 typical commercial applications and include the DOE 2.1E 
computational engine to assure accuracy. Both programs accept user supplied utility 
rates. Typical utility rates for 16 major North American cities are provided. In 
addition, the most current weather database - NREL TMY2 - for over 230 cities in 
the United States is incorporated. To distribute these software products InterEnergy 
Software, Inc. has been formed.(See www.intereneravsofiware.com.). Over 1,200 
professionals are already using the products purchased from this company. Newest 
version of the Gas Cooling Guide, GCG Pro serves the needs of HVAC designers, 
facilities managers and operators, and utilities and equipment marketing 
professionals. This version of the software also allows evaluation of HVAC 
equipment retrofit options. Currently, an upgraded 32-bit version of all three software 
products, compatible with Windows 2000 operating system, are being released. 
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NGV FUELING STATION AND COMPONENTS 

Project: 80009 Period: 10/1/85- Present 

Project John A. Kinast/ William E. Liss Principal 
Manager: e-mail: john.kinast@gastechnology.org/ Investigators: John Kinast 

william.liss@gastechnology.org 

0 b i ective : 

Description: 

Develop a dedicated natural gas-fueled vehicle technology base to support the use of 
natural gas as a transportation fuel. 

The focus of this coordinated GTI research project is to reduce the cost and/or 
improve the performance of NGV fueling stations. Current activities include (1) the 
design and development of a new CNG dispenser, (2) testing and deployment of an 
integrated CNG fueling system, and (3) revision to the GTI-developed CASCADE 
NGV fuel station sizing program. The revised CASCADE program will incorporate 
new features, including an option for hydrogen fueling. 

Status: In the advanced dispenser task, we are working with Tulsa Gas Technologies - a 
leading dispenser manufacturer. The TGT lower-cost CNG fueling dispenser, 
provides advanced features such as an integrated card reader, keypad, and receipt 
printer. The dispenser provides a lower installed-cost alternative to the separate 
dispenser and customer pedestal currently in use. The new dispenser consolidates 
functions within one cabinet and reduces the overall component count. The dispenser 
electronics have received CSA approval. The dispenser allows "near plug and play" 
upgrading from the basic model with card reader or printer when desired by the 
owner. 

In the fueling station task, the City of Chicago approved an ordinance to sole-source 
the project to GTI. GTI is working with Chicago and the other Municipalities to 
deploy nine standardized CNG stations packaged. The stations will be installed 
during 200 1. 

These fueling stations will be similar in design to support replication and relocation. 
In addition to the station installation, GTI will provide start-up and operational 
training and coordinate maintenance services and emergency backup supply. This 
will serve as input into the industry effort to develop a "best practice" guideline for 
NGV fueling stations. A Phase I1 program will target the installation of other stations 
during 2002 in the Chicago metro area. 

On the CASCADE fuel station sizing task, work has begun to update this program to 
make it compatible with current versions of Windows and to add in new features 
requested by users. The revised version will also include an option to permit fill 
analysis using hydrogen. 
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DETC - Advanced Distributed Generation Controls 

.. 

Project: 

Project 
Manager: 

0 b iect ive : 

8004 1 Period: 2/1/00 - Present 

Ted Bronson Principal 
e-mail: ted.bronson@gastechnology.org Investigators: Todd Kollross 

Mike Connolly 

To provide a facility and expertise for testing and monitoring of small (10-300 kW) 
power generation equipment (microturbines, reciprocating engines, fie1 cells, and 
associated heat recovery equipment) geared for distributed generation applications in 
commercial and residential markets. 

Descrktion: The Distributed Energy Test Center (DETC) is being designed for two primary 
purposes: 1) To provide a facility to prove performance (efficiencies and emissions) 
of equipment, systems, and control schemes associated with small scale Distributed 
Generation applications prior to its implementation in the field and major utility 
investment, and 2) To provide remote web- based monitoring capability of multiple 
installations to build a case for the reliability performance of these distributed 
generation units. It is the intent of the DETC that it be utilized by member utilities to 
test and prove applications that are designed specifically for use at their client’s 
facilities (such as specific hotels, convenient stores, supermarkets, nursing homes, 
etc.). The testing performed will be designed specifically for each unique application 
and installation to minimize risks associated with installation of this equipment at 
member client’s facilities. An advisory group of SMP members (the DEAG) has been 
established to provide direction to the DETC and to advise GTI of additional projects 
that can accelerate deployment of DG technologies. 

The original facility design has been steered towards the testing of microturbines. To 
prove that the equipment will perform under worst case environmental conditions, 
the test center is designed to vary electrical load, intake air temperature, gas pressure, 
air intake pressure, and exhaust pressure, and record parameters on a data acquisition 
system. To put electrical load on the equipment, the initial test center is equipped 
with load banks, however, interconnection and enhanced power quality monitoring 
capability is currently being added. Remote monitoring system development 
involves the design and construction of a monitoring box that will be installed on 
each machine. This box will be connected through the internet to a password 
protected web-site. Web based software will be designed to provide real time data 
and graphs on equipment performance. 

Status: The DETC has been constructed, test procedures have been developed and 
microturbine testing has been completed for one utility. The remote monitoring 
system and its web interface have been constructed (alpha version), lab tested, and 
installed at a utility site. Work currently underway includes expanding the facility to 
provide for gird interconnection, enhanced power quality monitoring system beta 
version; development of a “DG Equipment Intelligence Report”, as directed by the 
DEAG, and; additional microturbine testing. 
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SMP INVENTION DISCLOSURES 

GAS OPERATIONS 

95-1362 
97-1394 
97-1401 
97-1402 
99-1432 
00- 1447 
00-1448 
96-1 388 

Pressure Invariant Gas Safety Shutoff Valve 
Acoustic Locator 
An Ultra-Low Power Method of Transmitting Information 
Customer Account Display Enhanced Thermostat 
Enhanced Acoustic Detection of Gas Leaks in Underground Pipes 
Electronic Marker for Buried Valve Boxes 
Electronic Marker for Metallic Valve Covers 
NFM Process for Removal of Impurities From Gas Streams 

ENVIRONMENTAL SCIENCE & TECHNOLOGY 

96- 13 80 
00-145 1 

00- 1467 

Use of Sodium Citrate as Chelator for Enhancement in Fenton’s Reaction 
Thermochemical Solidification of Dense Nonaqueous Phase Liquids at 
Contaminated Sites 
The Use of Vapor Pressure Characterization to Identi@ Sources of Rapidly Released 
Contaminants at Contaminated Sites 

00- 1468 A Novel Method of Operation of Zero Head Space Conditions for Volatile and Semi- 
Volatile Compounds for Partitioning and Contaminant Release Rate Determination 

ENERGY UTILIZATION 
95- 1369 Staged Combustion Utilizing Forced Internal Recirculation 
97-1393 High-Efficiency, Low-Pollutant Emission Cyclonic Firctube Boiler 
99-1427 Advanced METHANE de-NOX@ for Stoker Boilers 
99-143 1 Advanced Forced Internal Recirculation Burner 
99-1434 Self-Recuperated, Low-NO, Flat Radiant Panel 
00-1466 Method and Apparatus for Advanced Two-Staged Combustion Utilizing Forced 

Internal Recirculation 

ENERGY SYSTEMS 

94-1350 A Simplified Air-Cooled Lithium Bromide Absorption Air Conditioner 

96-1 385A 

00-1440 Novel High Efficiency Deep Fryer 
00-1441 0 High-Efficiency Ultra Low-Emission Boiler/Heater 
00- 1443 Bakery Oven Steam Generator 
02-1485 

Utilizing Sprays 
Cooking Procedure to Eliminate Discoloration (Pink Color) From Cooked 
Meat 

Method for Locally Deploying Pipeline Protecticll Compounds on demand 

* New Addition in 2002 
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SMP PATENTS 

GAS OPERATIONS 

80-928 0 Sonic Dete ti n of Gas Leaks in Underground Pipes 
-- U.S. Patent No. 4,455,863 (June 26, 1984). 
Inventors: James E. Huebler and Jeffrey M. Craig. 

Abstract: An apparatus and process for locating gas leaks in underground pipelines by 
detection of sound waves created by the leaking gas. The Apparatus and process uses a 
sound transducer attached to an elongated probe inserted in the ground for a substantial 
portion of its length. The passive sonic detection apparatus and process of this invention 
provides improved sensitivity for detection of sounds created by leaking gas and thereby 
more accurate pinpointing of the gas leak in an underground pipeline. 

87-1096A 

--U.S. Patent No. 4,987,924 (January 29, 1991) and U.S. Patent No. 5,232,018 (August 3, 1993). 
Inventors: William F. Rush, Dennis L. Sadowski and Hyman A. Todres. 

0 Interchangeable Automated Porting Valve and Assembly 
87-1 096C 

Abstract: Covers a remotely-operated plug valve capable of being repaired or modified in 
place. The use of several plug valves results in a parallel porting valve assembly. 

88-1161 
-- U.S. Patent No. 5,027,644 (July 2, 1991). 
Inventors: Christopher J. Ziolkowski and James E. Huebler. 

e Method and Apparatus for Injecting Acoustic Signals Into Live Gas Mains 

Abstract: A modified pressure regulator concept is used to inject acoustic signals into 
pressurized gas mains. Such signals can be used to locate piping or help in mapping 
distribution systems. 

89-1175 0 Process and Apparatus for Insertion of Robots in Gas Distribution Systems 
-- U.S. Patent No. 5,660,202 (August 26, 1997). 
Inventors: William F. Rush, Jr., Bruce K. Campbell, Kenneth C. Hardy and Lynn A. Sweetwood. 

Abstract: A hot tap apparatus for insertion of a controllable device into an in-service 
pipeline. The insertion end of the housing is sealable. The apparatus includes cutting 
apparatus for cutting an opening in the pipe sized to receive the controllable device 
disposed in the housing. 



e .  

SMP PATENTS (Cont.) 

96-1384 Method for Application of Protective Polymer Coating 
-- U.S. Patent No. 6,146,709 (November 14, 2000); Applications field in Mexico and Canada 
Inventors: Joseph M. Katz, William F. Rush, Jr., Victor Tamosaitis 

Abstract: A process for application of a protective coating to a steel, concrete, or wooden 
structure so as to provide protection against corrosion, weathering, or other environmental 
damage in which the surface to be protected is heated to a temperature in a range of about 
75'F. to about 150°F. after which a liquid thermoset primer is applied to the heated material 
in two stages. The first portion is solidified by heating and then coated with a second 
portion, forming an uncured liquid thermoset outer primer layer. A melted polymer powder 
layer is then applied by flamespraying over the uncured liquid thermoset primer layer, 
forming an intermediate polymer powder layer embedded in the uncured liquid thermoset 
primer layer. The intermediate melted polymer powder layer is then heated to a flow 
temperature of the polymer powder and a second layer of melted polymer powder is applied 
over the intermediate polymer powder layer which then cools to form the final protective 
coating. 

97-1390 Remote Cathodic Protection Monitoring System 
-- U.S. Patent No. 5,999,107 (December 7, 1999); Applications filed in PCT Countries (India, Japan, and 
European France Patent Ofice). Inventors: Joel Cooper, Albert W. Gershman, Joe W. McCarty, 
Arthur Shapiro and Christopher J. Ziolkowski 

Abstract: A cathodic protection monitoring system for metal objects comprising a 
transponder, a sacrificial anode and a reference electrods buried underground in close 
proximity to the buried metal object to be protected. The system further comprises a 
portable transceiver disposed above ground tuned to a frequency of the transponder. Power 
for the operation of the transponder is drawn from the cathodic protection circuit, thereby 
obviating the need for connections to above ground power supplies. 

ENVIRONEMENTAL SCIENCE & TECHNOLOGY 

9 1-1 272 
-- U.S. Patent No. 5,307,748 (May 3, 1994) and Canada Patent No. 2,109,995 (June 16, 1998). 
Inventors: Mark J. Khinkis and Hamid A. Abbasi. 

Cyclonic Thermal Treatment and Stabilization of Industrial Wastes 

Abstract: A process and apparatus for thermal treatment and stabilization of waste 
materials in which waste material is introduced into an uppermost first combustion-zone of 
a vertically oriented combustion chamber and a he1 and an oxidant are tangentially 
injected into the first combustion zone, oxidizing at least a portion of any organic material 
in the waste materials and melting at least a portion of any inorganic material in the waste 
materials. A second portion of fitel and oxidant is injected into a second combustion zone 
immediately below and in communication with the first combustion zone, melting any 
remaining inorganic material in the waste material. 
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SMP PATENTS (Cont.) 

90-1 229 0 Integrated Chemical/Biological Treatment of Organic Waste 

-- U.S. Patent No. 5,610,065 (March 11, 1997); Applications filed in Canada and Mexico. 
Inventors: Robert L. Kelley, Andy H. Hill, Vipul J. Srivastava, W. Kennedy Gauger and 
John J. Kilbane. 

90-1252B 

Abstract: A process for improved remediation of polynuclear aromatic hydrocarbon 
and/or polychlorinated hydrocarbon contaminated materials by integrated 
chemicalhiological treatment comprising contacting the organic waste with hydrogen 
peroxide in the presence of ferrous ion oxidizing the organic waste and producing more 
readily biodegradable hydrocarbon product materials, and then biodigesting the product 
materials by aerobic and/or anaerobic biodigestion. 

91-1279 0 Adsorption of PCBs Using Biosorbents 
-- U.S. Patent No. 5,750,065 (May 12, 1998). 
Inventor: John J. Kilbane, 11. 

Abstract: A method for producing biosorbents for adsorption of PCB’s in which at least 
one proteinaceous material is contacted with a molar excess of at least one PCB congener 
mixture, forming a protein/PCB congener mixture. The protein/PCB congener mixture is 
dried after which the PCB congeners are extracted from the dried proteinPCB congener 
mixture forming a biosorbent in the form of an imprinted protein. 

95-1363 Sequential Biological/Chemical/Biological Treatment of Organic Wastes 
-- U.S. Patent No. 5,955,350 (September 21, 1999); Applications filed in the EPC, Canada, India, Japan 
and Mexico. 
Inventors: Bhupendra K. Soni, Kevin Kayser, Robert L. Kelley and Vipul J. Srivastava. 

Abstract: A process for remediation of contaminated solid materials comprising 
polynuclear aromatic hydrocarbon contaminated solid materials, polychlorinated 
hydrocarbon contaminated materials, and mixtures thereof by sequential 
biological/chemicalhiological treatment. 

ENERGY UTILIZATION 

86-1090 Process and Apparatus for High-Temperature Combustion (Abandoned) 
-- U.S. Patent No. 4,828,481 (May 9, 1989). 
Inventors: Sanford A. Weil, Tian-yu Xiong and Donald K. Fleming. 

Abstract: Covers a process and apparatus for high-temperature combustion in a 
combustion chamber with hvo opposed porous plates, whereby increased combustion 
temperatures are achievable through internal radiant energy recuperation. The 
high-temperature combustion apparatus and process can achieve superadiabatic combustion 
temperatures that are especially suitable for applications such as waste disposal and 
incineration. 
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SMP PATENTS (Cont.) 

85-1069 Fuel Combustion 
-- U.S. Patent No. 4,846,665 (July 11 ,  1989). 
Inventors: Hamid A. Abbasi. 

Abstract: Process and apparatus for fuel combustion providing oscillation of fuel or 
combustion air provided to a burner to generate successive fuel-rich and fuel-lean zones in 
a flame thereby reducing NO, emissions. 

82-987 
-- U.S. Patent No. 4,877,449 (October 31, 1989). 
Inventor: Mark J. Khinkis. 

0 Vertical Shaft Melting Furnace and Method of Melting 

Abstract: A vertical shaft, melting furnace wherein meltable solids are charged to the 
upper region of a bed supported only by a fluid cooled support grid having openings 
smaller than the average diameter of the charged solids. Submerged combustion is 
maintained in a melt pool below the bed of solids and combustion product gases are passed 
upwardly through the bed of solids preheating and melting a substantial portion of the 
solids. 

87-1091 Ultra-Low Pollutant Emission Combustion Process and Apparatus 

-- U.S. Patent Nos. 5,013,236 (May 7, 1991) and 5,158,445 (October 27, 1992); for the latter see also 
EPC (Belgium, France, Italy, Netherlands, and United Kingdom) Patent No. 463,277 (September 2 1, 
1994); Geman Patent No. 69,012,805 (March 16, 1995); and Japan Patent No. 2,619,973 (March 1 1 ,  
1397). 
Inventor: Mark J .  Khinkis. 

87-1091A 

Abstract: An apparatus and method for ultra-low pollutant emission combustion of fossil 
fuel wherein an elongated cyclonic primary combustion chamber introduces the first fuel 
portion of about 1 percent to about 20 percent of the total fuel and primary combustion air. 
A second fuel portion is introduced into the secondary combustion chamber with secondary 
combustion air. In preferred embodiments, cyclonic flow is maintained through the 
combustor. This device is ideal for direct air heating applications. 

87-1125 
-- U.S. Patent No. 5,020,456 (June 4, 1991); Canadian Patent No. 2,036,944 (September 19, 1995); EPC 
(Denmark, France, Germany, Netherlands, Sweden, and United Kingdom) Patent No. 445,070 (July 14, 
1993); and Japan Patent No. 2,026,049 (February 26, 1996). 
Inventors: Mark J. Khinkis, Hamid A. Abbasi, Robert A. Lisauskas and Daniel C. Itse. 

- 4 J . S .  Patent No. 5,205,227 (April 27, 1993). 
Inventors: Mark J. Khinkis and Hamid A. Abbasi. 

-- U.S. Patent No. 5,307,746 (May 3, 1994). 
Inventors: Mark J. Khinkis and Hamid A. Abbasi. 

Process and Apparatus for Emissions Reduction From Waste Incineration 

87-1 l25B 

87-1 125BD 

Abstract: A process and apparatus for combustion of waste such as municipal solid 
waste, refuse derived fuel or other comparable solid waste. Natural gas injection into the 
combustor chamber and flue gas recirculation (for mixing) are used to simultaneously 
reduce nitrogen oxides, carbon monoxide, chlorinated hydrocarbon and other emissions. 
The process has been termed METHANE de-NOX.SM 
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SMP PATENTS (Cont.) 

87-1125A Process and Apparatus for Reducing Pollutant Emissions in Flue Gases 
-- U.S. Patent No. 5,105,747 (May 26, 1992) and Japan Patent No. 2,643,720 (May 2, 1997). 
Inventors: Mark J. Khinkis, Jitendra G. Patel, and Amirali G. Rehmat. 

Abstract: A combustion process and apparatus for simultaneously reducing nitrogen 
oxides, sulfur oxides and hydrogen chloride in a high temperature furnace. A combustible 
material is introduced and combusted within the furnace, forming a primary combustion 
zone. Combustion air, sorbent and a first portion of hydrocarbon fuel are mixed and 
combusted within a calciner to form a product gaskalcined sorbent mixture. The product 
gadcalcined sorbent mixare and a remaining portion of fuel are injected into the furnace, 
forming an oxygen deficient secondary combustion downstream of the primary combustion 
zone. Overfire air is injected into the furnace, forming an oxidizing tertiary combustion 
zone downstream of the oxygen deficient secondary combustion zone. The process has 
been termed METHANE de-TOX. 

86-1 088 
Transfer and Pneumatic Losses (Abandoned) 
-- U.S. Patent No. 5,116,137 (May 26, 1992). 
Inventors: Tian-yu Xiong and Lloyd McHie. 

Temperature Measuring Pyrometer Probe That Compensates for Radiation Heat 

Abstract: An apparatus and process for a temperature measuring pyrometer probe that 
measures gas temperatures above the melting point of conventional thermocouple material. 
The apparatus is used to calculate radiation heat losses and compensate for pneumatic 
cooling from the thermocouple junction of the pyrometer probe. A thermocouple junction 
is mounted within a throat section of a nozzle. The pyrometer probe is intermittently 
cooled with gas by pulsing reverse cooling gas flow through the pyrometer probe. A 
computing system calculates radiation heat transfer losses, pneumatic cooling of the 
pyrometer probe, and instantaneous gas temperatures. 

92-1294 Method for Two-Stage Combustion Utilizing Forced Internal Recirculation 
-- US. Patent No. 5,350,293 (September 27, 1994). 
Inventors: Mark J. Khinkis, H. Abbasi, and David F. Cygan. 

Abstract: A method and apparatus for two-stage combustion in which a mixture of fuel 
and primary combustion air is burned in a primary combustion zone, the primary 
combustion air comprising less than a stoichiometric requirement for complete combustion 
of the fuel, and where a portion of cooled partial combustion products formed in the 
primary combustion zone is recirculated. Additional combustion air is introduced into a 
secondary combustion zone. 
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SMP PATENTS (Cont.) 

88-1166 0 Process and Apparatus for Cyclonic Combustion 

-- U.S. Patent No. 5,462,430 (October 31, 1995) and Japan Patent No. 2,662,175 (June 13, 1997). 
Inventor: Mark J. Khinkis. 

88-1 169A 

Abstract: A process and apparatus for cyclonic combustion with ultra-low pollutant 
emissions and high efficiency wherein a fuel and primary combustion air mixture is 
tangentially injected into a reducing primary combustion zone of a cyclonic combustor. 
Secondary combustion air is tangentially injected into an oxidizing secondary combustion 
zone of the cyclonic combustor. Primary combustion products from the reducing primary 
combustion zone are mixed with the tangentially injected secondary air for completing 
combustion within the oxidizing secondary combustion zone. The walls of both zones are 
cooled, making this device ideal for watertube boilers. 

87-1 126 Low Pollutant-Emission, High-Efficiency Cyclonic Burner for Firetube Boilers and 
Heaters 

87-1 127 
87-1131 
87-1 132 
-- U.S. Patent No. 5,209,187 (May 11 ,  1993). 
Inventors: Mark J. Khinkis. 

Abstract: A low pollutant emission, high efficiency cyclonic burner and cyclonic 
combustion process for firetube boilers and heaters in which the combustion air required 
for complete combustion is introduced into the cyclonic burner in stages. 

91-1254 Oxygen-Enriched Combustion Method 
-- US. Patent No. 5,203,859 (April 20, 1993); Canada Patent No. 2,094,690 (June 16, 1998); and EPC 
(France, Germany, Italy, and United Kingdom) Patent No. 567 13 1B 1 (December 1 1 ,  1997); Application 
filed in Mexico. 
Inventors: Mark J. Khinkis and Hamid A. Abbasi. 

Abstract: A process and apparatus for osygen-enriched combustion of a fuel in an 
industrial furnace in which a preheated primary oxidant from a heat exchanger and a fuel to 
be combusted are introduced into a combustion chamber and ignited. A secondary oxidant 
having an oxygen concentration in excess of the concentration of oxygen in air is 
introduced into the combustion chamber downstream of the flame, submerged combustion, 
and the resulting combustion products are exhausted. This process has been termed OEAS. 

87-1126 Cyclonic Combustion 
87-1127 
87-1131 
87-1132A 
-- U.S. Patent No. 5,220,888 (June 22, 1993); and Japan Patent No. 2,955,432 (July 16, 1999); Canada 
Patent No. 2075150 (September 21, 1999).. 
Inventors: Mark J. Khinkis and Hamid A. Abbasi. 

Abstract: A process for cyclonic combustion whereby fuel and oxidant are mixed prior to 
injection into the combustion chamber. This device is ideal for firetube boilers. 
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SMP PATENTS (Cont.) 

92-1293 0 Gas-Fired, Porous-Matrix, Surface Combustor-Fluid Heater 
-- U.S. Patent No. 5,375,563 (December 27, 1994); Canada Patent No. 2,127,742 (May 20, 1997) 
Abandoned 5.30.01; Japan Patent No. 2,688,325 (August 22, 1997) Abandoned 5.30.01; and Korea: 
Patent No. 240836 (October, 29, 1999) 
Inventors: Mark J. Khinkis and Tian-yu Xiong. 

Abstract: A porous matrix, surface combustor-fluid heating apparatus that includes a 
combustion chamber with a cooled flow distributor supporting a stationary porous bed 
within the combustion chamber, porous bed heat exchanger means embedded in the 
stationary porous bed and a means for introducing a fueyoxidant mixture into the bed. Said 
heyoxidant mixture burning in the stationary porous bed. 

94-1337 Staged Combustion in a Porous-Matrix Surface Combustor to Promote Ultra-Low 
NO, Emissions 

94-1293B 
-- U.S. Patent No. 5,476,375 (December 19, 1995); Mexico Patent No. 188,857 (May 7, 1998); and 
France Patent No. 9,512,285 (October 9, 1998); Canada Patent No. 2159870 (February 13,2001) 
Inventors: Mark J. Khinkis, Hamid A. Abbasi, and Thomas D. Briselden. 

Abstract: A porous matrix, surface combustor-fluid heating apparatus in which 
combustion of a fuel/oxidant mixture is carried out in stages within a stationary porous bed 
disposed in a combustion chamber. A fuel-rich fUel/oxidant mixture is burned within a 
region of the stationary porous bed disposed near the inlet end of the combustion chamber, 
forming a primary combustion zone. A secondary oxidant is introduced into the stationary 
porous bed downstream of the primary combustion zone forming a secondary combustion 
zone. Finally, heat resulting from the combustion is removed by fluid flowing through heat 
exchanger tubes embedded within the stationary porous bed. 

92-1293A Gas-Fired, Porous-Matrix, Combustor-Steam Generator 
-- U.S. Patent No. 5,544,624 (August 13, 1996). 
Inventor: Tian-yu Xiong. 

Abstract: A porous matrix, surface combustor-fluid heating apparatus, as practiced in 
U.S. Patent No. 5,476,375, that uses at least one vertically oriented, fluid-cooled tube 
within the porous bed. 

93-1320A High-Heat Transfer, Low-NO,, Oxygen-Fuel Combustion System 
-- U. S. Patent No. 5,725,366 (March 10, 1998); and Pakistan Patent No. 135792 (May 12, 1999); 
Applications filed in Canada, the EPC, India, Japan, and Mexico. 
Inventors: Mark J. Khinkis, Hamid A. Abbasi and Roman E. Grosman. 

Abstract: A process and apparatus for combustion of a heyoxidant mixture in which at 
least a portion of the fuel is preheated and, thereafter, burned with any remaining portion of 
fuel in a flame having fuel-rich zones, thereby forming soot within the resulting flame to 
produce a luminous, high heat transfer, low NO, flame. 
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SMP PATENTS (Cont.) 

93-1319 
-- U.S. Patent No. 5,881,756 (March 16, 1999);Pakistan (Patent No. 135798 [June 7, 19971) and 
application filed in India. 
Inventors: Hamid A. Abbasi, Mark J. Khinkis and David F. Cygan. 

Abstract: A process and apparatus for premixing a gaseous fuel and air. 

Process and Apparatus for Homogeneous Mixing of Gaseous Fluids 

97-1397 
,Combustible Material” 
-- U.S. Patent No. 5,934,892 (August 10, 1999); Applications filed in the PCT Countries of EPC, Canada, 
India and Japan. 
Inventors: Iosif K. Rabovitser, Mark J. Khinkis and Michael J. Roberts. 

0 Process and Apparatus for Emissions Reduction Using Partial Oxidation of 

Abstract: A process for combustion of a combustible material in which a primary 
combustible material is introduced into a combustion chamber having an upstream primary 
combustion zone and a downstream zone. A seconday combustible material is partially 
combusted in a combustor forming partial combustion products which are then injected into 
the combustion chamber downstream of the primary combustion zone. 

96-1386 Reburn Process 
-- U.S. Patent No. 5,937,772 (August 17, 1999); Applications filed in Canada, India, the PCT, Mexico, 
South Africa and Taiwan. 
Inventors: Mark J. Khinkis, Iosif K. Rabovitser and Michael J. Roberts 

Abstract: A process and apparatus for combustion in which a combustible material is 
introduced into a combustion chamber and oxidant is supplied to this primary combustion 
chamber. A mixture of flue gases and flyash having an organic content is injected into the 
combustion chamber downstream of the primary combustion zone to create an osygen- 
deficient reburn zone. 

87-1 123 Mixed Basic Metal Oxide Catalyst for Oxidative Coupling of Methane 
(Abandoned) 
-- U.S. Patent No. 4,826,796 (May 2, 1989) and U.S. Patent No. 4,935,572 (June 19, 1990). 
Inventors: Erek J .  Erekson and Anthony L. Lee. 

Abstract: Covers a catalyst and a process for oxidative coupling of methane, the catalyst 
being a mixed basic metal oxide. One preferred catalyst is a borodalkali metal-promoted 
metal oxide. One possible application is in the conversion of natural gas to ethylene and 
other olefins. 

87-1 123 Mixed Basic Metal Sulfide Catalyst (Abandoned) 
-- U.S. Patent No. 4,945,078 (July 31, 1990). 
Inventors: Erek J. Erekson, Anthony L. Lee, S. Peter Barone, Irvine J. Solomon. 

Abstract: The catalyst is useful for oxidative coupling of methane and aliphatic and 
alicyclic hydrocarbon compounds with an aromatic compound to produce higher molecular 
weight hydrocarbons and for dehydrogenating hydrocarbon compounds to produce 
unsaturated aliphatic and alicyclic chains. 
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SMP PATENTS (Cont.) 

88-1156 
Alicyclic 
88-1 158 
-- U. S.  Patent No. 4,950,827 (August 21, 1990). 
Inventors: Erek J. Erekson and Anthony L. Lee. 

0 Oxidative Coupling of Aliphatic and Alicyclic Hydrocarbons with Aliphatic and 

Substituted Aromatic Hydrocarbons (Abandoned) 

Abstract: The catalyst is a mixed basic metal oxide catalyst. Reaction of methane with 
toluene and oxygen results in conversion to styrene. 

88-1 171 0 Mixed Basic Metal Oxide/Sulfide Catalyst (Abandoned) 
-- U.S. Patent No. 4,956,327 (September 11, 1990). 
Inventors: Erek J. Erekson, Anthony L. Lee, S. Peter Barone, Irvine J. Solomon. 

Abstract: Covers a mixed basic metal oxidehlfide catalyst with tolerance for sulfur 
containing feedstocks. The catalyst is useful for oxidative coupling of methane and 
aliphatic and alicyclic hydrocarbon compounds with an aromatic compound to produce 
higher molecular weight hydrocarbons and for dehydrogenating hydrocarbon compounds to 
produce unsaturated aliphatic and alicyclic chains. 

87-1123C 
Catalyst (Abandoned) 
-- U.S. Patent No. 5,043,505 (August 27, 1991). 
Inventors: Erek J. Erekson, Anthony L. Lee, S .  Peter Barone, Irvine J. Solomon. 

0 Oxidative Coupling of Aliphatic and Alicyclic Compounds and Mixed Basic Oxide 

Abstract: A process for gas phase oxidative coupling of aliphatic and alicyclic 
hydrocarbon compounds to higher molecular weight hydrocarbon compounds using a 
mixed basic metal oxide or sulfide catalyst. 

89-1 201 Liquid Catalyst for Oxidative Coupling Reactions (Abandoned) 
-- U.S. Patent No. 5,097,086 (March 17, 1992). 
Inventors: Anthony L. Lee, Robert Zabransky, Erek J. Erekson, S.  Peter Barone, Irvine J. Solomon. 

Abstract: 
methane and other hydrocarbon compounds to produce higher hydrocarbons and for the 
oxidative dehydrogenation of aliphatic and alicyclic hydrocarbon compounds, aliphatic 
and alicyclic substituted aromatic hydrocarbons, and mixtures thereof. 

Covers a liquid catalyst composition for the oxidative coupling of 

90-1209 
Catalysts (Abandoned) 
-- U.S. Patent No. 5,204,308 (April 20, 1993). 
Inventors: Anthony L. Lee, Erek J. Erekson, James T. Semrau, S. Peter Barone, Irvine J. Solomon. 

Anionically Stabilized Lithium Catalysts and a Method for Stabilizing the Lithium 

Abstract: An anionically stabilized lithium catalyst wherein the anion is sulfate, 
phosphate, aluminate, silicate, and mixdures thereof. The catalyst may be used to promote 
reactions such as oxidative coupling of aliphatic and alicyclic hydrocarbons to produce 
higher molecular weight compounds and oxydehydrogenation of aliphatic and alicyclic 
hydrocarbons to produce unsaturated hydrocarbons or to change the functional group of the 
hydrocarbon. 
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SMP PATENTS (Cont.) 

97-1396 
(March 20,2001). 
Inventors: Hamid Abbassi, Iosif Rabovitser, John Wagner 

Method and Apparatus for Controlled Mixing of Fluids-- U.S. Patent No. 6,203,187 

Abstract: A method for mixing fluids in which a continuously variable flow rate stream 
of an injection fluid is introduced into a substantially constant flow rate stream of a primary 
fluid in a direction substantially transverse with respect to the direction of flow of the 
substantially constant flow rate stream of the primary fluid. 

ENERGY SYSTEMS 

86-1079 Isothermal Thermo-cyclic Processing 
-- U.S. Patent No. 4,971,605 (November 20, 1990) and Japan Patent No. 2,008,828 (January 11, 1996), 
abandoned. 
Inventor: Paul B. Tarman. 

Abstract: Applies to all types of cyclic esothermic/endothermic (heat release/heat 
absorption) processes. The normal temperature swing of such processes is eliminated by 
use of a phase-change material that absorbs heat during the esothermic portion of the cycle 
and releases heat during the endothermic portion. Elimination of temperature swing 
improves cyclic process performance. 

90-1233 
-- U.S. Patent No. 5,165,254 (November 24, 1992). 
Inventors: Kenneth J. Kountz and Marek Czachorski. 

Counterflow Air-to-Refrigerant Heat Exchange System (Abandoned) 

Abstract: A heat exchange system for a heat pump in which the cooled fluid and the 
cooling fluid are maintained in counterflow in both the heating and cooling modes of 
operation. 

90-1234 
azeotropic Refrigerant Mixtures (Abandoned) 
-- U.S. Patent No. 5,186,012 (February 16, 1993). 
Inventors: Marek Czachorski and Kenneth J. Kountz. 

Refrigerant Composition Control System for Use in Heat Pumps Using Non- 

Abstract: A heat pump system, that uses non-azeotropic refrigerant mixtures, comprising 
a main refrigeration circuit, an engine coolant circuit, and a refrigerant rectifier circuit 
interfacing with a main refrigeration circuit, and the engine coolant circuit. The refrigerant 
rectifier circuit is used to adjust the relative concentrations of lower boiler point refrigerant, 
and higher boiling point refrigerant in the non-azeotropic refrigerant mixture thereby 
changing the cooling or heating capacity of the heat pump system. 
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SMP LICENSES & AGREEMENTS 

GAS OPERATIONS 

On October 28, 1998, Gas Authority of India, Ltd. was granted a license for the exclusive, time- 
limited use of our Smart Cathodic Protection Monitor Technology in India, Philippines, 
Thailand, Indonesia, Singapore, Malaysia, Brunei Darussalem and Vietnam. This technology 
provides the capability to monitor and communicate the status of pipeline corrosion protection in a 
cost-effective and timely manner. The agreement covers the technology described in US.  Patent 
No. 5,999,107 (December 7, 1999), “Remote Cathodic Protection Monitoring Systems,” and related 
know-how. 

On December 27, 1996, Krupp Uhde GmbH was granted a worldwide license for the exclusive, 
time-limited use of our NFM (Morphysorb@) Process for acid-gas removal from natural gas and 
synthesis gas. Morphysorb is estimated to save 20% in construction costs and up to 60% in 
operating costs when compared to the best commercial alternative process. This agreement covers 
the technology described in the invention disclosure, IGT Case No. 96-1388 and related know-how. 

On January 22, 1999, Commercial Resins Inc. was granted a license for the exclusive, time- 
limited use of our Field Applied Coating Technology in the U.S.A. However, Sustaining 
Members of GTI retain the right to obtain a royalty-free license for their own use. This technology 
uses epoxy coatings and a flame-spray overlay to achieve protection of piping equal to fusion- 
bonded epoxy coatings. The agreement covers the technology in the invention disclosure, IGT 
Case No. 96-1384 and related know-how. 

On March 15, 2000, Gas Authority of India, Ltd. was granted a license for the exclusive, time- 
limited use of our Field Applied Coating Technology in India, Philippines, Thailand, Indonesia, 
Singapore, Malaysia, Brunei Darussalem, and Vietnam. This technology uses epoxy coatings and a 
flame-spray overlay to achieve protection of piping equal to fusion-bonded epoxy coatings. The 
agreement covers the technology in the invention disclosure, IGT Case No. 96-1384 and related 
know-how. * 

ENERGY UTILIZATION 

On November 25, 1992, TAKUMA CO., LTD. signed a Technology Development Agreement and 
Optional Agreement to license the Cyclonic Burner Technology for firetube boilers in Japan. In 
the cyclonic boiler burner, fuel and oxidant are pre-mixed prior to injection into the combustion 
chamber. The highly efficient, compact burner significantly reduces NO,, COY and total 
hydrocarbon emissions and is ideal for firetube boilers. The agreement covers the technology 
described in U.S. Patent No. 5,220,888 (June 22, 1993), “Cyclonic Combustion, ” and related know- 
how. 

On November 1, 1993, American Air Liquide, Inc. and L’Air Liquide, S.A. were jointly granted 
a worldwide co-license for the exclusive, time-limited use of the Oscillating-Combustion 
Technology for all applications. On December 18, 1997, the license agreement was amended to 
grant back to IGT/SMP the world-wide non-exclusive rights for air-fuel applications. This 
technology employs oscillating fuel andor oxidant to reduce nitrogen oxide emissions from natural 
gas-fired industrial burners. The agreement covers the technology described in U.S. Patent No. 
4,846,665 (July 11, 1989), ‘%itel Combustion, ” and related know-how. 
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S M P  LICENSES & AGREEMENTS (Con’t) 

On June 13, 1994, TAKUMA CO., LTD. was granted a license for the exclusive, time-limited use 
of our METHANE de-NOX* reburn technology for municipal solid waste (MSW) applications in 
Japan. This process uses natural gas injection (reburn) to reduce nitrogen oxide emissions without 
increasing other undesirable emissions. The agreement covers the technology described in U.S. 
Patent No. 5,020,456 (June 4, 1991), and Japan Patent No. 2,026,049 (February 26, 1996); U.S. 
Patent No. 5,105,747 (May 26, 1992), and Japan Patent No. 2,643,720 (May 2, 1,997); U.S. Patent 
No. 5,205,227 (April 27, 1993); and U.S. Patent No. 5,307,746 (May3, 1994); “Process and 
Apparatus for Emissions Reduction From Waste Incineration, ” and related know-how. 

On July 9, 1997, Detroit Stoker Company was granted a license for the exclusive, time-limited 
use of the METHANE de-NOX reburn technology for coal, biomass and MSW applications in the 
U.S.A., Canada, and Mexico. The agreement covers the technology described in U.S. Patent No. 
5,020,456 (June 4, 1991), and Canada Patent No. 2,036,944 (September 19, 1995); U.S. Patent No. 
5,205,227 (April 27, 1993); and U.S. Patent No. 5,307,746 (May 3 ,  1994); “Process andApparnttis 
for Emissions Reduction From Waste Incineration, ” and related know-how. 

On December 1, 1994, Eclipse Combustion, Inc. and Air Products and Chemicals, Inc. were 
jointly granted a worldwide co-license for the exclusive, time-limited use of our Oxygen-Enriched 
Air Staging (OEAS) Combustion Method for industrial furnaces. This technology reduces 
nitrogen oxide emissions from certain natural gas-fired, high-temperature industrial fiirnaces such 
as glass melters. The agreement covers the technology described in U.S. Patent No. 5,203,859 
(April 20, 1993); Canada Patent No. 2,094,690 and EPC (France, Germany, Italy, and United 
Kingdom) Patent No. 567 13 1B1 (December 1 1 , 1997); ”Oxygen-Enriched Combustion Method, ” 
and related know-how. 

ENERGY SYSTEMS 
0 On February 26, 1999, Alkar Division, DEC International Inc. was granted a non-exclusive, 

license for a Cooking Process in the U.S.A. This technology prevents the discoloration of 
products during the cooking process. The agreement covers the technology described in the 
invention disclosure, IGT Case No. 96-1385 and related know-how. 
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APPENDIX B 

Commercial Products/Processes 
Commercial Services 
Commercial Software 



I SMP COMMERCIAL PRODUCTSlPROCESSES 

I B-1 

CYCLOMAX@ Low-NO, Gas Burners: Line of burners for low-temperature air heating. Over 
1000 burners sold. See products listing for Nozzle Mixing Burners on wwv.masoncorp.com. 

Global Contact: Mr. Mark R. Phillips 
General Sales Manager 
Maxon Corporation 

e-mail: mphillips@maxoncom.com - 
Ph: 765-284-3304 

Compact Vacotin Water Heater: A line of water heaters using low-NO, cyclonic burners 
(GFL-1000, 1250). 

Japan Contact: Mr. Toshirou Nomura 
Managing Director & Engineer-In-Chief 
TAKUMA CO., LTD. 

e-mail : nomuraG2takuma. co. i p 
Ph: 81-6-6483-2710 

METHANE de-NOX@ Reburn Process: Combustion modifications for stoker boilers firing coal, 
municipal solids waste (MSW), or biomass (wood), designed to reduce NO, emissions by 50%- 
75%. Eight coal boilers converted at the Cogentris plant in Richmond, VA., and one wood waste 
boiler at Boise Cascade Paper Mill in International Falls, MN, have been converted. 
Demonstrations on wood and MSW in progress. 

North American 
Contact: Mr. Robert Schrecengost 

ESA Environmental Solutions 
564 Washington Avenue 
Pittsburgh, PA 15 106 

Web Address: www.energysystemassoc.com 
Ph: 4 12-429-27 13 

Japan Contact: Mr. Toshirou Nomura 
Managing Director & Engineer-In-Chief 
TAKUMA CO., LTD. 

e-mail: nomuraG2takuma. co. ip 
Ph: 81-6-6483-2710 

MORPHYSORB@ Process for Upgrading Subquality Gas: Retrofit or new installation designed to I remove high concentrations of C 0 2  and HIS from natural gas. In operation on landfill gas. 

Global Contact: Mr. H. Maxwell Hooper 
Senior Manager, Business Development 
Krupp Uhde Corp. of America 
Phone: 713-407-7537 
e-mail: max hooDer@,parsons.com 

http://wwv.masoncorp.com
mailto:mphillips@maxoncom.com
http://www.energysystemassoc.com
mailto:hooDer@,parsons.com


SMP COMMERCIAL PRODUCTSlPROCESSES (Cont.) 

OEAS Process for Glass Melters: Combustion modification for end-port and side-port glass melters 
designed to reduce NO, emissions by 50%-75%. Ten furnaces have been converted in North 
America. 

Global Contact: Mr. Daniel Wishnick 
Vice President, Glass Technology 
Eclipse Combustion, Inc. 

e-mail: dwishnick@combustiontec.com 
Ph: 407-299-73 17 

OSCILLATING COMBUSTION Process: Combustion train modification for high-temperature 
furnaces designed to reduce NO, emissions by about 50% and increase heat transfer to furnace 
products. Demonstrations at steel and glass plants are in progress. 

Global Contact Mr. John Barney 
for OXY-GAS: Business Development Manager 

American Air Liquide 

e-mail: John.Barnev@airliauide.com 
Ph: 708-579-7723 

Global Contact Dr. Suresh Babu 
for AIR-GAS: Director, Technology Planning 

Gas Technology Institute 
Ph: 847-768-0509 
e-mail: suresh.babu@gastechnologv.org 

B -2 
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SMP COMMERCIAL SERVICES 

FLAMESPRAY Coatings: Two-step pipeline coating process using an epoxy base overcoated with 
plastic flamespray for repair and protection of field repairs. Provides protection equal to hsion- 
bonded epoxy coatings. Site license available for SMP member companies. 

North American Mr. Russ Langly 
Contact: Vice President, Technical Services 

Commercial Resins Corporation 

e-mail: russ@commercialresins.com 
Ph: 918-438-6522 

India & Surrounding 
Territories: Deputy General Manager, (Technology) 

Dr. Ashutosh Rastogi 

Gas Authority of India, Ltd. 
Ph: 91 11 672580, Ext. 6103 
e-mail: rastogi@gail. emet . in 

MGP-REM and PCB-REM Processes: Bio-chem remediation of town gas soils and soils contaminated 
with PCBs. Full scale land-farming demonstration in fourth season at a MidAmerican Energy 
Co. site. Slurry and in-situ field pilot tests completed. 

Contact: Mr. Vipul Srivastava 
Director, 
Biotechnology and 
Environmental Engineering 
Gas Technology Institute 

e-mail: viuul.srivastavaciT),gastechnoloev.org - 
Ph: 847-768-0539 

Business Affiliates 

GRSValtech 

Inland Environmental, Inc. 

IT Corporation 

North American Realty 
Advisory Services 

TetraTech, Inc. 

Woodard-Curran, Inc. 

Commercial Partners 

0 Barr Engineering 

0 URS Corporation 

0 Environmental Resource 
Management 

0 ARCADIS Geraghty & Miller 

mailto:russ@commercialresins.com
http://viuul.srivastavaciT),gastechnoloev.org


SMP COMMERCIAL SOFTWARE 

CASCADE, NGV Gas Blend & BIDSPEC: Design and operating aids for natural gas vehicle heling 
stations. 

Contact: Mr. John Kinast 
Senior Engineer Systems Development 
Gas Technology Institute 

e-mail: iohn.kinast@mstechnologv.org 
Ph: 847-768-0555 

DESICALC & GAS COOLING GUIDE: Software aids for architects, engineers, and marketing staff 
that assist in the selection of gas cooling options including desiccant systems. Sohvare supplied 
by InterEnergy Inc., ajoint venture of GRI and GTI-SMP. 

Contact: Mr. Marek Czachorski 
Senior Mechanical Engineer 
Gas Technology Institute 

e-mail: m a ~ e k ~ ~ c ~ a c 1 1 o r s k l ~ ~ a ~ t e c h n ~ ! o ~ v ~ ~ o ~  
Ph: 8471768-0.526 

PALM COMPUTING APPLICATIONS: Software applications that automate and simplify field data 
acquisition. 

Contact: Mr. John Kinast 
Senior Engineer Systems Development 
Gas Technology Institute 

e-mail: john.kinast@gastechnoloev.org 
Ph: 847-768-0555 

UTILITY COMMUNICATIONS PROTOCOLS: Standards protocols using open architecture designs 
for communication and automation systems in utility operations. 

Con tact: Dr. William F. Rush, Jr. 
Assistant Institute Physicist 
Gas Technology Institute 

e-mail: bill.rush@i)astechnologv.org 
Ph: 847-768-0554 
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LIST OF CONCLUDED SMP PROJECTS 

GAS OPERATIONS 

Advanced Gas Distribution Systems 

Rotating Gas-Liquid Contactor Evaluation 

Improved Field-Applied Coatings 

I ENVIRONMENTAL SCIENCE & TECHNOLOGY 
I 

Reducing Hazards in the Refrigerated Storage of Liquids 

Basic Studies of a Novel Gas-Fired Incinerator 

Two-Stage Waste Combustor 

Advanced, Gas-Fired Cyclonic Waste Combustion Systems 

Supercritical Extraction 

PCB Remediation 

ENERGY UTILIZATION 

Air Partial Oxidation of Natural Gas in a Fluidized Bed 

A Study of the Catalytic Oxidative Coupling of Methane 

NO, and CO Emissions Reduction from MSW Combustors 

METHANE de-TOX Process for MSW Combustors 

Surface Combustor for Process Heaters 
I High Temperature Indirect Heating 
~ I 

Microbial Production of Chemicals from Methane 

Natural Gas Burner for Direct Air Heaters 

Low-NO, Burner for Firetube Boilers 

Advanced Heat Treating Furnap8 

ENERGY SYSTEMS 

Catalysts for Emissions Reduction from Natural Gas Engines 

NOTE: An addendum document is available upon request that will summarize these projects. 

t '  
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For information contact: 

Vincent B. Fiore 
Director, Emerging Technologies 
Gas Technology Institute 
1700 S. Mt. Prospect 
Des Plaines, IL 60018 

847/768-0847 (Phone) 
847/768-0501 (Fax) 
vince.fiore@gastechnology. org (E-mail) 
http://www.gastechnology.org/pub/smp/index. html 

4/18/02 
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OWENSBORO, Ky.‘ 4 P )  - Following 

ubjections from the state attorney general’s 
office, Western KentiJcFy Gas has agreed to a 
sharp cut in the  rate increase it requested. 

Rates will go up but not nearly as much as the 
Owensboro-based company asked for in July. 

The settlement agreed to by WKG and the 
attorney general’s office was filed Friday with the 
state Public Service Commission, which has a 
hearing set for Dec. 14 in Frankfort. 

WKG originally filed for an increase that 
would have raised residential bills 13.5 percent, 
or about $4.85 a month. 

For all customers, the rate increase would 
have averaged 11.7 percent‘and added $14.12 
million in revenue a year for the company, which 
provides natural gas to more than 170,000 
customers in 38 Kentucky counties. 

The attorney general’s office requested that 
the total increase be reduced by 30 percent, to 
which WKG agreed. 

d a 
Notice is hereby given that the Public 
Service Commission of the Commonwealth 
of Kentucky has scheduled a public hearing 
on the application of Western Kentucky Gas 
Company for a general adjustment to its 
rates, Case No. 99-0’70, for 9:OO a.m., 
Eastern Standard Time, December 14, 1999, 
in the Commission’s offices, Hearing Room 
1 , 730 Schenkel Lane, Frankfort, Kentucky 
for the purposes of presentation of evidence 
and the cross-examination s f  witnesses. \ 

, 
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SUITE 1000 
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(606) 231-3000 
FAX: (606) 253-1093 

'FRANKFORT OFFICE: **WESTERN KENTUCKY OFFICE: 
307 WASHINGTON STREET 
FRANKFORT, KY. 40601-1823 

FAX: (502) 875-6235 

201 C NORTH MAIN STREET 
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FAX: (270) 827-4060 
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INTERNET w.skp .com 

December 10, 1999 

Hon. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 

Re: Western Kentucky Gas Company 
Case No. 99-070 

Dear Ms. Helton: 

JAMES D ALLEN 
SUSAN BEVERLY JONES 
MELISSA A STEWART 
TODDS PAGE 
JOHN B PARK 
PALMER G VANCE II 
RICHARD A NUNNELLEY 
WILLIAM L MONTAGUE JR 
KYMBERLY T WELLONS 
CHARLES R BAESLER. JR 
STEVEN B LOY 
PATRICIA KIRKWOOD BURGESS 
RICHARD B WARNE 
JOHN H HENDERSON** 
LINDSEY W INGRAM 111 
JEFFERY T BARNETT 
AMY C LIEBERMANN 
ELIZABETH FRIEND BIRD*+ 
CRYSTAL OSBORNE 
JOHN A THOMASON++ 
DELLA M JUSTICE 
BOYD T CLOERNf** 
DONNIE E MARTIN 
DAVID T ROYSE 

We deliver herewith for filing an original and twelve (12) copies of the fully executed 
affidavit of Dale R. Lawrence which is the last page of his Settlement Testimony submitted 
yesterday on behalf of WBI Southern, Inc. in the above-captioned case. We would appreciate 
your placing the affidavit with his testimony in the case. Thank you for your kind assistance. 

Sincerely, 

Robert M. Watt, 111 
I m W  

encl . 
cc: Counsel of Record (w/encl.) 

Keith A. Tiggelaar, Esq. (w/o encl.) 

(OF COUNSEL) 
WILLIAM L SULLIVAN*** 
JAMES BROWN*-* 
DOUGLAS P ROMAINE 
JAMES G STEPHENSON 
GEORGE D SMITH 

WALLACE MUlR (-878 - 1947) 
RICHARD C STOLL (1878 - 1949) 

N W KEENON (1882 - 1968) 
PARK (1892. 1970) 

EY HARVILLE (1921 - 1978) 

A MOHNEY (1908 - 1980) 

H TOWNSEND (1.990. 1964) 

DAVIS (1913 - 1970) 

LlAM SWINFORD (1921 - 1986) 

r 
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AFFIDAVIT 

The affiant, Dale R. Lawrence, being duly sworn, 
deposes and states that the testimony attached hereto 
made a part hereof, constitutes the testimony of this 
affiant in Case No. 99-070, in the Matter of the Applic 
of Western Kentucky Gas Company for an Adjustment of Rates, 
and that if asked the questions propounded therein, this 
affiant would make the answers set forth in the attached 
testimony. 

Affiant further states that he will be present and 
available for cross examination and for such additional 
direct examination as may be appropriate at any hearing in 
Case No. 99-070 scheduled by the Commission, at which time 
affiant will further reaffirm the attached testimony as his 
testimony in such case. 

QaeeR.?- 
Dale R. Lawrence 

STATE OF North Dakota ) 
1 

COUNTY OF Burleigh ) 

Subscribed and sworn to before me by Dale R. Lawrence 
on this the e day of December, 1999. 

My commission expires: 3-15-02 
/I 

Ari-lis Brown 
Notary Public 
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(502) 564-3940 
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To: All parties of record 

RE: Case No. 1999-070 

-- 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Secketary of the Commission 

SB/hv 
Enclosure 
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Western Kentucky Gas Company 
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Hon. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 

Re: Western Kentucky Gas Company 
Case No. 99-070 

Dear Ms. Helton: 

We deliver herewith for filing an original and twelve (12) copies of the Settlement 
Testimony of Dale R. Lawrence on behalf of WBI Southern, Inc. in the above-captioned case. 
We would appreciate your placing the testimony with the other papers in the case and bringing it 
to the attention of the Commissioners. Please note that the affidavit accompanying the testimony 
contains the conformed signature of Mr. Lawrence. We were unable to obtain Mr. Lawrence's 
signature in time to meet the filing deadline, but will file it tomorrow when we receive the 
signature page. Thank you for your kind assistance. 

Sincerely, 

Robert M. Watt, I11 
lBlW 

encl. 
cc: Counsel of Record (w/encl.) 

Keith A. Tiggelaar, Esq. (w/ encl.) 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE ) 
APPLICATION OF WESTERN 1 
KENTUCKY GAS COMPANY FOR ) 
AN ADJUSTMENT OF RATES ) 

CASE NO. 99-070 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

SETTLEMENT TESTIMONY OF DALE R. LAWRENCE 

Please state your name and business address. 

My name is Dale R. Lawrence. My business address is 1250 

West Century, Bismarck, North Dakota 58501. 

What is your position with WBI Southern, Inc.? 

I am a Supervisor in the Regulatory Affairs Department of 

WBI Southern, Inc. (WBI Southern or Company). 

Please describe your educational and professional background. 

I graduated Cum Laude from Harding University in 1982, 

receiving a Bachelor of Science degree in Business 

Administration with a major in Accounting. In June 1982, I 

was employed by Tenneco Gas in the Accounting Department as an 

entry level accountant and held various other positions with 

that company in the accounting and regulatory areas until my 

employment with Williston Basin in December 1991. 

Mr. Lawrence, please explain the purpose of this testimony? 

The purpose of this testimony is to explain why 

modifications to the proposed Rate T-5, resulting from the 

Joint Stipulation and Settlement (Settlement) between Western 

Kentucky Gas Company (Western Kentucky) and WBI Southern are 
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Q .  

A. 

Q. 

A. 

fair, just and 

Please explain 

reasonable. 

again why WBI Southern intervened and filed 

testimony in the instant proceeding? 

WBI Southern's intervention in Western Kentucky's 

application was due to the imposition of Rate T-5 and its 

originally proposed terms, conditions and charges. As Mr. 

Tiggelaar stated in his earlier testimony, the $0.10 per Mcf 

charge for all parties utilizing an alternate receipt point on 

Western Kentucky's system under Rate T-5 is excessive and 

would stifle competition by not allowing competitively priced 

supplies of natural gas on Western Kentucky's system. In 

fact, this charge could virtually eliminate any new gas supply 

alternatives on Western Kentucky's system, to the detriment of 

not only any potential new customer but also to Western 

Kentucky's existing customers. 

Mr. Lawrence, please explain the modifications to the proposed 

Rate T-5 Tariff resulting from the Settlement between Western 

Kentucky and WBI Southern and why these modifications are 

fair, just and reasonable. 

The first modification revises the $0.10 per Mcf charge to 

a fixed $50.00 per month Administrative Charge. WBI Southern 

estimates that it could deliver one Bcf or more per year into 

Western Kentucky's pipeline system. If all of these volumes 

on Western Kentucky's system were charged a rate of $0.10 per 

Mcf, shippers on Western Kentucky would pay an additional 

$100,000 annually for the use of Kentucky Pipeline and Storage 

2 
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Company, Inc.'s (KYPSCO) East Diamond Storage Field 

interconnection, in addition to the charges necessary to 

utilize KYPSCO's facilities. 

clearly allow Western Kentucky to overcollect the 

administrative costs it estimates to incur in implementing 

Rate T-5. 

administrative charge to be a more reasonable charge and to 

better reflect the additional administrative costs Western 

Kentucky will incur in implementing Rate T-5. The flat 

monthly charge will also encourage marketers and other 

suppliers of natural gas to maximize throughput, as no 

additional charges will occur when the level of throughput 

utilizing alternate receipt points increases. 

This level of activity would 

WBI Southern believes a fixed $50.00 per month 

Additional modifications to Rate T-5 exclude the $50.00 

Administrative Charge imposed by Rate T-5 for service provided 

under Rate T-3, Interruptible Carriage Service, and the $50.00 

administrative charge imposed by Rate T-5 if, during the 

month, the alternate receipt point represents the only point 

of receipt utilized by the customer. 

appropriate since no additional administrative charges are 

estimated to be incurred by Western Kentucky for Rate T-5 

service when provided under Rate T-3 or when only one point of 

receipt per month, whether primary or alternate, is utilized 

by the customer. 

These modifications are 

Mr. Lawrence, are there additional reasons why you believe the 

modifications to the proposed T-5 Tariff to be fair, just and 

3 



reasonable to all parties. 

A. WBI Southern believes these modifications will give 

Western Kentucky's end-users an incentive to increase gas 

usage because there will be more competitively priced gas 

supply choices along with the concomitant increased system and 

supply reliability such supply choices will bring. 

addition, new markets may develop for the competitively priced 

natural gas. 

In 

In addition, we believe that the modified Rate T-5 more 

closely approximates the costs Western Kentucky will 

experience in providing the service than did the original 

version of the tariff. Thus, the modified Rate T-5 will not 

adversely affect other Western Kentucky customers. 

In summary, unlike Western Kentucky's original Rate T-5 

proposal, these modifications will result in a lower cost gas 

supply and higher gas usage, which will benefit Western 

Kentucky, WBI Southern and consumers. 

Q. Mr. Lawrence, does this conclude your testimony? 

A. Yes, it does. 

4 



AFFIDAVIT 

The affiant, Dale R. Lawrence, being duly sworn, 
deposes and states that the testimony attached hereto and 
made a part hereof, constitutes the testimony of this 
affiant in Case No. 99-070, in the Matter of the Application 
of Western Kentucky Gas Company for an Adjustment of Rates, 
and that if asked the questions propounded therein, this 
affiant would make the answers set forth in the attached 
testimony. 

Affiant further states that he will be present and 
available for cross examination and for such additional 
direct examination as may be appropriate at any hearing in 
Case No. 99-070 scheduled by the Commission, at which time 
affiant will further reaffirm the attached testimony as his 
testimony in such case. 

/s/ Dale R. Lawrence 
Dale R. Lawrence 

STATE OF North Dakota ) 

COUNTY OF Burleigh 

Subscribed and sworn to before me by Dale R. Lawrence 
on this the day of December, 1999. 

My commission expires: 3-15-02 

Arllis Brown 
Notary Public 



Telephone: 
(502) 227-7270 

0 
JOHN N. HUGHES 

e 
Attorney at Law E[: 6 0'1999 Professional Service Corporation I 

124 WEST TODD STREET 
FRANKFORT, KENTUCKY 4060 1 

December 8, 1999 
(502) 875-7059 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frartkfort. KY 40602 

Re: Case No. 99-070 

Dear Ms. Helton: 

Please file the attached affidavits verifying the rebuttal testimony of Western's witnesses. 
These were unintentionally omitted from the filing on Monday. 

Thank you for your assistance, and if there are any questions about this matter or if 
additional information. is needed, please contact me. 

FEW hn N. Hug es 
Attorney for Western Kentucky 
Gas Company 

W 

attachments 

cc: Intervenors 
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I 
I I, Betty L. Adams, have answered the foregoing questions propounded to me in 

the above enumerated Docket. These answers and exhibits constitute and I hereby adopt, 
under oath, these answers as my prepared. rebuttal testimony in said case, which is true 
and correct to the best of my information and belief. 
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DEC 8 9 I999 COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION my,a 1 - I 

IN THE MATTER OF ) 
RATE APPLICATION OF 1 Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE I 

I 

Vice Pr&ident & Controller 
Western Kentucky Gas Company 

COMMONWEALTH OF KENTUCKY ) 
) S.S. 

COUNTY OF DAVIESS ) 

SUBSCRIBED AND SWORN TO before me by Betty L. Adams, on this 6th day of 
December, 1999. 

Notary Public 
State of Kentucky At Large. 

My Cammission expires: September 26,2001. 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE C O M S S I O N  

IN THE MATTER OF ) 
RATE APPLICATION OF 1 Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, David H. Doggette, have answered the foregoing questions propounded to me 
in the above enumerated Docket. These answers and exhibits constitute and I hereby 
adopt, under oath, these answers as my prepared rebuttal testimony in said case, which is 
true and correct to the best of my information and belief. 

Western Kentucky Gas Company 

COMMONWEALTH OF KENTUCKY ) 
) S.S. 

COUNTY OF DAVIESS 1 

SUBSCRIBED AND SWORN TO before me by David H. Doggette, on this 6th day of 
December, 1999. 

Pearl Ann Simon 
Notary Public 
State of Kentucky At Large. 

My Commission expires: September 26,2001- 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF 1 
RATE APPLICATION OF 1 Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, Gary L. Smith, have answered the foregoing questions propounded to me in the 
above enumerated Docket. These answers and exhibits constitute and I hereby adopt, 
under oath, these answers as my prepared rebuttal testimony in said case, which is true 
and correct to the best of my information and belief. 

VicgPresident, Marketing 
Western Kentucky Gas Company 

COMMONWEALTH OF KENTUCKY ) 
) S.S. 

COUNTY OF DAVIESS ) 

SUBSCRIBED AND SWORN TO before me by Gary L. Smith, on this 6th day of 
December, 1999. 

Notary Public 
State of Kentucky At Large. 

My Commission expires: September 26,2001. 



BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF ) 
RATE APPLICATION OF ) Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, Donald P. Burman, have answered the foregoing questions propounded to me in 
the above-enumerated Docket. These answers and exhibits constitute and I hereby adopt, 
under oath, these answers as my prepared rebuttal testimony in said case, which is true 
and correct to the best of my information and belief. 

Donald P. Burman 
Assistant Controller 
Atmos Energy Corporation 

) 
) S.S. 
) 

STATE OF TEXAS 

COUNTY OF DALLAS 

e a 
COMMONWEALTH OF KENTUCKY 

SUBSCRIBED AND SWORN TO before me by Donald P. Burman, on this 6th day of 
December 1999. 

Notary Public 
State of Texas. 

My Commission expires: 03-06-2003 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF ) 
RATE APPLICATION OF ) Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, Thomas H. Petersen, have answered the foregoing questions propounded to me 
in the above enumerated Docket. These answers and exhibits constitute and I hereby 
adopt, under oath, these answers as my prepared rebuttal testimony in said case, which is 
true and correct to the best of my information and belief. 

Thomas H. Petersen 
Director of Rates 
Atmos Energy Corporation 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF DAVIESS 1 
) S.S. 

SUBSCFUBED AND SWORN TO before me by Thomas H. Petersen, on this 6th day of 
December, 1999. 

State of Texas 

MY Commission expires: 6-0,42~~> . 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF 1 
RATE APPLICATION OF ) Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, Rebecca M. Buchanan, have answered the foregoing questions propounded to 
me in the above enumerated Docket. These answers and exhibits constitute and I hereby 
adopt, under oath, these answers as my prepared rebuttal testimony in said case, which is 
true and correct to the best of my information and belief. 

Rebecca M. Buchanan 
Senior Analyst - Rates 
Atmos Energy Corporation 

STATE OF TENNESSEE 1 

COUNTY OF WILLIAMSON 1 
) S.S. 

SUBSCRIBED AND SWORN TO before me on this 6th dav of December, 1999. 

d,P(& 
ois R. Carrie 

(Name of Notary) 
Notary Public 
State of Tennessee 

My Commission expires: July 26, 2003 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF 1 
RATE APPLICATION OF 1 Case No. 99-070 
WESTERN KENTUCKY GAS COMPANY ) 

CERTIFICATE 

I, Donald A. Murry, have answered the foregoing questions propounded to me in 
the above enumerated Docket. These answers and exhibits constitute and I hereby adopt, 
under oath, these answers as my prepared rebuttal testimony in said case, which is true 
and correct to the best of my information and belief. 

Consultant / 
C. H. GUERNSEY & COMPANY 

STATE OF OKLAHOMA 1 

COUNTY OF OKLAHOMA ) 
) S.S. 

SUBSCRIBED AND SWORN TO before me by Donald A. Murry, on this 6th day of 
December, 1999. 

V Pat Burnett 
Notary Public 
State of Oklahoma At Large. 

My Commission expires: 10-5-02 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 1 

KENTUCKY GAS COMPANY ) 
FOR AN ADJUSTMENT OF RATES ) 

THE APPLICATION OF WESTERN ) Case No. 99-070 

RESPONSE BY THE ATTORNEY GENERAL 
TO THE 6 DECEMBER 1999, PSC ORDER 

Comes now the Attorney General, by and through his Office of Rate 

Intervention, and submits his Response to the Public Service Commission’s 6 

December 1999, Order in this case. 

The Attorney General responds to the Commission’s request by providing 

answers to each applicable question. Because the Settlement was reached by the 

Office of the Attorney General rather than its consultants, the Attorney General 

submits his position in this fashion rather than through direct testimony of any 

of his experts. 

Respectfully submitted, 

A.B. CHANDLER I11 
ATTORNEY GENERAL 

David Edward Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, Kentucky 40601-8204 
(502) 696.5457 
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Cert3icate of Service and Filing 

Counsel hereby certifies that an original and twelve (12) photocopies of the 

foregoing Response by the Attorney General to the 6 December 1999, PSC Order 

were served and filed by hand delivery to the Hon. Helen C. Helton, Executive 

Director, Public Service Commission, 730 Schenkel Lane, Frankfort, Kentucky 

40601; furthermore, it was served by mailing a true and correct copy of the same, 

first class postage prepaid, to William J. Senter, Western Kentucky Gas, 2401 

New Hartford Road, Owensboro, KY 42303 1312, Mark R. Hutchinson, Sheffer, 

Hutchinson & Kinney, 115 East Second Street, Owensboro, KY 42303, John N. 

Hughes, 124 West Todd Street, Frankfort, KY 40601, Douglas Walther, Atmos 

Energy Corporation, P.O. Box 650205, Dallas, TX 75265, Keith Tiggelaar, WBI 

Southern, Inc., P.O. Box 5601, Bixmark, ND 58506 5601, and Robert M. Watt, Jr., 

J. Me1 Camenisch, Jr., 201 E. Main Street, Suite 1000, Lexington, KY 40507-1380, 

all on this 9th day of December 1999. 

3a.a CAd A d  
Assistant Attorney General 





1. The Settlement includes an increase in Western’s revenues of 

$9,940,000 with increases to the various customer classes as follows: 

a. Residential - $6,238,259, or 9.1 percent 

b. Commercial - $2,385,006, or 6.9 percent 

c. Industrial - $901,580, or 5.4 percent 

d. Other revenues - $415,089, or 55 percent 

To the extent that the amount of increase and the allocation of the increase varies 

from what was proposed in either Western’s or the intervenors’ case in chief, as 

reflected in the original testimony filed in this proceeding, explain how the total 

amount as well as the amounts for individual rate classes included in the 

Settlement can be considered fair, just, and reasonable when the total amount of 

increase and the distribution of the increase proposed in each party’s original 

testimony was also presented as being fair, just and reasonable. 

Response 

The Office of the Attorney General (OAG) intervened in this case to 

participate in the Public Service Commission’s consideration of the Western 

Kentucky Gas Company’s request for an adjustment in rates. Thereafter, the 

Office reviewed the Application, documents submitted in support of the 

Application, and materials provided by Western in response to data requests. 

Using information then available in the record as a factual basis, the Office 

of the Attorney General subsequently filed direct testimony addressing the 

reasonableness of Western’s request for an adjustment in rates as well as the 



allocation of the rate increase proposal. The testimony reflects the application of 

rate-making principles believed by the OAG to be the most appropriate in light 

of information that was available at the time. 

The OAG took the position that $7,417,710 was an appropriate increase in 

Western’s annual revenues (Morgan, pre-filed Direct Testimony, p. 4), and the 

OAG also took the position that a proportional increase in class revenue 

responsibility for any rate increase ordered in this case was reasonable (Galligan, 

pre-filed Direct Testimony, pp. 22,23). 

With respect to the revenue requirement, the Attorney General notes that 

reasonable minds can differ on virtually every aspect of utility rate-making. 

Thus, there is a significant amount of discretion in setting rates that are 

reasonable and lawful, and, consequently, the rate-making process revolves 

around selecting a point within a range or zone of reasonableness. 

The initial positions by the OAG reflect advocacy of a set of rate-making 

policies and economic theories. As noted above, such positions do not reflect the 

exclusive means to set rates. Further, as noted, the initial amount was a point 

within an overall zone or range of lawful outcomes. 

During the process of negotiation, the Office reconsidered this mix of 

policies and theories as well as the evidence upon which a determination could 

be made. The Office made a determination that the revenue requirement 

Settlement amount was an amount within the range of amounts that could be 

lawfully supported by the evidence. Further, the Office made a determination 



that the amount represents an amount that is within a range of reasonable 

outcomes consistent with the Office’s initial position in light of factors such as 

existing Commission precedent and additional information. In sum, the revenue 

requirement Settlement amount is consistent with the evidence, and it reflects a 

balancing of interest whereby the parties were able to identify a result consistent 

with each party’s belief of an appropriate outcome within each party’s range of 

reason. 

With respect to the allocation of the rate increase, the OAG initially sought 

an across-the-board increase for the adjustment in rates (Galligan, pre-filed 

Direct Testimony, pp. 22,23). Under the Settlement, the reduction in Western’s 

revenue request is not an across-the-board scaling back. The Residential class 

will receive a greater portion of the Settlement reduction in Western’s revenue 

requirement than the Industrial class, which has the greatest potential to secure 

additional benefits outside of a general rate case as a result of competition, 

whose reduction will be more modest. 

Because the Residential class is the group least likely to be able take 

advantage of competition, the additional reduction reflects a reasonable 

balancing of the benefits of the rate request reduction. Additionally, considering 

the entire mix of tariff provisions under the Settlement, the ultimate allocation of 

the actual increase also reflects a reasonable balancing of interest. 





2. To the extent that the tariffs included in the Settlement differ 

from, or are not consistent with, the position taken by Western, the AG, or WBI 

on said tariffs in their case in chief, as reflected in their original testimony, 

explain why the tariffs that have been included, excluded, or modified by virtue 

of the Settlement, are fair, just and reasonable. 

Response 

The Office of the Attorney General took the following positions 

with respect to the tariffs of Western Kentucky Gas Company. The OAG 

objected to the recovery of past DSM costs (Morgan, pre-filed Direct Testimony, 

page 18), the premises charge proposal, the lost margin recovery mechanism, and 

the proposed increase in Western’s fixed base charge (Galligan, pre-filed Direct 

Testimony, pp. 4,25 - 29). The OAG also noted that Western should provide 

evidence that its Interruptible Service offering is a different service from its firm 

service (Galligan, pre-filed Direct Testimony, pp. 4; 24,25). 

There is no difference between the OAGs initial position and the 

Settlement with respect to the issues of the past DSM costs and the premises 

charge proposal. With respect to Western’s Interruptible Service offering, this 

feature of Western’s tariff was in effect prior to this case. Thus, it is a matter that 

has previously been determined fair, just and reasonable. The OAG did not 

object to this practice per se in that it did not recommend modification or 

exclusion of this feature of Western’s tariffs. 



Under the Settlement, Western will have a margin loss recovery 

mechanism. The mechanism per the Settlement differs sigruficantly from the 

mechanism per the Application. Consequently, the mechanism per the 

Settlement is simply not the same provision addressed by Mr. Galligan's direct 

testimony, and that prior position is not directly applicable to the modification. 

In sum, the mechanism per the Settlement is consistent with the observations 

raised by the Attorney General's direct testimony. 

The only actual change in position for the Office of the Attorney General 

concerns the residential customer charge increase from $5.10 to $7.50. On this 

point, the record includes evidence that could support a lawful finding 

consistent with either the OAGs position to leave the amount at $5.10, or 

Western's position to increase the charge to $9.00 a month, or, alternatively, a 

decision by the Commission to set the amount at a point between this two 

positions. Hence, the $7.50 amount reflects an amount within the range of reason 

supported by the evidence. 





3. (Additional Question Number 2). Western and the AG shall 

address the appropriateness of applying a late payment charge to only one 

customer classification. 

Response 

The understanding of the Office of the Attorney General is that the late 

payment charge applies to all customers - residential, commercial, public 

authority, and industrial - receiving service under Western’s Rate G-1 service 

option. It the OAG’s further understanding that the remaining customers who 

do not receive service under this tariff have different billing characteristics than 

their Rate G-1 counterparts. The billing characteristics of this group appear to be 

so unique as to afford the discretion to allow a reasonable basis for separate 

treatment. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

December 6 ,  1 9 9 9  

To: All parties of record 

RE: Case No. 1 9 9 9 - 0 7 0  

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

Secretary of the Commission 

SB/sh 
Enclosure 



William J. Senter 
V.P. Rates & Regulatory Affairs 
Western Kentucky Gas Company 
2401 New Hartford Road 
Owensboro, KY 42303 1312 

Honorable Mark R. Hutchinson 
Attorney at Law 
Sheffer Hutchinson Kinney 
115 East Second Street 
Owensboro, KY 42303 

Honorable John N. Hughes 
Attorney for Western KY Gas 
124 West Todd Street 
Frankfort, KY 40601 

Mr. Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

Honorable David Edward Spenard 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 8204 

Hon. Robert M. Watt, 
Hon. J. Me1 Camenisch, Jr. 
STOLL, KEENON & PARK, LLP 
201 E. Main Street, Suite 1000 
Lexington, KY 40507 1380 

Mr. Keith Tiggelaar 
Manager-Regulatory Affairs 
WBI Southern, Inc. 
P.O. Box 5601 
Bixmark, ND 58506 5601 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE RATE APPLICATION OF WESTERN ) 
KENTUCKY GAS COMPANY FOR AN ) CASE NO. 99-070 
AN ADJUSTMENT OF RATES ) 

O R D E R  

On December 3, 1999, Western Kentucky Gas Company (“Western”), the 

Attorney General of the Commonwealth of Kentucky (“AG”), and WBI Southern, Inc. 

(“WBI”) filed a Joint Stipulation and Settlement (“Settlement”) which the parties state 

represents a reasonable resolution of all the issues in this proceeding and is fair, just, 

and reasonable to the shareholders and ratepayers of Western. The Commission has 

determined that additional information is needed from the parties in order to permit the 

Commission the opportunity to conduct an adequate review of the terms of the 

Settlement and make a well informed determination as to whether the Settlement 

represents a reasonable resolution of all the issues in this proceeding. 

IT IS THEREFORE ORDERED that Western, the AG, and WBI, shall each file 

the original and 12 copies of direct testimony, in written form, with the Commission, with 

a copy to all parties of record, by the close of business on Thursday, December 9, 1999. 

The testimony shall address the following issues, to the extent those issues were 

addressed in the original testimony of Western, the AG or WBI. 



, 

1. The Settlement includes an increase in Wesfern’s revenues of 

$9,940,000 with increases to the various customer classes as follows: 

a. 

b. 

c. 

d. 

Residential - $6,238,259, or 9.1 percent 

Commercial - $2,385,006, or 6.9 percent 

Industrial - $901,580, or 5.4 percent 

Other revenues - $415,089, or 55 percent 

To the extent that the amount of increase and the allocation of the increase varies from 

what was proposed in either Western’s or the intervenors’ case in chief, as reflected in 

the original testimony filed in this proceeding, explain how the total amount as well as 

the amounts for individual rate classes included in the Settlement can be considered 

fair, just, and reasonable when the total amount of increase and the distribution of the 

increase proposed in each party’s original testimony was also presented as being fair, 

just and reasonable. 

2. To the extent that the tariffs included in the Settlement differ from, 

or are not consistent with, the position taken by Western, the AG, or WBI on said tariffs 

in their case in chief, as reflected in their original testimony, explain why the tariffs that 

have been included, excluded, or modified by virtue of the Settlement, are fair, just and 

reasonable. 

IT IS FURTHER ORDERED that: 

1. Western shall file, as it did with its existing tariffs and the 

Settlement tariffs in Exhibit C of the Settlement, a side-by-side comparison of its 

proposed tariffs in this proceeding and the Settlement tariffs included in Exhibit A of the 

Settlement. 

-2- 
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I 2. Western and the AG shall address the appropriateness of applying 

a late payment charge to only one customer classification. 

3. Western shall address its timeliness in sending out customers’ bills 

and whether customers should be reasonably able to remit payment within the time 

prescribed on their bills. 

I Done at Frankfort, Kentucky, this 6 th day of  December, 1 9 9 9 .  

By the Commission 

ATTEST: B 



i) c 

Paul E. Patton 
Governor 

Mark R. Hutchinson, Esq. 
Sheffer-Hutc hinson-Kinney 
115 East Second Street 
Owensboro, Kentucky 42303 

Dear Mr. Hutchinson: 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 
www.psc.state.kv.us 

(502) 564-3940 
Fax (502) 564-1 582 

Ronald B. McCloud, Secretary 
Public Protectlon and 

Regulation Cabinet 

Helen HeltOn 
Executive Director 

Public Service Commission 

December 3, 1999 

RE: Western Kentucky Gas Company 
Case No. 99-070 
Petition for Confidential Protection 

The Commission has received the petition filed November 15, 1999, on behalf of Western Kentucky 
Gas Company to protect as confidential the data modification related to tariff revision due to 
finalization of a special contract. A review of the information has determined that it is entitled to the 
protection requested on the grounds relied upon in the petition, and it will be withheld from public 
inspection. 

If the information becomes publicly available or no longer warrants confidential treatment, you are 
required by 807 KAR 5:001, Section 7(9)(a) to inform the Commission so that the information may 
be placed in the public record. 

Sincerely, I 

dl+ Hele C. Helton CdL! 
Executive Director 

cc: All parties of record 

B D U C A W I O N  
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M I D  



Telephone: 
(502) 227-7270 

JoH". HUGHES 
c 

& 

Attorney at Law 
Professional Service Corporation 

124 WEST TODD STREET 
FRANKFORT, KENTUCKY 4060 1 

Telecopier: 
(502) 875-7059 

November 15, 1999 

Ms. Helen Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
Frankfort, KY 40602 

NOV 1 5 1999 

Re: Case No. 99-070 

Dear Ms. Helton: 

On October 7, 1999, Western Kentucky Gas Company filed fourteen special contracts and 
supplemental information about the revenue effects those contract reformations had on the 
pending rate case. At that time, Western indicated that there was one outstanding contract to be 
renegotiated and that additional information would be filed by November 15th. 

We are pleased to inform you that the customer accepted Western's proposal for 
continued transportation service, electing not to bypass the Company's system. An executed 
contract has been received from the customer and will be filed later this week. 

As a result of the requirement that the special contract be filed with the Commission, the 
revenue requirement filed with the application in this case must be modified to include the effect 
of this latest contract reformation. Consequently, Exhibits GLS-1 , GLS-3, and GLS-7 (testimony 
of Gary Smith, vol. 2 of 10, tab 11); FRlO(10)n - schedule 2 of 2 (vol. 10, tab 13); and 
Commission data requests: PSC DR#1-47(a) and PSC #3-9 as updated are attached. 

Because some of the information included in these responses is confidential, a petition 
for confidentiality is also being filed. 

If there are any questions about this matter or if additional information is needed, please 
contact me. 

rney for Western Kentucky 
Gas Company 

cc: Intervenors 
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COMMONWEALTH OF KENTUCKY Nov ,,j 1999 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

RATE APPLICATION OF WESTERN KENTUCKY 
GAS COMPANY Case No. 99-070 

PETITION FOR CONFIDENTIALITY OF CERTAIN INFORMATION 
PROVIDED IN VARIOUS REVISED APPLICATION SCHEDULES 

Comes now Western Kentucky Gas Company ("Western"), pursuant to 807 KAR 5:001, 

Section 7, and all other applicable law, and for its Petition for Confidentiality, states as follows: 

Since the filing of its application in this proceeding, Western finalized fourteen (14) 

special contracts, all of which were filed with the Commission. As a result of the finalization of 

those contracts, it was necessary for Western to revise certain of its application schedules to 

reflect the anticipated changes in revenue. Since that time Western has finalized one additional 

special contract which will also be filed with the Commission. It is accordingly necessary for 

Western to again modify the application schedules to reflect the effect on revenue created by this 

additional special contract. 

Western has therefore modified the following application schedules: Exhibits GLS- 1, 

GLS-3, and GLS-7 (Testimony of Gary Smith at Volume 2 of 10, Tab 1 l), and FR lO(10)n- 

Schedule 2 of 2 (Volume 10, Tab 13). 

1 



The information contained in Exhibit GLS-1 Schedules 2 through 4 of 4 and Exhibit 

GLS-7 Schedules 2 through 4 of 4 reveal volume and discount levels for the special contract 

industrial customer for whom a discount has been negotiated. The Commission has previously 

ruled in this proceeding that proprietary information of this nature is entitled to confidential 

protection for the reasons set forth below. 

Pursuant to KRS 61.878(1)(c) the following documents are eligible for confidential 

treatment: 

TJpon and after July 15, 1992, records confidentially disclosed to an agency or required 
by an agency to be disclosed to it, generally recognized as confidential or proprietary 
which is openly disclosed would permit an unfair commercial advantage to competitors 
of the entity that disclosed the records--”. 

This is the same standard adopted by the Commission pursuant to 807 KAR 5:0001, 

Section 7. Company specific details concerning volumes and confidentially negotiated discounts 

with private enterprises are generally recognized as confidential and proprietary. Disclosure of 

details pertaining to a particular customer’s volume and discount, are likely to cause substantial 

competitive harm to Western. Knowledge of these facts will provide Western’s competitors with 

a substantial advantage in future business negotiations with Western’s customers. Western’s 

competitors would have clear advantage in competing for these customers since knowledge of 

existing Western discounts would enable them to slightly undercut Western’s charges. On the 

other hand, Western’s unregulated competitors are nor required to make public similar 

information. 

2 
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Accordingly, the value of the information is derived by not being readily ascertainable by 

Western's competitors who would have a clear economic advantage upon disclosure. 

Negotiations concerning the discount were maintained with strict confidentiality. None of this 

information is posted or otherwise generally made available within the company or without. 

Only those employees of Western who have a legitimate need to know have knowledge of this 

information. 

Additionally, disclosure of this information would put Western at a disadvantage in future 

negotiations of special contracts with other industrial customers. There would be little room for 

bargaining when a potential customer knows exactly what discounts Western has negotiated with 

other industrial customers. This likewise would put Western at an unfair commercial 

disadvantage. 

WHEREFORE, Western respectfully requests that the attached be treated as confidential. 

One copy of the attached has been submitted with the confidential portions highlighted for 

review and consideration by the Commission. Redacted copies of these documents have been 

submitted with Western's filing. 

Respectfully submitted this &day of November, 1999. 

Douglas Walther 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, TX 75265 

SHEFFER - HUTCHINSON - 
Mark R. Hutchinson 
11 5 E. Second St. 
Owensboro, KY 42303 

I"EJ 
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John N. Hughes 
124 West Todd Street 
Frankfort, KY 4060 1 

VERIFICATION 

I, Gary Smith, being duly sworn under oath, state that I am Vice President of Marketing 
of Western Kentucky Gas Company, and that the foregoing statements are true of my own 
knowledge except as to those matters therein stated on information and belief, and as to those 
matters I believe them to be true. 

Attorneys for Western 
Kentucky Gas Company 

STATE OF KENTUCKY 
COUNTY OF DAVIESS 

st 
SUBSCRIBED AND SWORN to before me by Gary Smith on this the a dday of 

November, 1999. 

My Co&ission: 7 c p25 - a d  b 
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CERTIFICATE OF SERVICE 

I hereby certify that on the / i iYay of November, 1999, this Petition, together with 
fifteen (1 5 )  copies, was filed with the Kentucky Public Service Commission, 730 Schenkel Lane, 
Frankfort, Kentucky 40602, and a true copy thereof mailed by first class mail to the following 
named persons: 

Hon. David Spenard 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capitol Center Drive 
Frankfort, Kentucky 4060 1 

Hon. Me1 Camenisch, Jr. 
Stoll, Keenon & Park, LLP 
201 E. Main Street 
Suite 1000 
Lexington, Kentucky 40507-1 380 

Mark R. Hutchinson 

1 wkg\psc\rate\pet for con of revised application schedules2 
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