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2, fhar if, on or kfm tcn ( I  0) b y r  after he dale of entry of 
. this Opinion urd Order. the Respondmf filer a t u i f f  or uriff rupplement cffecdve 

upon five (3) days' norite to the Comahioh whicb cancels and supcrudes 
Supplement No. 113 b Tuiff Go-Pr P,U.C. KO. 8, nguding the Columbia 
Choke Pilot Rogmn. and bcorporucr tbc terms rad couditionr of the ~nlemenb 

' 4th &e O R  the OCA. tbc OS8A mcd an June 24,1998, md Errrmq filed on 
-1uIy6, I ~ . ~ ~ o r ~ n r p p l ~ p r o p o ~ n g ~ c h n u ~ t o a p u d Q e  
pilot p m g m  A d  he pcnnimd to bame rfRcri= 

3. lhrt ifthe Rupaadrni bu aot flled 1 miff 0 tariff 

supplanen! ~ ~ c c l i n g  and nrpaudLq fhe presently proposud pild p r o m  u p a  

Ordaing paragraph amber rwrp (2) above, on or befan k o  dryr of entry of thii 
Opinion md order, or been gmted rdditionrl time ta do so by orda of the 

'Cammisrioa: 
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.4, -fhst this Opinion and Order is without prejudice to any 

-Farm4 Complaints timely filed rgrinsl Respondmt'r proposed modl5crtiom. 

' ORDER ADOPTED: July 9.1998 

JUt 0 9  ORDEREKITRED: 
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BEFORE THE 

I’ EN N S Y LV AN I A I’ U R LIC UT I L ITY CO M M I SS I 0 N 

RE: Columbia Gas of Pennsylvania, 
Inc., Proposed Expansion of 
Rcsidential and Small Commercial 

Beaver, Butlcr Franklin and York 
Counties, Pennsylvania -- 
Supplement No. 183 to Tariff Gas - 
Pa. P.U.C. No. 8 

Transportation Pilot into Adams, R-00984344 

,JOINT PETITION FOR SETTLEMEW 
OF COLUMBIA GAS OF PENNSYLVANIA, Ih’C. 

AND ENRON CAPITAL AND TRADE RESOURCES, INC. 

TO THE HONORABLE CHAIRMAN AND COMMISSIONERS OF TllE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION: 

Columbia Gas of Pennsylvania, Inc. (“Columbia”), and Enron Capital and Trade 

Resourccs, Inc. (“Enron”) file this Joint Petition for Settlement (“Joint Pctition 11“) to resolve 

certain issues in conjunction with Columbia’s proposal contained in  Supplemeht No. 183 to 

Tariff Gas Pa. P.U.C. No. 8 (“Supplement No. 133”). In support thereof, it is represented as 

follows: 

1. BACKGROUND 

1. On April 24, 1998, Columbia filed Supplemcnt No. 183 with a proposed effectivc 

date of June 23, 1998. Columbia voluntarily extended the proposed effective date until July 10, 

8 2 0  ’d 
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2. In Supplcinent No. 183. Columbia proposes. i n k r  alia. (0: 

a. Expand its existing residential and small commercial (ransportation pilot 
in Washington and Allegheny Counties, Pennsylvania (the “Clioicc Pilot’) 
io residential and small commercial customers in the additional couniics of 
Adams, Besvcr, Butler, Franklin and York, Pennsylvania. If approved. 
Supplement No. 183 would increase the number ofcusroniers eligiblc to 
panicipate in the pilot from approximately 137,000 to 270,000 customers 
or about 70% of‘columbia’s small customers. 

6E0 ‘d I 

b. Continue to provide participating marketers in all counties with capacity 
options allowing marketers either to receive assignment of Columbia’s 
Firm Tmnsponation Capacity on Columbia Transmission Corporarioii or 
certify that the marketer has obtained Finn Transportation Capacity to 
deliver gas to Columbia’s City Gale; 

c .  Continue to ptovide for recowry of costs of Firm Transporiation Capacily 
not assigncd to marketers through a surcharge (“Customer Choice Ridcr” 
or “Rider CC”) applicable to a l l  core customers including those 
participating in the Choice Pilot:l’ 

d. Providc for recovery under Rider CC of Columbia’s budgeted costs of 
educating customers related to the third year of thc Columbia Choice Pilot; 
and 

c. To provide for rolling enrollment by customers on a monthly basis. 

3. On June 24, 1998, Columbia, the Office of Consumer Advocate (“OCA“), the 

Ofilce of Trial Staff (“OTS”) and thc Office of Small Business Advocate (“OSBA“) filcd a Joint 

Petition for Settlemen1 (“Joint Petition J”) with regard to Supplement No. 183. 

4. Enron and Columbia have met both before and aRcr the filing of Supplement No. 

183 io discuss issues of interest to Enron raised by Columbia’s proposed expansion of Columbia 

- 1/ The surcharge is applied to customers under the RS, RTS, RPS, SGS and SCT rate 
schedules. 
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Choice Pilot and hnvc reached the sclllcmcnt embodied in  this Joint Petition II. As part of such 

discussion, Columbia has explained that wliilc Cwlumbia and its marketing affiliate Columbia 

Energy Services (CES) are buth wholly omcd subsidiaries of Columbia Energy Group, 

Columbia is both structurally and hnctionally separate from CES. Each company has its own 

management structure and each exercises no control over thc other. The companics share no 

operating employees and, although CES maintains a regional officc in Pennsylvania, CES and 

Columbia are currently located in separate biiildings, Each company maintains separnte bookg 

and records. although those books and records are consolidated a1 the paruent levsl. 

5. Columbia has informcd OCA, OTS and OSBA, thc partics to Joint Pctition I, of 

the terms of this Joint Petition I1 and believes that such terms arc acceptable to the parties to 

Joint Petition 1. Neverthcless, Joint Petition I1 has becn served upon these parties with B letter 

requesting that they notify the Commission OF any objection thereto. Enron takes no position 

with respect to Joint Petition I. 

TI. SETTLEMENT 

6. Enron and Columbia agree to resolve all issues raised by Enron with regard to 

Columbia’s Supplement No, 183, RS Follows: 

(a) Columbia will adopt, as part of its Rider-Pilot Capacity Assignment (Rider 

PCA), and agrecs to be bound by, the code of conduct contained in the 

amcndcd Rider PCA tariff provision attached hereto as Appendix “A”, and 

such code of conduct shall govern operations under the Columbia Choice 

Pilot. The terms of this code of conduct are For the purposes of this Pilot 

3 
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only. Ihron has ngreed to this code oTconduct in recognition 01’ thc 

prccxisling slruclural and accounting separations already eshblished 

betwcen Columbia and CES; 

Columbia withdraws its request for a fee to be charged Lo a marketer when 

a customer already padcipating in the pilot switches to a new marketer. 

The tariff pages attached 3s Appendix “A” delete this proposed charge; 

Columbia will apply thc allocation proccdurc attached hcreto as Appcndix 

“8“ i f  i t  must limit elections by marketers to provide firm capacity 

pursuant to the provisions of Rider PCA and Rider CC; 

Columbia will revise the terms of its contract with marketers to reflect the 

provisions coiilnined in Appendix “C” to clarify and provide further 

flexibility with regard to the manner in which marketers meet the tariff 

requirement of providing firin capacity and Columbia’s proposed tariff 

will bc revised as reflected in the tariff pages attached hcreto 3s Appendix 

“A” to make related changes. Columbia agrees that i t  shall abide by the 

terns of the marketing agreement set forth in Appendix ”C” and that my 

violation o f  those t e r n s  shall constitute a violation of this settlement; and 

If this Joint Petition I1 is approved by the Commission, the tariff changes 

contained in Appendix “A” will supersede tariff provisions in Joint 

Petition I that are mended in Appendix “A,” 

(b) 

(c) 

(d) 

(c) 

4 
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I l l .  CONDlTlONS OF SETTLEMENT 

7 ,  Columbia’s and Enron‘s support for h e  revisions lo lhe Columbia Choice Pilot 

agreed to herein is conditioned upon the Commission’s approval of thc krms and conditions of 

chis Joint Petition I1 without modification. Ifthc Commission modifies such tcrms and 

conditions or other terms and conditions of the Columbia Choice Pilot, either patty niny elect to 

withdraw from the Joint Petition, and, in such event, this Joint Petition shall be void and of no 

effect as lo such pilot. The Joint Petition is proposcd by Columbia and Enron to settle all issues 

with regard to Supplemcnt No. 183 and is made without admission against, or prejudice to, any 

position which citlicr party may adopt in any subsequent litigation conccrning Supplement NO. 

183. or litigation in any other proceeding, except as required to implement the Joint Petition. i f  

approved, in future proceedings involving Columbia. 

8. Columbia’s and Enron’s positions on the issues raised by Supplement No. 183 are 

affcctcd by the fact that i t  is a pilot which is designcd to identify, among othct thihgs, the extent 

to which marketers can sewe firm customers without using upstream capacity which Columbia 

has contracted for lo serve its customers. Columbia and Enron specifically resene the right to 

advance positions contrary to this Joint Petition in future proceedings before the Commission, 

9. Columbia and Enron agree that approval of the settlement is in the public interest. 

I 
I 
D 
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W1-II.Z:KEFcJRE. Columbia and Enron, by heir respective counsel, request that the 

Com[nission approve this Joint Petition I1 and authorize Columbia to file the tnriFrsupplemcnt 

attached hereto as Appendix "A", on one day's notice. 

Respectfully submitted, 

Danicl Clearfield, Esquire 
Robert J. Longwell, Esquire 
Wolf. Block, Schorr and Solis-Cohen LLP 
212 Locust Strect, Suite 300 
Harrisburg, PA 1 7 1 0 1 

Attorncys for Enron Capital and Trade 
Resources, Inc. 

Darcd: July 6 ,  1998 

Michael W. Gang, Esquire 
MichacI W. Hassell, Esquire 
Morgan, Lewis & Bockius LLP 
One Corrimcrce Square 
417 Walnul SLrcct 
Harrisburg, PA 17101 

Keruietli W. Chistman, Esquire 
Mark R. Kernpic. Esquire 
Attorneys for Columbia Gas of 
Pennsylvania, Inc. 
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BEFORE 

THE PUBLIC UHLmES COMMISSION OF OHIO 

In the Matter of the Application of Columbia ) 
Gas of Ohio, Inc. for Authority to Arnend ) 
Filed Tariffs to Increase the Rates and 1 C a ~ e  NO. %987(3A-AIR 
Charges for Gas Service. 1 

In the Matter of the Application of Columbia ) 
Gas of Ohio, Inc to Establish the Columbia ) Cam NO. 96-1113.CA-ATA 
Cutomor Choice Program. 1 

ENTRY 
The Commission f i :  

(1) JUne 3,1994, Columbia a Of ob8 k\c (C0lumbh)t ffled a 
notice of intent to file .t\ application for an inctease in rates in 
its entire service atea. -0 in addition to the notice of intent 
and the application to inaease rate# a pint qeipulation and 
recornmendation WIS filed by most of the pardes to 
Columbia's prior rate case that would authorize Columbia to 
lncrease ib rates and to implement a comprehensive package 
of new sentices The joint stipulation and recommendation 
was supported by Columbia; the SW of the Public Utilities 
Commission of Ohio; the Ohio Consumers' &una& the 

Enron Energy Sarvicm; the city of T O W ;  the city of 
Columbus; the Bay Area Council of Govemxnents, the Greater 
Cleveland Schools Council of Govemmentr8 and the 
Erie Rqioau l  Council of Governments; the Ohio Farm 
Bureau Federatio~ and the hdustrirl End USeft.ohi0 (the 
Collaborative). The Commission adopted the 1994 stipulation 

, in its Opinion and order dated Novcmber a0 1M. 

On*Oetoba 28, 1996, mpmbers of the Collaborative filed a 
Tho 19%. 

stipubtion amendment waa the mult of du reitention of the 
Couaborative process contemphted by parapaph 46 of the 1994 
stipulation. Among other thine, the stipulation amendment 
ptwided that Columbia would not file a notice of i n t d  to 
file an application to increase rates, nor tequeet modification 

no upward base rata adjustment upon itr transporndon or 
d e s  customers, or additional accounting deferrals, except 

fndus&hI Ene%y COnSUle?3; HOnda Of A U W X h  M f S . 8  he; 

(2) 
pfopsed amendment to the la stipllllatia 

of accounting practlca, fot additional COSt defernb, p d r  to 
Mafih 1,1998, a d  that8 PdOr t0 JanUay 1,19% there be 

I 
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those that may be necessary to effectuate Columbia's 
residential trampottation program, referred to as "Customer 
Choice", or those that may result from generic proceedings 
with industry-wide application. Further, Columbia waa 
permitted to retain in 1996, 1997, and 1998 the revenues 
retained from historic off-system sales and the revenues 
retained as a result of continuation of the Fedetal Energy 
Regulatory Commission Order 636 transition cost surcharge as 
set forth in Sections 5 through 9 of the amendment 

(3) On October 17, 1996, Columbia filed €or approval Full 
Requirements Genaal and SmaU Gened Transpottation 
Service Tariffs in order to establish ib Customer Choice 
program. This program is to make gas ttanspottNbn service 
available b k i d a t i d ,  small commmci& and human needs 
customers. By Opinion and Order daw J m u ~ y  9, lW, the 
Commission approved Colurnbta's Customer Choica p t o p m  
subject to the incotpotation of ceztain recommendations of 
the Commission's staff and o h t  mdifieatiot\o of the 
Commission. The first phree of the pr~kam, which began on 
April 1,1997, is curnntly in effect in the Toledo/Lucu County 

pmgmm io contingent upon an evaluation o 3 E Z L B  of 
the program during the first year and a satbhctoy resolution 
of the transition cost issum of the prognm that are being 
reviewed by the CoUaborative prior tro the end o€ th,e fimt 
pbw. 

area for a oneyear period. Continuation and ofthe 

(4) On November 28,1997, the Collaborative, lfta considerable 
negotiation, filed what has been entitled. a Second 
Amendment to Joint Stipulation and Recommendation 
(Second Amendment) in the above captioned cws to address I -  . k e  iceus of d u n  capacity -COS& with 
continuation of Columbia's Customer Choice program. The 

the 1996 amendment to the 1994 stipulation. Except as 
spedkally noted, the Second Amendment is not intended to 
alter the provisions of the 1996 amendment and the 
Customer Choice prognm. Below iue some of the mote 
salient terms of the Second Amcndmant: 

(a) 

* 

sscond Amendment also propom ccrtrin arnAiiirltCON to. 

I 
I 

I 
Pursuant to the agreement, Columbia wbuld not 
file a notice of intatt to file an appliation to 

that, prior to January l,2006, there will be no 
inaease bascrates prior to March 1, lW, and 

,I 
I 
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upward base rate adjustment, by rider or 
orhewife, requested by Columbia upon its 
transportation ot sales customers except in 
accordance with the limit& circumetu\cm set 
forth in the Second Amendment. 

@) It b the intent of rhe parties t6 the Second 
Amendment that the Customer Choice program 
be made available throughout Columbia's 
service territory after the review of the initial 
phase o€ the program. The paxtia intend that 
an additional pleading will be filed in Bufy 1998 
seeking Commission approvil of the needed 
miff revisions to auzompliah thb eqmsbm In 
keeping with that d&, the Second 
Amcndmont seeks appmd far a fundin8 
mechanbrn, and the eatablirhment ot a 
transition capaaty cost tecovey pooh ckrignad 
to ofbet the transition apac5ty caa& for the 
period be@uhg A p d  1,1997 md ending foru 

appmving the exparuior\ and/or continuation 
of the Customer Choice p- The putics 
have requested rppmal of .the hurdhg 
mechanism (and the associated m* SO 
that it will be available upon tho issuance of a 
Couunission ordm approvkrg the exprJuion. 

yerus from the date of the Couunissh order 

(c) The Second Amendment d e  haw the 
ttonsition capdty.=sco recovezy pool wfu be 
created a d  mcchanibm for the fecovct~~ of 
thotie costs The pool will be comprised of 
pipeline and storage capadv COBtl rruriatccd 
with S a b  WtOmeR th8t lni@ate to 
mmprtation servicr under the Customer 
choice ptogram. Hiotoric?lly these codb have 
beul tecoveted through the Gar cast Recovery 
(GCR) rates. The transition crpscity QDdb from 
the resulting Customer Choice prm shall be 
identifiad and removed from Calmbids GCR 
on a monthly basis and placed @bo a ireparate 
account rekrenced as the transition apadty 
coctprocovery pool. The funding mechanism 
for the recovery of the transition Capwiy COGfii 
includes the crediting of revenues rebkted by 
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Columbia. These revenues ue attributable to 
voluntary upaaty ruignnrents, daily balrncing 
services (the existing Optional Balandng Service 

Part 70 Sheet 86 of Columbia's tariff $hall k 
fixed at $.3214/Mcf effective with bsuance of this 
entry and a new Statewide Optional Balancing 
Service 9haU be offered at a fee of $.W/MCt), 
interstate pi eline company refunds totaling 
$21,711,000, L C Order 636 7ransltion Coot 
Surcharge, and a portion of Columbia's annual 
off-system revenues as set forth in the 
stipulation. It is agreed to by the parties, 
howevcr, that the fundin8 mechanism does not 
guarantee Columbia's recovey of transition 
capacity coctl or ptognm cos& but does offer 
Columbia the opportunity to recov%t its 
transition capacity crxsb and p q p m  co6b. 

(d) Coiwnbia's Transition Capiacity Cat  Recovery 
Rider, contained on origin?l sheet 85 of 
CoIumbia's ruiff, shall be suspended if and 
when Columbia'$ Customer Chob p m p m  is 
expanded following the ComxnW~n's review of 
Columbia's existing pilot ptogtun, and said - until 
ridez shall remain 
such time that the Co bomtivt teCOUUn~d8, 
and the Cokmissim orders, that it be reinstated, 
with or without modification. '];he Conunissibn 
would note that nothing in the stipulation 
affects the legality of the Tsansition capdty 
Cast Recovery Rider; it is merofy baing 
suspended. 

*' (e) The Second Amendment addmum the 
dlspition of ochybtan mla, as definrd @y the 
stipulrtion, and capacity release Cev- If, 
and to the extent that O&SYS~IMII sa&s revcnua 
exc#ds $183 million fix the sixteen-month 
period ended December 31,1997, all offaystea\ 
Sales revenue in of $18.2 mitlion for said 
period shall k sltnlted between the GCR and 
Columbia, with SO p e w  of the revenue being 
credjfod to the CCR and 50 Qereant being 
retained by Columbia- If, and to the exbent that 
off-systan sales revenue exceed8 S172 million 

'. 
4 
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for calendar year 1998,1999, 2OOO, or 2001, aU o s  
system wlec revenue in ex- of 517.2 million 
for any such year shall be allocated between the 
GCR and Columbia, with 50 percent of the 
revenue being d t e d  to the GCR and 50 
percent being retained by Columbia. With 
regard to capaaty release fovmw, as defined in 
Attachment C to the stipulation, for the sixteen- 
month period ending December 31,1997, and for 
calendas yeaft 1990, 1999, Moo, Md 2001, 
Columbia may retain 50 percent of its capaty 
release revenue, or $3 million, whicheva is 
less, for the period. 'These  revenue^ de#ribed in 
this paragraph may be booked as earned 
throughout the benn of the program at 
Columbia's disaeaon. 'Ihe Commission will 
dir%t Columbia to in ita CCR w l y  
filing to whom it mbL;86 offdp- salrrr. 

. *  

Furthtr, the second hwndment ptovtde, for a 
partial trw-up adjustment to address 
undu/overmcovery of tramition capacity c#tr, 
with Columbia being at risk fog 11 percent of 
under-recovered transition capaaty celeb. The 
true-up also pnwidm for, a shuing of certain 
revenue bahces over-teaouered, with 75 

retained by C o l d A  

Columbia will provide to the Coprtniroion and 
the i=ollabarative reports detailing the status of 
the Customer Choice ptogram. 'Ehc m p b  will 
be Ated with the commisdion by May 1 and 
November 1 of e& yeer through May 1,2002. 
n\r causborativc egreo to meot in January 2ooo 
to &CUSS and ali issues related to the 
implementation of the second Ameadmcnt. 
Finally, the Colfaboratim has set forth in 
Attachment D to the stipulation tho proposed 
accounting for the mttorr dawibed in the 
stipulation, of which it requests Commission 
approval. 

percsntbemgaedited to the CCRand 35 percent 

(5) By entiy dated pecember 2, 1997, interested pef!io\b W- 
provided the opparhlnity to file written couunenB on the 
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Second Amendment by December 18,1997 and to Ne reply 
comments by December 29,1997, The East Ohio Gas Company 
(East Ohio) filed comments to the stipulation and MC2 Inc., 
the retail energy marketing subsidiary ol MidCon Corp., (Ma) 
filed comments and a motion to intervene. MC2 
subsequently filed a notice of withdrawal of its comments and 
petition to intervene. 

East Ohio, although not commenting on the s-c term of 
the Second Amendment, believes that the Commission 
should evaluate the stipulation in light of the partidm of 
Columbia's program and should not evaluate the stipulation 
os a possible template foot other local &~ls distribution 
companies am), East Ohio states that there are other wlys 
of designing an unbundling p'oprn to minimize stranded 
costs such as East Ohio has done with its murdatory apacity 
assignment provisions of its Choiw propam. In 
response to East Ohio's comments, the Commiuion would 
note that it is evaluating the Second Ammdmcnt h the 
context ot Columbia's program. Its appliubw to other tDc 
gas choice progtams would have to be evaluated on a cas&y- 
m e  basis. The Cornmission would also ulrr to nota that, 
although Mc2 withdzew itb intervention, it a d  other 
marketers sti l l  have ttte opportunity to psrticiplte in future 
Customer choice pmgrarn-nlated hues and have acccsB to 
reports, meetings, and information as noted in colirmbia's 
yearsnd report to the Commission regardins the Customer 
c h o c c e p ~ .  

(7) The Commission €hds that the Second Amendment meeta 
the standards for W i n g  that stipulations are teiwnable 
which have been applied in a n u m k  at prim Commission 

, p'bceedinge and endorsed by the Ohio Supreme Court. See, 
Cinciti~ti a & EIcmic CO., Cape NO 91410.EL-AIR (Aptil 
14,1994) and mus. Enngy Consumar of Ohio P o w  CO. 0 . .  
Pd. Uril. Comm., 68 Ohio st. 3d 547 (1994). The Commission 
finds that the second Amendment balances divergent 
interests and viewpoints. The stipulation is the product of 
senow bargaining among capabk, knowled~eable parties, as iS 
demnsttated by the extensive expertk and experience in a 
wide variety of pubiic utility issues pogscssed thc members 
of the collaborative. Further, the stipulrtion benetits 
ratcpaycts and the public intorest 'by providing a mechanism 
to help facilitate the expansion of CoIumbWs Customer 
Choice program without increasing existing rates to cover the 

. 
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costs of expanding the program and assadatcd traruition cwb. 
'Ihrough a redocation of cunent and future revenues 
received from all classes of ratepayers, as well as gas 
marketers, Co~umbia will have the opportunity to recover its 
costs upon the expansion of the Customer Choice program. 
Columbia will a h  be assuming a portion of the costs 
associated with the program. 

This stipulation also d m  not vtolute any important 
raplatory principal or practice. The stipulation ptovides €or 
continued oversight of the program by the Commission and 
the Collaborative and will provide Columbia's customers 
more choices to fulfill their energy needs. At the same time, 
the stipulation provides Columbir with the Incentive to 
c x p d  its progpn statewide by providing a mechanism to 
recover transition cap- costs multhg from the ptogran\. 
In fact, the stfpulatbn supporb several resutrtory principals 
relating to the introduction of competition in the enetgy 
industries. We obseme that the recovery mechanism 
indud- mitigative opporhrnitiea and incentives regarding 
transition capacity codl, contriiution from existing 
transporters, and li contribution fkm n w k e t e ~ ~  the amount 
of which gtows as their putidpation e Further, while 
a noticeable portion of the tccavcry of transition m p d q  co86, 
depends on Columbia's abiltty b perfom well in the off- 
system eale m a r w  the ptoceeds-ohuing n\echarrism, which 
'indudes eamings opportuith, ptoyidee Columbia the 

o€f-system sales 18venue~. Finally, the incentive to sxwmuze 
transition capacrty costs am recovezed without any rate 
incrw# to any customer class The Conmimion sees this 
stipulation a providiq benefits to ail o€ the 
industry. 

. .  

The Commhion rlso finds that the ram, terms, and 
conditioM of the Second Amendment uo just, reasonable and 
supported by the! attachments to the s t i p d a t i a  However, 
the Cornmission wishes to certain chtificatioru One 
clarification is regarding Columbia's agtecrnent to maintain 
its current Customer Choice pmgrm activitW a0 shown on 
Attachment B of the stipulation. We intsiprot this agreement 
as a commitment by Columbia to conduct the same type and 
quality of program activities as those in dhe Toledo area in a 
quantity proportimate to the size of the expansion tenitoy to 
be decided subsequent to the Commission's review of the 
ongoing customer choice program conducted this spring. 
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94-907-GA-AfR et al. -8- 

The dollar amounts shown on Attachment B are not intend4 
as a cap on amounts to be spent in any expanded am, but are 
merely demonstrative of activity costs incuned by Columbia 
in the Toledo area. We also wtsh to make clear that with 
regard to the future collaborative discussions and 
recommendation which my alter the terms of the Customer 
Choice program, implementation of cud\ recommendations 
would required Coxnmission approval. We would further 
note that any future discussion or recomxnendatioiu initiated 
by the collhrative does not preclude the Commission from 
bkmg any action it deems appropriate with tegard lo the 
program Lastly, we note that the parties have agreed to 
utilize the collaborative process for the purpe of resolving 
questions related to interpretation and application of the 
Second hmdment and accompanying tariffi Although, the 
parties to the collaborative have the ability inforenrlly resolve 
their disputes, the Couunlsslon will be the ultimata arbitan in 

. disputes over interpretations of the stipulation ad tiuilb, 

Wlth thobt clailficationa md abservations, the Second 
Amendment should be appmvd As put of the Second 
Amendment, the partfee have submittrd propod tuifb and 
propoced accounting treatments consistent with the 
stipulation The commission finds that m tuifp5 Ill\d 
accounting treatmen& conform to the stipulation, are @t and 
reasonable, and should be approved The new tuiffr shall be 
effective with the date of the !ssuance of thia a\ty on a 
rervice tondefed basis. 

It is, therafore, 

ORDERED, That the Second Amendment to Joint Stipulation and 
Recommendation with the proposed tariff d\anecs and IccOunting treatmen& be: 
approved bd adopted, subject to the clarifications, findbp and directive noted in 
Fmdings (4) and (7). p b, further, 

ORDERED, "hat Columbia is authoFized to carscel and withdnw its pTeset\t tuiffr 
affected by the Second Amendment and to file in final brm four comptete p M t d  
copies of its IwisBd tarifb which are h b y  approved. 'Iha tiuiffb will be effective with 
the issuance of this entry on a d c c  r e n d 4  basis It b, furth+r, 
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94-987-GA-dR et al. 9- 

ORDERED, That a copy of this entry be s e n d  upon all pattieE who received a 
copy of the December 2,1997-entry in this matter. 

RRG/pdC 

719911 
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’ 4-22 t-2 ’ Ob 1-404 P. 11/12 Job-335 

BEFORE 

THE PtrsLIC UTILITES COMMISSION OF OM0 

In the Matter of the Notice of Intent of 
Columbia Gas of Ohio, Inc. to File an 1 

) C a ~ e  NO. 949874A 
Application to hcrease Rates. 1 

AIR 

In the Matter of the Ap lication of Columbia 

Customer Choice kogram. 

) 

1 
CaSe NO. 96.11134A-ATA Gas of Ohio, Inc. to Esta t lish the Columbia 

CUl@,LNG OF A. 

Back at the time of the initiation of the Told0 CUS~O~WZ Choice Pilot, I had 
written separately encouraging the p e  to come up with creative mechanbms for 
recovery of stranded costs rather than simply twing cutomem for 1 W o  of these costs 
through a government-mandated surchatge on theh pockehob. 

I am pleased with all the ptognss the patties have made on this issua. I believe 
the stranded cost recovery proposal voluntatily a@ to in this stipulated agreement 
iflustrates that with a lot of dedication and compromise, 8 “win/wW’ propod that 
balances the needr of all stakeholders can be crafted. I bellem the p m p d  provide8 an 
.excellent d e l  for addreming this difficult issue. 

Most noteworthy is that the recovery mechanism provides mitigation 
oppotrunities and incentives to the corn any relative to this hue. The company does 

provided incentives and is a>rpectrd to use its own self-help activities to market its 
excess capaaty in order to ofkat these costs. Ab0 noteworthy is that there is an 
element of ”marketer pays” wherein a pottion of the stnrrded costs are migned to the 
marketers who will otherwise profit in any new open market Although the 
marketers will inevitably attempt to plbs-through certain of ttu?ae COS&, this propa l  
introduces market f o a  urd competition into the tecovery and pass-through of 
stranded’costs? Such an approach is far preferable to *ply ~ x Q  all customers 100% 
for recovery of these costs and ulng the heavy-handed tooh of ngul.tion and 
government to extract these dollars from customer Finally, there is rn 
amount (approximately 11Y0) for which the company is sim ly at riJk and which it 

customers. 

not simply get an automatic return ot a! ifa investment in a lump sum. Rather, it io 

needs to recove through its overall financial resub r a k  L u a d L c c t c h u g t o  

The proposal accornplisb several p it albpw, vibrant competition in 
natural gas to occur at the outset without 3F- g stranded coat recovery a barrier to 
entry. Secondly, it uses ucative m e w  ior recovery of authorized stranded costs 

’ Tho East Ohio approach of w i p i n g  ca raty ta arch d rh new a¶&& (including f i s t  
Ohio’s own dfihte) is mother creative use of J e “muketes p a w  concept 
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without either raising rates to customers of requiring long transition periods that hurt 
competition. 

As Ohio debates this h u e  in electridty, it is noteworthy that many of these very 
same parties were able to work up a "&/win" solution in the natural gas arena. 
Although there are certain differences between the two industries, there are also many 
Jimilarities which would suggest that all policymakers note what has occurred by 
voluntary agreement of the arties in this im ortant case. My compbents to the 

arrangement a 

panies and our excellent PUC8 Staff for being a E Le to craft this sigruficant and creative 

** Gaig k Glazer 
Chairman 

CAG:dj 
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PSC Data Request Set 4 

Question No.7 
Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED OCTOBER 29,1999 

CASE NO. 99-165 

Question No. 7 

Provide the identities the nine marketers that have shown an interest in providing service 
to small volume customers in Kentucky. 

Response: 

The marketers that have expressed an interest in the proposed small volume gas 
transportation program are as follows: 

Alliance Energy 
Columbia Energy Services 
Engage Energy 
FSG Energy Services 
Scana Resources 
Southern Gas Company 
Stand Energy 
United Gas Management 
Volunteer Energy 
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e 
PSC Data Request Set 4 

Question No.8 
Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED OCTOBER 29,1999 

CASE NO. 99-165 

Question No. 8 

Provide a copy of the license agreement with Columbia of Ohio for use of the registered 
service mark, Tustomer Choice." 

Response: 

Please find attached a copy of the license agreement with Columbia Gas of Ohio. 

'I 
'I 
I 
I 
I 
I 
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TRADEMARK LICENSE AGREEMENT 

This Agreement by and between Columbia Gas of Ohio, Inc., a corporation of Ohio, 

having its principal place of business at 200 Civic Center Drive, Columbus, Ohio 432 16-01 17, 

hereinafter referred to as “LICENSOR, and Columbia Gas of Kentucky, Inc, a corporation of 

Delaware, having its principal place of business at 200 Civic Center Drive, Columbus, Ohio 

43216-01 17, hereinafter referred to as LICENSEE”, sets forth the terms and conditions under 

which LICENSOR and LICENSEE has been and will continue to license the use the Service 

Mark “CHOICE” (Mark), attached hereto as Exhibit A, and effective as of the 2 day 
4 

WHEREAS, LICENSOR is the owner of the entire right, title and interest in and to the 

Mark for which LICENSOR contemplates filing a United States trademark application for public 

utility services, namely supplying natural gas and energy services to others, and promoting 

public awareness of the need for and benefits of using natural gas as an energy source in Class 

39; and for which LICENSOR is the owner of the goodwill associated therewith; and 

WHEREAS, LICENSEE has, pursuant to oral permission from LICENSOR, used the 

Mark since August 8, 1996 in connection with its similar services, and desires a written license 

to use the Mark in connection with public utility services, namely supplying natural gas and 

energy services to others, and promoting public awareness of the need for and benefits of using 

natural gas as an energy source in Class 39, which services are advertised and sold or promoted 

by LICENSEE; and 

WHEREAS, LICENSOR desires to maintain and increase recognition of its Mark and 

the goods and services offered thereunder and regards licensing use of the Mark under conditions 

insuring the quality of the goods and services rendered thereunder as a vehicle for increasing said 
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recognition; 

NOW, THEREFORE, in consideration of the mutual covenants set forth herein, the 

parties agree as follows: 

1. LICENSEE recognizes and acknowledges that the Mark is the exclusive property 

of LICENSOR and that all use thereof by LICENSEE shall insure to the benefit of LICENSOR. 

In consideration of One Dollar ($1 .OO) and other good and valuable 2. 

considerations, LICENSOR licenses LICENSEE to use the Mark in connection with public 

utility services, namely, supplying natural gas and energy services to others, and promoting 

public awareness of the need for and benefits of using natural gas as an energy source in Class 

39. The rights to use the Mark may not be sub-licensed or assigned by LICENSEE without prior 

approval by LICENSOR. 

3. LICENSEE agrees that the services which LICENSEE shall offer under the Mark 

shall be of high quality, and shall be rendered according to such specifications and standards as 

may be communicated by LICENSOR to LICENSEE fiom time-to-time. LICENSEE further 

agrees that LICENSOR shall have the right to check the quality of all services rendered under the 

Mark, and for that purpose, LICENSOR shall have access to LICENSEE’S premises at 

reasonable times during regular business hours. 

4. LICENSEE agrees that it shall use the Mark only in such form and manner as may 

be approved by LICENSOR, and in accordance with such specifications and standards as may be 

communicated by LICENSOR to LICENSEE fiom time-to-time. All advertising, promotion and 

other use of the Mark will be in good taste and in such manner as will maintain and enhance the 

value of the Mark and LICENSOR’S reputation for high quality. Before releasing any 

advertising, promotion, or other material in which the Mark is displayed, LICENSEE shall 
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submit to LICENSOR, for its approval, a sample of each intended use of the Mark, including 

finished art work and printer’s proofs, sufficiently far in advance to permit LICENSOR to review 

the form and manner in which the Mark is displayed. LICENSEE agrees to change any use of 

the Mark or any proposed use of the Mark of which LICENSOR does not approve. However, 

LICENSOR shall not unreasonably withhold its approval, and any sample or example of art work 

submitted to LICENSOR hereunder which as not been disapproved within fifteen (15) days after 

receipt thereof shall be deemed to have been approved. 

5 .  Should LICENSEE fail to maintain the required standards of quality or otherwise 

fail to comply with the specifications and standards as communicated by LICENSOR to 

LICENSEE from time-to-time, LICENSOR may cancel this Agreement forthwith. 

6 .  This Agreement may be canceled by either party on thirty (30) days written 

notice. 

7. Upon termination of the Agreement for any reason whatsoever, LICENSEE shall 

immediately discontinue all use of the Mark, and will not at any time thereafter use the mark, or 

any other trademark, service mark or trade name similar thereto or likely to be confused 

therewith. 

IN WITNESS WHEREOF the parties hereto have executed this Agreement effective as 

of the date first written above. 

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

BY 
An&% J. S o n d e r m a n w  

Secretary arid &era1 Counsel Secretary aql GenerafCounsel 
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Applicant: Columbia Gas of Ohio, Inc. 

Address: 200 Civic Center Drive, Columbus, Ohio 43216-01 17 

Date of First Use: August 8, 1996 

Date of First Use in Interstate Commerce: August 14, 1996 

Goods/Services: Public utility services, namely supplying natural gas to others 

CHOICE 



PSC Data Request Set 4 
Question No.9 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED OCTOBER 29,1999 

CASE NO. 99-165 

Question No. 9 

When it becomes available, provide the opinion form the Kentucky Revenue Cabinet 
regarding the ability to collect and remit gross receipts and sales taxes from small volume 
transportation program customers. 

Response: 

Columbia Gas of Kentucky will provide the Commission with the opinion of the 
Kentucky Revenue Cabinet regarding gross receipts and sales taxes as soon as it is rendered. 



PSC Data Request Set 4 
Question No. 10 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED OCTOBER 29,1999 

CASE NO. 99-165 

Question No. 10 

Explain if lost stand-by sales revenues are going to be stranded by backing them out of 
gas cost, or if they are going to be included as revenue opportunities and charged to sales 
customers through the Gas Cost Adjustment mechanism. 

Response: 

The impact of lost stand-by revenues will be incorporated in Columbia’s Gas Cost 
Adjustment (“GCA”) mechanism and Stranded Cost/Recovery Pool. For customers that switch 
from stand-by to SVGTS, the actual accounting for lost revenue will be reflected in the Stranded 
CostRecovery Pool via charges for stranded demand and credits for applicable revenue 
opportunities. In the GCA, there is a decrease in the demand charge recovery generated by 
Standby Service demand costs and an increase in the Mcf sales volume used in the denominator 
of the calculation of the per Mcf demand cost of gas. The result is a slight decrease in the 
demand cost per Mcf used in the Expected Gas Cost component of the GCA. 



BEFORE THE PUBLIC SER 

PSC Data Request Set 4 
Question No. 1 1 

Respondent: Scott Phelps 

IMISSION OF KENTUCKY 
CASE NO. 99-165 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED OCTOBER 29,1999 

Question No. 11 

The Testimony of Scott Phelps, page 5 ,  says that to calculate GCR demand stranded cost, 
small volume transportation program volumes from line 1 are multiplied by the value in line 3A. 
Proposed page 58 of Columbia's tariff says stranded GCR demand cost will be determined by 
multiplying the expected demand cost component of Columbia's GCA times the volumes 
delivered under Rate Schedule SVGTS. 

a. Is there a conflict here? 

b. Isn't Columbia's proposal for the demand component of the Expected Gas Cost to 
be calculated using the methodology in line 3? 

C. If the tariff is correct, does stranded GCR demand cost reflect demand without 
choice instead of demand with choice? 

d. Is this Columbia's intention? Explain. 

Response: 

a. In drafting the tariff language on Sheet 58 it appears the new definition of 
Expected Demand Gas Cost was overlooked. The testimony of Mr. Phelps 
accurately reflects the calculation of the demand cost that will be stranded and 
charged to the Stranded Cost/Recovery Pool. 

b. Yes. 

c. 

d. 

The tariff should be revised according to the response in (a) above. 

Please refer to (a) above. I 
1 
1 
1 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Response to Commission's Order 

dated October 29, 1999 was served upon all parties of record by regular U.S. Mail this 

12' day of November, 1999. 

g k577&(*) 
Amy L.dConcelik 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

Hon. Richard S .  Taylor 
Attorney at Law 
Capital Link Consultants 
3 15 High Street 
Frankfort, KY 4060 1 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
2 1 10 CBLD Center 
36 E. Seventh Street 
Cincinnati, OH 45202 

Hon. Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
P.O. Box 2000 
Frankfort, KY 40602 

Hon. Anthony G. Martin 
Attorney at Law 
P.O. Box 1812 
Lexington, KY 40593 

Hon. Edward W. Gardner 
Director of Litigation 
Lex-Fayette Urban County Government 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

Commonwealth Energy Services 
745 West Main - 5' Floor 
Louisville, KY 40202 

'I 
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FSG Energy Services 
6797 North High Street 
Suite 3 14 
Worthington, OH 43085 

Hon. Douglas M. Brooks 
Louisville Gas & Electric Co. 
220 West Main Street 
P.O. Box 320 10 
Louisville, KY 40232 

Mr. Jack Burch 
Community Action Council for Lexington- 
Fayette, Bourbon, Harrison & Nicholas 
Counties 
P.O. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Hon. John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite # 1 10 
Cincinnati, OH 45202 
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In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS 
OF KENTUCKY, INC. TO IMPLEMENT A 
SMALL VOLUME GAS TRANSPORTATION 
SERVICE, TO CONTINUE ITS GAS COST 
INCENTIVE MECHANISMS, AND TO 
CONTINUE ITS CUSTOMER ASSISTANCE 
PROGRAM. 

- 
1 
1 
1 
1 

1 
1 
1 
1 

1 CASE NO. 99- 165 

POST-HEARING BRIEF OF 
COLUMBIA GAS OF KENTUCKY, INC. 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
Amy L. Koncelik, Attorney 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 432 16-0 1 17 
Telephone: 614-460-4666 

Email: akoncelik@ceg.com 
F a :  614-460-6986 

Richard S. Taylor, Esq. 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 4060 1 
Telephone: 502-223-8967 
Fax: 502-226-6383 

Attorneys for 
COLUMBIA GAS OF KENTUCKY, INC. 

November 12, 1999 

mailto:akoncelik@ceg.com


POST-HEARING BFUEF 

I. PROCEDURALBACKGROUND 

On April 22, 1999, Columbia Gas of Kentucky, Inc. ("Columbia") filed an 

application to implement a small volume transportation program, the CHOICE@'program 

("CHOICE program'' or Yhe program.") The program was proposed in order to enable 

residential and small commercial customers to contract with a natural gas marketer for 

their gas supply. While Columbia will still deliver the natural gas supplies to homes and 

businesses and operate as the supplier of last resort, this new program will give customers 

the opportunity to choose and the opportunity to save money. The application also 

proposed the continuation of the gas cost incentive mechanisms approved by this 

Commission in Case No. 96-079, as well as the continuation of the Customer Assistance 

Program. 

Although the application was not filed until April 1999, the procedural history for 

this case actually dates before that time. In Administrative Case No. 367, this 

Commission stated that it encouraged the idea of small volume transportation programs 

in the Commonwealth of Kentucky. (See "In the Matter of the Establishment of a 

Collaborative Forum to Discuss the Issues Related to Natural Gas Unbundling and the 

Introduction of Competition to the Residential Natural Gas Market," Administrative Case 

No. 367, Order dated July 1, 1998) Further, the Commission stated that Kentucky 

companies should engage interested parties in a collaborative dialogue in order to 

develop such programs for submission to the Commission for approval. Columbia took 

Customer CHOICESM is a service mark of Columbia Gas of Ohio, Inc. and its use has been licensed by 
Columbia Gas of Kentucky, Inc. CHOICE@ is a registered service mark of Columbia Gas of Ohio, Inc. and 
its use has also been licensed by Columbia Gas of Kentucky, Inc. 

2 



the Commission’s statements seriously and in January, 1999 formed a collaborative to 

develop a small volume transportation program. As stated in Mr. Byars’ testimony, the 

Collaborative included participants from the Office of the Attorney General of the 

Commonwealth of Kentucky, the Lexington-Fayette Urban County Government 

(“LFUCG”), and the Community Action Council for Fayette, Bourbon, Harrison, and 

Nicholas Counties (“CAC”). (Transcript (‘‘Tr.”)2 p. 26) Columbia also enlisted the aid 

of FSG Energy Services, a natural gas marketer, in order to gain insight from that distinct 

perspective. (Tr. p. 26) The result of the collaborative discussions is the April 22nd 

filing, which is not opposed by any party3. 

Various parties, including Louisville Gas & Electric, Stand Energy, CAC, 

LFUCG, and United Gas Management have formally intervened in this case. None of 

those parties have presented any adverse testimony or evidence regarding Columbia’s 

proposals. Indeed, the impromptu hearing testimony of Mr. Gerald Borchert of Stand 

Energy, a natural gas marketer participating in numerous small volume transportation 

programs, demonstrates the support Columbia has received for the program. (Tr. pp. 144- 

163) 

11. OVERVIEW OF THE CHOICE PROGRAM 

A. The CHOICE Program as proposed by Columbia will benefit Columbia’s 
customers. 

A primary impetus behind Columbia’s CHOICE program is the conviction that all 

of Columbia’s customers should enjoy the opportunity to save money on gas costs that 

References to “Transcript” or “Tr.” refer to the transcript of evidence from the hearing held on October 
12, 1999. 
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has been enjoyed by large volume customers for almost twenty years. In order to create a 

program in which small volume customers could enjoy this opportunity, Columbia 

reviewed transportation programs in other Columbia-served jurisdictions and pulled 

aspects from each of the programs which were successful and which fit with the needs of 

Columbia and its Kentucky customers. (Tr. p. 54) 

Participation in the program is entirely voluntary. Customers are protected 

against “slamming” by marketers through the safeguards that have been included in 

Columbia’s sign-up procedures, such as the need for a marketer to have the customer’s 

account number to sign up through Columbia’s electronic file system. Customers are 

also protected against “spamming,” the unauthorized inclusion of products/services on a 

customer’s bill, by marketers because Columbia will continue to issue the customer bill. 

There will not be an opportunity to include other services or products on the bill for 

which the customer did not contract. 

Expected Gas Costs for those customers who choose to continue purchasing gas 

from Columbia will remain at the same level as if the small volume transportation 

program did not exist. As stated by Mr. Byars, the program simply presents an 

opportunity for small volume customers to choose an alternate commodity supplier and 

possibly save money on their gas costs. (Tr. p, 12) Experience in other Columbia 

jurisdictions has shown that customers will chose an alternate supplier if given the 

opportunity, and thereby will save money on their gas costs. As referenced by Mr. Byars, 

approximately 36 or 37% of customers in Columbia Gas of Ohio, Inc.’s service territory 

have chosen an alternate supplier under the Columbia Gas of Ohio CHOICE program. 

It should be noted that the Attorney General’s office does not take a position on Columbia’s application. 
(Tr. p. 29) 
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Savings have been close to 10% on the residential side and approximately 12% on the 

commercial side in that program. (Tr. p. 102) 

Customers who “choose not to choose” will not be disadvantaged. All levels of 

distribution service provided to customers today will continue to be provided to 

Columbia’s small volume transportation service customers and Columbia’s sales service 

customers who do not choose an alternate supplier. (Tr. p. 12) Columbia will still 

provide traditional tariff sales gas at regulated rates to customers. Most notably, 

Columbia will continue to remain the supplier of last resort for customers electing to 

receive transportation service and for traditional sales service customers. 

As stated in previously submitted data requests and in Mr. Byars’ testimony (Tr. 

p. 74), Columbia has not yet decided whether it plans to exit the merchant function in the 

future. Therefore, the Commission need not decide larger policy issues such as the 

definition of a competitive marketplace until Columbia decides to exit the merchant 

function and no longer serve as the supplier of last resort. Columbia submits that 

decisions on such policy issues would be premature at this point, and would lack the 

benefit of information that will be garnered from the actual operation of a CHOICE 

program in Kentucky. 

B. The financial model included in Columbia’s CHOICE Program effectively 
and fairly resolves the issue of stranded costs. 

One of the ramifications of a Choice program is the potential for the creation of 

stranded costs. Columbia defines stranded costs as “those costs incurred by the 

development of and the implementation of the Customer Choice program that would not 

have occurred had not the Choice program occurred.” (Tr. p. 23) Under this definition, 

the term “stranded costs” includes costs related to the development of a customer 

5 



education program4 and information technology improvements necessitated by the 

program. By far the largest driver of stranded costs is costs of long term capacity 

contracts held by Columbia which will not be fully utilized as customers migrate from 

traditional sales service to transportation service. These contracts were executed in order 

to fulfill Columbia’s public service obligation and were subject to prudence reviews by 

the Commission. 

If capacity from such contracts is directly assigned to the participating marketers, 

a small volume gas transportation program can be developed where stranded costs are 

almost entirely avoided. (Tr. p. 36) The major drawback with such a program, however, 

is that marketers generally will not participate. Without the flexibility to choose whether 

to utilize their own capacity, marketers will not have the ability to save customers money 

and will not make money themselves. (Tr. pp. 35-36) Therefore, in order to develop a 

successful program, Columbia and the Collaborative determined that it should allow 

marketers to utilize their own capacity and find an acceptable way to deal with the 

resulting stranded costs. 

The financial model that was presented in Columbia’s application is the method 

that Columbia and the Collaborative have developed to deal with the stranded costs that 

result from the program. The Collaborative discussed the idea of a customer surcharge, 

but dismissed the concept as a disincentive to customers to sign up for the CHOICE 

program. The Collaborative decided that the imposition of a surcharge would unduly 

complicate the program and would effectively kill the idea of CHOICE and the program 

Columbia believes that the development of an effective customer education program is critical to the 
success of the CHOICE program. Columbia believes that the Commission shares this belief and will 
commit to sharing its customer education program with the Commission within 30 days after an Order 
approving the CHOICE program is issued. 

4 
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before it even started. (Tr. p. 9) 

The foundation of the financial model as well as the key to providing the 

opportunity for customers to save money on their gas bills is the utilization of Columbia’s 

current gas cost incentive program for stranded cost recovery. The Commission 

approved Columbia’s current gas cost incentive mechanisms in Case No. 96-079 by 

Order dated July 27, 1998. The current gas cost incentive program allows for a sharing 

of revenue with Columbia retaining 35% of the proceeds from off-system sales. 

Columbia must work diligently to make these arrangements, so this sharing mechanism is 

critical to the success of the gas cost incentive program. (Tr. pp. 36-37) Without the 

sharing mechanism, Columbia could not justify the allocation of effort and resources 

necessary to complete these transactions. 

Columbia and the Collaborative agreed that integrating the gas cost incentive 

program into the proposed program was the ideal method of recovering stranded costs. 

This method is the primary reason that stranded costs can be recovered transparently and 

that a counter-productive customer surcharge can be avoided. Columbia and the 

Collaborative agreed that the current sharing mechanism of revenues generated by 

Columbia through off-system sales and capacity release should remain the same. The 

reason that the sharing should remain the same is that, just as in the current gas cost 

incentive program, Columbia cannot justify allocating the effort and resources needed to 

complete these transactions without incentive to do so. 

The issue of the method of stranded cost recovery is a complex one that Columbia 

and the Collaborative took very seriously. Much time and expertise was spent on 

developing the financial model presented as part of the proposed program. Columbia and 
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the Collaborative agreed that every attempt should be made to develop a program that 

will be a success. In fact, while a customer surcharge would have guaranteed stranded 

cost recovery for Columbia without any risk, Columbia and the Collaborative agreed that 

the proposed method of recovery would result in a more successful program with more 

participation and larger cost savings. Without the integration of the gas cost incentive 

program into the proposed financial model, however, the amount of stranded costs that 

can be recovered over the life of the program decreases dramatically along with 

participation in the program by both marketers and customers. Columbia and the 

Collaborative believe that the program will fail without the integration of the gas cost 

incentive program into the financial model. 

111. IMPLEMENTATION OF THE CHOICE PROGRAM 

The Staff cross-examination of Columbia’s witnesses during the hearing, as well 

as follow-up data requests issued on October 29, 1999, in large part related to Columbia’s 

return on equity. Columbia believes that this examination is unnecessary to implement 

the CHOICE program. Columbia’s base rates were approved by the Commission as fair, 

just and reasonable in Case No. 94-1 79 and there is no basis on which to change those 

rates for delivery service to either sales customers or CHOICE customers under the 

proposed program. (Tr. p. 12) 

The issue of stranded cost recovery is a complicated one that deserves careful 

consideration, but the issue has nothing to do with a utility’s base rates or a utility’s 

return on equity. Columbia and the Collaborative developed the proposed program after 

looking at CHOICE programs in other Columbia-served jurisdictions. One of the early 
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objectives of the program was that Columbia should be allowed an opportunity to recover 

fully all stranded and transition costs. Columbia based this objective on the fact that, as 

Columbia itself would not benefit from this program, it should not have to bear the 

burden of paying for stranded costs. This issue has been discussed around the country 

and there are scores of examples where stranded cost recovery has been deemed 

appropriate by both regulatory and legislative bodies. For instance, Columbia was 

encouraged by the fact that regulators at the Public Utilities Commission of Ohio and 

state legislators in Pennsylvania both allowed utilities in those states to recover stranded 

costs resulting from the transition to a competitive marketplace. Notably, neither body 

determined that a review of rates or earnings was necessary before determining that 

stranded cost recovery was appropriate. (See Response and Attachments for Data 

Request No. 6, dated October 29, 1999) 

Columbia and the Collaborative have proposed a fair, just and reasonable method 

of transitioning to a competitive marketplace. This transition period is only four years 

long and, in November 2004, Columbia, the Collaborative and the Commission will have 

the opportunity to create new guidelines for a competitive marketplace moving forward 

without the burden of the issue of stranded cost recovery to resolve. 

Columbia firmly believes that the program as proposed will succeed. The 

program will allow customers to exercise the same right that industrial customers have 

had for almost twenty years to choose their natural gas supplier and to have an 

opportunity to save money on their gas bills. Columbia also firmly believes that the 

Collaborative approach to developing the program, as was directed by the Commission’s 

Order in Administrative Case No. 367, helped to produce a proposal that carefully 
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balances the needs of customers and shareholders, while receiving no opposition from 

any party. While Columbia readily acknowledges the authority of the Commission to 

review a collaborative’s proposal, Columbia also believes that its efforts and the efforts 

of all of the Collaborative members should be recognized. To that end, Columbia 

respecthlly requests that the Commission approve the proposed program as filed. 

Respectfully submitted, 

Amy L. koncelik, Attorney 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
Amy L. Koncelik, Attorney 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 432 1 6-0 1 17 
Telephone: 6 14-460-4666 

Email: akoncelik@ceg.com 
Fax: 614-460-6986 

Richard S. Taylor, Esq. 
Capital Link Consultants 
315 High Street 
Frankfort, Kentucky 4060 1 
Telephone: 502-223-8967 
Fax: 502-226-6383 

Attorneys for 
COLUMBIA GAS OF KENTUCKY, INC. 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Post-Hearing Brief was served upon 

the parties on the attached service list by regular U.S. Mail this 12* day of November, 

1999. 

Amy L. Khncelik 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 
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SERVICE LIST 

Hon. Richard S. Taylor 
Attorney at Law 
Capital Link Consultants 
3 15 High Street 
Frankfort, KY 40601 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 E. Seventh Street 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 
Lex-Fayette Urban County Government 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

FSG Energy Services 
6797 North High Street 
Suite 3 14 
Worthington, OH 43085 

Hon. Douglas M. Brooks 
Louisville Gas & Electric Co. 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 

Hon. Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
P.O. Box 2000 
Frankfort, KY 40602 

Hon. Anthony G. Martin 
Attorney at Law 
P.O. Box 1812 
Lexington, KY 40593 

Commonwealth Energy Services 
745 West Main - 5* Floor 
Louisville, KY 40202 

MI-. JackBurch 
Community Action Council for Lexington- 
Fayette, Bourbon, Harrison & Nicholas 
Counties 
P.O. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Hon. John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite #110 
Cincinnati, OH 45202 

Mr. Brian A. Dingu-ell, 
Vice President, Regulatory Affairs 
United Gas 
3 520 New Hartford Road, Suite 103 
Owensboro, KY 42303-1781 



November 11 , 1999 

ANTHONY G. MARTIN 
Attorney at Law 
P. 0. Box 1812 

Lexington, KY 40588 
(606) 268-1451 (Phone or Fax) 

E-Mail agmlaw@aol. com 

NQV 1 2 ?9S9 

Ms. Helen Helton 
Executive Director 
KY Public Service Commission 
P.O. Box 615 
730 Schenkel Lane 
Frankfort, KY 40602 

RE: Case No. 99-165, Columbia Gas 

Dear Ms. Helton: 

Enclosed please find the original and ten copies of the Brief of the Community Action 
Council of Lexington-Fayette, Bourbon, Harrison and Nicholas Counties in the above styled case. 

I have this day served a copy of the Brief on all parties of record by first class mail. 

Sincerely, 

Anthony G. Martin 
Counsel for CAC 



1L"W 1 2 jgxJ COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

THE TARIFF FILING OF COLUMBIA GAS OF ) 
KENTUCKY, INC. TO IMPLEMENT A SMALL ) 
VOLUME GAS TRANSPORTATION SERVICE, ) 
TO CONTINUE ITS GAS COST INCENTIVE ) CASE NO. 99- 165 
MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM ) 

BRIEF OF COMMUNITY ACTION COUNCIL OF 

HARRISON AND NICHOLAS COUNTIES 
LEXINGTON-FAYETTE, BOURBON, 

CAC supports this application of Columbia Gas, and urges the Commission to adopt it 

without any significant modification. The program was developed with significant participation 

from customer representatives and other interested parties, and it has not received any opposition 

from those representatives or from any person or group. The dialogue which led to this program 

resulted in modifications which meet perceived problems, and the resulting plan is a very good 

blueprint for Kentucky's initial gas choice program. 

The program will give at least the possibility of alternative supply to those customers who 

have not had this option in the past. Significantly, this includes CAP participants and other low 

income customers. Aggregation of CAP customers may allow the CAP program to serve more 

low income households under the same budget. It will give non-CAP low income households the 

possibility of aggregation to seek lower cost supplies of natural gas. At any rate, they will not be 

worse off, as they will not be paying surcharges or higher costs for natural gas as a result of the 
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Choice program. As Columbia will continue to do all billing for the Choice program and act as 

supplier of last resort, all existing low income protections will continue to apply. 

Large customers have been given this option for many years, while smaller customers have 

been tied to one supplier. Large customers have received tremendous benefits from being able to 

transport gas, often to the detriment of remaining customers who have seen additional costs 

shifted on to them in various rate proceedings. It is not precisely clear how many smaller 

customers will want to utilize this option, but it certainly is good policy for them to have the same 

option as larger customers absent compelling reasons to the contrary. CAC sees no compelling 

reason to prevent this option at this point. 

The financial model proposed by the Company will result in a sharing of the risk for 

stranded costs between ratepayers and the Company. This is accomplished by having a deadband 

on both sides of anticipated stranded costs and revenue opportunities. This is a superior option to 

CAC, as opposed to surcharges for costs that may or may not be eventually passed on to 

ratepayers. 

The CAP program will continue under the proposal, and should be able to expand its 

participation due to cost savings in program costs. At least five areas have been identified for cost 

savings by the participants in the CAP collaborative. See, PSC Data Request Set 1, Response to 

Question 61. Some of these costs are startup costs for IT costs, marketing and evaluation, which 

will be significantly reduced. Other cost savings will come through adopting recommendations 

arising from the pilot, such as reducing intervention where it has been shown not to be cost- 

effective. These cost savings will allow additional participants to receive the benefit of 

participation in the CAP Program. 
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In addition, the Choice program will provide an opportunity for the CAP group to reduce 

gas costs due to aggregation of the CAP customers. If the CAP group is able to purchase lower 

cost natural gas due to aggregation and Choice, additional households will be able to participate 

in the CAP program without a budget increase, thereby expanding the benefit of the program 

without cost to either the Company or its ratepayers. 

Even at current participation levels, the third year CAP evaluation estimates that over 700 

shutoffs have been prevented by the CAP program in that year alone. Payment troubled 

households have become prompt paying households, and the strain on available resources has 

been significantly diminished for these households, leaving additional resources to serve other low 

income households in trouble. This is accomplished through a very minimal charge on Columbia’s 

customers, coupled with a matching contribution from Columbia’s shareholders. These positive 

results have been achieved despite a 23% increase in gas costs during the three year pilot period. 

Once again, this program and its financing are balanced and very reasonable, and this very 

beneficial program is an integral element of the Company Application which should be strongly 

supported by the Commission. While CAC believes that the evaluation overestimates the cost per 

household for the CAP program by making the clearly unwarranted assumption that CAP 

participants would pay all of their bills but for the CAP program, it strongly supports and 

applauds the Company for proposing to continue this important program. In addition, the 

aggregation of the CAP group is an innovative and important component of the Choice program 

which arose out of the collaborative discussions which led to this proposal, and should be 

recognized by the Commission as an important innovation in this application. 

CAC urges the Commission to approve this innovative proposal with all of its 
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components, and allow all of the customers of Columbia the potential benefits of seeking an 

alternative supplier for the natural gas needs. 

Respecthlly submitted, 

Anthony G. Martin 
Counsel for CAC 
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Cob-AMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

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

(502) 564-3940 

October 29, 1999 

To: All parties of record 

RE: Case No. 99-165 

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

the above case. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Stephen E. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Drive 
P. 0. Box 117 
Columbus, OH 43216 0117 

Honorable Richard S. Taylor 
~ Attorney at Law 

Capital Link Consultants 
315 High Street 

, Frankfort, KY 40601 

Honorable David F. Boehm 
Attorney at Law 
Boehm, Kurtz & Lowry 
3110 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Mr. Edward W. Gardner 
Lex-Fayette Urban County Government 
200 East Main Street 
Lexington, KY 40507 

Commonwealth Energy Services 
745 West Main - 5th Floor 
Louisville. KY 40202 

FSG Energy Services 
6797 North High Street 
Suite 314 
Worthington, OH 43085 

Honorable Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
1024 Capital Center Drive 
Frankfort, KY 40602 

Honorable Anthony G. Martin 
Attorney at Law 
P. 0. Box 1812 
Lexington, KY 40593 

Mr. Jack Burch 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison 
& Nicholas Counties 
P. 0. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Richard S. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512 4241 

Honorable Douglas M. Brooks 
Counsel for LG&E Energy Corp. 
Louisville Gas and Electric Company 
220 West Main Street 
P . O .  Box 32010 
Louisville, KY 40232 

Hon. John M. Dosker 
In House Counsel 
Stand Energy Corporation 
1077 Celestial Street 
Suite #I10 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 
LEXINGTON-FAYETTE URBAN 
COUNTY GOVERNMENT 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

Brian A. Dingwell 
Vice President, Regulatory Affairs 
United Gas 
3520 New Hartford Road, Suite 103 
Owensboro, KY 42303 1781 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS ) 
OF KENTUCKY, INC. TO IMPLEMENT A ) 
SMALL VOLUME GAS TRANSPORTATION ) 
SERVICE, TO CONTINUE ITS GAS COST ) CASE NO. 99-165 
INCENTIVE MECHANISMS, AND TO ) 
CONTINUE ITS CUSTOMER ASSISTANCE ) 
PROGRAM 1 

O R D E R  

IT IS ORDERED that Columbia Gas of Kentucky, Inc. (“Columbia”) shall file the 

original and 10 copies of the following information with the Commission, as agreed at 

the hearing held in the Commission offices on October 12, 1999. Each copy of the data 

requested should be placed in a bound volume with each item tabbed. When a 

response requires multiple pages, each page should be indexed appropriately, for 

example, Item l(a), page 2 of 4. With each response, include the name of the witness 

who will be responsible for responding to questions related thereto. Careful attention 

should be given to copied material to ensure that it is legible. The response to this 

request is due no less than 14 days from the date of this Order 

1. Were the rate increases from Case No. 94-179 the primary reasons for the 

increases in Columbia’s earnings for the years 1995, 1996, and 1997? 

2. What were Columbia’s earnings for the 12 months ended April 1999? 

Was it 13.8 percent? 

3. Why have earnings declined since December 1998? 

4. What were Columbia’s earnings for the most recent period reported? 



5. Provide results of customer satisfaction surveys for the last five years, 

along with a copy of the surveys. 

6. Provide public utility commission decisions in other jurisdictions in which 

Columbia affiliates have customer choice programs that address recovery of stranded 

costs. Were the companies allowed to recover 100 percent of stranded costs? 

7. Provide the identities of the nine marketers that have shown an interest in 

providing service to small volume customers in Kentucky. 

8. Provide a copy of the license agreement with Columbia of Ohio for use of 

the registered service mark, “Customer Choice.” 

9. When it becomes available, provide the opinion from the Kentucky 

Revenue Cabinet regarding the ability to collect and remit gross receipts and sales 

taxes from small volume transportation program customers. 

I O .  Explain if lost stand-by sales revenues are going to be stranded by 

backing them out of gas cost, or if they are going to be included as revenue 

opportunities and charged to sales customers through the Gas Cost Adjustment 

mechanism. 

11. The Testimony of Scott Phelps, page 5, says that to calculate GCR 

demand stranded cost, small volume transportation program volumes from line 1 are 

multiplied by the value in line 3A. Proposed page 58 of Columbia’s tariff says stranded 

GCR demand cost will be determined by multiplying the expected demand cost 

component of Columbia’s GCA times the volumes delivered under Rate Schedule 

SVGTS. 

a. Is there a conflict here? 
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b. Isn’t Columbia’s proposal for the demand component of the 

Expected Gas Cost to be calculated using the methodology in line 3? 

C. If the tariff is correct, does stranded GCR demand cost reflect 

demand without choice instead of demand with choice? 

d. Is this Columbia’s intention? Explain. 

Done at Frankfort, Kentucky, this 2 9 t h  day of  October, 1999. 

By the Commission 

ATTEST: 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

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

(502) 564-3940 

October 5, 1 9 9 9  

To: All parties of record 

RE: Case No. 99-165 

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

the above case. 

Sincerely, 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Stephen E. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Drive 
P. 0. Box 117 
Columbus, OH 43216 0117 

Honorable Richard S. Taylor 
Attorney at Law 
Capital Link Consultants 
315 High Street 
Frankfort, KY 40601 

Honorable David F. Boehm 
Attorney at Law 
Boehm, Kurtz & Lowry 
3110 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Mr. Edward W. Gardner 
Lex-Fayette Urban County Government 
200 East Main Street 
Lexington, KY 40507 

Commonwealth Energy Services 
745 West Main - 5th Floor 
Louisville, KY 40202 

FSG Energy Services 
6797 North High Street 
Suite 314 
Worthington, OH 43085 

Honorable Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
1024 Capital Center Drive 
Frankfort, KY 40602 

@ Honorable Anthony G. Martin 
Attorney at Law 
P. 0. Box 1812 
Lexington, KY 40593 

Mr. Jack Burch 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison 
fi Nicholas Counties 
P. 0. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Richard S. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512 4241 

Honorable Douglas M. Brooks 
Counsel for LG&E Energy Corp. 
Louisville Gas and Electric Company 
220 West Main Street 
P.O. Box 32010 
Louisville. KY 40232 

Hon. John M. Dosker 
In House Counsel 
Stand Energy Corporation 
1077 Celestial Street 
Suite #I10 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 
LEXINGTON-FAYETTE URBAN 
COUNTY GOVERNMENT 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

Brian A. Dingwell 
Vice President, Regulatory Affairs 
united Gas 
3520 New Hartford Road, Suite 103 
Owensboro, KY 42303 1781 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS OF 
KENTUCKY, INC. TO IMPLEMENT A SMALL 
VOLUME GAS TRANSPORTATION SERVICE, ) CASE NO. 
TO CONTINUE ITS GAS COST INCENTIVE ) 99-165 
MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM ) 

) 
) 

O R D E R  

This matter arises upon the motion of United Gas Management, Inc. (“United Gas”), 

filed August 26, 1999, for full intervention. It appears to the Commission that United Gas 

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 June 24, 1999. The Commission, being otherwise sufficiently advised, 

finds that United Gas 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. The motion of United Gas to intervene is granted. 

2. United Gas 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. I 



3. Should United Gas 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 5th  day o f  October, 1999. 

By the Commission 

ATTEST: 



a. 

Pursuant to Item 3 of the Public Service Commission’s Order dated June 24, 1999, Columbia Gas 
of Kentucky, Inc. (“Columbia”) encloses a duplicate of the notice and request for publication which 

sent the requests for publication to the Lexington Herald Leader, The Ledger Independent, The 
Floyd County Times, and The Daily Independent. 

I 

I 

has been sent in accordance with the provisions set out in 807 KAR 5:011, Section S(5). Columbia 

September 20, 1999 

200 CIVIC Center Drive 
Columbus, OH 432 I5 

Mailing: 
PO. Box I I7 
Columbus, OH 432 I 6-0 I I 7  

Ms. Helen C. Helton, Executive Director 
Public Service Commission of Kentucky 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, Kentucky 40601 

Re: Case No. 99-165 
In the Matter of the Tariff Filing of Columbia Gas of Kentucky, 
Inc. to Implement a Small Volume Gas Transportation Service, 
to Continue its Gas Cost Incentive Mechanisms, and to Continue 
its Customer Assistance Program. 

Thank you for your assistance. 

Very truly yours, 

Amy L. Koncelik 
Attorney 

Enclosures 

r 

I A Columbia Energy Gmup Company 



cc: Hon. Richard S. Taylor 
Attorney at Law 
Capital Link Consultants 
3 15 High Street 
Frankfort, KY 4060 1 

Hon. David F. Boehm 
Attorney at Law 
Boehm, Kurtz, & Lowry 
3 1 10 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 
Lexington-Fayette Urban 
County Government 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

Commonwealth Energy Services 
745 West Main - 5* Floor 
Louisville, KY 40202 

FSG Energy Services 
6797 North High Street 
Suite 3 14 
Worthington, OH 43085 

Hon. Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
1024 Capital Center Drive 
Frankfort, KY 40602 

Hon. Anthony G. Martin 
Attorney at Law 
P.O. Box 18 12 
Lexington, KY 40593 

Mr. JackBurch 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison & 
Nicholas Counties 
P.O. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Mr. Richard S. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P.O. Box 14241 
Lexington, KY 405 12-4241. 

Hon. Douglas M. Brooks 
Counsel for LG&E Energy Corp. 
Louisville Gas and Electric Company 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 

Hon. John M. Dosker 
In House Counsel 
Stand Energy Corporation 
1077 Celestial Street 
Suite #110 ' ' 

Cincinnati, OH'45202 
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200 CIVIC Center Drive 
Columbus, OH 432 I 5  

Mailing 
PO Box I I7 
Columbus OH 432 16-0 I I7 September 20, 1999 
6 14-460-6000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

RE: Publication of Notice in Public Service Commission Case No. 99-165 

Dear Sir or Madam, 

Pursuant to law, Columbia Gas of Kentucky, Inc., is required to publish a legal notice in the 
above styled case. 

Please publish the attached legal notice one time between September 2 1, 1999 and October 
5, 1999. 

After the notice has been published, please send Ms. Sharon Booth a notarized copy of the 
enclosed Proof of Publication, and a tear sheet of the page on which the notice appears. Send your 
billing statement and the Proof of Publication (separate documents please) to the attention of Ms. 
Sharon Booth, and we will promptly remit payment. 

Please call Sharon Booth at (614) 460-4660 to acknowledge receipt of this request to 
publish notice, and inform her of the date that the notice will be published. Thank you for your 
assistance. 

Very truly yours, 

Amy L. Koncelik 
Attorney 
Columbia Gas of Kentucky, Inc. 

Attachment 

A Columbia Energy Group Company 



PROOF OF PUBLICATION 

State of Kentucky 

County of 
ss: 

1, , being first duly 

sworn, say that I am (Title) of 3 

a newspaper printed in counties, and of general circulation in said 

counties, and that the notice attached was published in this newspaper one time on 

, 1999. 

Sworn to and subscribed before me this day of , 1999. 

Notary Public 

My Commission expires: 

SEAL 



NOTICE OF HEARING 

NOTICE is hereby given that the Public Service Commission of the 

Commonwealth of Kentucky has scheduled a hearing on the Tariff Filing of Columbia 

Gas of Kentucky, Inc. To Implement a Small Volume Gas Transportation Service, To 

Continue its Gas Cost Incentive Mechanisms, and To Continue its Customer Assistance 

Program for 9:OO A.M., Eastern Daylight Time, October 12, 1999 in Hearing Room 1 of 

the Commission's offices at 730 Schenkel Lane, Frankfort, Kentucky, for the purpose of 

cross-examination of witnesses and presentation of rebuttal testimony, if any. 



OMMUN!Uv ACUUON COUNCOL 
for Lexington-Fayette, Bourbon, Harrison and Nicholas Counties 

September 20, 1999 

. .. e 

The Honorable Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 
HAND DELIVERED 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS OF ) 

VOLUME GAS TRANSPORTATION SERVICE, ) 
TO CONTINUE ITS GAS COST INCENTIVE ) 
MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM ) 

KENTUCKY, INC. TO IMPLEMENT A SMALL )CASE NO. 99-165 

Dear Ms. Helton: 

Enclosed for filing in the above case are the original and 10 copies of the written 
testimony of Community Action Council for Lexington-Fayette, Bourbon, 
Harrison and Nicholas Counties. Copies of this testimony are being served on all 
parties on the attached service list by first class mail. 

Thank You, 

Executive Director 

Cc: Service List 

P.O. Box 11610 Lexington, Kentucky 40576 

(606) 233-4600 
FAX: (606) 244-221 9 

TDD: 1-800-648-6056 

CENTRAL OFFICES: 892, 894 & 913 Georgetown Street 0 Lexington, Kentucky 
Community Action Council is an Equal Opportunity Employer 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS OF ) 
KENTUCKY, INC. TO IMPLEMENT A SMALL ) 
VOLUME GAS TRANSPORTATION SERVICE, ) 
TO CONTINUE ITS GAS COST INCENTIVE ) 
MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM 1 

CASE NO. 99- 165 

TESTIMONY OF 

JACK E. BURCH 
EXECUTIVE DIRECTOR 
COMMUNITY ACTION COUNCIL 

NICHOLAS COUNTIES, INC. 
FOR LEXINGTON-FAYETTE, BOURBON, HARRISON AND 

Hand Delivered: September 20,1999 
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1. Please state your name, title, organization and business address. 

Jack E. Burch, Executive Director, Community Action Council for Lexington-Fayette, Bourbon, 

Harrison and Nicholas Counties, 892 Georgetown St., Lexington, KY 40576. 

2. Please describe the organization of the Community Action Council and give a brief 

description of its activities. 

Community Action Council was established in 1965 as a not for profit community action agency 

of the Commonwealth of Kentucky in accordance with KRS 273.405 et sequens. The Council is 

governed by Board of Directors representing low-income, public and private sectors of the 

community. Its mission is to combat poverty. The agency’s current budget is approximately $1 8 I 

million. 

There are 245 employees in the Council’s four departments: Child Development, Family 

Support, Transportation, and Management/Administration. Community Action Council 

programs include: self-sufficiency programs (Head Start Family Service Centers, Operation 

Family, Project Success, Welfare-to-Work, Hope VI), child development and Head Start, 

homeless programs, youth programs (Americorp Lexington Works, Shifting Gears), 
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transportation (Community Action Transit System, Empower KY Region 15 brokerage and 

program transportation), clothing bank, housing (Shepherd Place), energy and related assistance 

programs (Columbia Gas Assistance Program, Summer Cooling, LIHEAP, weatherization, and 

Wintercare), emergency assistance, and community outreach and referrals. 

Although the Council’s core service territory includes Lexington-Fayette, Bourbon, Harrison and 

Nicholas Counties, the Council also provides services in other counties and statewide. For 

example the Council staffs the Wintercare energy fund providing services across much of the 

state, child development and Head Start extends into Scott County, and transportation brokerage 

services are provided under contract for Empower Kentucky in a nine county area in the 

northeastern region of the state. 

The Council is uniquely positioned to serve low income populations with energy assistance 

programs as it has extensive contact with and knowledge of this population. Additionally, 

Council staff are able to help participants access other Council assistance programs as well as 

other community resources to address the multiple obstacles and barriers that most low income 

households face. This comprehensive approach is intended to provide greater stability and self- 

sufficiency to these households, promoting more responsible utility payments. 
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3. How has Community Action Council been involved with the Columbia Gas 

Collaborative in the design of the Choice program? 

Several members of Community Action Council’s staff attended a series of meetings with the 

Columbia Gas Collaborative in early 1999, to participate in the development of Columbia Gas’ 

Choice proposal. Community Action Council responded favorably to the general concept of 

Choice as a way to increase competition in the provision of gas, offering the possibility for lower 

prices. 

Specifically, Community Action Council staff reviewed and provided input regarding the 

following provisions in the Program Description of Columbia’s original filing in this case: 

customer education 

eligibility 

customer enrollment procedures 

certain aspects of the standards of conduct and code of conduct 

dispute resolution 

customer billing 

certain aspects of marketer billing 

Customer Assistance Program. 
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Although Community Action Council was not in agreement with the Company on each and every 

aspect of the program, we reached general consensus on most points. 

4. Will Choice have the potential to help low income households, and if so, how? 

As stated above, I believe that the Choice program, through competition, creates the potential for 

lower gas commodity prices. It is also notable that the Choice program design includes a 

provision for Columbia Gas to assume the risk of collecting payment on outstanding customer 

balances for the gas commodity marketers. This provision will reduce the marketer’s perceived 

(and real) risk of serving low income customers. Low income customers will therefore, 

presumably, have equal access to the Choice program options to best meet their individual needs. 

Finally, the Choice program creates an opportunity for the aggregation of customers, including 

low income customers, to look for better gas rates as a group. 

5. Will the Choice program reduce CAP program costs, and if so, how? 

The Choice program could reduce CAP program costs. CAP participants will ue aggregated and 

the least cost provider of gas selected. While the individual participant of CAP will continue to 

pay a fixed amount for their gas service equal to a percentage of income, the cost of the program 
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per participant would be reduced with lower gas commodity prices. This, in turn, would allow 

for more participants to be accepted into the CAP program. 

6. How has CAP helped low income customers? 

The CAP program, according to the Evaluation, was very successful in making gas payments 

more affordable for low income households. As represented in the Pre-CAP data, low income 

customers do not always meet their monthly payments, they carry arrearages, they are issued 

frequent disconnect notices, and they are often disconnected from their gas service. Among CAP 

participants, significant improvements were made with payments, arrearage reduction, and 

frequency of disconnect notices, demonstrating improved affordability. 

A major purpose of CAP is to insulate low income customers from consequences beyond the 

household’s control. The pilot CAP program was very successful in accomplishing this goal 

when gas prices increased by approximately 23% in Year 2 of the pilot. For the control group, 

arrearage levels increased and percentage of customers without arrearages decreased significantly 

during Year 2. During the same time period, CAP participants continued to improve on these 

aspects. 

Finally, the CAP program has been extremely successful at avoiding customer shutoffs. Shutoffs 
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create obvious problems for households including not only the turned-off utility service (heat and 

hot water), but additional fees and managing the logistics of being reconnected. Shutoffs also 

lead to costs and uncollectibles for Columbia in situations such as when people move and never 

pay their past due bill. According to the Evaluation, the CAP program resulted in 738 fewer 

shutoff orders being executed during year 3 of the pilot. 

7. Do you agree that the Evaluation report accurately reflects the cost of implementation 

and operation of the Customer Assistance Program (CAP)? 

Yes, with respect to the pilot program, but not with respect to continued operation of the 

program. Given that the program was a pilot program, administrative costs were higher than they 

would be during continued operation. Both Columbia Gas and Community Action Council 

incurred costs in designing the program, developing the database and information technology 

components, the third party evaluation, and administration and tracking of the three participant 

and control customer groups. These costs will be significantly reduced or eliminated in 

continued operation of the program. Further, if the program were to include a greater number of 

participants in its continued operation, the marginal cost of administration would be small. 

It can also be noted that the participants of the pilot program were a uniquely high cost group. 

The control and participant groups should have been randomly selected from the low income 

customer universe. However, the pilot Evaluation results show that during the pre-CAP period, 

7 



the CAP participants had significantly higher incidence of shutoffs and termination notices, 

higher average monthly usage and bills, and higher average monthly arrearage levels than the 

control group. Therefore, the CAP program costs were relatively high for the low income CAP 

participants served as compared to what the costs would have been for the control group had they 

been enrolled CAP. It is proposed that in the continued operation of the program, new 

participants will be accepted into the program on a first-come basis, subject to eligibility, with 

characteristics and associated costs reflective of the entire low income population, not necessarily 

the high cost group represented in the pilot. 

8. Do you agree with the Evaluation’s results regarding the costs per participant in the 

CAP program? 

Yes, the Evaluation presents accurate results regarding the total cost per participant of the CAP 

program. However, the calculation is based on the assumption that without the CAP program, 

participating low income customers would have paid 100% of their bills. 

Low income customers, as demonstrated by the participants and control groups in the pre-CAP 

period, carry significant arrearages, are served with numerous disconnection notices, and are 

disconnected, sometimes leaving behind unpaid bills. For example, the Evaluation’s “Normal” 

group of 225 customers during the one year pre-CAP carried an average monthly arrearage of 

$71.90, had an average bill of $68.07 but paid only an average of $46.21, and had, collectively, 
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262 disconnections. These behaviors can be linked to administrative and service costs as well as 

uncollectibles for Columbia Gas. 

The cost of the CAP program therefore should take into account payment behavior in the pre- 

CAP period, rather than a calculation based solely on the total billed to CAP customers. 
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PSC Data Request Set 3 
Question No. 1 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 1 

Refer to Columbia's response to item 3(a) of the Commission's Order of July 30, 1999. 
According to Columbia, the charge would be bundled into the rate the marketer charges the 
customer. Explain how this allows the customer to accurately compare the marketer's true cost 
of providing natural gas to what the customer would incur as a customer of Columbia. 

Response: 

The SVAS rate is an element of the marketer's cost at this stage of the market 
development. Columbia assumes that the marketer will attempt to recover all of its costs via 
charges to customers. The simplest comparison for the customer is that which compares the rate 
of the marketer to Columbia's rate. For either rate to be subject to additions complicates the 
comparison. 
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PSC Data Request Set 3 
Question No.2 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 2 

Refer to the response to item 4 of the Commission's Order of July 30, 1999, where the 
deadband method is referred to as "an effort to avoid devising a complicated true-up 
mechanism. " 

a. 

b. 

Explain why a true-up mechanism would need to be so complicated as to cause 
the Collaborative to avoid it altogether. 

Columbia's Gas Cost Adjustment mechanism contains true-up provisions such as 
Actual Cost and Balancing adjustments. From its perspective, does Columbia 
foresee that a true-up mechanism would be administratively complicated or 
unworkable? 

Response: 

a. Columbia and the Collaborative agreed that the deadband concept was a superior method 
to a true-up mechanism. Columbia views a true-up as a form of surcharge or sur-credit 
on the customer at the end of the program. Columbia believes that this more complicated 
true-up would violate the goal of transparent stranded cost recovery and cause confusion 
with both sales and CHOICE customers. The deadband concept serves the dual purpose 
of placing risk on Columbia and avoiding complicated explanations to customers as to 
what stranded costs are and why a customer must pay a fee now after there wasn't one for 
the first four years of the program. 

b. Both the Actual Cost and Balancing adjustments are transparent to customers. Columbia 
believes that a true-up mechanism would cause unnecessary complications to customers 
as it would not be transparent. 
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PSC Data Request Set 3 
Question No.3 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 3 

Refer to the response to item 5 of the Commission's Order of July 30, 1999, which 
discusses the Collaborative's agreement on the use of the deadband. 

a. The response indicates that percentages other than 10 percent were discussed. 
Describe the nature of the discussions and how it was determined that 10 percent 
was reasonable. 

b. Several features of the proposed small volume transportation program are 
patterned after programs offered by other Columbia distribution companies. Is the 
10 percent deadband patterned after any of the programs presently offered by 
other Columbia distribution companies? 

Response: 

a. Columbia and the Collaborative agreed upon the deadband amount of 10 percent as the 
over or under-collected amount is expected to end up within that range. 

b. No. 
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PSC Data Request Set 3 
Question No.4 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 4 

Refer to the response to item 8 of the Commission's Order of July 30, 1999. Are demand 
charges anticipated to decrease as customers migrate to alternate suppliers? 

Response: 

As stated in Columbia's response to the Commission's Order dated July 2, 1999 question 
6 ,  the Collaborative agreed that sales customers should pay the same gas cost as if the choice 
program did not exist. Columbia does not anticipate our demand charges decreasing as 
customers migrate to alternate suppliers. Therefore, the reasoning, as explained in response to 
the Commission's Order dated July 30, 1999 question 8, for fixing the expected gas cost 
determinants in the proposed program. 
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PSC Data Request Set 3 
Question No.5 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 5 

Refer to the response to item 9(a) of the Commission's Order of July 30, 1999. Does this 
response assume that a surcharge would be charged only to customers taking advantage of the 
small volume transportation program, or to all customers? If the charge were collected on all 
volumes in the small volume class and did not have to be added only to marketer rates, why 
would Columbia anticipate customer confusion? 

Response: 

Columbia and the Collaborative agreed that a customer surcharge would be confusing to 
customers. Those of us who work with energy issues on a daily basis know what stranded costs 
are and why they must be recovered. The average customer, however, does not understand what 
a stranded cost is and why they must pay a surcharge to participate in a program or to have an 
opportunity to choose whether to participate. The Collaborative dismissed the idea of a customer 
surcharge for stranded cost recovery entirely. A surcharge would require further explanation to 
customers who are already trying to understand the new concept of Customer CHOICE. The 
proposed program was designed so that customers would be compelled to educate themselves 
about the opportunity to purchase their gas from a marketer. Columbia and the Collaborative 
agreed that a customer surcharge would discourage customers from investigating Customer 
CHOICE and, in effect, kill the program before it even started. 
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PSC Data Request Set 3 
Question No.6 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

QuestionNo. 6 

Define "transparency" as Columbia is using it. Does it mean "easily understood and 
helpful in terms of the clarification it provides as to the actual cost of the program," or does it 
mean "invisible," or does it mean something else? 

Response: 

As described in the response to Item No. 5, Columbia and the Collaborative believe, and 
agreed, that individual customers should not have to concern themselves with learning what a 
stranded cost is and how it is to be recovered. If the proposed method of recovery is employed 
then customers will be able to make informed comparisons between Columbia and a marketer 
without being encumbered with an extra surcharge to figure out. Columbia and the Collaborative 
agree that the proposed program recovers stranded costs equitably and will attract more 
customers than will a program with a surcharge. 
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PSC Data Request Set 3 
Question No.7 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 7 

Refer to the response to item 1O(a) of the Commission’s July 30, 1999 Order. What 
method of recovery do these two Columbia companies now use? Provide a detailed narrative 
explanation, including the process involved in changing the method of recovery and the tariffs 
and Orders approving these methodologies. 

Response: 

Columbia Gas of Ohio discarded the surcharge method of stranded cost recovery after the 
first year of its initial pilot program. The subsequent program was developed through a 
collaborative process and uses a variety of revenue sources to recover stranded costs including 
revenues from off-system sales and capacity release. It is important to note that Columbia Gas of 
Kentucky and the Collaborative did not dismiss a surcharge as a method of recovery based on the 
experiences of other Columbia companies, but because we believed that a surcharge would 
hinder the success of Customer CHOICE in Kentucky. 

The response to Item 1O(a) of the Commission’s Order of July 30, 1999 was incorrect. 
Only one company, Columbia Gas of Ohio, has changed its method of stranded cost recovery. 
The other company, Columbia Gas of Pennsylvania, continues to use a customer surcharge for a 
portion of its stranded cost and transition cost recovery. 
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PSC Data Request Set 3 
Question No.8 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 8 

Refer to Columbia’s response to item 10(b) of the Commission’s July 30, 1999 Order. 
How has the program in Ohio been structured to ensure that customers do not avoid taxes? 
Provide copies of all appropriate legislation, orders, and other documentation to support your 
response. 

Response: 

According to Columbia Gas of Ohio personnel, the Columbia Gas of Ohio program was 
not structured to ensure that customers do not avoid taxes but the Ohio Revised Code (“ORC”) 
resolves the situation. The Gross Receipts Tax is levied on the gross receipts of a public utility, 
which would include receipts from tariff sales volumes. Sales tax, however, is levied on retail 
sales, which would include commodity sales by the marketers. The end result is that either Gross 
Receipts and/or Sales tax is collected from both sales and transportation customers. Attached 
please find the requested information from the ORC. Please note that ORC 5727.38 addresses 
the gross receipts tax and ORC 5739.02 addresses the sales tax. 
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This section concerned cettilintion of gross emblngs to 
1-05. 

aidi tor  OF $kite. 

[EXCISE -4ND FIiANCHlSE TAXES] *, N ; ~ I U ~  gm companies: modification br er~st~ng commission 
powers nor intended, RC j 4929.12. 

Rcccipts dcrivcd from certified cod conversion facility not ro 
bz i r d u h l  iii gross rccuipts for tw piirposes. RC 4 
5709.35. 

b 5727.38 Excise tax on gmss racaipts of 

011 or bi.forz the first Mondtly uf November, annu- 
certain ulillties. 

T u  credit- 
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ally, the t u  commissiontr shdl assess an excise tat 
;Igaiirst each public utility except wilrond compariies. 
The [;u shall be computod by multiplyir~g tbe gro5.5 
receipts as determined by rha coiiimissioner under sec- 
tian 5727.33 of die Revised Code by siu uid h e e -  
fourths er ccnt in the cue of pipe-line cornpmies and 

companies. The minimum tnx fnr any such cornpen 
for owning property or doing business in this state rh J 1 
be cen doflara. The assessmelit shall be certified to the 
ttupayer und t rewrer  or .uta[*. 

HISTORY: cc 4 ~ 8 %  102 v sad, $94; I U  v 268; 116 v pur, 
3U; 119 v 113; Bursuu af Cod0 Ravlslan. 10-1.53; 121 v 138 

801; 13s v H 1338 (EN 1o.a-74,; iae v H f i ~ r  (EK i.i-m; 1.10 
H sei (EIF ILI-O); i a  v H OOI (E~T 7-1.8~)~ 143 v s ne.  EFT 

four an B three-fourths per cent in the ciw of all other 

(Em el4-Wk 130 * 1385 (Em 7-17-83); 113 w H UI (Ea 8-18, 

1241-88. 

Croaz-nefsrcncer to Rdutcd Sections 
Credit for inwasting in elipblo Ohio research and devclopmcnr 

and twhnol manslur compmiis. RC 5717.4 I ,  
DeidLne for n n t u 9 g s  cornpay to pay wes wirhout pennlty 

when nor required to file annual stucen\ent, RC 4 5727.42. 
Disbursement of cidsc twes and p d t i e s  ledad 01) public 

utilities, RC j 5727.45, 
Electronic funds mnrfer; tar payments. RC 4 537.31.1, 
Insufficient funda. t a  revmiles used lor- 

Coal research und othar hond service f l J I d s ,  HC $ 1555.12. 
Development bond redremont fund, RC 5 129.&3. 
Higliuray obbgarlons bond retirement fund, RC Q 5528.36. 
Irn rovernmti bond retirement hind. nC 0 128,55. 
P u h c  iniprovemonrs bond ratiremanr fund, flC 4 119.73. 

MuiL'ng of azseasrnenr to udity: peiitios for remcssmenc, RC 

Orgsnlwcion of domestic und rorcip covrutions, RC Q 

TY credit rerrifiutc: issriunce and use, RC 4 12.15.2. 
Tu cradic- 

0 5727.47, 

5733.1 6. 

Cost of program to aid comrnunicitively impdrcd, RC 0 
Equal to nonrecurring 9-1-1 charges; credit ceiling, RC $ 

Expensas of providing lifeline tclephone senices, RC 4 

Using Ohlo cod at compliance facility, RC 5 5727.38.1. 
TAT rehind rund. RC Q 57M,05.2. 
Utility to file annual ttntemcnt; periodic reports and t u  pdy- 

mcnts. RC 0 9727.31. 

Ohia Cawtihation 
Imposidon of rues. OConst a r t  KI1, 4 3. 

HesaPrclr Aidr 
Ercire tax on gross receipts: 

5727,M. 

5717,38. 

5717.43. 

0-Jur3d: Tax $5 1116, I l I R ,  1125: felemm 4 AB 
Am-JurZd: Stare Tw $ 438 
C.J.S.: Tar 54  121-124 

Wosf Kuy No, Rderrnce 
T u  103, 105 

CASE NOTES AND OAC 
INDEX 

Cruinty payment or or&= ID.. I9 
Cross rmipu. 8, 12 
Inmine IW. -I 
lnicrrrure mmxner'LI. 1. 13 
Occquriond tu, 7 

1. (18911 Dirrnlrurjoii of giu to consumm through I d  
dlsbibution syatcrns is 'intmbte cornmercw,' subjact ta state 
aicioe tax, though transportxion to distrihiiclon plants 
inrentnte commem: East Ohio Car Co. v, Tar. Commisglon, 
2e.3 US 465,51 SCr 469 Idhrning 43 F'ld 170). 

0. (1988) Where an srcke tfu on the privilege of doin 
business is mevured by the gross receipts Tar M annual 
the nte may be increased prior to the end of the perlod; EUC 
Ohla Gns Ca. v. Limbach. 06 053d 63,26 OBR 54,408 NE2d 
453. 

3. (Ne!) Tho iitllltics cornmi.solan doe5 noc hiwe the statu- 
tory ruthori eo dlow the USQ of excise m adjustment clauses: 
Pike N a t u r i G s  Ca v, P.U.C., 68 OSU 1R1, 22 0 0 3 d  410, 

4. (1973) Tlrc r o I  imposed upon public utilities by RC 
5727.38 wd 5727.81 is not income T;Y within the rnorinjng 
of Ohio Const. AR, XII, $8: State cr rel. Clevelwd V. Kqdnr ,  
36 OS2d 183.65 002d 401,305 NE2d BO.?. 

5. ( 1966) Undar rhe doetrirra of pre-emption by implicwtion, 
rlre Cenersl .\srcrnbly. by Izvyin J p x s  receipts tu i i p n  
public ucilitlzs, has preempted tke p c r  of a munici dity 
eo 1 ~ y  a tm upon the net income oE a public utiky I! oing 
burincos In that municipallry: East Ohia Cas Co. v. hkon. 7 
O W  73. 38 0 0 2 d  56,218 NEZd 608. 

8 ,  (1946) By leying the gross receipts ra the C a n e d  As- 
sembly has presmprecl the neld or tarnrion vhlch includes. 
inter alia, receipts by citiliry companies [rum nmml p, elec. 
rriciy and water sold to consurnera and I o d  sedm and oquip- 
manr furnished to telephone subscribers; Haelnor v. Young!. 
town, 147 OS 58, .X3 00 247, 68 NEZd M. 

7. (1925) Cenernl Codc 14 5W, .5& ;md 5486 (RC $I  
5727.38, 5727,.38 wd 5727.40). respcctiwly. lay an oceupu- 
tionul az upon telaphant compnniea, telegrdph mmpanles and 
ralhad cornpyries: Cincinnati v .  A m e n a n  Tal. & T. Co., 112 
OS 483, I47 NE 806. 

8. (N74) The p s s  receipts of B public utility company 
doing businers in Ohio, derived From the d o  of elecrricd 
energy to an Ohio municlpaliry, are subjea io the public ub'liry 
ux impoaad by RC Choprer 5727.: Columbus t Southern 
Electric v. Portedeld. 41 OAppPd 101, 70 002d 404, 3 U  
NEZd 77Q. 

9. (1915) A carpantion organized to furnish dcctiic ciir- 
rent. h6ut 3nd wa~er to J group of manuf4cruring establish- 
ments, which drps nor s e w  the g a n e d  public in any % i s  
not il public utillty, bur u riwtc corporation. and a9 m6 is 
subject to u fmchise tax 6 ut not to rhe cxclsc tu:  State v. 
Factov Power Co., 16 NP(NS) k 5 .  

10. (1883) A county that has conrracted 6th apublic utility 
for tclephone service inust pay such public utility in amdance  
with the schedule of rdtw applieablt to such service on file 
with the Public Urilirits Commission. nohvithsta~~ding the fact 
thir such rates may inrliidc erclsc tu: OAC No. Ii3-079. 

11. (1936) A municlpd corporatian hs no power to hy a 
LW Y such upon a nilturd gas company. wateworb corn my 
nr telephoiie company for the orercinc of tho pri.iloge wtich 
such compmy may lwe under n franchise to use the s tmts  
and piibllcpkczs arrha municipality for its mains, pi 3, polus 
md wire5 in the condirer of its business u a p& utiUy: 
1836 OAC No, 5297. 

12. (1927) M a n y  pdd to elwrric lighr mmpany by il cu3- 
mmtr az a condition precedent to receivinpcurrcnt is  included 
In the tarm "grncs receipts" and is subject to rho evclre tw; 
1927 0.G p.967. 

128 NEld 444. 

I 
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§ 5727.39 Tar credit equnl to nonrecur- 

(A) As used in this sectlon: 
(1) "9-1-1 system" hNi the meaning given in section 

4931.40 of the Revisdd Code. 
(2 )  "Nonrecurring 9-l-1, charges" means nonrecur- 

ring charges a pmved by &e public utilities corrimission 
for the telep I! one iirtwork portlon of a 0-1-1 system 
pursuaut to section 4931.47 of the Revised Code. 

(3) 'Eligible nonrecuning 9-1-1 chuges" means all 
nonrecuning 9-1-1 charges for a 9-1-1 system except; 

(e) Charges for a systim that was not established 
pursuant to a plan adopted under soction 4931.44 of the 
Revised Code or an agreement under section 4931.48 of 
the Revised Cdc?; or 

(b) Charges for that pm ofa  system established pur- 
siinnt to such a plan or agreenizrlt that are excluded 
from the credit by division (CI(2) of section 4931.47 ol 
the Revised Codc. 

(4) "Current year's percentage change in the mn- 
sumer p r i e  index" means the greater of aire or one 
plus the percentaga increase in &re consumer price 
index for d urban consumers (U.S. 
items). prepared by the United 
labor. bureau of labor statisth, 

ring 9-1-1 charger; credit coiling. 

your over the i n k s  for June of the imrnediotely preced- 
ing year. 

( D ) A  telephone com any shall be dowad credit 

Revised Code equtfto the amount of its eligible nonre- 
curr~ng 9-1-1 charges. 

The credlt sbdl be claimed in the company's annual 
statement required under division (A) of sectjar) 
5727.31 of the Revised Code that covers the twelve- 
month period in which the 9-1-1 selvice for which the 
credit is claimed becomes avdsbla for use. If the tax 
commissioner determines the credit claimed equals dre 
amount of the company's eligible nonrecrrmng 8-1-1 
clivges, he s h d  credit such amount against the total 
taxes shown to be due fmm the caniparry for the current 
year and shall refund the amount of my ave ayment 
of twes resulting from the ap lication of suc T credit. 
If the credit allowed under t R 's section exceeds the 
total taxes due for the current year. he s h d  credit such 
excess against taxes due for succeeding years until the 
full amount of the credit is granted, 

The estimated taxer re uired to be p i d  by section 

Tor the preceding ye* prior to any credit allowed under 
thls section for ilrtlt year. 

(C)(1) Within thirty days after lune 18, 1985. the tax 
coinmissioner shall compute the amount that represents 
hventy-five per cent of the totnl tue5 for dl telephone 
tom anics computed undcr section 5727.38 of the Re- 

to be filed with the commissioner in Se tcmber. 1964 
undcr section 5727.31 of die Revise s Codc. Such 

agaiiist the tax corn ute B under sectlori 5727.38 of t l ~  

575.31 of h e  Revised C o l  e shall be bved on the tues 

vise s Codc bved on d1n annual statements reqdrad 

uiriount slid1 consritute the crcdit ceilioc for 196.5. 
(2) ~ a c h  October, beginning irr I W ~  the coiiiiili+ 

sioner slid1 multiply die preceding year's credit ceiling 
by tlir current car's percentqc change In tlw con- 
sumer pricc in x ex. l'llc product thus obtKined slid1 
oristitute die credit ceiling for the current p a r .  
ID) After the let c l ~ y  a retuni may be fied by any 

telephone company that is eligble to claim a credit 
under this section, die Lammissioner sldl deterrnlnc 
whether the sum of che credits allowed lor d1 prior 
years plus the sum of the credits claimed for the current 
year exceeds the current year's credit ailing. If it does, 
the credits allowed under this section far the current 
year shall be reduced by a uniform percentage such 
that the sum or the credits dowed far the current year 
plus tbd sum of the crec%ts allowed for dl prior years 
equals the currant year's credit ceiling. Themafter, no 
credit shdl be 6rlvlted under his division. except for 
the remaioirlg portions of any credits dlnwcd in the 
currelit or my prior years but drht have not been 
granted. 

86. 
HISCORY: 141 v H 481 Wff 616-U); 141 v H 201. ET 7.1- 

Not undopow to kmer RC 9 6727.31 (GC U86; 102 v aa4, 
$ 06; 1 IS v RII. 391; Bumau ar C a b  Revlnlm, 10.1.53; la0 v 
1325; 133 v H 631; I s  Y H 1338; 1JB I H 80.4). rsp&d 140 v 

Croai-Hefercnces to Waled Soctlonr 
Arnendnicnt of plan to trpand 4-1-1 remtoly. RC Q 4831.45. 
C r d t  to recover nonracumng charge&. RC Q W11,47. 
Disbursemeirt of excise rues and pndties levied on public 

Munitipd corporadona arid townships may estublish own sys- 

Research fib 
T u  credir for 81 1 system: 

H s i .  'I 2, 12-1-83, 

utilities, RC Q 5717d5, 

tem. whun. RC 4 J B J ~ . - I ~ .  

0-JurJd: Tu $ 1119; Telecnm 4 89 

[6 5727.39.1]§5727.391~mcredit 

(A) AS used in this scction: 
(1) "Compliance faciIlty" Iicu the same mewing os 

in section 4805.01 of the Revised Code. 'COiT\p\isnce 
facility" dso includes both of the follnwing: 

(a) A flue 68.5 desulfurizniiori system that is connected 
to a cod-fired electric genenting unit and char either 
w . 5  placdd in service prinr to the effective date of this 
section or construction of which w s  commenced prior 
to the effective date of this section. 

(b) F;lciIitic?s or equipment h a t  is acquired, con- 
structed, or installed, aid used. at a coal-fiwd eleccn'c 
generhting unit pdrriarily for the piirpse of handing 
the byproducts produced by 3 compUance facility or 
other cod camhurtinn byproducts produced by tho gen- 
erating unit in or to which the compliance fkilily is 
iricorporated or connected. 

(2) "Ohio mal" h i s  the same meaning as In section 
4913.01 of the Revised Code. 
(B) An electric coriipsny shall be allowed 3 credit 

against [lie tw mmputed under suction 5727.38 of the 

for using Ohio c d  at compliance facility. 
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chinery aid  equipment uscd tor, uid fuel consumed 
in. producirrg or ebracting those subitnnccs: und rnn- 
chinery, equipment. and other tangible personill prop- 
erty used to treat. filter, pump. tdter vokage, or other- 
wise make the. substance siri table for use in the nnnuhc- 
turing operatinn; 

(9) Machinery, equlprnent, and other tan 'ble per- 
sonal property used to transport or trwsmit e a ectricip. 
coke. p, water. steam, or similar substances used in 
h e  manufacmring o ration from the point of genera- 

where the substance enters the manufacturing fdity. 
if purchased by the manufacacturcr, to the manufacturing 
operdtion; 

(10) Machinery, equipment, and other tnngible 
sond pm rty that beats, filters, cools. refines, oro er- 

substances used in dre mnuhcturing operation reus- 
able, provided that the substances are iotended for re- 
use and mt for dir sal, sale, or transportation fmm 

(11) Ptutm, rompneuts, 4nd repair md installation 
scMcar for items descritwd in diAion (B) of this sec- 
tion. 

ses of division (El(9) of section 5738.01 
of the For Revim Cde.  the 'thing transferred does not 
include any oE the following: 

(1) Tangible persondprnpertyuscd iri administrative, 
personnel, security, inventory control. record keeping. 
ordering, billing, or similar funcrions: 

(2) Tangible panonat property used in staring rav 
materials or parts prior to the commencement of the 
rnanulacturing operation or used to handle or store 
ri completed product, Including storage that actively 
maintains a completed product in I marketable state 

tion. If produced by t f" ie ihnnufacrurer. or from the p i n t  

rr- 
wise ren r ers mter. steam, acid, oil, solvents, or similar 

the mmufacturing r afility; 

dispasitioh, otlier thw reuse in the m'anufachring o p r -  
aiion at the samd martufactudng facility; 

( 4 )  Tangible personal property that is or is to be 
incorporated into realty; 

(5) Machinery, equipment, and other tangible 
sonal property used Tor ventilation, dust, or gas rn ec- 
tioii, humidity or cempenture regulation, or similar en- 
vironmental control. except machinery, equipment. and 
other tangible personal praperty that totdly regulates 
thr? environment in a s cial and limited area of tlie 
manutncturing facility w r ere the regulation i s  esssntia 
for production to occur; 
IS) Tangible personal rope* used for the protcc- 

attached to or incorporated into machinery equip- 
ment used in n continuous mwuhcturing operation; 
(7) Tangible persond p~openy used to store fuel, 

water, solvents, acid, oil, or similar icdms consumed in 
the manufacturing operation; 

(8) Machinery. equipment, and other lan@ble per- 
sonal prop* used for research tind development: 

(0) Machinery, equipnient, and other tangible per- 
sonal propmty used to clevn, repair. or maintain real 
or personid propcriy in thc nianuIucturiirg tricility; 

I? 

tian and 5afety of wnr L ers, unless die pro erty Ls 

(10) Motor vehicles registcred for operation on tIie 
public. highways. 
(D) For purposes ordivision (E)@) ofscction 5739.01 

of the Revised Code, if the "thing t r a d e r r e d  is B 
niechine used by 3 mlinufacturcr in both B taxable and 
an eiem t manner, it rhdl be totally tavable or totally 

use. If the "things transferrerare fungibles, they slid1 
be taxed baed upon the propom'on of the fungibles 
used in a muable manner. 

exempt F rom taration based u n it5 quantified primary 

IIISTORYI 143 v R 531 (Ell' 7.I.w) k 144 v H 804- ER 1-1. 
Q3. 

Tha e n d i v e  date b set by sacdon 131 al HB W. 
Cms~-Rafercncea to Related S ~ O M  
Retail side, r h s  at retail exceptions defined, RC 4 57118,Ol. 
Ohio AdmlninhBve Code 
Use I;U; tuuble use of tPn 'ble perrond propony m u b c -  

all 
[renlr or mate&& exempt From use tu 1s wed in rnluluhnrr- 

ing, processing, or tha like. 30 ALRZd 1438. 
Saki or use tu upon containers or puckaglng rn~rarlds pur- 

cbiucd by manufacturer ar prrreeaor Tor uro with & 
he distributes. 4 ALR4th 581. 

Whir cnnsdtuta direct use within rnaning of stutute srernpr- 
ing from d e s  mnd use taxer equipmm citfftly usad In 
praducdorlortungibla personal pmporry. 3ALR4rh 1118. 

w e d  for $de or purc R aned for resdu. OAC 5703-8-04. 

CASE NOTES AND OAC 
1. (1840) items lncolponred into u rnwrifucnlrlng structure 

am red pro a q  not subject to the d e s  tax. A ~ I  clacrricd 
sub3titi~n WLrh does nor supply pawerdirectlyro manuhctur. 
ing rnuchinery is :la1 enampt: Rota4 lnc. v. Limbnch, 50 OS3d 
81, 552 NE2d W. 

or form: 
(3) Tangible personal pro erty used to handle 

e~arnptione. 
For the pu ose of providing revenue with which to 

meat the nee 7 s or the state, for the use of the general 
revenue fund of the state, for the purpose of securing 
a thorough and cfFiclcnt system of common schoals 
throughout the state, for the purpose of afFording reve- 
nues, in addition to those from general property taes, 
permitted under constitutional limitations, and fmm 
other sources, for the support of local governmental 
functions, and for c h ~ .  purpose of rcimbiirsing the state 
for the expense of administering this chapter. an excisa 
tu is hereby levied on each retail sale made in this 
state. 

(A) The tivr slid be collected pursuant to the sched- 
uler in section 5730.025 (5739.02.5] of tht Revised 
Code. 

store scrip or waste intunded r or dis~ord, d e ,  or Q 5739.02 h v y  ofreles tar; purpasa; rate; 

The tu J plies and is callectlble when thu sale is 
mnde, regnr ip less of the rime when the price is paid or 
de livered I 

111 the case of il d e ,  the price of which cmiats in 
whole or in at of rentals for the use of the thing 
trmsferrcd, t P le La, ar regards such rent& s h d  he 
rnesured by the instdmena thereof. 

In die cue  of asale of a senice defined under &vision 
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(MM) or (NN) or section 5739.01 of the Revisc!d Code. 
the price o f  which consists in whole or in part of :i 

inernbsrshl for die rrceipl of the he id i t  of the senice, 

insrdlmentr thereof. 
the tiLy app f ic&le to the d e  ~IiiJ1 11c ineiiuurtd by Llie 

( 8 )  The IW does not apply to the following: 
(1 I SaIcs to the srete or any of its politicul subdi~isions, 

or to any other state or Its political subdivisions if die 
laws of that stntz exempt from tKxatIon s&s made to 
tlrir state and its political subdivisions; 

(2) Sdes of food for hunien consumption off the 
premises where sold; 

(3) Sales of fwd sold to scudunts only hi a dcteria, 
dormitory, fraternity. or sorority maintained in a private. 
public, or parochial school, college, or university: 

(4) Salcs of newspapera. aid ol‘ rnagazirie subscrip- 
tions shipped by second CIW, mdl,  and sales nr t raders  
of magazines distriliuted ;is controllcd circulation publi- 
cntlons: 

(5 )  The furnishing, prepwing, or serving of rilcals 
uitliaut clrirge hy an amployer to an employec provided 
thc employer records the me& as part compensalion 
for scnicir perfnrmed or work done; 
(6) Sdes of motor fuel upon receipt, use, distribution. 

or sale of which in this state a tax 1s im ased by the 
law of this s t t e ,  but this exdm cion shal f not apply to 
the sale of motor fud on whic I: 3 refund of &e t u  ir 
dlowable under suction 573514 af the ReArd Code: 
and the tnu commtsvioner may deduct rhe amount of 
tax levied by this section applicable to die price of ITlotOr 
fuel when granting a refund of motor fuel 13x pursuant 
Lo section 5735.14 of the Revised Code and shdl cause 
the amaunt deducted to be paid Irito the general rcve- 
nue fund of diis statu: 

(7) Sales of natural gw by a natural gas mmpany, of 
electricity by an electric company, o fwte r  by a weter- 
works company. or of swam by a heating company, if 
in each me the thing sold is delivered to consurnerr 
through wires, pipes, or conduits, and dl d e s  of coiii- 
rnunicrrrioiu services by B klephone or telegraph corn- 
p y .  all t e rm Y defined in section 5727.01 af the 
Revjsed Code; 

( 8 )  Casual salcs by a person, or euctionecr employed 
directly by the person to conduct sur11 d e r ,  exccpt as 
to such sales of motor vehiclns, watercraft or outboard 
motors required to be titled under section 1548.06 of 
the Revised Code. watercraft documented with the 
United States cowt pard ,  snowmobiles, and &pur- 
pose vehicles ns defined in section 4519.01 of thc Re- 
vised Code; 
(9) Sdcs of sewiccs ar tangible persolid property, 

other than rnotor vehicles, mobile homes, md marlufac- 
tumd homes, by cliurchos ar by norpolit organizations 
operated drclusively for cliorit;llle pupsrs ;LS defintd 
in division (B)(l2) af this swtior,, provided di;u the 
nunher of days on which such tmglbk personal prop- 
erty or services, other thon items never ruhject to the 
fax, are sold does not exceed s u  in any calendar year. 
If the number of days on which such sales are rnndz 
cxceeds s u  in any aleridar yew, die church or arganiza- 
tion sliall be considered to bc engaged i r ~  business and 
d1 subsequent sa l ts  by it shall be sribject to tlic tax. In 

counting die nuliiber of duys, d1 sder by g r i q s  tr i t l i in 
a clrurcli or within  an organiz;itioli shall be considvrered 
to be sd~s ol‘ that clwrcl\ or argnnizuion, ewcyt tllst  
d e s  made hy scpnratr! studcnt tliibs rnd other groups 
ol students of B prirnay or secoiidil~ school. end ?;des 
made by P pucnt-teacher axciat ion,  booster group, 
or siinilar organkrion that raises money to support or 
fund curricular or extracurricular activities of a riniary 
or scmnd;rry s~liool, shall not be considered to E e d e s  
of such scliool, and d e s  hy each such club. grou , 
kssmiation, or organization shdl be counted separate P y 
far purposes of the six-day 1iniit;ition. This division daes 
not a ply to sales by a nonmmmcrcial educntianal radlo 

(10) Sdes not within the taxing power of this stnte 
undcr thd Constitution o f  the United States: 

(11) The traosporrarion ofpersons or propeny, iinless 
die transportation is by a private investigation and secu- 
ri~y service: 
(E) Sales of tilngiblt personal propee  or seMces to 

churches, to organizations exempt from twadon under 
saction 5Ol(c)(3) of the Intenid Revenue Code of 198G, 
and to any other nonpmlh organizations opanted exclu- 
sivcly for charitable urposcs in this state, no put af 
the net inmmc of w K ich inurcs to the benefit of any 
private shareholder or indvidu-al, snd no substuntid 
part of the actibities of which consists of carrying on 

ropaganda or othenvige attempting to influence legis- 
Ltion: d e s  to ofices administering one or more homes 
for the aged or one or more hospital fncilities exempt 
undcr section 140,OS of the Revised Code; and sdcs 
to organizations described in division (D) of section 
5709,lI of r l ~ e  Revised Code. 

“Charitable purposes” means tho relicf of poverty: 
the improvment of hedtlr through the alleviation of 
illness, djseasc. or injury; the operHtion of m organiza; 
tion *mIudvely for the rovisian of prol‘essional, laun- 
dry, ,printing, and purcKwing services to hospitals or 
chantable institutions; the opention of a home for the 
aged. defined in section 5701.13 of the Revised Code; 
tiit opewtian o l  a radio at television broadcasting stri- 
tion that is  licensed by the federal comrnunlcotioiorrs 
commission u a noncommercial educatiord radio or 
televislon stution; che operation of a nonprofit arrimal 
adoption senice or J county humane society; the pro- 
motion of eduuntiorl by an institution of learning ihat 
maintsins a faculty orqualified iiistructors, teaclws reg- 
ular continuous courses of study, imd confers a recog 
nized diplornu upon completion oi a specific curricu- 
lorn; t l u  opcrxion or a parent tcaclier ssociadari, 
hoostrr group. or sirniltrr organization primarily engaged 
Irr the promation and support of the cumculrlr or extra- 
curricular activities of a primary or secondary school: 
the operaeion of B community or area centdr in which 
prssenrations in music. dramatics, the arts, md related 
fields are made in order to faliler public interest and 
education therelri; the production of pcrforrnances in 
music, dramatics, and the arts: or tha promotion of 
educrtiori by m organization engaged in carrying on 
research in, or the diaeniiristion of, sticntillc and tech- 
nological Li~owlcdge and inlormation primarily for the 
public. 

or te f evision braactasring station. 
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Nnthiiqg i n  this cllvisian y I i d \  hc c1ri:riii.d to cxcmpt 
sJes to m y  orpnization lor use 111 the o p a l i o n  ar 
ctlnying on of a crude or business. or sales to a home 
for the nged for use in the operiition of independent 
liviilg f d i t i c s  (LS (kfirred in division (A) of section 
5708.1.1 of the Revised Code. 

(13) Building and construction materids and sewices 
sold to construction contractors for incorporation into 

structure or improvement to red property under a 
construction contract with this state or a politicd subdi- 
vision thereof, or with the United States government 
or any of its agencies: building nnd construction materi- 
als and senices sold to construction contractors for 
incorporation into a structure or improvement to red 
property that are accepted far ownership by this state 
or m y  of its political subdivisions. or by the United 
state5 government or any of its agencies at the time of 
mmpletian of such stmcturas or impmvomcnts; boild- 
in6 and construction materids sold to construction mn- 
tractors for inforporation into J horticulhire strucrure 
or livestack structure lur P person engaged in the busi- 
ness of horticulture or producing livrstock: building 
nutends and services sold to a construction contmctor 
for incorporation into a home of public worship or 
religious education, or a building used exclusively for 
charitable purpnset under 3 constn~ction contrxt  with 
an organization wllosct purpose i s  ~ L F  drscrikd in did- 
$ion (B)( 12) of this section; buildiog and coortructioii 
materials sold for incorporition into the original con- 
struction of a spans facility under section 307,686 
[307.69.6] of the Rebiscd Code; and building and con- 
struction inarerials and services sold to Y construction 
contractor For incorporation into real p r o p e q  ourside 
this stztc i f  such nintcridls and services, when sold to 
a coiistruction contractor in the state in which the real 
pro erry is located for incorporntion into r d  property 
in t R st state. worild he exempt from a tu on sales levied 
by that stale; 

(14) sdcs nf ships or vessels or r i l  rolling stock used 
or to be U J * ~  principally in interstatu or Foreign com- 
merce, and rrpnirs, dteratioiu, fuel, uid Iubricwts for 
such ships or vessels or rail rolUng stock; 
(IS) Sdes to petsons engpgcd in any of the activities 

mwrioiied in diiuisiali (E)(Z) or (9) of section 5739.01 
of the Revised Code, to persons angaged in making 
rerail sales. or to persons who purcliae Cor sdc from 
a manufacturer tangible personal pro emy that was pro- 

designs provided by the purchaer. or packages, includ- 
ing niaterid ud parts for packngcs, ond of machinery. 
equipment, and material for use prirnxrily in psckaging 
tangible personal property produced for sale by or 011 

the order of the person doing the packaging, or sold at 
rrtdl. "Parkage?;" includes bags. baskets. cartons. crates, 
hoxes, cans, bottles, bindings, wrappings. and other sim- 
ilar devices and con tainerr. and "pachgipg" means plac- 
ing therein. 

(16) Sdcs of food to parsons using food stamp cou- 
pons to purchiue the C a d  AS used in &vision (B)(16) 
of this section, " f a d  hu the same meaning ;IS in the 
"Food Stamp Act of 1977," 92 Stat. 958, 7 U.S.C. 1012, 

duced by the manufacturer in accor L nce with specific 

:LS smi*ndrrd. unrl M c r J  rcpliitioiis dcrpted pursuant 
to h i l t  ilCt. 

(17) S.11les to persons engiiged in f;lrming. agriculture. 
harticirlturc, or floriculture. or tarigible perscinul prop- 
erty for iise or consumption direct y in the producrion 
hy Iwtnirrg, apricirltirrc, horticulhrr, or Ilwriculturc of 
other tnngiible persond properry foruse or consumption 
directly in rhe production of tangible personal property 
for side by farming, agriculture, horticulture, or floricul- 
tore; or rnatcriill and parts for iricurporntion into eny 
such rwgible persond propew lor use or consumption 

mduction; and of tangible personal property for 
siic in R use or canarmption i r i  the cunciitinning or holding 
orproducts produced by and Tor such use, consum tion, 
or sale by persons engaged in farming, agnculture.Rorti- 
culture, or floriculture, except where such property is 
incorporated into red property; 

(18) Sales of drugs dispensed by a Licensed humu- 
cist upon the order of a licensed hcdth pro P essional 
authorized to prescribe drugs to a human being, as 
the term "Ucensed health pmressiond authorizcd to 
prescribe drugs" is defined in section -1720.01 of the 
Revlsed Cade; LnrlrUn as remgnizad in the official 
United StJtes pharmaco oeia; urine and blood testing 
niekrids when used by l! *RbctiCS or persons with hypo- 
glycemia to test for glucase or acetone: h 
!yingcs and needles when used by diabetics or insulin ? O d e m i c  

alfa when purchased for USB in diu 
with end-stage renal diseue; hos- 

Cor use by persons with 
medicnl problems Tor medical purposes; and oxygen 
and axygen-dispensing equipnient when purchased for 
use by persons with medical problems for medical pur- 
poses; 
(19) Sales of artificid limbs or portion thereof. breut 

rostheses, and other prosthatic dcviccs for humans; 
Kraces or other devices for supportin veolteoed or 
nonfunctioning parts of tlia humw ho J y; wheelchairs: 
devices used to lift wheelchairs into motor vehicles and 
parts end urressaries to such devices; crutches or other 
devlces IO aid human permhulation; and items of tangi- 
ble personal property used to supplement impaired 
functions of the human body such Y respiration, hear- 
ing, or elimination. No exemption under this division 
shdl bc dowcd for nonprc:scription drugs, medicines, 
or remedies; items or devices used rosuppltinent vision; 
items or devices whose function is solely or primarily 
cosmetic; or physical fitness equipment. This &*ion 
docs not apply to sdcs to J hysician or m e d i d  facility 

(20) Sales of emergency an8  fire prarectian ve~iiclcs 
for use in the trealmznt o P a adent. 

rrient tn nonprofit organizations for use solely 
fire protection ~d emergency scMcis for 

of the state: 
(21) Sales of tangible pervonal property manukc- 

tured in this scale, iI sold by ht irnmufucturar in this 
state to a retailer Cor use in the r e d  business of tha 
r e t d e r  outside of this state and iC possession is taken 
from the manufacturer by the purchiuer within this 
state for the sole purposc of immediately removing 
tlic wine fram this ststt! in  H vehicle owned by the 
purchuer; 
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( 2 2 )  Sides of s~ivir:cs provided by tlic stiite or nriy 
of its pnliticd subdivisioits, agencies. instrunlcntditics. 
institiitions, or uuthoritles, or b go~~emmeiitd entities 

inslminentdities. iristitutions, or aiithorities; 
(23) Sides or motor vehicles 10 tionresidents of this 

sntc iipan the prescrttstlon ol‘irn affidavit executed in 
chis state by the nonresident purchaser affirming that 
tlie purchirser is r nonresident of this state, that poeses- 
sjon of the motor veliicle is t&en in this state for the 
sole purpose of imrndetely removing it from this state, 
thuc the motor velricle will be pennanendy titled and 
regiis+ered in another state, and that the motor vehiclc 
will not be used in this state; 

(244) Sdes to persons engaged in !he preparation of 
egs for sale o l  tangible personal propcy used ar can- 
sunied dlrectly in such preparution, inclucbng Such can- 
gible personal prnperty used for cleaning, sanitiziry 
preserving, gadlng, sorting, and clursi@ng by size; 
pacbges, including material and parts for packages, 
and machinery, equipment, and material far use in 
packaging eggs for sde; and handling and truqmtation 
equipment and p a s  therelor. cxcepc mocor vehicles 
licensed to operate on public highwdys. used in in- 
traplant or interplltnt tmsfzrs or shlprnent af eggs in 
the process of preparation for sdb. when the plnnt or 
plants within or bctureen which such tnrufers or ship 
inents occur are operated by the same penon. ‘Pack- 
ages” includes containers, cses, baskets, flats. fllers, 
flller tlots, mtons, closure materials, labels, and Irlbelirhg 
muterids. end ‘‘packaging” means placing therein. 

(25)la) Sales of water to a mnsiinier for residential 
use:, except the sale of battled water, distilled watir. 
mineral water. carbonated water, or ice; 

(b) Sales ofwater by a nonprofit corporation engaged 
exclusively in the treatment, dielribudon. and sale of‘ 
water to coiisumers, it‘ such vater is ddivered to con- 
sumers through pipes or mhing. 
(26) Fees cllarged for inspection ar reinsprcriori of 

mutor vehicles under section 3701.14 of the Revised 
Code; 
(27) Sdes dsol;ir. wind, or hydrotlremd energy sys- 

tenis that meet thz guidelines established under divirion 
(8 )  of section 155120ofthe Revised Code, companents 
of such systems that are identified under division (B) 
or (D) of that section. or charges for the iestdlation ai“ 
such systems or eompnents, made during the period 
hnm A U ~ U S ~  14, 1959, through December 31. 1985; 

@E) Sdes to persons licensed to conduct a fmd ser- 
vicu operution punuimt (0 section 373’1,03 of the Re- 
vised Code, of tangiblz personal property prirrrruily used 
directly for thc follotving: 

(a) To prepnre food for hunlan consumption for sale; 
(b) To preserve food that Ius been or will bc repwed 

operator, not inclriding cangible personal propeq used 
to display food for selection by the consumer; 

(4 To clean tingblc personal property used to pre- 
pare or serve food for human consumption Tor sde. 
(299) Sdes of wrirnirls by nonprofit aninid adoption 

seMccs or county himiwe societics; 
(30)  Salts of services 10 B carponition clescribed in 

of the stlte or any of its politic J subdibjsians, ugcncies. 

Tor human consumption for sale by the Cm s senrice 

division (.%) of sccljo~i SQ9.72 of the Revised C ~ C ,  
ant! sdes of tzngihle persaid prop* that qualifies 
for exrmptioa frnrii txuition tiridcr section 5709.72 of 
the Hevised Cock: 
(31) S&P artd insldlutIon of ~griculnid land tUe, a 

detincd in divisio~r (B)(5)(u) or section 5?.39,01 of the 
Revised Code; 

(32)Sdcr and erection or inscdlatioi) of orcable 
grain bins, LS defined in divisian (B)(S)(b) o P section 
5739.01 of the Revised Code; 

(33) The sale, I e ~ e ,  repair, and mdntenance of; pW5 
fori ar items attached to or incorpor;lted iir mator vehi- 
cles that are primarily used for transporting tangible 
persond property by aperson engaged irt highway trans- 
portation For hire; 
(34) Sales to the stute heidquaen  of any veterans’ 

orgnnizatioii irr Ohio that is either incorporatcd and 
issued 3 chmer by the congress o l  the United States 
or Is recognized by the United States veterans adminis- 
tmtioo, for use by the headquarfers; 

(35) Sales co ia telemrnmunicarioris seFice vendor of 
ts~igible persond propew 3nd senices used directly 
and primarily in tnnsmitting, receiving, switching, or 
recording any interactive, nvo-way electromagnttlc 
mnrmunimtions, including voice. image, data, and in- 
brmtldon, through the use of ani  mdum,  including 
but not limited to, poles, wires, ca les, witching equip 
ment. computars. and record storage devices urd me- 
dia, ilnd carnpnent PIM for the tangible personal pap- 
eriy. The cxernption provided in division (B)(35) of this 
secpon shdl be in lieu of all other eiceptions under 
division (E)(O) of section 5738,Ol of the Revised Code 
to which a telecommiinications sewice vendor may oth- 
cwisr  be entitled bared upon the use of the thing 
purchased in prou‘ding the tclemrnmuniutions service. 
(36) Sdes ofinvestment metal bullion 2nd inveshnent 

mins. “Irwestnient metd bulllon” metins my elemen- 
cary precious inetd that hiis been put through u process 
ol smelting or rlfining. includlng, but not limited to, 
gold, silver, platinum, imdpnlldum, and which i s  in 
such stiite or cundition that its value depends upon 
its content and not upon its form. “lrivestment metal 
bullion’ does not include fabricated precious met$ t b t  
hu been pracessed or minufarturcd for one or moru 
specific and customwy industrial, professional, or artis- 
tic uses. “Invertment coins” means numismatic coins 
or other forms of money and legal tender manufactured 
of gold, silver, platinum, palbdium. or other rnetd un- 
der the laws of the United &tes or any foreign nation 
with a fair niarkct value greater than any statutory or 
nomlnd value of such coins. 

( 3 W 4  Sales where the pulpose of the consumer is 
to use or mnsumc the things transferred in maldng retu’l 
sales and consisting of newspaper Inserts, catalogues. 
coupons, flyurs, girt certificates, or other advdrtising 
material thtlt prices and descrlbes tangible personal 
praperty offered for ret& sale. 
(b) Sales to direct marketing vendors of preliminary 

materials such Y photographs. w o r k .  3nd typesetting 
that will be u s d  in printing advertising mzterid; of 
prin t c d  matter that an‘ers fret. merchandise or chancer 
to w i n  swc:eprt&ke prizes and that is mailed to potentid 
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c1,stomers with iitlvertisiag materid described in divi- 
riolr (B1(37)la) of this section; and ofcqriipment such a 
telephones. corn urers, Fxsitnile mnchines. and ririiilar 

ders for clirect niarkatiilg rctail sales. 
(c) Sdes of autorriatic food vending iniicbines that 

resewe food with ;1 shtU'life of forry.fivc days or less 
[y refrigcwrion and dispcnse it tci the mnsuiner. 

For purposes of division (B)(37) of this section, "di- 
rect rlrarkcting" rneans the method of selling where 
mnsuiners ordcr tangible personal proprty by United 
States rnd. delivery service, or telecomrnunicntion and 
the vendor delivers or ships the langible persond rop- 
e~ sold to the mnsunier from a warehouse, cst$k,t 
&stribusion ccrtter, or similar fulfillment facility by 
means of' the United States mail, delivery service, or 
a m  m on carrier I 

(38) Sales to B person engaged in the business of 
horticirlture or producing Livestock of rn3terid5 10 be 
irrcorporated into a horticulture structure or livestock 
structure: 

(39) The salu of a motor vehidr that is used exclu- 
sively for a vanpool ridesharing arrangement to persons 
p,uticipilting in the vanpml ridesharing arrangement 
when the vendor is selling the vehicle ursuant to a 

transporkation: 
(40) Sales of personal computcrs, winputsr moni- 

tors. cornputcr keyboards, modems, and other pcriph- 
e d  computer equipment to an irrdividud who is li- 
cmsed or ccrtifiad to teuclt in an elementsry or a sec- 
onduy school in  this state for use by thst individual in 
preparation Tor tdaching elernentnry or secondary 
schoal students; 

(41) Sdes to a professional racirrg teain of any of the 

(a) Motar racing vehicles; 
(b) Aepair seMcci for rriotor racing vehicles; 
(c) Items ol'property that ;we attached to ar incorpo- 

rated in motor racing vehicles, including engines, c h w  
sis, and all other campontilts of the vehicles, and all 
s are. replacement, and rebuilt arts or components of 

fluid. paint. and acctssoricts consisting or instrumenta- 
tian senson and rclaced items rdded to the vehjclc to 
collect and transink data by nwnns ot' telemetry and 
other rorms of cotnmuriicacian. 

(12) S ~ l c s  of used rnanufutured homes and used 
mobile horner, at defined in section 5739.0210 
[5739.lE.l0) of the Revised Code, 

For thc purpcisl of the proper adrninistration of this 
chapter, nnd to revent the rvision of the tax, it i s  

to the cu until the contray is estshlished. 
As used in this section, except in divisian (B)( 16) of 

this sr:don, "food includes cercds and cered products, 
milk and milk products inclurling ice cream, meat .md 
meat products, k h  and Fish roducts, eggs and egg 

products, and pure h i t  juices, cnndiments, s u p  ntld 
sugx products, coffl:e and coffee subsdtutes, t e ~ ,  and 
C~ILOA and cocoa products. tu docs not include: spin tu. 

tsnsibll: pzrwna P propetty primarily used to accc:pt or- 

contract between the vendor 3rd the B eparrment of 

foU0wing: 

t R e vehicles; except riot inch 8 ing tires, consuinahlc 

presiirned thut d P sales rrinde in this state are suhjrct 

prnducts. vegetables and vegrta \ Id products, fruits. fruit 

011s or rndt liquors; snft drirrkr: sodas ant1 Levwages 
that arc ordiilarily dispensed at bars and soda fi,untairts 
or in connation therewith, other than cot'fec, tea. .MI 
COCDP; root beer ;ind roo1 becr extructs; mdt and i r d t  
ortracts; ini1reral oils, rad liver oils. and ltdibut liver 
oil: medicines, including tonia, vitamiti preparations, 
and othdr prodrrctr sold primarily far their medicind 
propcrties; and water, including mined. bottled, and 
carbonatud waters. urtd ice. 

of w ericise tax ai\ transactians by which 
lodging by a 1 otel is or i s  to be furnished to transient 
p e s t s  pun'uant to thissection anddivision (B) ofsection 
5739.01 of the Revised Code does not prevent any of 
the following: 

(1) A rnunicipdcorpration or toaship from leying 
an etcise tax for any lawfuI purpose not to exceed three 
per cent on transactions by wlrlch lodging by a hotel is 
or is to be furnished LO transient guests in addtion to 
the t a  Iwied by this section. If u municipal corporation 
or towwhip rep& a tw impnred under division (C)(I,) 
of this section and P county in which the municipal 
corporation or township tias tccritory has H t u  imposed 
under division (C) of section 5738.0% [5739.02.4] of 
the Revised Code in efl'ect, the municipd copriUion 
or township may nor rtiinpose its t u  as long m that 
county t u  remains in effect. A nrunicipd corporation 
or township in which a tar is levied under division (Bl(2) 
of section 351,021 [351.09.1] of the Revised Code rnay 
not incrense the rate of its tiu leviell mdcr division 
(C)(I) of this section to any rate that would cwse the 
totd tmus levied under both of those divisions to excued 
three per cent on any lodging transaction within the 
murricipd corporation or tomship. 

(2) A municipd corporation or a township from ley- 
ing an additiod excise tu not to exceed three 
on such transactians pursuant to division (B) o secrion 
5739,024 [5739.03.41 of the Revised Code. Such tiu i s  
in addition to any t i l t  imposed under division (C)(I) of' 
this section. 

(3) A county from levying an excise ~iu ursuant to 
division (A) of section 5739.0% [5739.02.4 f of tht  Re- 
vised Code. 

(4) A county From levying an excise tlu not to exceed 
three per ceibt of such transactions pursuant LO division 
(C) of section 5738.0% 15739.02.41 of the Revised 
Code. Such a tax is in addition to my tu imposed undar 
division (CI(3) oE this section. 

(5) A convention racilitirs authority, as dofined In 
&ision (A) ofsection 351.01 ofthe Revised Code. from 
levying the excise taxes provitlcd for in division (E) of 
section n3S1.011 [351.02.l] or the Reviscd Code. 

(6)  A county from levying an excise tax not to elrceud 
one and one-half cr cent of such transwtions pursuant 

Revlsed Code. Such tw is in ddirion to any tax imposed 
under division (C)(3) or (4) of this section. 

(7) A county from levying an excise tax not to exceed 
one and ane-hdl er cent of such transactions pursuant 
to division (E) o B section 5739.021 r5739.01.41 of the 
Revised Code. Such a tar is in addition to my tu im- 
posed undbr dirision (c)(3), (4), or (61 of his section. 

(D)'l'he levy OC this l t l ~  on retail d e s  oc recreotion 

(C) The le 

per cent 

to division (D) o P section 5739.024 [5739.02.4] of the 
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Trnnsit ;whnrin t i u  RC $4 5739.09.3. 5741.03.2. 
Vendors irut rcquircd to difFerenti:ite hi record-kiepirig be- 

Ohio Constitution 
Excise ihnd fniiicliirc twos. OConrt an XII, 

Ohia Admlnlstndve C d e  
h-oducts. pcrsonlly construed for t i  purposes- 

Automadc dits processing and mmputtrr services. OAC 

Books, mmuds, bullcrins, lists. O K  5703-943. 

F I C ~  exempt and noli-txeiirpt ~ d c s .  RC $ 5739.1 l .  

3. 

5703.946, 

Corrstruction of real propmy: inoxpowtion into. OAC 
5703-8- 14. 

Food said t ~ .  students hy schools. OAC 5703-9-27. 
Naws apers and rnagiiic$. OAC 5703-9-28. 

Manuluchrtd far sale or piirchiued Tor resula. OAC 5703- 

Production and fabrication or. 0.~2 5703-0-20. 
Sold fnr anorher. OAC 5702910. 
Used In ogriculture, honiciilnire. OAC 5703-9-9. 
Used in inanufncturing, wembling. OAC 5703-9-21. 
used in mining. OAC 5703-9-22. 
Urad in refitling. OhC 5703-9-21. 

Phorosrarr, photogruphs and blueprints. OAC 5703-9-38. 
Septic ranks. OAC 5703-942. 
Tires. repiiirtd or rahczded. O K  5703-9-37, 
Tmsxnanx; rypes of d e  and s w w +  

AucrionJ. OAC 5703-930. 
Aillomitic darn prmesring und computer services, OAC 

Cuh register adjustment reimbursement, OAC 5703-047, 
Condirioni sdcs. OAC 5%:1-&[7, 
Construction conrracts. OAC 5703-8-14. 
Coupons: gifr cenificites. OAC 533-9-15. 
Ddivary mm. O K  5703-6-26. 
ExchulRed merclimndisu. OAC 5703.Q-13. 
Exemption: cenificiltu forrnr. OAC 57n3.~.03. 
Fmd rainpr. purchver made with. OAC 5703-94. 
Insridlnicnt 2nd credit sdes. OAC 5703-9-19. 
Iiiltrrhtc commerce. OAC 5103-9-39. 
Purchases by certain liquidators. OAC 5703.8-35, 
Rcrumed morchundira und rojecred services. OAC 5703-0- 

Sdas of prsondly belonging to morher. OAC 5703-940. 
Tndehs, OAC 5703-9-12. 

Personalty- 

9-04. 

5703-946. 

11. 

Ted Discuxslon 
Building wntnctr. 3 Cause Chirper a3 
Contrds. 1 Cowe Chirpttr 13 
Leases. 3 Couse Chiptar 38 
Ohio S ~ I ~ C S  and use taxes. 1 Couse Chapter 7 
Side of goods. I Come Cllicptor 7 

FOIllb-5 

Certificuta for exemption from sdcs tx .  1 Sewer No. 227 

Resenmh Aids 
Ercrnptions from t x  

O-Jur3d: Tal $ 8  387-.3RR, 404, 406. -117425 
h-Jur?d: Sales T Q 116 2t scq 
C.J.S.: T u  $ 5  1335. 1 9 6  
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hLR 
,qplicahility of sales or IISC tax15 to inorlon pictures iind video 

trazr. 10 ALR4th 1200. 
Applic&ili& of sales trur tu judlcid or bunkniptcy sales, 5 

ALROd 1118. 
Applicability of 5des t i  [O 'tips" or m 4 c e  charges iddcd in 

lieu of  rips. 73 ALRJd 1226. 
Compucar sofmre or printout ~riingactions us subject to state 

sdes or use tim, 36 ALR5th IO. 
Consumer fisc, d a s  and use r u e s  an sdc or lese of rnllillng 

or  customer Lisr. SO ALRlth 1026. 
Ezempdon, from rides or use t u ,  of water, oil, go, othar 

luel, or elecmnty provided lor reddentid purposes. 15 
rrLR4th 269. 

Excmptlon of casual. isohted, or occusiond sdes under sales 
and use twej. 42 ALR3d 292. 

Excniprion ofchuitiible or cducutionil nrpnizition rrom sale5 
or use tu. 53 ALR3d 744. 

Eyeglszser or other oppricd accessories as subject to sales or 
1198 IY. 14 ALRQth 1370. 

Items or materials exempt from u5c t in  ikq used in niiniifacrur- 
ing, processing, or the like. 30 ALR2d 1439. 

Miping cxcmptlon to d e r  or iiqe us. 47 ALR-lth 1.220. 
Religious o ~nlut ioa 's  arcinption from salts or use tm. 5J 

Reusable soft drink bortles as subjzcr to sale5 or u~lz tams. 97 
hLH3d 1205. 

Sdcr or  use tax on motor vehicls purchased out of stile. 45 
ALRJd 1270. 

State or lad d e s ,  we, or privilege rav on sdcs of, or revcnues 
from r&s of. iidverrising spuce or setvicar. 40 ALRlrh 
1114. 

T u  on hotel-motel room occupancy. 58 ALRdrh 974. 
what consticutas direct use within meaning of stutuie exernpt- 

ing Tmm rules und iise IWE aqulpment directly used in 
production oftwdble personal p r o p z q .  3 ALR4th 1 LPR. 

what mnstitu~es newipuprs, magyinos. pzrlodimh or the 
like, under d e a  or use tux law exemption. 25 ALR4th 
750. 

Wheri ia mrparntion. community chest. f i ind foundation. or 
club "organized und operated clrclusi4y rot charitable 
orothzralempcpurposds" iinder Intomil Revenue C d c ,  
69 ALWd 871. 

ALR3912M. 

h w  fleviaw 
Aiidysls and critiquz d stace pro-cmpdon of municipd excise 

aid Income tuaS under Ohio home nile. C. Emory 
Clnndcr. 21 OSLJ 343 (ISM). 

Chwries and the Ohio tu laws. Lloyd E. Fisher, Jr. 18 OSL] 
223. !?-&I (1957). 

H.O. 154: Ohio crestas renewable enurgy resoilice tur irrcen- 
rives nnnd solar xcccu cusciiieiltr. Notc. 5 L I h y L H e v 1 ~ 1  
(1480). 

H . B ,  655: "Use on use" s~les tu stomption reenacted. Note. 
1 UDnyLReg 495 (1979). 

lntcrpretation of c ~ ~ i ~ i p t i o n s  itnder the IW.W Ohio S ~ C S  th. 
Ronald J, Colley. 30 CinLRev 457 (1961). 

Miiniclpd homo NIC in Ohio: preemption - theory. Ceorgc? 
D. Vailkl. 3 ONorthLRev at 1208. 122.1, 12331 (1976). 

Municipal klurian: li study or the preemption doctrine. C. 
Emory Gliirder & Adhsun E, Dewey. 9 OSLJ 71 (ISB). 

Privilsgzs and immunities of non-profit oqnnlwrions. &r.d 
D. DiMtlrcu & Ira 0. h c .  18 ClevSrLRev 264 (1970). 

Sales and use tiu amendments. C. Emor\. Clnnder. 12 OSL] 
381 (1951). 

Sides i d  UM tux - exsniptions. Cue note, 13 OSLJ 114 
(1852). 
taxanon - r P t d  5dc.r tar - e#einptioii of sale of food 
For consumptioil OIT premises wvhcru sold. Cue note. I5 
OSLJ RS (199). 

Ehiition. Ohio Lw Sitve!. 51 CiiiLRzv 218 (1862). 
Tiration - S ~ U E  uiid uic cues - purctiuw of cenicirt clinker 

prodwing s).rrern - e r e  ted - lulor Lusts not ex. 
cuptd .  Sorichwitom Pofl P and Cement Co. v. Lindley. 
67 OS2d 417 ( lQ6il)-  Case note. 11 CapiulULRev 377 
(IQAl). 

P, 0 1 1  
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smpc or tar 
1. (1953) A trustee i n  b m k m  rcy is not P "person" within 

the meaning 0C that \ror(i ;15 dcined in flC 4 $739.02: In re 
t'aype COQ.. 53 00 -167 (Fed). 

1.1 (1988) Slag-a-wuay equipment uscd by 3 scrap m d  non- 
muhrlllc slag reclarntltioir complrny on steclinaker company 
prarnim WY not exern t under the reside exemption or Iormcr 
HC $97.3Q,02(8)( 16). 1 WIU exempt under the riianufjcruring 
exceptioil: %in. [nc. v. 'Truy, w OS3J SO\, 705 NE2d 676. 

2. (1096) Devices which acird electricul charges to c a n n m  
miiscle$. thus suppofling Q bodw pm. do ~iul ydiv BS "braces," 
but may qtill iFy US an "dd to human pcram uliaon": Kempf 
Surgical Appliulccs, Inc. v. Tncy, 7-1 OS3d 517. 660 NE2d 
444. 
3. (1995) Srles bv u company which rnirkcta. niriiral pi. 

but io nor a " n a t d  gu Lnmpnny" under RC 4 5727.01, do 
not qualify for rxcm cion uider I K  5738.@2(0)(7). This tax 
policy docs not vidk rhc cuminercc cluuse: Cen. Motors 
Curp. v. T r y ,  73 OS.3d 18, 652 NE?d 1M. 

4. (19s) Sales by a coinpnny which rnarkots natural g ~ ,  
hut is uot a -natural gu c o n p n y "  under RC ! 527.01, do 
liot qualify Cor examptioil iindcr RL: 0 5739,02((R1(7): Ch~ysler 
COQ. v. Trucy, 73 OS3d 26. 652 NEZd 185, 

5. (lQu5) Tl~z  presurnp~lon of twihlity was not overcomc 
wherc the t u p q c r ' s  nvo k~t~i rssea  hud 110 personid k iwledge  
of how the piirchiisea w m  uscd: Rcrn v. Trxy ,  72 OS3d 3 7 ,  
&50 NEPd 4%. 

6. (1995) Tibation is not prohibited by the inrerstate coin- 
rnerce cliuse vhere. at u terminal locuted in Ohio. 911 inter5tatc 
currier exercises property rights over pmpemy purchved for 
its own use, even rliough rhe p r o p r y  rernnins In Ohio Tor 
only D few hours: Cant. Trirnspon. Inr, v. Tracy. 72 OSM 2%. 
M 9  NEld L210. 

7. (L99J) A hotographer's sdcs oF phoroyriphr d s c h a u l  
children ro stu I; e n a  or their parents wcre nor cxenipr rmder 
RC $ 5i39.02(8)(1): Rirchio Pliotogr;lphic v .  Limbach. 71 
OS3J 4.10, W NEnd 312. 

A. (1994) CInly thosc items rhut are errcntid in the re- 
straining of rnovcincrit ol' thc gno& IO hc sold are excmpr 
(ioiri tuntion iindcr the packging eumprion or HC 4 
5709.0?((8)(15): Lacrite Corp, v. Tracy. 71 OS3d 401. I 3 4  
NE?d 281. 

B. (1994) Thc tiupiyer's telecnrnmuriicorion witching 
prodwt wus entitbd t o  exemption under Coniler HC $ 
5739,00(B)l16) ;is transportation and hundling equipment: 
AT&TTechnologits. 1 ~ .  v. Lirnbiicli, 71 OS3d 11. M1 NE2d 
In. 

10. (1990) A carrier m y  be antitled IO evornption under 
thr 'public utilit) rierrice" uItinprinn even though i ts  contnhcc 
carrier revtiiiiei cxced  Ita common cirrier rcvariues: S F Z  
Trnirsp., Inc. v. Limhlch, 66 0$3d 602, 613 NKZd 1037, 

11. (1993) The "demurt ip"  fccs chirped by Q ImuCnc- 

tlircr oT industri;iI p x - s  4 e n  crist~~iiir'rs did not tiitrely rctunh 
the cylinders in w l i i d i  tlir g,ucs *bt*rr' drli\rrcil \iter.+ not 
cxcinpt froin t i w t i m  Osnir, IIIC,  v. Liii\h~h, 66 O53d 304, 
G13 NE2d 618. 

12. (199.') Storapc t:ii\kr boltd ro  ii c m m r c  pud \vprp 
cxcsptcd iindrr RC J 5739.02 ;L< "stnicriires . I , 011 the hid '*;  
Uilivenul Oil t o .  L', Limbech. M OS3d 476, 566 NESJ &fi. 

13. (199,) Stnicrurd strcl. duminum rids apd concretu 
pion and founcliirians used in constnittion of rldea in amtisa- 
ment park mnrtiturc "strucliires" and "in~provcrnznts" on the 
land within thc definirjori or "real property" under RC 
5701.02 und :ire not subject to sales and use caxcs: K i n p  
Enttrninmcnt Co. v. Liinhach. 63 OS3d 369. SRB N E M  777, 

14. (1902) Pachging line niuchiner). used in placirlg bnttcr. 
ius in hlistcr packs is excepted under RC 9 573Q.O21D)( IS): 
Union Cirbidc! C o p  v. Limhnch. 6.' OS3d 518, SRi  NERd 
135. 

15. (1992) M;xhinc hoppers used far rtoragc and delivery 
of raw m;iteridr prior to transformation inro 3 Enislrztl product 
are not cxcepred under rhc "uianiifac~inng" excoption, .A CBI. 

torr rorming and mnvcylng systcni IS nor plrckd 'ng machinery 

to exccpflon on that buis: Bid1 Corp. v ,  Limbacli. 61 OS3d 

16. (1990) Fond-puckaging conveyor h a s  arc exempt under 
RC 4 S739.02(B)( 15) \rehen they we i l i i  integrated and essential 
put of the pockng actisiby; lirogur CO. v. Limhch, 53 0536 
945.560 NE2d 105. 

17. (10'30) The W3y ln tmat iond  uidlfies as u 'church" 
for purposes of exemption unrlzr RCI 5785.02(8)(12)~ Tho 
Way Intcmiulonal v, Llinbich. 50 OS3d 76. 552 N D d  BOB, 

18. ( 1  589) The provision of privutc liaiising (awn A t  reduced 
retcs) doer not, standing idonn. deiiion~tr~itu the chuitible 
purpose requircd for exemption undcr RC $ 5739,01(8)(15): 
Columbus Colony Hociring, Jiic. v. Lirnbuch, 35 OS3d 253. 
54-4 NE2d 836. 

19. (19M) "Drmunsgc' charges usseised whcn a cnramer 
retlrine cylinderr used to deliver indutr id  gases byond rhe 
-Tree pried' are d$ides" under RC 4 5739.01. and ilre not 
caernpt under h e  ~'trAnapoKatiOl1 c h v p s "  or "paclogin 

40 0S3d 175, 531 NESd 733. 
20. ( ~ w Y )  Scnip mctd cowe>ing equipment ~ i i t l  mgi- 

neering dnwjngs w r r ?  nor exempt undcr RC 573B.WB) 
(16) or (26); Cencrd Motors C o y s  v. Lirnbuch, 37 OS3d 871, 
S25 NE2d 7 9 .  

21. (19W Pachffng meferids arc exempt only under PC 
5739.02(D)( 15), not under the rn;mril;lcruring exce tion 

Grid M i l k  lnc. c. Lirnbach, 35 O!i.3tl 256, 520 NE%!2lh; 
21. (le&) For prrrpows of exemption iindur AC $ 

5738.03B)(11). the chuvrar  of a nonprofit corponrion r n u t  
bc found in its rnorives, its chmer ,  its pu?;oaes nnd ils npere- 
tion: Akron ColTClrdritier. Iric, v, LirnbuL I,  34 OS3d 11, 516 
NEM 222. 
23. (1967) Foundry's spruc hiindling equlprnrnt wiu ex- 

empt under RC $ 570S.O.)iU)(lS): Gencrnl Matars Corp v. 

Lindley. 32 OS3d 159. 512 NEM 660. 
24. (1957) OAMCO dccirlon applies ritronctivcly only to 

cases pcnding In the Suprenir Court at the time of rhe dccislon 
an rehearing: Coppenuald Steel Co. v. Lindley. 31 OSM 207. 
31 OUR 40.1.509 NEPd 1'712. 

$5. (1886) TIE exccptioii horn sdcs  tamrion cant ined 
within RC Q 5739.02(8)119) fW"hrdcc$ end nrhcrriniilnr rncdi- 
cwl or sur@cd drvlcts lor suppar t ingwcihcd  or uszlers pans 
at  the human body" cncon\p~5es  mor+ than morely braces: 
Akron Home Medical Snnicts, Inc. v. Lindley, 2.5 OS3d 107, 
5 ORR 155.495 NESd 417. 

16. (19fi5is) t4 rctuilzr'r entire poii\r-af-sdo syskrn, including 
COIlCmtr3TOr and computer units, is cxrmpt whzrt 11s prirnu? 

or uqulpmant, or an intcgfid p3n thereof, M g. IS nor entitled 

47-1, 5M NEPd 679. 

onipaons: Oahrnc Bros. welding Supply, Inc. v. 
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list- is "dircctly in rnaldng rctxil sdcs": NCR Corp. v. Lindlcy. 
18 OS34 331. I f 4  08) l  375. +MI NP2d 5H8. 

27. (1965) Cam utcr Iiurdwurc is nut witliin tlic "rnmuhc- 
tllring" exceprion !y virtiie of irr iise in the prodiicrinn of 
Lxmi utcr rul'trwc: Iri(cnir1ib.c Idwiiiutloo Systems. Iiic. v. 
Liintach, 18 OS3d 309, 18 OOR 366, JBO NEZd 11%. 

28. ( 1985) Funlishlng nf f ~ d e n l l y  suhsidiwd homing i o  
residants who pi)' p i l ~  or all of their r z n t i  custr is iiut un 
erclwivc usc for charitnble purposcs which All result in tm 
exemption: h t i o n d  Church Reaidoncts v .  Lindloy, 18 OS3d 
9, 1R ORB 87,47EI NE2d 870, 

29. (1QM) Rellarice solely upon die prlnciple or expresrio 
unius ast cxclusio dtcrius in construing RC 5 5738.01(B) is 
inwficient ro overcome the presumption of tlubiliry emhod- 
ied in RC $ 5739,01 and shield a transaction Crom Iiiipositioii 
oT sales truer: Crdtsman Type, Inc. v. Lindlay, 6 OS3d 82, 6 
OBR 192, -151 NEld 76B. 

30. (198.') Sale oC semi-ttiuters titled In a m h e r  s t i t t  to u 
prry located in Ohio who draady has passassion olrhc mjlers 
p u r s m r  tn 3 lease is not siibject rn Ohin's d e s  rw where 
neither possession nor rltln were tririsferred in Oliio: PPC 
Industrias v. lindlcy. 1 OS3d 212. 1 OBR 237. 438 NE2d 
907, 

31. (19811 The goncloh mrs used to niove coal l iom inines 
to tlic utili 's plmt were exempt Cmrn use tues  under RC 
5739.01: d v c l n n d  Electric lllumiiiuting Co, Y ,  Lindlcy. 69 
OS2d 71. 23 003d 116. a0 NE?d 9338. 
32. (1981) Pallatizing equipment and shipping vehiclcs arc 

not within the -packaging" cnception: Southwstem Podand 
Camenr Co. v. Lindey, 67 OS9d 417,21003d 261. *a NEPd 
301. 
33. (lQ.41) The rupayers' milk i ~ d  ice cream procxS5ing 

equipintrit iind c u e  mnueyor sptcrri irre exciriptcd from sdar 
tax under chd "rnanufucturiiig" imd .' acktiging" trxnptiona. 
The transfers of equipment berween rerated corporate tupy' 
ers were nor exempt: Hawhorn blzllody v, Lindley, 65 OS2d 
47. 19 0 0 3 d  234.417 NEPd E5ia  
34. (1981) The earpoycr's purchasas or plmcs far resde, 

even thnugh they were wed in the interim in it4 chimer and 
tllghr-training services, we exempt Crom rnlar lax. I a a e d  dr -  
plunes und purchvrs  or the ncc~as;rry Cue1 Cor use by its CUS- 
turners not crenipt: Flitewuys, I i i c  v. Lindlcy. 65 OSCd 
?I. 19 003d 419.417 NEQd 1371. 
35. (1980) Bouda decision that the thermal liquid heater, 

d c  a p p l i d o n  system and elevator d e r y  devices were exempt 
from d e s  and use tues upheld: bgur-bng Co, w. Lindley. 
tM OSPd 150, I6 OO3d 378,413 NEZd R36. 
36. (19iB) The primdry use tcst J a r  not apply to B sale of 

fungiiblcs used fur h t l i  tuublc and n o n - t d l s  pu oses 
wharu such usc is appomonablc bolorc or after d e :  Ini$yd- 
son-Merrell v. Ponefield, 32 OS2d 281, 01 OO?d 501. 181 
NEld 518 (1973). overruled: Eirizry lidu?;trias v. t h y & .  -13 
OS2d 31.72 0 0 2 d  19,330 NEZd 6t16 (1975)); H. F. C d f i c l i  

37. (1Kf l )  Deiiillrnse charses ;ire costs arisiiig out or thr: 
-tr;iiisportutiorl or crmiis or propcqY" and urc. thcrcforc. 
exccptzd from s L s  aiid usc taws pursuant to fee 4 
5539.09(0)(111: Youngstom Sheet k Tube Co. v. Liodlay, 56 
OS2d 3n3. 10 O(X'ld 4ZJ 3(u NEld  €103. 

38.11976) Tho aiampdon Erom the use tax provided by RC 
5 5730.02(R)(6) dms not 1 plu to thdt portion of 3 p u r ~ l i u c  
hy a dedcr  iii motor velricL fual which is not subject to the 
motor vahiclc Cual arcira t u .  notwithstanding hat the pf imw 
UIC of thc Fucl wiu in w oxcrnpr manner. pursuvlt tn RC 3 
J738.02(D)(61. and char none of the Cue1 WJS earmiirked at 
purchase lor P non-exempt uhe: Kmgur CO. V. Lindey, 56 
OS2d 136. 10 0 0 3 d  319,382 NEPd 1358, 
39. ( l Q 7  Revised Co& 4 5i39.00-(DJ( 12), cxemptings.iles 

of p r s a n d  propmy to charirnble orgsilz;ltions rrolrl the S ~ C S  

CO. V. Lindcy. 58 OS2J364, 12 003d 34.390 NE2d 330. 

:ind IISP r m r ,  must hc strictly conrrrucd. Thus sdcs of lincn 
:rnd bi jndp  inaterials (Q 3 nonprofit corporation o r p n i m i  
cirlusivcly to furnish laundv senices to Iiospitds :rid iiursirig 

hnnies are nnr eiem r The joint laundry co ardrinn does nor 
ilsrlt' iinprart lieiil11 'through dle\iaring ixwis. Ji>t~.t~c.. or 
injury, nor mmapc J nulring hurne: Joint Hospital Scnices, 
Inc. v. Liiidley, 52 052d 153, 6 003d 371, 370 VFid .I74, 

40. (1877) hldling bbrln and rclihted mirchlndw rlru within 
cht "packaging" crccption to dit d e s  h: Highlights For Chil- 
dren, Inc. v. Collins, 50 OSld 186. 4 0 0 3 d  359. 3&1 NEDd 
13. 

41. (197) Whew the IepsoroCrnccom and tn ikrs  provides 
and pays far dl rho Fual, oil. and grtue n t c e ~ s a 7  Cur opcraring 
such equi ment b u e d  upon 3 singlo rnonrhly charge to the 

c h q e  i.9 amibutad to the con of praviding tha fuel ooly, the 
enrire chiirge Is siibjecr ro sales taxes pursumr to RC 5 5738.03: 
Copeland Corporation v. Lindley, 50 OSld P, 003d  Si.  
361 NE2d 1U. 

42. (1976) Blue prints, drauings and instruction booklets: 
used by pruduction worker; are exempt from salts uid uw 
tnrcs; copying mochincs used to reproduce them urc not. Puy- 
rnenti Cor computer rime-sharing 3rc not ercmpt. Containera 
2nd rdlroid a n  used to ship pans to the buyer's plant Tor 
wcrnbly ar t  not exzmpr. Emerson h n s  ,,ind dirrt collector 
equipnicnt we riot exempt, Paitems bought by "Kpapr for 
the production of metal cuting9. tliougli held for use tind not 
for sde. nrc nat exam t BlrbLock & Wilmx Co. v. Korydar, 
48 OS2d 251. 2 003%5:16.358 NEZd 544% 
43. ( I  976) Displny c-5 and racks whose predominant eco- 

nomic purpose ro rhe t q s y e r  is ro farilitrte rhe marketing 
of its prducts  we nor 'pwka es" within the nieaning of tho 
s i i l tb  rim rzcepdon provldd i? y RC 4 573B.n?(~)( 15): colu 
Nationd Corp. v. Collins, 46 OSld 3336, 75 OOid 386. &I& 
NE2d 708. 

44. (lB74) The operirtion on 3 nonprofit buig oC a n  apart- 
rrierit building lor low inmrnd t.aants. for whom suppldmantd 
rent payments ura made by an ogan7 of the fadaral pwcrn- 
ment, is nor exclusive!y for charitable purposes within the 
meaning of RC 4 5738.02((8)(12)). where d tenmrs must pay 
at leilbr R pan oC their rent, nnnpaymenr of renr vill res& in 
edction, iind no services other thin chose common to apart- 
nienc buildings gericrdlv arc providtd Cor the tenarits: Quakur 
hprrrtrncntr v. Kosydnr. 36 OSld 20.67 OOld 36.309 NG2d 
&a. 

15. (1973) 5des of live fish to mnimercid fishing lakes iire 
not ewepted from tlic d e s  tu: S w l c m  y .  Kosydar. 36 OS2d 
65. 65 OOld 21s. 3(13 NE2d 869, 

48. (19731 Palletizrrs which place cases on p d e t r  irnd un-  
bound pallets, are not "pdcloges' or "machinev, equipment* 
aid rnntcrid for usu in pnckiirg turigiblc parxond properry 

rodwed Cor d e ,  or gold at retail" within the meaning oC RC $ 5739.02(B)(15), llnd thcrcfom we riot excepted frurn sdex 
mnd iiJe tue!: Ciistoin Beverage Packers v. Kosydu, O W  
68. 6?. OO?d 417,194 NEDd 6iL 

47. (1973 In order to obtain M arornptian from the d e s  
t u  n l  RC 4 5i39.02 by reson of HC j 5739.01(5). A cliinaiii 
rriust shuw tliirt he thing for wllich th5 exceptloll is sought ir 
ul "adjunct," used in production to mmpletc 3 prodim at 
rhe m n e  locnrlnii and ahzr ninaforniarion or conversion liiu 
comrncnnd, nnd. pursuant to RC Q 5739,OL(E1(2). must 3150 

shnw rhar rhc rhing is an ndjiinct tn d i r m  ~ I S A  or cansumptiorb 
in  ruduction fur sale: Cuntori Malleable Iron C O . . ~ .  Por- 
tzr lhd.  30 OSZd 163. 50 OOld 163, 263 NEld 4%. 

48. 1972) Whcro anon-profit religious corporation aMrmi1- 

rively shows thal: 11 atlierwise IM die eseenrid oaributar of 3 
church within the meaning of RC 4 5739.0218)(12)), it may 
not bc denied exempt status Tor !he reasoli tliiit it opcrntcs B 
radio ficility in conjunction with and in furtherance of its 

Icnce, m s the lessee fails to demonsrnre what portion of thvt 
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religloils and charitsble acrititius: SI;iiiiii~c \'ulLy I\rn:idcut- 
ing hsrii, v ,  Porrcrlisld, PD  OS?^ 95, j& OO?d 192. "8 SESd 
56l 

48. ( 1 f l ~ ) ~ h a n  a p a r h n g p u p  isrn risriitial a1-1~1 integral 
prrr of u prolicient upcratiuir of i Irospird. which is uFrt i tcJ  
arcliixi\~elv for chrrirable purposcs u defiiied by HC 4 
5738,0Z(B1( IP), hirilding materials sold tu coiistruction con- 
rmcrors For incupratiori ifit0 thiir gwige, under u construcriori 
contract uith thc hospitd. sre nriiizriiils incarporrtad into lr 

buildinK ~ e d  exclusively fnr chmtublc purposes. and t h ~  are 
arempt from Ohio d e s  and USE taw uirder RC 55 
5739,02(B)(13) ant! 574l..O2(C)E): C a d  Ssniurituir Hospltd 
v. Yortcrt~cld. 28 OSZd 25, 56 OOA 75, 27B NE2d 16. 

SO. ( 1071) The operator ol'n r i h g  academy who buy and 
scl l~  liorsis i d  rvhose primyy functions LVC upcrdtiirg ii riding 
rchool, plld b o d i n g  und t d n i n g  horses owned by othcn. is 
nor engii ed in fuming for sdc ilrid/or renderin farming 5er- 

Inc. v. PaitcrCleld. 18 OS2d 339, 57 0 0 2 d  472, 177 NEld 
4 . 3 .  

51. (1971) The Cerrerol A$$ernbly Iiu prescribed il dc.fiirl. 
6on ol"charituble purpor~s' for the coiins to follow in dc- 
terminiilg exempdon from stute sdzs tuxion;  Ohio Chil- 
drtn's v. Ponefield. 26 OS2d 30. 55 0 0 3 d  17, 26fi 
NELd 565. 

52. (1970) Tlic d e s  t u  i l c ~  by it4 zpecific terms. Imiies an 
excise t~ on eitoli r u t d  lrulz inilde in Ohio, ercludirlg only 
Ihnse ader cxcupted frtim th2 dennltlnn of"retai1 salw" by RC 
Q 5739.0L(E). upd those to wlricli the rm i5 specificdly rnnda 
In3 plicablr by RC 5739.03(B); Howell Air. Lnc. v. Por- 
re ie ld .  22 OS2d 22, 51 OO?d 61, 257 NESd 742. 

53. (1870) The renriil pY'd for usc OF and service reridered 
by clccmonic cquipmeiri insmllsd iipon rhe subrcribca' prcm- 
ises is subjccr tu tlic Ohio sale$ riw irnder the provisions of 
1iC 4 5739.01: Bunkcr-Runic, COQ, v, Porterfield. 21 OS2d 
%3l,50 0 0 2 d  473,257 NE2d 365. 

54. (1970)Wlrere apririrrel~incheon anddinnerclubadopts 
a policy dadding  to all food iind ildiik checks a filteon pcrccnc 
service charge. which is paid to the club und later is paid to 
the person serving the fnad or drink us cwinpznsadon. such 
chnrgc must bz included in rhe total amount of thd sale and 
is subject to the s,iIcr tux levied in RC 5 5739.02: Youngsown 
Club v. Portcrficld. 51 OS?(\ %'I, SO 0 0 ~  19U) 5 5  NEDd 
96'1. 

55. (19691 The "primary UIC" of ili~ i t m  of equipment, for 
the piirpnser or rau'ng, or erccpting from ta. its d e  nr itge 
under RC $4 5 X W 2  and S + l . O l ,  is not to k det2rinined 
solcly froin i meiwre ol the relwive cimc it is u t i l i 4  iii u 
tnxible ond non-tuable cupxi? hiir also from the vdue of its 
direct contrihrition to thc prudrrcr which i s  prrmssed: Ace 
S t e l  Riling, tnc. v. potmfield. 19 OS2d 137. 48 002d 169, 
149 NEld  881, 

66. (1Hfi61 P;rr+yqiIi (H)( 14) of RC 4 5739,03 is ;I constiru. 
rinnnl cxcrcisc or I!IC stutc's poxi'er to t x  and dwpfi not violsic 
h r  riipiwnrcy C I ~ P .  p:mgrnph two ol '~rr ic le \I of  the Clnn. 
rtitritioii nf rhe United Shres: Smith Fircprouhng Co. v. Do- 
nshue. 14 OS2d 168.43 00.d 25H. 237 NE2d 300. 

57. (1968) The term, '-ownershi " IIS used in RC $ S X R . 0 1  
embraccr tlic Iiolding of Izgiil rifi in red pmpemy: Smith 
FirrpmnfinR Co. v. Donhuc.  14 OS4d I@. 43 OO?d L5.59. 

58. ( 1988) The sale of rwe coins at retpil, :ir prices siiIimi~- 
tiiilly abwe par vdire, in t1rl.q gtate is  11 salc of tangiblo persond 

rupcrty t;uhl+ iinrlw AC 4 5739.02. and is  pot u~cludcd 
From tlic oyr.rii~intl of the sirlei t p  stinires by the provision 
or AC 4 5701.03. wliicli defines tiingihle perrond propery; 
l n s m  COT. v. PorrefieM, I4 OS2d 43, 43 OOOd 111. 3 6  
NEPd 535. 

59. (1904) The prorluctlw nT 'm boards cdled linishad 

vices uncf is not  'eiempt frnlii the sahs tu: R mf Fuz Stables. 

237  NE?^ Jon. 

wworl; wtiicli $icrc siiheqwiitly IISPCI by .I printer to create 
3 finishcd roduct coiilcl be rtiisl)i\~\III>* iii\d I i d l i l l ~  found to 
bz perroiurpropery sulijcct to ilic &s ,uid U B C  t w  Cirpyhilra 
COT. v, Tr+. Nil. L 92-23 (6th Dizt.1, 1994 Ohio .+pp, 
IAEXIS 4874. 

60. ( 1991! Thi iliilniil ked wxi a mere bvyoduct produced 
from wutc rcsultiiig hill (Iic &iit inllllng process. Thus tlim 
vacuum sysrern used to tnnsport the wvutz was not used in 
"niaiiufiictudng." To qiialih under the 'packaging* crampdon, 
eqiiipmcnt riiusr be an Integral ptr t  o the actual ackaping 
pr4cess: Mcnncl hlilling CO. v ,  Liinbach, 7.2 Onpp31330. 584 
NEZd 681. 

61. (1880) A party who brings buyers and scUcrs togetliar 
wd pc?rformr certain sedces in connection with a trnnmtion 
iniy be found to be a "wndor' Tor purposes of rhe sd6s t u  
laws: Southern Contnctcrrfi. Inc, v. Limbach, 67 oApp3d 237, 
586 NEPJ 267. 

62. (18Go) Where I room is furnished and equipped by an 
cm loycr for the rima purpose of the consuming theruin 

vendor in conjiincrion therewith. the sale of such food is not 
cxcinpc froin lth under the provision:, of Ohio Consr. Art. XII, 
$ 12. md RC Q 5739.09. and h e  vendor Is llnhle therdor 
iinder RC 5 5739.13: BuddiGs Luricli System, Inc. v, Bawors, 
170 OS 410, 11 OOQd 160, 165 NEZd 821. 
63. (1869) Under RC 4 5709.01,a "sale" occurs when on0 

p c ~ ~ o n  becomes ahlipred under a contncc to pay tho "prlce" 
und airorher becomes obligated IO "transfer rwgible persond 

CS": and b t i m e  or RC 6 5730.01, the Ohio d e s  tru 
!&s and is cuiectible ;LP of the time of such gale regardler;s 
of tht hrne xvhcn the pdce Is icruilly pald or the property 
acmdly transferred: DcVille Photography, Inc. v. Bowbra, 160 
OS 267, H O W  % I ,  159 NESd *3. 

6i. (1955) One cngiigetl in die buslneai or prndiiclng by 
photostuting. Ihc- rinting. Oralliliirg and other r imlhr  pru- 

or Pood'prcparcd P r  or ui sold to its employees at  rerill1 by 

cesres, copies or Lcuinents. druwings. pliotograplphr. 
etc.. the pice thereof chwged to rhe curtamer being 

T dcperidznt on the qlianrlry of c n p h  nrdered and the 
of praxning  uicd in their productlon, Is a vendor, and t e 
purchases ofthc muterids heconwirier und uses in hls buslneas 
are nor subje t  to sale5 and use t ~ w s  under RC Q 5738,05 and 
GC S.36-26 (RC 4 .57di.u21: Ciry tlliie Printing Co. v. 
Bowers. 163 OS 6, S6 00 3, I25 NEZd l H I ,  

65. (1954) Undcr the pravi9iori~ aT CC 0 W6-93 (HC $ 
5739.13). the wndor is  cliargcd with rlre legnl d r i l y  of collecting 
the sales tax imporad bv CC $ 5 5 1 8 2  (RC Q 8739.02), and i s  
made personally liable b r  such amount af such tu ild he Iuils 
to collect; Mannen (Lr Rnrh Ca. v. Peck, 161 OS 153, 53 00 
68. 118 NE2d 131. 

46. (la%) Unhr the irovisinns of CC fi 5546-9n (RC 4 
5739,131. tlic coiisumer ~ecoi i res  pernnnidly liable for thG 
 mount or thc tm on u sale only in cusa such tonminer refuses 
to pay KJ the vendor the t,u imposed hy CC 4 596-2 (RC Q 
5739.09). or, in the c u t  of ii siilc cncmpt l'roirr the ilppllcadon 
o l  rhe tu. rpfiispc ro sign and present to the vendor u proper 
exemption ce~hci i ta .  4>r rigrlr nr pre!senm ra rlie vendor a fdsa 
cemticatc, or rfrrr signing und prcseriting ii pr9 ,er rmifinre 

bc suhjecc to t& ti: hliinritn Pr Rotlr Co. v. Peck, 161 OS 
153,53 00 68, 118 NEZd l k .  

67. (1953) Within the mcuiiiiig of the stututorynndcan!ritu- 
tlond hngiarrgr, siich fmd II nor sold Ibr consumpnon on *the 

remises wvherc sold" when tlie vtnding is fmm hootllg or 
Ey itincrlrnt m-dars to purcliascn. who conwine such food 
wherwor olso they muy wish rBthur than ut the piidciiliir 
points where the sdes were made, end such salos arc not 
t&\ablt: Clcwlund Coriccssion Co. v. Pzck, 158 OS 480, SO 
00 396, I I2 NWtl S i H .  

68. (1933) Undcr thc provisions or Ohio Const. ~ r t .  Xll, 5 

115es the items iirchved in such manner that t \ (I d o  :. would 

8 
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72 1 SALES TAX Q 6739.02 

12. rnd CC \ 5510-2 (RC 5739.02). pnhlllbiliiig tlie Icty or 
air excise nil 11ic PILIL. of Ibod Tor liiiriiaii cwnsuniprinn oCT thc 
preiiriscs whcrc sold, rhe plirfio "prcnrises \&rc sold." LLT 

dsed therein, nieiiirl; h a  limited partioil ofa building, stnicriire, 
crrclosurc. or othcr area in wliicli sdcr or piirchiws of b t I  
Tor human consumptioii we made and whicl\ is in thc m u d  
possessbi or under the a c ~ d  contrul of thc vcndor: Cleveland 
Concession Co. v. Peck. 158 OS 460, 511 00 306, I12 NEOd 
$29. 

60. (1952) Under RC 5 SDa,Q? utd C C  6 5516-26 (HC 0 
574laO2). levying, rerpcively. 5du5 and iise taxes, rhe pre- 
sumption ohrains rhilr every role ar use of tirilgible pcaond 
propeny in this 9tA1c is tunable: N;io'ond Tube Co. v. Clander, 
157 OS 407. 47 00 313, 105 NE2d 6.18. 

70. (1lU8) The sale of PI\ i l r t ic l~ purchased or rised fur a 
purpose other rhnn tht USE or consumptloir rlirestly in the 

roducrioii by prmssinp; of other tangible perrond propem POI- rie is subject airher to tlic sulrr t u  levied under RC $ 
S39.02, or rhe use tw lavied under CC 4 5516-26 (RC $ 
S741.02): P i p r  v. Clander, 149 OS 100,3600 %,7i  N E l d  
714. 

retiail sales tux. uid CC Q 5183 (RC I 5777,38). which (siippla- 
iiieiitrd by HB 196, 1ZU v 1233). Ilw rovided for a rw nn the 
gross receipts of rrtlhry COihpanics. $e atwe hv prP+niptcd 
that field of f:uatloii wliicli incliides inter irliil. receipts by 
uriliry compilnits from nacllrd gu, elecldcily and water sold 
to consumers and local service and tquipiricnt l'urnkhcd to 
telephone subscribon: Lhefnar v. Youngstow. 147 OS 56.33 
00 147,68 NEPd 64. 

78. (1946) Sdes of pxcbged fluid milk by e dniiry throirgli 
vending iiiachines locared in An Industrial plmt over which 
plant or uny pan thered  the wntlor hns and exerclre:: no right 
o f  control. bur has oiily tlie right of inpess  and egess  10 SCMCC 

the vending machines byplocing therein milk 111 contsinua and 
removin tlrerafrom the coin3 lnserttd by purchasers, i re  a l e s  
of road k r  human mnwn tion OK tho premises where sold 

197,67 NE24 RBI.  
73. (1815) A tnuiifer of the title to coiriplctc cycgkres or 

other opticul uccessories rn a patient fur n consideration. by 
one prmicing the limited profairion of oprorneny, constitutcr 
B sale wrhln the mcuning of the sales t u  Ivw (CC 8 5Q6-I 
[RC $ 5739.01] at scq) and I$ r;uirble ut tha bncker rare 
provided For in RC 5138.01; R i h  v ,  Ewn. 1 4  0 5  4&3,30 
00 1%. 58 NEZd Q27 [d jscu~~cd.  39 00 4751. 

74. (1944) A vendor ;Itithized under HC 4 5730.01 to 
prapay sdes rues no hlo retail sales of rangihlr? personal prop- 
erryand t o w l i e  h e  collcctionofsuch taw from tlrccunsumrr 
in  the manner pmvidcd in $ 5.546-3 (RC 4 5734.03), id 
required to pay such taxes A t  tho rates provided in GC $5546- 
2 (RC $5739.(39; Clovclund Concession Co, v. Evan. 143 0 s  

75. (1939) Hevised Code 4 5739.02. i n s d i r  w i t  Ic~IL's ;L 
t u  upoii h e  Siile of candy and cd?ct io l i tv ,  is in conflicr 
with Ohio Const., Arc. XII, 4 10. und is therefore to thnt -tent 
unconsrinrrinnd: Andrtws v. Tax C!nmm., 135 OS 374.14 00 
2.50, 21 NESd 106 [&minp 31 O M  216). 

76. (19W Cornpurer wt'bwc, being intangible propem;, 
is nar siibjeci to tha sales tm impostd by former RC 4 573!4.02, 
or to the usc t u  irnpased by former RC 0; 57tl .O2(Ah CompuS- 
ewe. Inc. v. Iindlcy, 41 OAppod 360. 5-35 N E d  361). 

77. ( I  YW1 Under RC $5739.02. sales are przsunied taxddc 
iinlens p m n  othanvise, and rhc: taxpayer Iru the burden nf 
proof to show thar mnterted lleini hud. in [act, been t r a w  
ferret1 to it5 rnanufacoinng dihision. Such 3 trinder ti> ih 
rrrunufncruring division exempts such itcms from sale4 and usc 
taxes: Timken v. Lindky. 29 oApp3d 181. 20 OBR 011, 50.1 
N E d  455. 

71. (1946) ily vinue of RC 4 5730.02, which 110s lcYied n 

and rua not t a b l e :  C d e  L rry v. Evan, 147 OS 30.33 00 

$51, pa 00 474.56 N E ~ C I  17.1, 

76. 1975) I t  is newssay for 11w mmmirsioner tu prodiicP 
prml'rhar the C I I ~  \vu fur il rcpreseiiiiltiw pcrind, r,rtlier 
i l~in nicrely relying on die pwrimptivc concluslon or RC -j 
5i39.02: Scetcn v. Tiw Conii1risrioriur. 7-f 002d 365 (+p), 

78. (1875) ..iltliough RC 0 5739.02 permits J prrsumptton 
thut dl sales msde in Ohio iire subject tn sales lilt until the 
rnntmry Is estiibll3Ai.d this stutute mwr be rend in mnjiincdon 
with RC 4 5738.10 which permiu iawrirncnr of  the veiidor's 
return 'upon the ba is  ofrest check Ibr tl rcprestvmrbe period: 
Staten v. Tar Cornmissloner. 74 OO?d 365 Ihpp). 

eo. (lQ7R) A h i t  drink editlterited with substncer not 
)resent in the pure juice nf 3 pirRicul;rr fruit or panlculur 
!"its intended to be represented iw the prirnuy ingredient 
or  ingredients of swh d r h k  lr not u rood wirhin the rneming 
of' that term iis w e d  in RC $ 5739.0.1 and is subject to the 
Ohlo mulcli t u :  Bcutnce Foods Co. v. Porrc~cld, 33 O.4ppStl 
K3. 62 OOZd 140, 292 NE2d 661. 

81. (l86Q) Tlro cuuncy use ru a i i t h o h d  ta ba levied by 
AC 4 5741.00.1 m P ~ ~ o ~ h e l e v i e d ~ y u c o u n y i i p o n  thestongc, 
usc or other consumption of tngible persod prapcny if 
the trulaacrion hy wlricli the rlurgible .I propcry \wri 
acquired u w  subjsctcd to the stare s i ~ ~ ~ ~ ~ ~ l k d  by RC 9 
6738.02: OAG No. 60-106. 

85. (1960) The muny sales und use taxes nutlrorized to bc 
levied by RC $0 5i38.02.l and 5741.03,1, rCspcctidy we in 
ddiflnn to thz statrl ides  and u5e rues levied by RC !j 5730.01 
wid 5741.02, raspeco'vely: OAC No, 69-106. 

83. (1956) Sdes of Tmd in employeer in acarele& opcruted 
by a rclaphone compwy are subjc~t to the ap Ilcalion of the 
Ohio sales cas and are not exempted by HC 95788.02(8)(9) 
[now (S)]: 1956 OAG No. 7475 

&L. (19+t) Revised Code $5739.02 hns nn ii plication with 
respect ro school lundrronms operated In accvr!mi rvirh C:C 
$ -MB-6 (RC $ 3313.81): 1944 0.3C No. 6812. 

85. (19431 When a COildumcr purrhaws coid at thb mine 
and piiyg rhe cost of tmsponanon rn his plxc ofmnsumptlon 
2nd the trunsportation t q  h e  IY so puid is not a parr nf the 
pnco p a d  for the cod, 39 defined in C C  $ W6.1 (RC 
5739.011 upnn which the ta Impsad by RC 4 5759.01 is to 
bc computed: 1943 O X  No. 5786. 

AU. (18.13: When il mnsumer piirchuta: cad from a dealer 
or mining company which haq pdd the trunspartsrion tiui and 
hiu added the dmoiint or J U C ~  tu to the charge i n d t  to the 
cowirner, mch chnrgc ih u p m  of the price upon which cha 
sales tw Imposed by RC 4 5739.00 is to Lk computed: IS13 
OAC Nn. 57%. 

8'1. (1838) When D. m Ohio roolliig witnctor .  purcliuer 
;I unit oil burner from hl, an Ohio iiiiriiufurturrr, and D iisea 
fiud unit oil burner in his briainess of Instdlingand laying roofs 
for his customers, rhe purchase of such unit oil burnar is 
eubject rn rhct retall rilles tax ils provided by RC $5739.02 and 
is iiot cxrrnpr from such t u  under any pro~isions or the retail 

RR. (1936) The lurnirhing nf hJd ~ meals by hospitals to 
pilticriu therein for 1 price or co1isidtr;rtion thereror pdd ur 
io be p:ud hy nr on bclidf of such pxienrs, is ;I tluulrlc sale: 
1936 OAC NO. 5726. 

88. ( 19%) Sdes o f w i e r  pipe or sewer pipe by rlre irranuhc- 
mrer to P contrilctor x a  rmble where siicli p i p  is  purchased 
by thc contrxror for use by hiiti in cuqyingaiir a coiitrxtwirh 
o rnunicipiil corporatian for thc construction oftrwtenvork.s or 
wwcr rystem: 19x5 OAC NO, 5053. 

90. (1 035) WIrcra un tldvcrrising ,agency purcliusar clecrro- 
types or mats to be used by a printer in mwuraeruring sonit 
iimclc [or such agency who rhtn Iruamcs the owner o l  the 
nrciclc. the sales rn the agency uru not subjed 10 the tnx; 
howcver. i f  the mIcIe thus manufactured or processed by the 
use or chi .  elcctmtper or mats purchwcd by the pgency i\re 
not when miiniif,wturecl the propcny or the ilgeirey. but I re  

sdus tnx act: 1938 OAG NO. 2-189. 
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the propeny of the c h i t  o f  such qeiicy. such sder i\re r e t d  
sdes arc subject to tha tu: In35 (3AC No. 4.99. 

01. (1935) A iiiotor tririidponutian onilipi\liy is 2 “public 
utility’’ and sides nude Io such company for the purpose on 
it5 p3n u h e  consiii~~cr to use nr consume rhc propeny iold 
to it in the rendition of Its nornid and d i n ?  sr.r=icc as 5 
public uti&. u e  exeiiipt from rh+ jdcs toy: I035 OAC No, 
398% 

6% (1935) nic tu coiirrniszion hu iio diithonry IO differen- 
tiire bewten  sales involving rhe iinmediare t m r k r  of tlie 
p r o r q  sold, imd sales involving a subscyucnt trmsFcr 01 
suc p r o p e q .  IU to their tuxsbility; 1835 OAC No. 3892. 

What o r e  not snler 
83. (1953) The Ohio rubs v u  sbtutc is nor applicable to a 

d e  at public niicrlon of propzrty or rhe eshte by the rnistec 
in B liquidation prwccding, pursuivlt to 1112: urdcr of rhe bik- 
mptcy mun: Iri re Pame Corp., 53 00 467 (Fed). 

84. (le%) Pujmcnr niildc by the federal government pursu- 
ant to Section 1395 er seq.. Title -12. U.S. Code (kladicare), 
iravaluritary syment ofw nhllgiition inciirr~llythcprograrn 
reclpient ,810 not within the tux exem tion (or Tiles “not 

of the United Stares [RC 4 5739.091B)(IO)l;” Akron Holut 
Medlcd Scnicei,  Inc. v. Lindley. 25 OSa3d 107.25 OBR 155, 
445 NEzd -117. 

95. (167.7) Where a leising contrwt prorides dirt liquidated 
damages Ir paid in thu even[ or u breach d w c o l  and ([IC 

property which is tlic subject o f  the lease Is iio longer used 
or avtrilsble Cor uie by the dcfuukine, pimy. the modes paid 
as demeger, ate not incliidtd within the nieming oT’-s&” and 
“sclling,” 1s used in ttC 4 5739.01, iud “price.” ;19 uscd in RC 
Q 5739.02; lrance they arc nor 3iiIJject to the Ohio d e s  u: 
Grabbler Flfg. Co. v. Korydar, 3.5 OS?d 3, 61 OODd 14, 9 8  
NE2d 5Bo. 

86. (18700, S t a n d d  gnuge rails, ties, spikes, swtchc~, pli\cs 
nnd oihar rnilroad wuriliory equipment iised to mnstruct a 
rallro;ld system, which s y n r m  is used hy il steel rnu\ul.Jcturer 
to transfer rwgiblc personnl properry within and Letween I ts 
plants in tlic process o f  production Tor E& by miurmur ing .  
prceessing, wetnlling, or relining, arc trmrponarion cyuip- 
nicnt excepted from silex and use tiiution by kirtut ol’ formzr 
RC 4 5738.02(~)(16) [now (16)) md RC 4 S~~I.OP(C)W. 
wittiout regard to whether thu propen? becomes real propeny: 
Wheeling Stccl Corp. v. Porrsdtld. 24 OSnd a, 53 Q02d 
13, 163 NE2d 3 9 .  

97. (11361) Under RC $ 5738.02 m d  nile 7-1 a l  rhe tu 
commisiioncr ofOhio. the d e s  t u i 5  not wessnble agaliist the 
r*nt& received by a cornpuny under connacrs for lurnishing, 
insdin  I d maintaining c lec t r id  outdoor adwrrising signs 
owned y it and locured on prcmiaer nwied or 1e;lszd by 
the company or Its rustnniim, where h e  company iilonc ia 
rcxponsihle lor chr hmisliing, insrdlotion, miintunancz, in- 
specrim, clcming, pilinting, illurninrrcinn, rcplacinn end re- 
m o d  d i t 5  sips: Fiilcrd S l p i  h Sipa l  Corp. v. Uowwers, 1 2  

88. ~1000) Ttia cremptianr 581 ronh in HC 4 5139.0?(8) 
tu0 exemptions from 1 1 1 ~  stare sides [LUX: those skrtutoy exemp- 
r ims  x u  nor applicable to RC 4 .5738,02.4. (ISM Op. ~ n ‘ y  
Ccn. NO. 81-012, qlhbus, paragraph I, approvcd and ex- 
pandad.): OAC No. 9O-W5. 

BD. (1036) Where under a liccnsc contract or l e s e  provid- 
ing therefor. office equlprncnr is dellvcrcd ro a Iicerucc in rllis 
state urider an agreinenr set out in the instrument wliercby 
the liceiliac is reqiiired to rethin and use siich cquipmenr Tor 
anc ycnr and to puy n srated monthly renhl thcreFor, aad thc 
Licensee Is given rhe privilqe, at his option. or reidiiiiig and 
iisiiig the eqiiipiirtnt thereafter lrom monh to month :I( die 
sume rent;d. thu exercise oc tbis privllngc das not coiistitute 

within the t&ng power of this stat6 UII Y ur the Constiruo‘nn 

f I ?  

as IGI, is oozd 318. 17-t  NE?^ 91. 

u trinsacrion which is rii1,jecL to thc sibs LAX: 1936 OAG No. 
6102. 

100. (1936) Thc runl~liingollulorurory Pquipmcnt VI $tu- 
dents in educitioiinl insritvtiuns and of iriutcriJ4 consumed 
or used In connection rhrrcwirh, do nor nrdiiiarily consritutr 

S ~ C !  of sllcll cquiprnent or uf such miilcnds: 1930 OAG No. 
5716. 

101. ( I~CU) kVt1et-c an eldctrotype is sold to a persan Tor 
thc! pu os0 un the pin uf such persori us the coiisumer to 
uae 9 u X  eicrrotype iii rnmuracrurc or professing of p r i n t 4  
mattcr thrnugli die agency of il printer or publisher employed 
for the pirrposc. such sdc is not a”ntnil d e ’ ’  and i s  not subjecr 
to rhe d e s  tax: 1935 OaC No. 4549 

102. (la%) Sdes of equipment to dv clcuning estuhlisll- 
rnants or to Itrundries, dl of which p r o p q  ir to be used in 
the o eration of dry cltuning or liiundering, a d  sdas ot‘ grain 
thresllng machinzs ta LW used in thrashing p i n .  are exempt 
lrom the d e s  tu.: 1935 OhC No. 41-19. 

ElcrnpUonii, state and governmental agencies 
103. (19961 Revisad Code 4 5739.0118)(16) does nor ex- 

ampt dl preocri tion drugs Am. Cyxndmid Co. v. Trafy. 74 
OSaddM, 659 &Pd 1163; Baehdngcr lngelhcim Phsrinuceii- 
r i d s ,  Itrc. v. T r q  (I%), 74 OS3d 472; 659 NE2d 1567. 

104. (10‘3) The “mittrids sold ro consrrucrion contractors 
mtion into a stmcmre or improvemelit to red prop- 

?z’”.IRpth quillfy for the trcuption provided in RC 4 
5736.02(B)( 13), .arc only those marcrid< which uldrniitaly he- 
come a pm of the corn letcd smrcn~re or improvernest to 
red pro eny which is tRe Abject of the contrilct with tho 

accepted whcn completed by the United k i t e r  governrrianr 
or any of Its agenclzs: the subject ofa contract with an igancy 
OF the United Stated govcmment to build a durn is the perma- 
nent d m  itsclr, nor il cofferdarn which WLS required In the 
course of thc mns~ruction: AI lolinson Conttr. Co. v. Kosydw, 
42 OS2d 99. i l  002d 16, 3 8  NEZd 518, 

105. (1974 The purch;ua und lease of materiiil. e uipmenr 
nnd pans urcd in performingmn~trucrion controcrs ?or public 
urilides ;urd gnvernrnontd stibdivisinnj arc not exempt from 
sdes und use kmtionr Wmtz Constniction (:n, v. Kosydar, 38 
OSld 17. 67 0 0 3 d  346, 313 NEDd 360, 

106. (IS&) Where 2 cvntmctor ii recs with an ngcncy of 
the United Stnros to construct a post a P Fice building speclhcdly 
suited to tho rleedr ul’ such agency. on hod  sold and convayed 
by such agenc). to the contractor, and m l e v e  the Imd and 
buildlng to such agency by long-tarm IeAqe. with renewal Bnd 
purchiue option6 ut  stated rent& and priccs. and 110 provision 
is made for the pyrnent by the agency to the mnrrc tnr  of 
the costs or  conmct price af siicli runsmlcrion. such agency 
is not un “awer”of thc  port o k c  building and srich coiltractor 
is not ontitled to d e 5  and USL‘ tax exzrriptiona Cor building and 
conrcvtchn mirariiils incorporatod chrreiri under rhe provi- 
sions uf RC $ 4  5739.02(8)(14) [nInv (1311 and .5741,02K!): 
Sinih Fireproofirig Co. v .  Donahue. 1.1 OSld la, 43 002d 

107. (1%:) 1)ynnmire used by n cnritractar on a public 
Worksadminlrtmtion proJect is rlorekcnipt from sdcs tax iindar 
RC I 5738.0D(B)( I), whare the contmct provides for segregti- 
tinn ofthe labor md meterlel: Kolill Cn. v .  Evalr. 140 OS 515, 
24 00 530.45 NEQd 509. 

108. (1935) An article purchased by an q e n r  or  the 5d05 
tu department of the Ohio tar cnrninisrion with h r d s  made 
wiilable to him by h a  state o l  Ohio. beclrnt tho propery or 
the state, and the Cdure of the vendor to collect (he. tux and 
~ N I C ~  it stump US not B violitlon of the law sirrco the sale 
wiw to the state and specificidly axumpted under RC 5758.0’2: 
Stire v. RuEaell, 3 00 421 LMCI. 

108. (1971 I Regional Cortncils of Co~k?mmcnti. anthorltzd 

Unitad s tale6 government or m y  of it1 agencies. or which is 

158. UY N W  300. 

I 
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b!* RC (':lieptcr I K , ,  ilrc cxein t lrorn the piiynenr d t i w g  

010. 
110. (1962) A board of tducarinn, piirsuut IO RC 4$ 

-33 13.17 2nd 33 13.36. may ircwpt ii dr.m;itiun oca w n  of money 
the usc nf which is ri.stiicte< LO the purchiisc of ileiirr of 
equipment for inrersclrolsic tcums or groups of $tiidants in 
connection 4111 tho athletic rogr,wi conducted by said hoord 
or cdiicntiori; ~ n d  ilic purciare of such e uipmenr by said 
board of educarroii with the funda 90 donutelare e;ein t from 
sdcs t u  under IlC 5 5738.02(8)II). regardless of the &I that 
wid hiids may h ~ v d  buen given to the bourd or ediicotion for 
t h t  purpose of cawing the cquipmeiit so pitrchilsed ro he so 
ciempt: 1969 OhC No. 32-16. 

r t  authhrity creited liiidur RC! 4 5582.01 
cI srq is n **poli[icrgO subdiwsion"of ' ' the statc within die mcnning 
or RC 4 5739,0YB)(l): l%O OAC. No. 1158. 

112. 11951) Sales of tvlgible porsand propody tn rzdcral 
credit unions are not subjecr to Ohio sales tu: 1'357 0,4C No. 
31i. 

113. (10.111 By the tiiactmenc or HR 6687 by the 7fitlr 
Conger9 (Oct. 9, 1410), tho fedenl ovomment hns not con- 
renred to the 1-y or collectioii of s $ ~  md usu tvrer from or 
ag3inst itsclf or it$ insrrumentditiez, except in cases where 
sales are made by iu insmruinanulitizr to r s o n ~  utlicr than 

No. XI62. 
114. (1939) R s t d  sdas mudo in this state to ferlcnd savings 

and lorn usocintionr and to buildlng wd  loin a r r a i d a n s ,  
savings banks and orlrer like institutions which mu menrbrs  
of 3 fzded home loan bonk, are subject [o tlia sales 14: 1939 
OAC No. 306. 

115. (1938) National banks m d  fedcrd lrvld birnks are ~ o v -  
mimonrd agcncies and in subject to state riuatiun only 111 

tlrc manner provided by U.S. Code. Titlc 12, 
0 5 1 R  iind for this remon HC 0 5730.U2 docs not :>pply to 

d e s  orrumicure. equipment and supplies tn such banks: 1839 
OAC Nos,176. 177. 

116. (1936) SJcs of meretiills made IO a b u d  of education 
far the construction of a studium are txcrnpt from h e  salcs 
tax althnrrgh a 1.m or ?l ,ol the inonays used by the h r d  in 
purchacing suc niutandq werc pud into thr r remuv of' the 
sclrool disrricr on volrintnry subscoptons lor this purpose: IN6 
OAC No. 5751. 

117. (19.W Sales of pipe by the mmurnchver to a contnc- 
tor for resale bv him, for ure by the municlpdity in rhe con- 
srniction of R projcded improwmenr by thu irae of labur and 
sanicea rendured by employees of the manlcipulicy, are not 
subject to the sdtn tu: 1835 OAC No. S053. 

118. (1935) Where il b o d  of zducarion ~iukcs direct &r 
of rzrtboob or any other b o k .  to its pupils. at a pncc no1 
io  cxceed ihc colt price plus a ten percent markip. the hard 
I S  nor re uircd to be Ifrrnrcd Y a vendor md tullr-ct che S&S 

r u  if ili 2ict the prrrporc of th2 hard  in mlrhng up thz price 
is ntw to make 2 prolit: 193% 0.4'2 No. .I61 3, 

11% (1935) Thc state nf Ohio is rhe "f~nsurner" ol g d d  
piirclilrscd hy I I I C  superinrcirdcnt of biriks for use iii the liqui- 
dation of a p d c u l a r  bulk. Jthough thc piirthue ptice is p ~ d  
from thu =sets ol thc pimlcular bank, under C;C Q 710.97 
(RC 4 I 1  1.7.17 [now RC 4 1113.11]). and therclore SIJCIJ d e s  
ure not tarable: 1935 OAC No. Qllt. 

tinder rlre srrles tu provisioiu o P RC $ 5739.02: O A C .  No. 71. 

11 1. (1960) A 

tlrosc therein defined as authorized purc p ucrb ' .: 1911 DAG 

Cnsuul snles 
120. (1970) AI) auctioneer who eflects il transfer or title or 

posse~inn.  or borh, or rugible p o n d  p r o p e q ,  is n vendor 
within the meaning of HC Q 5739.0 t(C). cvcn thnugh I r t  d w s  
iiot ac tudy  tnnsfcr tide co or possezsion of t l i a  property. 
Since appcllant did iiot acquire die propcny "Tor his uwn iise" 
ill this state, [Ire sdcr u e  nor "CILFUJ," and I ~ c  cannor wirlidly 

cluim exemption undcr RC 4 5739.02(8)(8): Oberlmder v, 
P~rtcrlicld, 2.9 OSld 171. 57 002d  406. P7'i NEZd 196. 

121, (196H) Tlw ndnhining and servicing of the equip- 
iticnt, inchitliiig rhe furnish in^ oTrcplucemriic pms aiid lubor, 
x ;I ked charge OC hvsiiry cdnts pr iiiile, is a t ~ n r ~ c t l o n  
wllich is not tunuble iu il sdc under the prwlsiona of RC 4 4  
55%01(8) and 5738.05: Matarinl Contructoq Inc. v. Do- 
nahue, 1-i OSM IR, 43 002d IO, 23.5 NEld 53. 

12% (le361 A d e  of three auiomobiles Over a period or 
s h  months by B enun who mnducrs a gisolinc service studon 

but who is not en dged in the business of selling oiitamobdas, 
i re  casual and i s c f k d  snlos within the memine or the nct and 
arc exempted from the sdes tu: C m i c o m  v. Tar Comrn,. 5 
00 348 (CP). 

123. (1964) The Clark ofmiins of each county musr collcrct 
the xalzs tax on all sales of mator vehicles made by trustees 
in bankruptcy p u r n m r  to RC 5 4S05.06: OAC No. 61)-O.S. 

1". (1944 Refail sales or dra storage or  use of timsiible 
pc.riorial propmy in this stute are not within the pivisions 
or the Ohlo d a 5  rat liw or the Ohia ure t u  law when tho 
mmurner is a h e l p  nation: 1W OAC No. 7351. 

1%. (lW1) The retil sales of d m g e d  automobiler by par- 
suns engugcd in tlic business of dism.y\tling, sdvagliig, and 
rebuilhnR motor wehicks are nor subject to [he salcs tax ley 
if such ruler are mud or Isoliltcd: 1911 OAC No. 4486. 

1'26. (lKit3) Even thaugh a - w u d  and Isoktcd' a& IS in 
open competirion with ocher nonexempt vendon, such d e  ir 
nevmtholess exempt so long as it is cuud nnd isolated. mnd 
regirdlers ofwhutheror not it is mnrrumrnited on the prernisas 
uf the vendor: ILL38 OAC No, 3465. 

127. (LW) When a religious or chMr3ble orgwizAon 
erigugez in the condnuous selling of meals day d t e t  day, such 
ides  are not exempt 1s being cesual and isolated wthin the 
nwiiriing or RC g 5738.02 par. (7) [now (B)(1811: 1938 OAC 
No. 3465. 

128. 11936) SJcs of rood and of other arricles of tangible 
pdrsond propany hy Iirdies' aid swratiea and by other siniilar 
organlz;rtions afllliutcd wit11 churches and church work ye 
riswdly canid und arrffcianrly isolated as to rime and chanctar 
to cnmc within the cxempdon wirh respct  LO cuui und isn- 
lilted sales; 1936 QAC No. 5756. 

aiid holds a wen B or's licenso Tor the sda o l  tires imdumessnries. 

Interstate commerce 
1%. ()RBI) Vessel used solely to ferry not-of-stete g d  

from il t m r f e r  bcilily in Ohio to their final desrlnution in 
Ohio is enpgcd in inrentate coniincrce Anierican Sreamrhip 
Co. v .  Limbach. 61 OSa 2.57'2 SE2J 629. 

130. (1955) In the enactiirerit of flC 4 5739.Q the general 
iuscmbly intended only to emxpr d a s  wirhin rhc state of fual 
Tor vesscls. erc., which are u r d  or to be used principally in the 
rrmiporrarion of pnoia or property in internratc or rorelgn 
commercc: L. A. \VzUs Cansrr. Ca. v. Bok~rr.  I&+ OS 353. 
56 00 14;. 130 NEZd sal, 

131. ( lQ4R) The stiltc ol Ohio Iiu power IU impose two5 
on the salc and usz olm&. t d e r s ,  riles and am consumed 
in mnnecrlon with their operition and ustl by c i d e r s  iq 
intersriltc coninrercr: Midwcsr Haiden. Inc. v. Clunder, 150 

130. (19-KI) Cenerdly. where h sale involuci d e l i v q  of 
merchandise to a dustinadon outside state where sald, 3 sales 
tax by suclr state may nor be iipplicd; ho*evcr. ras may bo 
ipplled to rdss made nn ardon accepted within but rccoived 
from prirclr;lrcrs rerldhig withont tluing stare by a.ollar mdn-  
taining place of business within tsiiig state, provided delivery 
is rnilde, nor tn iritcrst3ts carrizr Tor tmnspurtatian beyond 
stnte, hiit ta purchaser who comes within stare ro claso mansac- 
rioii and accept dclivery: Trolwmd Triiilen. Inc. v. h t t ,  140 

os 402, .?e 00 SI. 83  NE?^ 50. 
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[& 5739.02.1] 4 5739.021. hVy or 
ndditional d e s  tor by county; resolution; rcferen- 
durn; reduction. 

(A )  For the urpose of providing arlditional generol 
reveniws lor t R e C O U I I ~  or supponing criminal and 
administrative justice services i n  the county, or hoth, 
and to pay tlte experiscs OCedrninistering such l e y ,  any 
counry may l ey  a tax ai the rate of nor more than one 
per cent at any multiple oc one-fourth of oric per cent 
u ai1 every retail sale rirade in the county, except sales 

pursuant to Chapter lS4S. or the Revised Code and 
slrles of motor vehicles. and may iricrenst ttir rilte of 
an existing t u  to not more rhilri one pcr cent at any 
multiple o l  one-fourth of o w  per cent. 
The tax shdl be levied snd the rite incrcued pursu- 

ant to a resolution ol  thc c o w y  comlrrissiontn. The 
resoluciarr shdl statc the purpose lor whicll the tar is 
to be lcvied and the number af years for which the tu 
is ro be levied. or that it is for a continuing period O C  
t i i ~  I f  the 12 is to 1)c levied for the pirrpose afprorid- 
ing additionid general revcnues and for tlie purpose af 
supportiiig crimind and adrninistrutive justice services. 
the rcsolutiori shdl state the rute or anlount of the w 
to be apprtioncd to each such purport. The rdte or 
aniount may be different far e i d l  y w  the tu is to be 
levied, but the Kites or amounts xtuillly apportioned 
eich year s h d  not be diffcrent from that stated in the 
resolution Tor that yarr. A ccrtified c ~ p y  of the rerolu- 
rioii slrd be dclivercd to t h t  t u  coirirnissioiicr eitlicr 
persondly or by cwifted mail not luter tharl the sixtieth 
clay prior to tlw date on 4iiclr the i s  is io heconit! 
effectice. Prior (0 the adopion of i\lIy resolwon under 
tliis section. the bourd ok caunry commissioners shdl 
conduct two public heurings 011 the rtsolu~iori, the sec- 
orid hearing to Be not Its.5 than three iirlr iiiorc tIia11 
~ C T I  &ys after the first. Notice of tlie dacc, timc:, and 
place nT the hearings xhdl be given by publicstion in a 
newspaper of general circulation in tllu cau~ity once ;L 

week on the same day or the week for t\vu consccutive 
woekr. the second publication beilig not less thari ten 
nor more than thirty days prior to tbc first hcaring. If 
a petition Tor a referendim is f i l d  pursuant to scctions 

0 1 watercraft and nutboard motors required to be titled 

305.31 to 305.41 of the Rc\,isi!il Code. the c~iiinty a i d -  
tor with whoin the pi-~it icii i  \KIS filed shdl. \vitliiii Iirfe 
days, ibotifiv the ho:rrd 0 1  cuurih comrriissioners ~trld rlic. 
tu coiniiiiisioner of dit. filing ol'tlie petition by cerfitlei) 
iiuil. If the t m r d  0 1  elcctions %\it11 which tIie petitioii 
was filed declares the petitio11 invidid, the board of 
elections. withiii five days, shill iiotify die b u r d  of 
councy comrnissioncrs and the t u  coinmissinner a( tlitlt 
declaration by cenified mail. I C  the board of electioiis 
declares the pctition ta tw invalid, the effective date or 
the tiu or increased rete of t u  levied by this section sliiiJl 
be the first day ol thc! month following the expiration nf 
diirty days from the date the petition WY declared 
invdid by the board of tlcctions. 

(B) (1 )  A resolution levying or iiicreasing the r m  of 
B sales ray pimuant to this section shdl ticcome affective 
on the first day of the month specified in tho resolution 
but not earlicr than tlic first day ar the month following 
the erpiration ofjiny days horn the date of its adoptinn, 
subject to B rcferendum u provided i i i  sections 305.31 
to 305.41 of the Revised Code. uiilcss the resolution is 
adopted u an emergency measure newssnry for the 
imnlcdiate reservation of the pirhlic eace, health, DY 

day of the month following dic expirlrtion of thirty days 
fmm the date of notice by the board orcollnty commb- 
sioners to the t u  commissioner of its adoptioll. The 
emergency measure shall receive an affirniative vote or 
all of the members of the board of countycomrnissian- 
en and shdl state the reuons for 5 ~ c h  nccessiry. 

(?)(a) A resolution that is nor adopted as nn emer- 
gency measure may direct the board nf elections LO 

submit the. question of I q i n g  the FAX or brcreashg the 
rats of tu to the elcctors or the county at B special 
election held on the date specified by the board of 
county mmnissioners in the resolution, rovided that 
the election cccur5 not less than stvenry- P we days after 
a certified copy o l  such rtsolutian is transmitiad to 
the board of eleccionr and the election is imt held in 
Febnrary or August of any year. Upoir transmission of 
the resolution to the board orclections. the board of 
county commissioners shdl notify the tm commissioner 
in writiiag of the levy question to be submitted io the 
electors. N O  resolutiori adopted under division (B)(Z)(a) 
of this section s h d  go into effect unless apprnvcd by 
a majority of those voting upon it and not until the first 
day of the month following the expintion of t h i q  days 
from the dote of notice to tlw tw  cc~mmissioner y the 
board of elcctions of tlic afliririiitive viite. 

(b) .4 resolution that is adopted a an erliergency iiietl- 
sire slid1 go inlo dfecr as provided in division (BI(1) 
of this section but may direct tht board of electinns to 
submit ~ h c  question of reprding tlir tax or increme in 
the rate of  the tax to the elzctors of the county P t  the 
next general elccrion in the county accurriirg not Ius5 
thin sevenry-five days dtcr a c e d e d  copy oltlie resaki- 
tion is trsnsnilttcd to the h a r d  ofclcctinns. Upon trans- 
missiorr of the rcsolution to the hoard of clections, the 
board of county commissiaiiers shall not$ the tu com- 
missioner inwriting of theleby qiiestion to besubmitted 
to thd electors- The bdlot question shdl he tlic s;ame 
as that prescribed in section 5731),03.' [wJQ.~?.?] nf 

safety. in w P iich case it slid1 go into e P k c t  on the first 

I 
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PSC Data Request Set 3 
Question No.9 

Respondent: S .  M. Katko 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 9 

Refer to the response to item 11 of the Commission's Order of July 30, 1999, which 
shows Columbia's equity returns for the past five calendar years and the impacts of using non- 
traditional revenue sources to enhance those returns. 

a. Part b of the response indicates that for 1998 off-system sales and state income tax 
benefits had a $3.3 million impact on net income. In response to item 1 1 of the 
Commission's Order of July 2, 1999, Columbia separately identified the net 
income impacts of these non-traditional revenue sources to be $2.2 million from 
the tax savings and $1.8 million from the off-system sales for a total of $4.0 
million. Provide an explanation and reconciliation of the $4.0 million identified 
in the earlier response and the $3.3 million impact identified in the response to the 
Order of July 30, 1999. 

b. For the 1998, provide a breakdown that identifies separately the impact on both 
net income and the percentage return on equity of the tax savings and the off- 
system sales. 

Response: 

a. The $1.8 million attributable to off-system sales referred to in the response to Item 1 1 of 
the Commission's Order of July 2, 1999 is the pre-tax amount. The impact on net income 
is actually $1.1 million. Therefore, the response should have indicated a total impact on 
net income of $3.3 million. 

b. Description Effect on Net Income ($000) Effect on Return on Equity 
Off-system sales 1,056 1.5% 

State income tax due 
to consolidated net 
operating loss 2,257 3.2% 
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PSC Data Request Set 3 
Question No. 10 

Respondent: Scott D. Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 10 

Refer to the response to item 15 (b) of the Commission's July 30, 1999 Order. Is 
Columbia proposing to fix the benchmark only for the initial three-year period of the small 
volume transportation program, and then reset it once the more recent historical experience has 
become more relevant? 

Response: 

No, Columbia is proposing to reestablish the capacity release benchmark at the time small 
volume transportation customers begin transporting gas under the program proposed herein. 
Once so established, Columbia proposes that the capacity release benchmark remain fixed 
through October 3 1 , 2004. 



PSC Data Request Set 3 
Question No. 1 1 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 11 

Refer to the response to item 19(a) of the Commission's Order of July 30, 1999. The 
information requested was not supplied. Provide the information as originally requested. At the 
time the Commission was considering the proposed settlement in Case No. 94-1 79,' what 
information was provided by Columbia to demonstrate that the rates were cost-justified? 

Response: 

Columbia maintains its position that, as the Commission approved Columbia's rates as 
fair, just and reasonable in Case No. 94-179, and that there is no basis on which to justify 
differing rates for small volume transportation customers and sales customers, its delivery rates 
for small volume transportation customers under the proposed program are also fair, just and 
reasonable. All information filed as part of Case No. 94- 179 is a matter of public record and is 
on file at the Commission. 

' Case No. 94-179, Notice of Adjustment of Rates of Columbia Gas of Kentucky, Inc., On and After July 1, 1994. 
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PSC Data Request Set 3 
Question No. 12 

Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 12 

Provide a copy of the filing made by Columbia Gas of Pennsylvania pursuant to the July 
16, 1999 Order of the Pennsylvania Public Utility Commission in Docket No. M-00991249. To 
the extent that this filing specifically addresses that Commission’s requirements to demonstrate 
that sample tariffs do not allow cost shifts; and to set forth the basis in incremental costs of any 
proposed billing charge to alternate natural gas suppliers, explain why Columbia has been unable 
to provide similar information to this Commission. 

Response: 

Columbia Gas of Kentucky did not possess a copy of Columbia Gas of Pennsylvania’s 
August 2, 1999 filing nor was it aware of the details of the proposed Columbia Gas of 
Pennsylvania program until this question was posed. Columbia Gas of Kentucky obtained a copy 
of the filing through the Pennsylvania Public Utility Commission’s web site at 
htt p://puc. paon li ne.coin/~as/comDet i t i on/Gas Rest mctmi nr? I3 1 i n ~ s .  ht m .As this filing is 43 8 pages 
long, Columbia has not included a copy with this response, but instead refers the Commission to 
the same web site. In addition, please find the attached report for Columbia Gas of Kentucky’s 
proposed program that was modeled after the Columbia Gas of Pennsylvania report referenced in 
the question. 
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PSC Data Request Set 3 
Question No. 13 

Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 13 

Provide a proposed billing format for retail gas customers who choose an alternate gas 
supplier. 

Response: 

See attached. 



COlumk8a Gas- 0 

Pcease return this portion wim your payment payable to Columbia &S- 
If paying in pmn, please brin~ entire bill with you. 

$15.67 Amount Duo 

, 

Gas Suppller Messages : 
As a pnnioipsnl d the Columbla Gas Customer CHOICE Program, your gds is bslng supplied by "Merltelefs 
Nme". This blll refleas Columbia Gas charges lor service and dellvery ol the gua and pur  euppller'6 charpee 
lor 089 6upDly. For qussrlons abam your gas supply chafgs. please a n l a 3  'Marketer's Name" 81 l-BO@xXX-xpI 

*- Currem tilling charges include: 
"Marketers Name'gm supply cosm of $5.53 1 rhe \he rale of 8 .25  wr MCf 

i o . o ~ i o o ~  Pape 1 of 1 

08U I .  



PSC Data Request Set 3 
Question No. 14 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 14 

According to Columbia's Program Description included its Application, an education plan 
and materials will be developed prior to the start of the moratorium so as to be available at the 
outset. 

a. What is the status of the development of these materials? 

b. Is Columbia developing the plan and materials, or are they being developed by a 
public relations consultant? 

c. Provide any details currently available concerning the content of the plan and 
materials. If no details are available or if these times are not currently under 
development, what is the proposed timetable for their development. 

Response: 

a. Columbia has not yet begun the development of its customer education materials. 

b. Columbia will work closely with a public relations consultant to develop the materials. 
The consultant will provide advice regarding media placement and make 
recommendations for the type of materials to be developed, the frequency of the 
placement of those materials, and the design of those materials to help ensure the most 
effective customer education campaign possible. 

c. Columbia anticipates developing these materials after the Commission has issued an 
Order on the proposed program. 



PSC Data Request Set 3 
Question No. 15 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 15 

Refer to Columbia's response to item 22 of the Commission's Order of July 30, 1999. 
Columbia states that services such as distribution are not taxable under the Kentucky 
Constitution and, therefore, Columbia may not collect gross receipt taxes and sales taxes on the 
distribution service. 

a. Explain why Columbia believes it will be able to collect gross receipts and sales 
taxes from small volume transportation program customers when it cannot do so 
from other transportation customers. 

b. If Columbia is unable to collect and remit gross receipts and sales taxes from 
customers receiving service under the small volume transportation program tariff, 
will Columbia's delivered cost of providing gas to sales customers be higher by 
the amount of tax collected from those customers? Fully explain your response. 

c. If Columbia is unable to collect and remit gross receipts and sales taxes from 
customers receiving service under the small volume transportation program tariff, 
has Columbia examined and discussed with school officials the impact this could 
have on the budgets of affected school districts? Fully explain your response, and 
provide copies of any correspondence or minutes from meetings with school 
districts or government agencies regarding the proposed tariff. 

Response: 

a. As explained in the response to Item 3 1 (b) in the Commission's Order of July 30, 1999, 
Columbia is not sure whether it should continue collecting gross receipts and sales taxes 
from small volume transportation customers. Columbia has requested an opinion from 
the Kentucky Revenue Cabinet in this matter. 

b. If Columbia is unable to collect and remit gross receipts and sales taxes from small 
volume transportation customers, Columbia will continue to collect and remit gross 
receipts taxes and sales taxes from Columbia's sales customers. 
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c. Columbia has not met with school officials regarding the proposed program. Columbia, 
however, is extremely sympathetic to this issue. In fact, Columbia participated in the 
drafting of the legislation introduced during the 1998 General Assembly Session 
regarding natural gas unbundling. One of the major reasons for introducing this 
legislation was to attempt to resolve this situation. Unfortunately, that legislation did not 
pass. In addition, Columbia has been an active member of the Energy Advisory 
Committee established by the Utility Tax Policy Task Force. As part of this advisory 
committee, Columbia has repeatedly made the case for a resolution to these issues. 
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PSC Data Request Set 3 
Question No. 16 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 16 

Refer to Columbia's response to item 3 1 (b) of the Commission's Order of July 30, 1999. 
Has Columbia sought an opinion from the Kentucky Revenue Cabinet ("KRC") regarding its 
ability to collect and remit gross receipts and sales taxes? If yes, has the KRC rendered an 
opinion? Provide copies of all correspondence exchanged with the KRC on this issue. 

Response: 

Columbia has met with officials from the Kentucky Revenue Cabinet to request an 
opinion regarding its ability to collect and remit gross receipts and sales taxes under the proposed 
small volume transportation program. The correspondence from Columbia to the Revenue 
Cabinet is attached. 



September 2, 1999 

Ms. Dana Mayton 
Commissioner of Law 
Kentucky Revenue Cabinet 
200 Fair Oaks Lane 
Frankfort, KY 40602 

Re: Utility Taxes 

Dear Commissioner Mayton: 

Columbia Gas of Kentucky, Inc. has proposed a new, innovative program that may affect the way 
that certain utility byes are collected. Columbia has developed and proposed to the Kentucky 
Public Service Commission a program that will allow its customers to purchase gas from a 
supplier other than Columbia. Columbia will still deliver the natural gas to each customer’s home 
or business under the program called Customer CHOICE. The purpose of this letter is to request 
an opinion regarding the applicability of various taxes from the Revenue Cabinet under this 
program. 

For almost twenty years, Columbia and other Kentucky natural gas distribution companies have 
transported gas for our largest customers. That is, the customer purchased their natural gas from 
a third-party marketer or supplier while Columbia continued to deliver the gas to the customer’s 
business. Columbia, however, does not ever take title to the gas in such an arrangement. The 
proposed program before the Public Service Commission is simply an extension of this 
arrangement that will be offered to all of its customers, including small commercial and 
residential customers. 

Currently, Columbia collects Gross Receipts License Tax for Schools, as imposed by KRS 
160.613, et. seq., on residential and small commercial accounts and Sales and Use Taxes, 
pursuant to KRS Chapter 139, on small commercial accounts. Columbia does not collect Gross 
Receipts License Tax for Schools or Sales and Use Taxes on large volume transportation service 
customers. These customers receive a bill from their marketer or supplier for the commodity of 
natural gas and a separate bill from Columbia for the transportation or delivery of gas to their 
facility. As the sale of the commodity and the transportation service is separated, Columbia does 
not levy either Gross Receipts or Sales tax on these customers as services are non-taxable under 
the Kentucky Constitution. As I’m sure you are aware, Columbia does not collect sales tax on 
residential customers as KRS Chapter 139 specifically exempts the sale of fuel for heating, water 
heating, cooking and other residential uses. 

Under Columbia‘s proposed Customer Choice program, all customers would be afforded the 
opportunity to purchase their natural gas from marketers. Although the program proposes that 
Columbia still bill customers whether they purchase their gas from Columbia or a marketer, 
Columbia will still never take title to gas purchased by a customer from a marketer. Columbia 
will still deliver the gas to each customer’s home or business and charge a delivery charge for that 
service. 
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Although some recommendations have been made by the Energy Advisory Committee to the 
Utility Tax Policy Task Force established by the 1998 General Assembly regarding these taxes in 
a competitive marketplace, Columbia requests an opinion from the Revenue Cabinet on the 
applicability of Gross Receipts taxes and Sales taxes under its proposed Customer CHOICE 
program should these recommendations not be accepted by the task force and not be adopted by 
the 2000 General Assembly. Please find enclosed a copy of Columbia’s full filing with the 
Public Service Commission as well as written testimony, data requests from the Commission and 
Columbia’s responses to the data requests. Thank you very much for your consideration. 

Sincerely, 

Stephen R. Byars 

Enclosures 

C: Smitty Taylor w/out enclosures 



PSC Data Request Set 3 
Question No. 17 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 17 

If the KRC determines that Columbia cannot collect and remit gross receipt and sales 
taxes on small volume transportation program volumes, should the Commission declare 
marketers to be utilities so that they are subject to the same taxes as the incumbent utility? Fully 
explain you response. 

Response: 

Columbia and the Collaborative designed the proposed program so that marketers would 
participate and so that customers would be compelled to educate themselves about the options 
and choose an alternate supplier if they wanted. Columbia believes quite strongly that, while a 
well-intentioned gesture, declaring the marketers to be utilities would discourage them from 
participating in the program, effectively killing the program before it started. As the Commission 
is aware, the tax problem relating to transportation has existed for almost twenty years. In fact, 
the volumes being transported under Columbia’s current gas transportation tariffs far exceed the 
volumes expected to be transported under the proposed program. As a result, the current 
problem is much worse than the incremental problems created by the proposed program. 
Columbia is extremely sympathetic to the tax situation and will continue to work through the 
Energy Advisory Committee of the Utility Tax Policy Task Force and through other avenues to 
educate policy makers about the need for reform of utility taxes. 
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PSC Data Request Set 3 
Question No. 18 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 18 

Refer to Columbia's response to Item 27 of the Commission's Order of July 30, 1999. 
Yes, provide Columbia's opinion regarding the appropriateness of Columbia entering into joint 
purchasing agreements given that Columbia is proposing to open its market to competition from 
marketing companies, both affiliated and non-affiliated. 

Response: 

Columbia's response assumes that this question relates to Columbia Gas of Kentucky 
entering into a joint purchasing agreement with Columbia Energy Services, who is also owned by 
Columbia Energy Group, for natural gas. At this time, Columbia Gas of Kentucky does not 
anticipate such a joint purchasing agreement with Columbia Energy Services, nor does Columbia 
Gas of Kentucky think that it would be appropriate at this time. However, such arrangements are 
as yet untested, and in a competitive commodity market, ultimately may be worthy of 
consideration in the future. 
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PSC Data Request Set 3 
Question No. 19 

Respondent: S. M. Katko 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 19 

Refer to Columbia’s response to item 29 of the Commission’s Order of July 30, 1999. 
What methodology does Columbia employ to allocate costs that it cannot directly assign? 

Response: 

The only instance in which Columbia does not directly assign costs relates to transactions 
with Columbia Service Partners (“CSP”), an affiliated company. Columbia receives periodic 
billing and other inquiries regarding CSP products and services. Columbia customer service 
center representatives track the number of CSP-related contacts by separately identifying them in 
Columbia’s customer database. The customer service center’s average length of call is applied to 
the number of contacts to arrive at the time spent on CSP inquiries. Columbia also tracks any 
additional time dedicated to CSP issues such as billing corrections and other dispute resolution. 
The customer service center’s average wage rate is applied to the total time dedicated to CSP to 
arrive at the amount to be billed. These transactions are minor in nature; Columbia billed CSP 
$260.70 for services provided during the first six months of 1999. 



PSC Dad Request Set 3 
Question No.20 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 20 

Refer to Columbia's response to item 34 of the Commission's Order of July 30, 1999. Is 
Columbia aware that many of the telecommunications companies that are subject to the 
requirements established in Administrative Case Nos. 3592 and 3703 do not own facilities in 
Kentucky (that is, they are not directly connected to customers) and, further, that many of these 
companies did not exist as Kentucky jurisdictional companies at the time the final orders in these 
cases were issued? 

Response: 

No. 

' Administrative Case No. 359, Exemptions for Interexchange Carriers, Long-Distance Reselers, Operator Service 
Providers and Customer-Owned, Coin-Operated Telephone. 

Administrative Case No. 370, Exemptions for Providers of Local Exchange service Other Than Incumbent local 
Exchange service Other Than Incumbent local Exchange Carriers. 
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PSC Data Request Set 3 

Respondent: Kimra H. Cole 
Question No.2 1 I 

I 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED AUGUST 27,1999 

CASE NO. 99-165 

Question No. 21 

Has Pennsylvania’s statutory requirement that the Pennsylvania Public Utility 
Commission license marketers discouraged marketers from participating in Columbia Gas of 
Pennsylvania’s Customer Choice program? 

Response: 

Columbia does not have any information to suggest whether or not Pennsylvania’s 
statutory requirement had any impact on marketers’ decisions to participate in Columbia Gas of 
Pennsylvania’s program. 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Response to Commission's Order 

dated August 27, 1999 was served upon all parties of record by regular U.S. Mail this 10* 

day of September, 1999. 

)&?J&J b. (,W) 
Stephen'B. Seiple 

I V 1 

Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

Hon. Richard S. Taylor 
Attorney at Law 
Capital Link Consultants 
3 15 High Street 
Frankfort, KY 40601 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
2 1 10 CBLD Center 
36 E. Seventh Street 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 

Hon. Ann Louise Cheuvront 
Assistant Attorney General 
Civil & Environmental Division 
Public Service Litigation Branch 
P.O. Box 2000 
Frankfort, KY 40602 

Hon. Anthony G. Martin 
Attorney at Law 
P.O. Box 1812 
Lexington, KY 40593 

Commonwealth Energy Services 
745 West Main - 5* Floor 

Lex-Fayette Urban County Government 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

Louisville, KY 40202 
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FSG Energy Services 
6797 North High Street 
Suite 3 14 
Worthington, OH 43085 

Hon. Douglas M. Brooks 
Louisville Gas & Electric Co. 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 

Mr. Jack Burch 
Community Action Council for Lexington- 
Fayette, Bourbon, Harrison & Nicholas 
Counties 
P.O. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Hon. John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite #110 
Cincinnati, OH 45202 



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 

August 27, 1999 

To: All parties of record 

RE: Case No. 99-165 

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

the above case. 

Sincerely, 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Stephen E. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc 
200 Civic Center Drive 
P. 0. Box 117 
Columbus, OH 43216 0117 

Honorable Richard S. Taylor 
Attorney at Law 
Capital Link Consultants 
315 High Street 
Frankfort, KY 40601 

Honorable David F. Boehm 
Attorney at Law 
Boehm, Kurtz & Lowry 
3110 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Mr. Edward W. Gardner 
Lex-Fayette Urban County Government 
200 East Main Street 
Lexington, KY 40507 

Commonwealth Energy Services 
745 West Main - 5th Floor 
Louisville, KY 40202 

FSG Energy Services 
6797 North High Street 
Suite 314 
Worthington, OH 43085 

0 Honorable Anthony G. Martin 
Attorney at Law 
P. 0. Box 1812 
Lexington, KY 40593 

Mr. Jack Burch 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison 
& Nicholas Counties 
P. 0. Box 11610 
892 Georgetown Street 
Lexington, KY 40576 

Richard S. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512 4241 

Honorable Douglas M. Brooks 
Counsel for LG&E Energy Corp. 
Louisville Gas and Electric Company 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 

Hon. John M. Dosker 
In House Counsel 
Stand Energy Corporation 
1077 Celestial Street 
Suite #I10 
Cincinnati, OH 45202 

Hon. Edward W. Gardner 
Director of Litigation 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

THE TARIFF FILING OF COLUMBIA GAS . ) 
OF KENTUCKY, INC. TO IMPLEMENT A 1 
SMALL VOLUME GAS TRANSPORTATION ) 
SERVICE, TO CONTINUE ITS GAS COST ) CASE NO. 99-165 
INCENTIVE MECHANISMS, AND TO 1 

PROGRAM 1 
CONTINUE ITS CUSTOMER ASSISTANCE ) 

O R D E R  

IT IS ORDERED that Columbia Gas of Kentucky, Inc. (“Columbia”) shall file the 

original and 10 copies of the following information with the Commission. Each copy of 

the data requested should be placed in a bound volume with each item tabbed. When a 

response requires multiple pages, each page should be indexed appropriately, for 

example, Item l(a), page 2 of 4. With each response, include the name of the witness 

who will be responsible for responding to questions related thereto. Careful attention 

should be given to copied material to ensure that it is legible. The response to this 

request is due September I O ,  1999. 

1. Refer to Columbia’s response to Item 3(a) of the Commission’s Order of 

July 30, 1999. According to Columbia, the charge would be bundled into the rate the 

marketer charges the customer. Explain how this allows the customer to accurately 

compare the marketer’s true cost of providing natural gas to what the customer would 

incur as a customer of Columbia. 



2. Refer to the response to Item 4 of the Commission’s Order of July 30, 

1999, where the deadband method is referred to as “an effort to avoid devising a 

complicated true-up mechanism.” 

a. Explain why a true-up mechanism would need to be so complicated 

as to cause the Collaborative to avoid it altogether. 

b. Columbia’s Gas Cost Adjustment mechanism contains true-up 

provisions such as Actual Cost and Balancing adjustments. From its perspective, does 

Columbia foresee that a true-up mechanism would be administratively complicated or 

unworkable? 

3. Refer to the response to Item 5 of the Commission’s Order of July 30, 

1999, which discusses the Collaborative’s agreement on the use of the deadband. 

a. The response indicates that percentages other than 10 percent 

were discussed. Describe the nature of the discussions and how it was determined that 

10 percent was reasonable. 

b. Several features of the proposed small volume transportation 

program are patterned after programs offered by other Columbia distribution 

companies. Is the 10 percent deadband patterned after any of the programs presently 

offered by other Columbia distribution companies? 

4. Refer to the response to Item 8 of the Commission’s Order of July 30, 

1999. Are demand charges anticipated to decrease as customers migrate to alternate 

suppliers? 

5. Refer to the response to Item 9(a) of the Commission’s Order of July 30, 

1999. Does this response assume that a surcharge would be charged only to 
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customers taking advantage of the small volume transportation program, or to all 

customers? If the charge were collected on all volumes in the small volume class and 

did not have to be added only to marketer rates, why would Columbia anticipate 

customer confusion? 

6. Define “transparency” as Columbia is using it. Does it mean “easily 

understood and helpful in terms of the clarification it provides as to the actual cost of the 

program,” or does it mean “invisible,” or does it mean something else? 

7. Refer to the response to Item lO(a) of the Commission’s July 30, 1999 

Order. What method of recovery do these two Columbia companies now use? Provide 

a detailed narrative explanation, including the process involved in changing the method 

of recovery and the tariffs and Orders approving these methodologies. 

8. Refer to Columbia’s response to Item 10(b) of the Commission’s July 30, 

1999 Order. How has the program in Ohio been structured to ensure that customers do 

not avoid taxes? Provide copies of all appropriate legislation, orders, and other 

documentation to support your response. 

9. Refer to the response to Item 11 of the Commission’s Order of July 30, 

1999, which shows Columbia’s equity returns for the past five calendar years and the 

impacts of using non-traditional revenue sources to enhance those returns. 

a. Part b of the response indicates that for 1998 off-system sales and 

state income tax benefits had a $3.3 million impact on net income. In response to Item 

11 of the Commission’s Order of July 2, 1999, Columbia separately identified the net 

income impacts of these non-traditional revenue sources to be $2.2 million from the tax 

savings and $1.8 million from the off-system sales for a total of $4.0 million. Provide an 



explanation and reconciliation of the $4.0 million identified in the earlier response and 

the $3.3 million impact identified in the response to the Order of July 30, 1999. 

b. For 1998, provide a breakdown that identifies separately the impact 

on both net income and the percentage return on equity of the tax savings and the off- 

system sales. 

I O .  Refer to the response to Item 15(b) of the Commission’s July 30, 1999 

Order. Is Columbia proposing to fix the benchmark only for the initial three-year period 

of the small volume transportation program, and then reset it once the more recent 

historical experience has become more relevant? 

11. Refer to the response to Item 19(a) of the Commission’s Order of July 30, 

1999. The information requested was not supplied. Provide the information as 

originally requested. At the time the Commission was considering the proposed 

settlement in Case No. 94-179,’ what information was provided by Columbia to 

demonstrate that the rates were cost-justified? 

12. Provide a copy of the filing made by Columbia Gas of Pennsylvania 

pursuant to the July 16, 1999 Order of the Pennsylvania Public Utility Commission in 

Docket No. M-00991249. To the extent that this filing specifically addresses that 

Commission’s requirements to: demonstrate that sample tariffs do now allow cost shifts; 

and to set forth the basis in incremental costs of any proposed billing charge to alternate 

natural gas suppliers, explain why Columbia has been unable to provide similar 

information to this Commission. 

, 

’ Case No. 94-179, Notice of Adjustment of Rates of Columbia Gas of Kentucky, 
Inc., On and After July 1, 1994. 
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13. Provide a proposed billing format for retail gas customers who choose an 

alternate gas supplier. 

14. According to Columbia’s Program Description included in its Application, 

an education plan and materials will be developed prior to the start of the moratorium so 

as to be available at the outset. 

a. 

b. 

What is the status of the development of these materials? 

Is Columbia developing the plan and materials, or are they being 

developed by a public relations consultant? 

c. Provide any details currently available concerning the content of the 

plan and materials. If no details are available or if these items are not currently under 

development, what is the proposed timetable for their development? 

15. Refer to Columbia’s response to Item 22 of the Commission’s Order of 

July 30, 1999. Columbia states that services such as distribution are not taxable under 

the Kentucky Constitution and, therefore, Columbia may not collect gross receipt taxes 

and sales taxes on the distribution service. 

a. Explain why Columbia believes it will be able to collect gross 

receipts and sales taxes from small volume transportation program customers when it 

cannot do so from other transportation customers. 

b. If Columbia is unable to collect and remit gross receipts and sales 

taxes from customers receiving service under the small volume transportation program 

tariff, will Columbia’s delivered cost of providing gas to sales customers be higher by the 

amount of tax collected from those customers? Fully explain your response. 
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c. If Columbia is unable to collect and remit gross receipts and sales 

taxes from customers receiving service under the small volume transportation program 

tariff, has Columbia examined and discussed with school officials the impact this could 

have on the budgets of affected school districts? Fully explain your response, and 

provide copies of any correspondence or minutes from meetings with school districts or 

government agencies regarding the proposed tariff. 

16. Refer to Columbia’s response to Item 31(b) of the Commission’s Order of 

July 30, 1999. Has Columbia sought an opinion from the Kentucky Revenue Cabinet 

(“KRC”) regarding its ability to collect and remit gross receipts and sales taxes? If yes, 

has the KRC rendered an opinion? Provide copies of all correspondence exchanged 

with the KRC on this issue. 

17. If the KRC determines that Columbia cannot collect and remit gross 

receipt and sales taxes on small volume transportation program volumes, should the 

Commission declare marketers to be utilities so that they are subject to the same taxes 

as the incumbent utility? Fully explain your response. 

18. Refer to Columbia’s response to Item 27 of the Commission’s Order of 

July 30, 1999. Yes, provide Columbia’s opinion regarding the appropriateness of 

Columbia entering into joint purchasing agreements given that Columbia is proposing to 

open its market to competition from marketing companies, both affiliated and non- 

affiliated. 

19. Refer to Columbia’s response to Item 29 of the Commission’s Order of 

July 30, 1999. What methodology does Columbia employ to allocate costs that it 

cannot directly assign? 
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20. Refer to Columbia’s response to Item 34 of the Commission’s Order of 

July 30, 1999. Is Columbia aware that many of the telecommunications companies that 

are subject to the requirements established in Administrative Case Nos. 35g2 and 3703 

do not own facilities in Kentucky (that is, they are not directly connected to customers) 

and, further, that many of these companies did not exist as Kentucky jurisdictional 

companies at the time the final orders in these cases were issued? 

21. Has Pennsylvania’s statutory requirement that the Pennsylvania Public 

Utility Commission license marketers discouraged marketers from participating in 
I 

I Columbia Gas of Pennsylvania’s Customer Choice program? 

~ Done at Frankfort, Kentucky, this 27th  day of August, 1999. 

: By the Commission 

ATTEST: 

Administrative Case No. 359, Exemptions for lnterexchange Carriers, Long- 
Distance Resellers, Operator Service Providers and Customer-Owned, Coin-Operated 
Telephones. 

Administrative Case No. 370, Exemptions for Providers of Local Exchange 
I service Other Than Incumbent local Exchange Carriers. 



United &Gas 
~~ ~ 

M A N A G E M E N T  I N C .  

Kentucky Public Service Comhission 
730 Schenkel Lane ‘ . .  

Frankfort, Kentucky 

Attn. Filings and Dockets 
Facsimile (502) 564 3460 

August 23,1999 

Dear Sirs; 

Regarding Case 99- 165, Columbia Gas of Kentucky 

Motion to Intervene 

40602 ’- 06 15 

United Gas Management, Inc.(“United”); by this notice, intends to intervene in the above 
referenced proceeding. In the event that the Kentucky Public Service Commission 
accepts Urhed’s intervention, United intends to follow the proceeding, review the 
evidence of other parties, participate in settlement discussions, and possibly file 
argument. United does not intend to call witnesses or submit evidence, and would only 
intend to make basic data requests. United does not believe that its intervention would in 
any way require altering of any existing schedules. 

. United Gas Management, Inc. is a broker and marketer of energy which operates in four 
states directly and through subsidiaries. United deals exclusively with residential 
customers. United hopes that United’s experience in other regulatory forums will provide 
some benefit to this proceeding. 

Yours truly, 
, /  

Brian A. Dingwall 
Vice President, Regulatory Affairs 
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In the Matter of: 1 
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THE TARIFF FILING OF COLUMBIA GAS OF ) 
) 

VOLUME GAS TRANSPORTATION SERVICE, ) 
TO CONTINUE ITS GAS COST INCENTIVE ) 

KENTUCKY, INC. TO IMPLEMENT A SMALL CASE NO. 99- 165 

MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM 1 

RESPONSES TO COMMISSION’S ORER DATED JULY 30,1999 
ON BEHALF OF 

COLUMBIA GAS OF KENTUCKY, INC. 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
Stanley J. Sagun, Attorney 
Amy L. Koncelik, Attorney 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 43216-01 17 
Telephone: (614) 460-4648 

Email: sseiple@ceg.com 
Fax: (614) 460-6986 

Richard S. Taylor 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 4060 1 
Telephone: (502) 223-8967 
Fax: (502) 226-6383 

August 13,1999 
Attorneys for 
COLUMBIA GAS OF KENTUCKY, INC. 
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PSC Data Request Set 2 
Question No. 1 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 1 

Refer to the Prepared Direct Testimony of Stephen R. Byars at page 3 where the 
establishment of the Columbia Collaborative is discussed. 

a. The Collaborative consists of Columbia and only three other members. Were 
other parties solicited to participate in the Collaborative? If yes, identifjl when these solicitations 
occurred and the parties to whom they were directed. If no, explain why such a relatively small 
group was chosen. 

b. The program is available to IUS customers. Were any members of this customer 
group invited to participate in the Collaborative? 

c. With a maximum annual limit of 25,000 Mcf usage to be eligible for the proposed 
program, commercial customers and smaller industrial customers should qualify. Was any input 
sought from these groups or were any representatives from these groups invited to participate in 
the Collaborative? If no, explain why. 

Response: 

a. The Collaborative consists of Columbia and three other parties but a fourth party, 
FSG Energy Services, while not a formal member of the Collaborative, was consulted several 
times during the development of the proposed program. No other parties were invited to join the 
Collaborative. The group was assembled by inviting stakeholder groups that traditionally have 
been active in Columbia’s cases before the Commission and had an interest in the issues being 
discussed. Columbia believes that the members of the Collaborative ably represent the customer 
groups that will be affected the most by the proposed program. 

b. Columbia has two IUS customers and neither was invited to participate in the 
Collaborative as they historically have not been active in Columbia’s cases before the 
Commission. 



I 

c. No group that represents small commercial customers solely was invited to join 
the Collaborative. A representative of the Kentucky Industrial Utility Consumers was solicited 
for input after the program was largely developed. That representative responded favorably to 
the program but provided no suggestions for improvement. Commercial and industrial 
customers were not invited to join the Collaborative as Columbia believed that most of the issues 
related to program development more directly affected residential customers. 

I 
I 

I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
~I 

PSC Data Request Set 2 
Question No.2 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 2 

Refer to the Prepared Direct Testimony of Kimra H. Cole at page 8 where it states that 
“as long as Columbia remains in the merchant function with a regulated gas commodity rate the 
definition or workable competition is irrelevant.” 

a. Explain whether the phrase “regulated commodity rate” is the critical portion of 
this statement. 

b. Explain whether a competitive marketplace would exist if Columbia were to 
retain its merchant function but did not have a regulated commodity rate. 

Response: 

a. There are really two critical components of this sentence. The first is “Columbia 
remains in the merchant function”. The second is “regulated commodity rate”. As long as 
Columbia is providing an option for gas at a rate being approved by the Kentucky Public Service 
Commission, a benchmark is being established. All third parties must compete against this 
benchmark. This makes the definition of “workable competition” irrelevant. 

b. As long as Columbia is in the merchant function, it will be natural for customers 
and marketers to use our pricing as a basis for comparison. The determination of whether this 
allows a competitive marketplace to exist would be determined by future discussions resulting in 
a definition of “workable competition”. 
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PSC Data Request Set 2 

Question No.3 
Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 3 

Refer to the Prepared Direct Testimony of Kimra H. Cole at page 8 where it states, "The 
revenues generated under this rate schedule will be credited to the Stranded CostiRecovery Pool 
account." 

a. Explain how this proposed tariffed rate differs from a surcharge to recover 
stranded costs associated with the implementation of the small volume.transportation program 
tariff. 
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b. Since Columbia is proposing to use the proceeds collected under the Small 
Volume Aggregation Service tariff to offset stranded costs, is Columbia proposing to terminate 
this tariff once stranded costs have been fully recovered? If not, why not? 

c. Explain why Columbia should continue to collect this charge above any stranded 
costs and retain the first $4 million for return to its shareholders. 

d. Does Columbia believe this type of charge provides the transparency it is seeking 
so that customers can make a clear and understandable choice between a marketer's offer and 
Columbia's sales rate? Fully explain your response. 

Response: 

a. I believe the quote is from page 5 and references Rate Schedule SVAS. It is a rate 
that is charged to the marketer, not directly to the customer. I would expect the charge to be 
included in the rate that the marketer charges the customer. This allows the customer to compare 
their rate from the marketer to Columbia's published rate. This simplifies a comparison for the 
customer. 

b. I would expect this issue to be addressed in a future filing, prior to October 2004. 

C. Columbia will not know the total stranded cost incurred nor the amount in the 
recovery pool until a determination is made concerning the future of our interstate pipeline 
contracts and we gain insight on market participation in our CHOICE program. The $3 million 
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dollar “dead -band” as determined by the Collaborative is to be a reasonable riskheward 
mechanism for Columbia, not a guaranteed revenue opportunity for Columbia’s shareholders. 

d. Yes. Please refer to 3a. 
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PSC Data Request Set 2 
Question No.4 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 4 

Refer to the response to the response to Item 1 of the Commission's Order of July 2, 
1999. It states that it would be unlikely for revenue opportunities to exactly match the stranded 
costs associated with the small volume transportation program; therefore, the "deadband" of $3 
million was adopted rather than devise a method to true-up over- or under-recovered revenues. 
The response also states that the program is designed to have no affect on Columbia's net 
income, but in the highly likely event that there is either an over- or under-recovery of stranded 
costs the program will affect Columbia's net income, up to a maximum of $3 million. Given 
these statements, explain whether the "deadband" approach, as proposed, virtually guarantees 
that Columbia's net income will be affected by the program. 

Response: 

;I 
I 
I 
I 
I 
I 
I 
I 
I 

The program is designed so as not to affect Columbia's net income. The deadband was 
agreed to by Columbia and the Collaborative as an effort to avoid devising a complicated true-up 
mechanism when stranded costs are either under-collected or over-collected. As was stated in 
the response to Item 1 of the Commission's Order of July 2, 1999, if the match of revenue 
opportunities and stranded costs does not occur then the program will affect Columbia's net 
income either negatively or positively, up to a maximum of $3 million. 
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PSC Data Request Set 2 
Question No.5 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 5 

Refer to the response to Item 2 of the Commission's Order of July 2, 1999. Provide an 
explanation for whether there is any particular significance to the 10 percent used to develop the 
$3 million "deadband". Is there any particular merit to the choice of 10 percent as compared to 
either five or 15 percent? 

Response: 

The reason for employing the deadband concept within the financial model is to avoid 
having to implement a true-up mechanism at the end of the program. The Collaborative 
discussed other percentages but determined that 10 percent of the stranded costs, and thus the 
amount of the deadband, was reasonable as the over or under-collected amount is expected to end 
up within that range. Columbia and the Collaborative agreed that the deadband concept is a 
much easier, and equitable, method of dealing with the over or under-collected issue than 
explaining to customers at the end of the program why a true-up is reflected on their bills. 
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PSC Data Request Set 2 
Question No.6 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 6 

Refer to the response to Item 4 of the Commission's Order of July 2, 1999. To the extent 
that GCR calculations currently include credits from capacity release and off system sales, will 
Columbia's proposal cause the GCR rate to remaining customers to increase? 

Response: 

There will not be an increase to the current GCR rate. The future GCR's will not include 
credits for these programs. However, whether future GCR rates will be higher or lower will be 
determined by the other components of the GCR. 
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PSC Data Request Set 2 
Question No.7 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 7 

Refer to the response to Item 5 of the Commission's Order of July 2, 1999. The response 
refers to the benefit to the customer fiom having %e opportunity to choose" another gas 
supplier. Is there some way to quanti@ this benefit? Explain whether it is Columbia's position 
that having "the opportunity to choose" outweighs the loss of the incentive plan credits. 

Response: 

Columbia does not take a position on whether having the opportunity to choose 
outweighs the loss of the incentive plan credits. As evidenced by the participation rates in other 
Customer Choice SM programs around the country, the opportunity to choose an alternative gas 
supplier is attractive to many customers. It is impossible to quantify this benefit, however, as 
each customer makes value judgements based on their own individual circumstances. The 
benefits of a Customer Choice SM program can be numerous. The opportunity to choose an 
alternative supplier combined with the opportunity to save money on their gas bill are benefits 
that each customer must consider when making this choice. During the term of the proposed 
program, however, costs that occur during this transition to Choice SM need to be recovered. 
Columbia and the Collaborative agree that transferring the credits from the GCR rate to the 
Stranded Cost Recovery Pool is the best method because of its transparency to customers. This 
method also removes an artificial reduction to Columbia's gas cost against which marketers 
would have to compete. 
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PSC Data Request Set 2 
Question No.8 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 8 

Refer to the response to Item 6 of the Commission's Order of July 2, 1999 where it states 
that "the Collaborative agreed that it was important for Columbia's sales customers not to pay any 
additional charges for a Choice program." If the Choice program did not exist, sales customers 
would continue to receive incentive plan credits that they won't receive under the proposed 
program. Explain how this result, intended or not, does not cause sales customers to pay more 
under the proposed program than they would pay without the program.. 

Response: 

The question takes part of the response to Item 6 of the Commission's Order of July 2, 
1999 out of context. The response explained why the Collaborative believed that it is appropriate 
and reasonable to fix the expected gas cost determinants in the proposed program. The response 
also explained that if the expected gas cost determinants were not fixed then the result would be 
inflated rates for those customers choosing to continue purchasing their gas from Columbia. 
Those rates would be inflated because the demand charges would be spread over fewer sales 
volumes and, in effect, the sales customers would be paying all of the stranded demand costs. 
The Collaborative agreed that this was important to avoid. Therefore, the proposed program 
does not increase gas costs for sales customers, it simply eliminates the potential for a credit 
against gas costs during the term of the program for sales customers. 
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PSC Data Request Set 2 
Question No.9 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 9 

Refer to the responses to Items 7 and 8 of the Commission’s Orm- of 11y 2, 1999. 

a. Explain in more detail the nature of the transparency problems associated with a 
customer surcharge. Provide examples along with the narrative explanation, if necessary. 

b. 
in detail those companies’ experience, particularly any problems, with the customer surcharge 
approach. 

Two other Columbia distribution companies use a customer surcharge. Describe 

c. Provide the results of any customer surveys or other data indicating that customer 
surcharges are conhsing and prevent clear comparisons between incumbent gas supply prices 
and alternate gas supply prices. 

d. Was transparency of stranded cost recovery a primary issue for Collaborative 
members other than Columbia? 

e. Regarding the Collaborative’s discussion regarding customer surcharges versus 
transparency did the idea of Columbia continuing with its current incentive program and 
remaining sales customers losing their portion of sharing arise? Explain. 

Response: 

a. Simply put, a customer surcharge to recover transition costs makes it more 
difficult for a customer to make a clear comparison between Columbia’s sales rate and a 
marketer’s cost of gas offer. Under the proposed program a customer may make a quick and 
clear comparison without having to determine how a surcharge would affect their calculation of 
savings. For instance, if a customer had to add a monthly surcharge on to a marketer’s offer 
before making a comparison with Columbia’s sales rate then additional confusion would 
inevitably arise. 
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It should be noted that the goal of the Collaborative was to design a program that would 
be attractive to customers. The Collaborative agreed that a surcharge would confuse customers 
and discourage participation. Therefore, the proposed method of the recovery of stranded costs 
was considered to be the best method for Columbia Gas of Kentucky’s customers. 

b. Two other Columbia distribution companies did employ customer surcharge 
methods of recovery but have since gone to a more transparent methodology. The Collaborative 
did not dismiss the use of a surcharge because of the problems experienced by other Columbia 
distribution companies but because they thought it would be inappropriate for use with Columbia 
Gas of Kentucky’s customers. 

c. Columbia Gas of Kentucky is unaware of any such customer surveys. 

d. Yes. The alternative use of a customer surcharge was an issue of concern with each 
Collaborative member. As stated in response to Item 9. A., the Collaborative desired to design a 
program that would succeed. The Collaborative believed that a customer surcharge would 
confuse customers, inhibit participation and thus, create an unsuccessful program. 

e. Yes, this issue was discussed. If the incentive credits were retained by sales 
customers then a customer surcharge would be necessary in order to recover stranded costs. In 
addition to the concerns expressed earlier by the Collaborative about a customer surcharge, if 
incentive credits were retained by sales customers and a surcharge added to recover stranded 
costs, the two would essentially cancel each other out. So, the Collaborative agreed that a 
transparent method of recovery would simplie the proposed program. Again, the Collaborative 
agreed that the method described in the proposed program is the best method for Columbia Gas 
of Kentucky’s customers. 
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PSC Data Request Set 2 
Question No. 10 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 10 

Refer to the response to Item 9 of the Commission’s July 2, 1999 Order. 

a. For those Columbia companies using a customer surcharge to recover stranded 
costs, are the average annual savings for residential and small commercial customers net of the 
surcharge? Explain. 

b. Do average annual savings reflect tax avoidance? 

Response: 

a. The two Columbia companies that used to use a customer surcharge to recover 
stranded costs no longer employ that method of recovery so the average annual savings described 
in the response to Item 9 of the Commission’s July 2, 1999 Order do not include any impact from 
a surcharge. 

b. Columbia Gas of Ohio’s program does not allow customers to avoid taxes. 
Columbia Gas of Pennsylvania’s program does allow for some tax avoidance. Those tax savings 
are included in the savings described to Item 9 of the Commission’s July 2, 1999 Order. 

I 
I 
1 
‘I 
1 
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PSC Data Request Set 2 
Question No. 1 1 

Respondent: S. M. Katko 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 11 

Refer to the response to Items 10 and 11 of the Commission's Order of July 2, 1999 
where Columbia provided its earned return on equity for the past five calendar years and 
identified two specific items that impacted its 1998 return. 

a. Provide the calculations used to produce Columbia's equity returns as shown for 
the past five calendar years. 

b. For each of those years, identifj. and provide the dollar amount and rate of return 
impacts of using "non-traditional sources'' of revenue to enhance equity returns. 

Response: 

a. Net Income 13 Mth Avn Equity Return on Equity 
$000 $000 YO 

1994 3,843 49,989 
1995 6,630 53,282 
1996 9,289 57,850 
1997 1 1,639 67,4 10 
1998 13,497 70,327 

7.7 
12.4 
16.1 
17.3 
19.2 
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b. 

1994 
1995 
1996 
1997 
1998 

Description 
Effect on 

Net Income 
$000 

None 
None 
Off-system sales 
Off-system sales 
Off-system sales and 
State income tax benefit 
due to consolidated net 
operating loss 3313 

276 
933 

PSC Data Request Set 2 
Question No. 1 1 

Page 2 
Respondent: S. M. Katko 

Effect on 
Return on Equity* 

% 

0.5 
1.4 

4.7 

*Effect on return on equity reflects effect on numerator of ROE calculation only. 
Denominator would also be affected depending on when items were recorded and 
dividend payout ratio. 
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PSC Data Request Set 2 
Question No. 12 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 12 

Refer to the second paragraph of the response to Item 11 of the Commission‘s order of 
July 2, 1999. Explain whether the Commission should infer from these statements that it is 
Columbia’s position that once rates are judged to be fair, just, and reasonable that those rates 
remain fair, just, and reasonable indefinitely regardless of changes in conditions or 
circumstances. 

Response: 

Columbia’s response to Item 1 1 of the Commission’s Order of July 2, 1999 did not mean 
to imply any more than what was actually stated. The question Columbia responded to was, 
“What does Columbia consider to be a fair return on equity under current economic conditions?” 
Columbia’s response to that question was that when rates are reviewed and approved by the 
Commission as fair, just and reasonable that an arbitrary review of returns on equity does not 
change the fact that the rates remain fair, just and reasonable. 
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PSC Data Request Set 2 
Question No. 13 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 13 

Refer to the response to Item 12 of the Commission's Order of July 2, 1999. The original 
request asked why sales customers should forego their portion of gas cost incentive revenues 
while Columbia would retain its portion. The response does not address the second part of the 
question. If the discussions between Columbia and the other members of its Collaborative 
determined that using revenues from gas cost incentives to recover stranded costs was superior to 
other potential options, explain how, or why, the Collaborative determined that Columbia should 
retain its portion of gas cost incentive revenues. 

Response: 

If the gas cost incentive program was left as it is today then a customer surcharge would be 
required to recover stranded costs resulting from the proposed program. Under this scenario, the 
surcharge would be large enough to virtually cancel out the credits from the gas cost incentive 
program. This mechanism for stranded cost recovery was determined to be cumbersome and 
confusing to the customer. As a result, the Collaborative agreed that the proposed method would 
create the most successful program. 

The customers are not foregoing their portion of the incentives. The benefit is merely 
transferred from the GCR to the Stranded Cost Recovery Pool. Thus, all Columbia customers 
retain their benefits, not just customers that remain with Columbia's sales service. The small 
volume transportation service customers will continue to benefit as well. 

The proposed program includes risk for Columbia to recover the stranded costs resulting 
from the program. In addition, Columbia has experienced reduced value in the Kentucky 
capacity release markets in past years but is relying on our ability to pull value from that market 
during the program years. Because of this risk, the Collaborative agreed that Columbia should 
have an incentive to generate off-system sales and capacity release revenues sufficient to recover 
stranded costs and avoid the need for a customer surcharge. 

I 
I 



I 

e 

PSC Data Request Set 2 
Question No. 14 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 14 

Refer to the response to Item 13 of the Commission's Order of July 2, 1999, which states 
that Columbia has not developed a mechanism to recover a potential shortfall in excess of $3 
million. 

a. Explain whether the Commission should infer from this response that Columbia 
does not anticipate that there will be a shortfall in excess of $3 million. 

b. Other than the length of time between 1999 and the year 2004, provide any 
specific reasons why Columbia would propose a plan that sets a $3 million "deadband" but does 
not include a methodology for dealing with a potential under-recovery in excess of the $3 million 
"deadband." 

Response: 

a. The Collaborative has not developed a mechanism to recover a potential shortfall 
or a mechanism to distribute any amounts in excess of the $3 million deadband. Columbia and 
the Collaborative do think there is a reasonable expectation that under or over recovery of 
stranded costs will fall within the $3 million deadband. 

b. The Collaborative did not establish a mechanism for either over-recovery or 
under-recovery of stranded costs outside of the deadband because the Collaborative expects the 
end result to fall within the deadband. 
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PSC Data Request Set 2 
Question No. 15 

Respondent: Scott D. Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 15 

Refer to the response to Item 14 of the Commission's Order of July 2, 1999. 

a. Explain what will happen to that capacity that becomes available due to the small 
volume transportation program and is not assigned to an alternate supplier. 

b. If the intention is to not mingle capacity available for resale and capacity due to 
the small volume transportation program, is fixing the benchmark through October 3 1 , 2004 
appropriate if the capacity arising due to the small volume transportation program fluctuates or 
grows over time? Explain. 

Response: 
Capacity that becomes available due to the small volume transportation program 

will be considered stranded for purposes of determining the amount of stranded costs. Columbia 
will then try to mitigate as much of the stranded cost as possible by way of the capacity release 
market. 

a. 

b. Capacity available as a result of the small volume program may rise and fall in 
coming years. Holding the benchmark constant based on results prior to small volume 
transportation was recommended by the collaborative because it would establish a level of 
capacity release that Columbia had historically been able to achieve while singularly responsible 
for supply gas to the small customers. Entering into a new environment where Columbia is no 
longer solely responsible for those customers' gas supply, additional capacity may become 
available that historically Columbia could not have released. The Collaborative agreed that this 
should not be included in the benchmark. The benchmark was initially established because 
Columbia had been involved in releasing capacity prior to the incentive plan. The Commission 
ordered that a sharing of capacity release revenues should not begin at $1 but should recognize 
the previous activity. The Collaborative followed the same logic. 



PSC Data Request Set 2 
Question No. 16 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 16 

Refer to the response to Item 15 of the Commission’s Order of July 2, 1999. Columbia 
states, “The financial model is designed so that stranded costs and revenue opportunities will 
match exactly at the end of the program, but not necessarily before.” Provide a more detailed 
explanation as to why an exact true-up of stranded cost recovery was rejected by the 
Collaborative. 

Response: 

Stranded costs and revenue opportunities are inversely related. Stranded costs are lower 
in the early years of the program as customers begin to enroll in the program and purchase their 
gas fiom marketers and increase in the later years of the program as more customers enroll. 
Revenue opportunities are higher in the first years of the program and decline throughout the 
term of the program. As a result, if the financial model trued up on an annual basis then in the 
first years of the program there would be revenues in excess of stranded costs and in the later 
years the reverse would occur. If revenues are allowed to be “banked” in the stranded cost 
recovery pool and used for stranded cost recovery in later years of the program then more 
stranded costs can be recovered over the term of the program and, ultimately, more customers 
can take advantage of the program. 
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PSC Data Request Set 2 
Question No. 17 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 17 

Refer to the response to Item 17 of the Commission's Order of July 2, 1999. Columbia 
indicates it believes it would be inappropriate to provide the Commission the definition of a 
competitive marketplace without consulting its Collaborative first. Columbia has been aware 
that the definition of a competitive marketplace was an issue in this proceeding since the 
Commission issued its Order of May 28, 1999. That Order scheduled an informal conference for 
June 3, 1999, and identified the application's lack of a definition of a competitive marketplace as 
one of the topics to be discussed at that conference and members of the Collaborative were 
present at the conference. Explain why Columbia has had no opportunity to discuss this issue 
with its Collaborative, or chosen not to discuss this issue with its Collaborative, at some point in 
time between receiving the May 28, 1999 Order and the preparation of its response to the 
Commission's July 2, 1999 Order. 

Response: 

Item 17 of the Commission's Order of July 2, 1999 asked Columbia to assume that it 
would propose to exit the merchant function at some time in the future. Under that assumption, 
the question asks Columbia to provide a definition of a competitive marketplace for use by the 
Commission if Columbia ever proposed to exit the merchant function. Columbia and the 
Collaborative have not reconvened to discuss this issue because Columbia has not determined 
whether to propose to exit the merchant function some day in the future. 
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PSC Data Request Set 2 
Question No. I8  

Respondent: M. D. Anderson 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 18 

Refer to the response to Item 18 of the Commission's Order of July 2, 1999. Part (i.) asks 
if the estimated marketer contribution on line 5f is composed of penalties, and the response is, 
"No." Explain what the estimated marketer contribution consists of. 

Response: 

The marketer contribution on line 5f is equal to $0.05 per Mcf times the projected Mcf 
consumed by customers participating in Columbia's Customer Choice Program. 
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PSC Data Request Set 2 
Question No. 19 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 19 

Refer to the response to Item 2 1 of the Commission's Order of July 2, 1999. It states that 
since Columbia's base rates and, as a result, its proposed transportation rates, have already been 
cost justified and approved by the Commission, Columbia can find no basis to justify differing 
rates for delivery of gas under the proposed program. Columbia's base rates were approved as 
part of a settlement in Case No. 94-179.' 

a. At the time the Commission was considering the proposed settlement in Case No. 
94-1 79, what information was provided by Columbia to demonstrate that the settlement rates 
were cost justified? 

b. Has the Commission been provided any information since the time it approved 
that settlement that demonstrates that the settlement rates were cost justified then or are cost 
justified now? 

Response: 

a. The Commission approved Columbia's rates as fair, just and reasonable in Case 
No. 94-179. As rates were determined to be fair, just and reasonable, and as Columbia can find 
no basis on which to justify differing rates for customers who simply choose to purchase their 
commodity from a different supplier than Columbia, Columbia believes that its delivery rates for 
customers under the proposed small volume gas transportation program are also fair, just and 
reasonable. 

b. Columbia has not provided any additional information to the Commission 
regarding base rates since Case No. 94-1 79. 

' Case No. 94-179, Notice of Adjustment of Rates of Columbia Gas of Kentucky, Inc. On and After July 1, 1994. 
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PSC Data Request Set 2 
Question No.20 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 20 

Refer to the response to Item 22 of the Commission’s Order of July 2, 1999. Columbia’s 
GCR rate reflects only gas commodity costs. Marketers’ commodity rates will reflect gas 
commodity costs as well as expenses and profit. Should Columbia’s GCA process be modified 
so that GCR rates reflect all of the same kinds of costs that marketers’ rates include? Would such 
a modification make GCR rates more comparable to marketer rates? 

Response: 

To modify GCR rates in the manner the Commission suggests would require a complete 
unbundling of Columbia’s rates and relief from its obligation as the supplier of last resort. A true 
“apples to apples” comparison between GCR rates and marketers prices is only possible if the 
two have the same obligations and freedoms in pricing and service offerings on which to 
compete. 
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PSC Data Request Set 2 
Question No.2 1 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 21 

Refer to the response to Item 23 of the Commission's Order of July 2, 1999. Obviously 
Columbia does not anticipate any cost shifts between sales customers and small volume 
transportation program customers as indicated in its initial response and supplemental response 
to the Commission's Order of May 28, 1999, and in its responses to questions raised at the 
informal conference of June 3, 1999. However, the Commission has not been convinced by 
Columbia's arguments and does not share Columbia's expectations that there will be no cost 
shifts between sales customers and small volume transportation program customers. 
Hypothetically, assuming cost shifts were to occur, provide a response to Item 23 of the 
Commission's July 2, 1999 Order. 

Response: 

Columbia does not anticipate any cost shifts between sales customers and small volume 
transportation customers under the proposed program. As Columbia does not anticipate any cost 
shifts it is impossible to assume that there will be and then describe a study or report that will be 
developed for the Commission. As a result, Columbia has not developed a study or report that 
would show the Commission what adjustments in its rates should be. 

I 
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Question No.22 

Respondent: Stephen R. Byars 
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BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 22 

Refer to the response to Item 28 of the Commission's Order of July 2, 1999. Does 
Columbia currently collect and remit all applicable taxes, such as gross receipt taxes, sales tax 
and franchise fees from other transportation-only customers? If not, why not? 

Response: 

Columbia does not currently collect and remit gross receipts taxes, sales tax and franchise 
fees from transportation customers. When commodity is separated from distribution services 
gross receipt taxes and sales taxes may not be collected from transportation customers on 
commodity charges as those amounts are billed by the marketer. In addition, Columbia may not 
collect gross receipt taxes and sales taxes on the distribution service as it is a service and not 
taxable under the Kentucky Constitution. Franchise agreements must be interpreted individually 
to determine whether to collect franchise fees from the distribution service portion of the 
transportation customer's bill. 
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PSC Data Request Set 2 
Question No.23 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 23 

Refer to the response to Item 35 of the Commission's Order of July 2, 1999. Provide 
copies of the marketer eligibility requirements which are summarized here, and provide 
justification for any differences in those requirements and the requirements proposed by 
Columbia in this proceeding. 

Response: 

What we provided were the actual marketer requirements. 

The requirements that were included in Columbia's filing were the requirements that the 
Collaborative determined to be best for our market. 
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PSC Data Request Set 2 
Question No.24 

Respondent: Kimra Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 24 

Do marketers who are rejected in Columbia’s certification process have any recourse to 
appeal? If not, did the Collaborative consider establishing any appeal process? Do Columbia 
affiliates operating in other jurisdictions have such appeal processes? If so, do they involve the 
state regulatory Commission? 

Response: 

The criteria for certification are included in Columbia’s tariff. If Columbia rejects a 
marketer the Commission’s complaint procedures would be available to the marketer just as they 
are to any other customer. The Collaborative did not consider any other appeal process. 
Columbia is not aware of an appeal process in any other state. 
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PSC Data Request Set 2 
Question No.25 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 25 

Refer to the response to Item 40 of the Commission's Order of July 2, 1999. Should an 
explanation be made in the proposed Aggregation Agreement or tariffs of the 97.5 percent 
multiplier so that it is clear to marketers and customers? 

Response: 

Columbia would be receptive to providing information in the proposed Aggregation 
Agreement regarding the 97.5% multiplier. 
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PSC Data Request Set 2 
Question N0.26 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 26 

Refer to the response to Item 45 of the Commission's Order of July 2, 1999. 

a. Provide any additional Standards of Conduct or Codes of Conduct that are not 
included in Columbia's proposal but that are a part of such standards and codes in other 
unbundling programs in which Columbia's affiliates are participating. 

b. Explain why Columbia's Standards of Conduct do not include a provision that 
states that Columbia will abide by a prescribed Cost Allocation Procedure or Manual in 
recording transactions with affiliates. 

c. Provide all cost allocation requirements and all provisions for Commission access 
to books and records of the utility and its affiliates included in any of the unbundling programs in 
which Columbia affiliates are participating. 

d. With regard to Element No. 12, would Columbia agree to providing the 
Commission with copies of any complaints regarding compliance with the Standards of Conduct 
within the 5-day notification period and to additionally provide the Commission the preliminary 
results of its investigation simultaneously with the communication of those preliminary results to 
the complainant? 

e. With regard to footnote 3, explain why Columbia should be allowed to participate 
in joint marketing with its affiliates. Will other marketers be given the opportunity to participate 
in these joint marketing efforts on a simultaneous and non-discriminatory basis as is required in 
the Columbia Gas of Pennsylvania program? 

Response: 

a. These are the only ones of which we are aware. 

b. Because we directly assign costs and have no cost allocation manual. 
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c. 
January 9, 1997, and June 18, 1998, orders of the Public Utilities Commission of Ohio. 

Columbia is only aware of any such provisions from OIl1o. See attached pages from 

d. Yes. 

e. Columbia currently does not engage in joint marketing, sales, advertising or 
research and development with its non-regulated affiliates. However, Columbia should be 
allowed to join with a non-regulated division, affiliate, or subsidiary in promotional, marketing, 
sales, advertising, or research and development activities, provided that: (1) The quality or 
availability of regulated service from the utility is not conditioned upon or in any way tied to 
receipt of service from the utility’s unregulated affiliate with whom the joint promotion, 
marketing, sales, advertising or research and development activities are conducted; and (2) the 
utility engages in similar joint marketing efforts with any other provider of energy or energy- 
related products and services upon request, under substantially similar terms and conditions. 
Other marketers will indeed be given the opportunity to participate in joint marketing efforts on a 
non-discriminatory basis as is required in the Columbia Gas of Pennsylvania program. 
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PUCO Order d a t e d  January  9 ,  1997 
96-111.3.CA-ATA 6. 

The Staff believes, and the Company has a m d ,  that any affiliate that provides 
bervice to COH and ita affiliated marketer should tx subject to periodic audits. All books 
and records of these affiliates shall be open for inspection of the Commission to perform 
such audits. These audits will assure that the non-affiliated marketers are being treated 
fairly. The Staff a b  believes that any ancillary service, such as billing and envelope 
sewice, that is  not tariffed should be pricei uniformly for affiliated and non-affiliated 
cornpanics and available to all equally. For example if COX provides bill stuffers for the 
affiliate marketer.for S O 1  then the market has been established as S.01 and MY other 
competitor should also be charged S.01. 

In terms of customer infomation, the Company has stated during Staffs 
investigation that they will respond to requests for information from marketers in a 
like manner to all parties, regardless of the affiliation. The exact provisions under 
which the information will be supplied will be contained in the contract b e e n  the 
parties. In general, the Company expects to provide the information at cost. Further, 
COH has assured the Staff that its affiliated marketer will have access to customer 
informatian in no different manner than a non-affiliated marketer. 

The Staff believes that the GCR rnanagernent/performance audit of CON 
following the a d  of the first year of the program auld a h  be used to review the terms 
and conditions of information being provided to the affiIiate marketer and potential 
competitors. Further, it should be noted that there is no prohibition on the 
Commission initiating management and financial audits by its Staff or designees as 
needed The Commission will arbitrate unresolved disputes between COH and the 
respective marketers. With regard to Stand's language changes discussed above, the 
Staff recommends thq COH provide all partiapating marketers with the same 
information it provides its own affiliate marketer and not be limited to only those 
requesting same. 

In becoming a market- and pool operator under this program, COH is requiring 
the operator to subsaibe also to a d e  of conduct As part of this code, the Company 
requires the marketer, in its contract with the customer, to indude the marketer's 
customer service address and telephone number; include a statement describing the 
marketer's dispute resolution procedure; include a clear presentation of the terms of the 
gas purchase agreement (e-g., one year), the process, billing, and payment terms; and 
notice that the continuation of this program is subject to the Commission's approval. 
Stand does not believe a code of conduct is warranted for marketers. 

Staff has reviewed the Marketer's Code of Conduct section and finds such code to 
be appropriate. Further, the Staff retommends that language should be &haded that 
s ta te  that marketers will, upon request, provide to the Consumer Services Department 
(CSD) Staff copies of all informational materials and standard contracts for use in 
complaint handling. Also, during the course of participation in the program, when 
material changes are made to this information, marketers will provide copies to the 
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PUCO Order d a t e d  June 18, 1998 
98-593-GA.-COI et al. -20- 

could give the affiliated marketing company an unfair advantage. The affihate code of 
conduct was established to minimize any favoritism a utility might give to an affiliate 
marketer. While the code provisions seem to have prevented widespread abuse, the 
staff believes an inherent incentive stil l  exists to favor an affiliated marketing company 
over a nonaffiliate. Therefore, the staff claims that it will continue to monitor 
compliance with the codes of conduct by aggressively investigating marketer and 
customer complaints. The staff assem tha t this recommendation is less cumbersome 
than c the original audits suggested by the staff, but would allow the staff the opportunity 
to monitor the emerGg competitive market for potential anti-competitive behaviw. . 

The staff recommends that the Commission reiterate in its order that the 
prohibition in the affiliate code of conduct against sharing 'information between the 
regulated and nonregulated affiliates applies also to the LDC's senrice company, to the 
extent it obtains such information from the LDC The staff also recommends that the 
LDCs meet with staff within 90 days of the issuance of the order in this proceeding to 
discuss development of a procedure by which code of conduct requirements directed at 
the LDC/affiliate relationship can be audited or otherwise verified. 

According to the staff, almost al l  interested parties believe the use of the name 
and logo (or similar names and logos) of the regulated company by the affiliated 
marketing company in promotional and advertising spots enhances the name 
recognition and customer awareness of the affiliated marketing company. Some feel 
that complete restriction is the only way to solve the problem, while others believe no  
restrictions are necessary. 

The staff contends that proponents of complete restriction have argued that 
ratepayers created the value.of the company name and logo by paying, through rate base, 
for the creation and mailing of utility bills and bill stuffers (or direct mailings). This 
information includes the name and logo, and it could be contended that customers 
should not be exploited by its use. The staff states that some parties believe this is 
equivalent to asking customers to pay for the direct marketing which they receive, not 
in t e r n  of-an additional expense in the final product, but up-front before a selection on 
a product is made. 

As a possible solution to the affiliate branding issue, the staff tit- to a proposal 
advocated by a commissioner in the California electric restruauring docket in which a 
utility would be precluded from processing the direct access requests of its affiliate if the 
affiliates' market share exceeds 20 percent of the direct a c e s  market (by volume of 
kilowatt hours sold) within the utility's service territory. 'This 20 percent "competitive 
cap'' would be applied separately for each class of customer, residential, commercial, 
agricultural, and industrial. The staff claims that this competitive cap would not 
prohibit the affiliates from competing, but would permit entry of enough additional 
marketers to ensure a competitive market. The application of the competitive cap by 
market segment would prevent the utility's affiliate from "cream skimming" the more 
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PSC Data Request Set 2 

Question No.27 
Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 27 

Does Columbia believe it should be allowed to enter into joint purchasing agreements 
with its affiliates? Fully explain your response. 

Response: 

Columbia respectfully requests clarification to this question, Does the questioner want 
Columbia’s opinion on entering into joint purchasing agreements as part of its proposed small 
volume gas transportation program? 
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PSC Data Request Set 2 
Question N0.28 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 28 

What types of safeguards does Columbia have in place with regard to the transfer of 
employees, along with any proprietary information they may have, to affiliates operating in the 
competitive environment? Does Columbia believe such safeguards are necessary? Fully explain 
your response. 

Response: 

Columbia believes it is inappropriate for a regulated utility and a non-regulated affiliate to 
share operational employees. Columbia employs safeguards designed to immediately suspend an 
employee’s access to proprietary information, particularly customer information, upon 
completion of their tenure with Columbia. If an employee transfers to another Columbia Energy 
Group company the suspension of the employee’s access to general information, such as e-mail, 
would be lifted. Access to proprietary information and customer information, however, would be 
terminated. If an employee leaves the employ of all Columbia Energy Group companies their 
access to any Columbia information would be terminated. 



PSC Data Request Set 2 
Question No.29 

Respondent: S. M. Katko 
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BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 29 

Refer to the response to Item 48 of the Commission's Order of July 2, 1999. Provide 
Columbia's cost allocation procedures or manual employed in recording affiliate transactions. 

Response: 

Columbia does not have a cost allocation manual or other written cost allocation 
procedures for use in recording affiliate transactions as all costs are directly assigned to the 
greatest extent possible. 

I 
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PSC Data Request Set 2 
Question No.30 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 30 

Refer to the response to Item 49 of the Commission's Order of July 2, 1999. Should 
marketers be required to file information relevant to complaints and that relate directly to 
disputes, even if no request is made? If the answer is still no, that this would still be too much of 
an administrative burden for all concerned, would a requirement that such information be filed 
for a year after the program starts be more reasonable or advisable? 
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No. We see this as an unnecessary step and an administrative burden for any time period. 
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PSC Data Request Set 2 

Question No.3 1 
Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 31 

Refer to the response to Item 5 1 of the Commission's Order of July 2, 1999. 

a. How many marketers have supplied input concerning the question of Columbia 
continuing the billing function? 

b. Provide support for Columbia's statement that it believes it will be able to remain 
collector of franchise fees, gross receipts taxes and sales taxes when applicable if it remains the 
billing agent. 

Response: 

a. Columbia has directly sought the input of one marketer, FSG Energy Services, 
regarding the proposed program. Marketers that have called and asked for details of the 
proposed program have been informed of this element and have not indicated any concerns with 
Columbia continuing to provide the billing function. 

b. Columbia replied in response to Item 5 1 of the Commission's July 2, 1999 Order 
that it believed that it would continue to be able to collect franchise fees, gross receipt taxes and 
sales taxes on customer choosing to purchase their gas from a marketer. Upon further review, 
Columbia believes that it will be able to continue to collect and remit franchise fees. Columbia, 
however, is in the process of seeking an opinion from the Kentucky Revenue Cabinet whether 
Columbia should collect and remit gross receipt taxes and sales taxes from small volumes gas 
transportation customers under the proposed program. 
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PSC Data Request Set 2 
Question No.32 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 32 

Did the Collaborative discuss the appropriateness of requiring marketers to file tariffs and 
possibly certain annual information with the Commission? If yes, provide minutes of those 
discussions and the conclusions reached. 

Response: 

We discussed this and reached consensus that we wanted to encourage marketers to participate in 
Columbia’s CHOICE Program and that these type requirements could have the opposite affect. 
There were no actual minutes from any of the Collaborative discussions. 



PSC Data Request Set 2 
Question No.33 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 33 

What is Columbia’s opinion regarding a requirement that marketers file some sort of tariff 
and provide annual information to the Commission? 

Response: 

Columbia shares the opinion of the Collaborative as described in Response 32. 



PSC Data Request Set 2 
Question No.34 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 34 

In Administrative Case Nos. 3592 and 370: the Commission imposed certain regulatory 
requirements on new market entrants. Why would this information not be necessary for the 
Commission to adequately and efficiently monitor competitive service offerings in the natural 
gas industry? 

Response: 

While the Commission receives certain telecommunication information directly from the 
providers, Columbia believes the present natural gas environment is much different. In 1996 the 
Kentucky telecommunications toll market had hundreds of suppliers vying to reach Kentucky’s 
entire population. Columbia is but one Kentucky natural gas distribution utility hoping to attract 
Marketers to compete for its approximately 120,000 residential and small commercial/industrial 
customers. 

Prior to the referenced Commission Orders the telecommunications entities had been 
subject to the Commission’s full jurisdiction. Natural gas marketers have not previously been 
subject to the Commission’s regulation. In 1987 when transportation first became available to an 
LDC’s large volume customers, the Commission found no reason to regulate brokers or  dealer^.^ 
Marketers without physical facilities to directly connect with a customer for delivery were termed 
brokers or dealers. Marketers with facilities to directly connect with a customer for physical 
delivery were termed transporters and were subject to regulation as such. It is marketers 
previously referred to as brokers or dealers that will be eligible for Columbia’s program. These 
marketers and others of the same definition are being offered the opportunity to expand their 
sales to include Columbia Gas of Kentucky customers. Sales will only be possible if the 
marketer can create savings for the end-user relative to Columbia’s rate. If taking advantage of 
this opportunity includes becoming a utility, that may eliminate the enthusiasm for participation 
by marketers. 

Administrative Case No. 359, Exemptions for Interexchange Carriers, Long Distance Resellers, Operator SI 

Administrative Case No. 370, Exemptions for Providers of Local Exchange Service Other Than Incumbent 

Administrative Case No. 297, An Investigation of the Impact of Federal Policy on Natural Gas to Kentucky 

Providers and Customer-Owned, Coin-Operated Telephones, Order dated June 2 1, 1996. 

Exchange Carriers, Order dated January 8, 1998. 

Consumers and Suppliers, Order dated May 29, 1987. 

vice 

,oca1 
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PSC Data Request Set 2 
Question N o 3  

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 35 

In other jurisdictions such as Ohio where Columbia affiliates are participating in Itchoice" 
programs, explain what type of information is provided to the Commission so that it can provide 
"Apples to Apples" comparative charts. 

Response: 

Ohio is the only jurisdiction where Columbia distribution companies operate Customer 
Choice SM programs where the Commission publishes apples to apples comparisons of marketers 
gas cost offers to small volume customers. In Ohio, each marketer selects the rate that they want 
the Public Utilities Commission of Ohio ("PUCO") to put in the apples to apples chart. 
Columbia Gas of Ohio does supply the PUCO with a list of approved marketers. The PUCO 
then solicits the rates from the marketers. 
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PSC Data Request Set 2 
Question No.36 

Respondent: Kimra Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

. .  

Question No. 36 

Refer to the response to Item 52 of the Commission's Order of July 2, 1999. How much 
will it cost for Columbia to perform each billing rate change? Provide supporting workpapers. 

Response: 

Columbia has not undertaken its own study to determine how much it would cost to 
perform each billing change. The Collaborative intuitively agreed that $25 as used in Ohio and 
Pennsylvania is a reasonable charge. This approach is also favorable because it will apply only 
to marketers that exceed the limits set forth in the tariff. 
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PSC Data Request Set 2 
Question No.37 

Respondent: Stephen R. Byars 

i OF KENTUCKY 
CASE NO. 99-165 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

Question No. 37 

Refer to the response to Item 53 of the Commission's Order of July 2, 1999. 

a. Explain whether the response means that there is no cost support for the proposal 
for Columbia to retain 2.5 percent of marketer revenues. Was the proposal agreed to by the 
Collaborative solely because Columbia Gas of Pennsylvania uses the same multiplier? 

b. Is any contribution on the part of Columbia to the stranded cost recovery pool 
reflected in Exhibit A of Columbia's application? 

Response: 

a. It is impossible to provide cost support for the 2.5 percent multiplier on 
marketer's receivables as it is simply an estimate. The Collaborative relied on Columbia Gas of 
Pennsylvania's multiplier amount as a guide and agreed on the amount for use in the proposed 
program. 

b. No. 
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PSC Data Request Set 2 
Question No.38 

Respondent: Kimra Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 38 

Refer to the response to Item 54 of the Commission's Order of July 2, 1999. How much 
will it cost Columbia per account per month to provide billing for marketers? Provide supporting 
workpapers. 

Response: 

Columbia has not undertaken a study to determine the exact cost of providing billing 
service to marketers. The Collaborative studied this issue and based on the components of the 
proposed program determined that the 20 cent rate was reasonable in Kentucky. It is the same 
rate charged by Columbia of Pennsylvania. 
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PSC Data Request Set 2 

Question No.39 
Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 39 

Refer to the response to Item 58 of the Commission's Order of July 2, 1999. What will be 
the rate impact on new customers with usage between 6,000 and 25,000 Mcf who no longer 
qualify for DS service? Will these customers pay more or less as small volume transportation 
program customers as opposed to being DS customers? 

Response: 

Whether these customers pay more or less would be determined by the level of stand-by 
service they would need to contract for with Columbia to meet the 100% peak day requirement 
and the current cost of the stand-by service under the DS rate schedule. 
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PSC Data Request Set 2 
Question No.40 

Respondent: Kimra H. Cole 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 40 

Refer to the response to Item 59 of the Commission's Order of July 2, 1999. Will the 
Actual Cost Adjustment also be calculated by dividing by sales plus Rate Schedule SGVTS 
volumes? If not, why not? 

Response: 

No. The total (over)/under recovery amount for the Actual Cost Adjustment will be the 
net amount of purchased gas cost less the amount debited to the Stranded CostRecovery Pool for 
the reporting period. This net amount is the actual cost of gas purchased for sales customers. 
Therefore, it will be divided only by sales volumes to compute the ACA factor. 
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PSC Data Request Set 2 
Question No.41 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 41 

Refer to the response to Item 6 1 (b) and (c) of the Commission's Order of July 2, 1999 
where it states that "Lowering the cost will permit more low-income customers to participate." 

a. Identify which cost is being lowered and explain how lowering that cost is going 
to benefit Customer Assistance Program ("CAP") participants. 

b. Gas commodity costs are not a cost of the CAP plan. If by participating in the 
Choice program the cost that is being lowered is the gas commodity portion of the CAP 
participants' bills, explain how lowering that cost will permit more low-income customers to 
participate. 

Response: 

a. The statement in the response to Items 61 (b) and (c) that "Lowering the cost will 
permit more low-income customers to participate" referred to the gas costs paid by each 
participant. If the cost of gas can be lowered by aggregating the CAP customers and bidding 
their gas cost to a marketer then their bills will be lower. As a result, more customers can take 
advantage of CAP while the amount that is contributed from individual customers remains 
constant. These cost savings would be in addition to the reduced expenses described in detail in 
the response to Item 61 (a) of the Commission's July 2, 1999 Order. 

b. Gas commodity costs are a cost of the CAP plan. Each participant pays a 
percentage of their total gas bill, delivery charge plus cost of gas, based on their income. So, as 
described in Item 41 (a), by aggregating the CAP customers and bidding their gas cost to a 
marketer, each participant will save on their total gas bill. By lowering the participants' bills, 
each will pay a larger percentage of their monthly bill. This will reduce the shortfall of the 
program and allow the program to serve additional participants. 



PSC Data Request Set 2 
Question No.42 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 42 

Refer to the response to Item 62, part (a)(4), referring to the third-party evaluator's report 
at Page 1 1, Section VII. There Columbia cites the statement that "the data do not provide a clear 
indication of whether the CAP program has resulted in increased consumption by the 
participants" as support for the statement in the application that the third-party evaluator's report 
"substantiates the effectiveness of the program by encouraging energy conservation." 

a. The text and tables on page 11 of the third-party evaluator's report immediately 
preceding the sentence cited by Columbia demonstrate that of the three groups of CAP 
participants, two groups experienced increased consumption relative to the control group during 
the three years of the CAP pilot while one group experienced decreased consumption relative to 
the control group during the period.of the pilot program. These results support the final 
statement in that section of the report, which is the statement cited by Columbia in its response to 
part (a)(4). In light of the results of the evaluator's analysis, explain how Columbia determined 
that that statement substantiated the program's effectiveness in encouraging energy conservation. 

b. Given the results of the evaluator's analysis explain whether Columbia agrees that 
the final statement in that section of the report could just as easily been written to say "the data 
do not provide a clear indication of whether the CAP program has resulted in decreased 
consumption by the participants." 

Response: 

a. All CAP program participants were referred to existing state administered 
weatherization programs. Some CAP program participants were served through the 
weatherization program that they otherwise may not have been aware of. Thus, while the data do 
not provide a clear indication of whether the CAP program resulted in a significant increase or 
decrease in consumption, participation in weatherization will have a long-term effect to decrease 
consumption. 
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b. The statement in the evaluator’s report was made after asking the research 
question, “Did energy consumption increase following entry into the CAP program?” Decreased 
consumption was not a major goal of the CAP program and so was also not a focus of the 
evaluator’s report. In the original development of the CAP pilot program some parties expressed 
concern that fixed payments might encourage increased consumption. It was therefore agreed 
that energy use would be evaluated to identi@ increased consumption. 
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PSC Data Request Set 2 
Question No.43 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 43 

Refer to the response to Item 63 (b) of the Commission's Order of July 2, 1999 
concerning the Collaborative not seeing the need to include the type of information identified in 
the CAP tariff. 

a. Describe the degree to which the Columbia Collaborative decides what should or 
shouldn't be included in the tariffs of Columbia Gas of Kentucky. 

b. Is there any reason other than that identified in part (b) of the response for why 
Columbia would oppose its tariff including the type of information identified in the request? 

Response: 

a. The Collaborative reviewed and accepted each item of the proposed program, 
including the proposed tariffs, prior to the actual filing at the Commission. 

b. Columbia believes that the CAP program was intended to operate within the 
parameters established by the Commission in its Order in Case No. 94- 179. Columbia also 
believes that the intent of the program was to operate flexibly, using input from the Collaborative 
to best meet the needs of the program participants, Columbia customers and Columbia 
shareholders. Columbia is not opposed to filing the CAP Program Description with the 
Commission as it has done previously. 
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PSC Data Request Set 2 
Question No.44 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 44 

Refer to the response to Item 64 of the Commission's Order of July 2, 1999 concerning 
the benefits of the CAP program. Part (b) of the response, referring to page 14 of the third-party 
evaluator's report, identified the statement in the report that "The estimated total annual benefits 
to non-participants is $26,419.23." This figures to roughly $80,000 in benefits over a period of 
three years. In the same paragraph on page 14 of the report the third-party evaluator states, "The 
cost of the CAP program for the third year was $332,707." Below that paragraph, in the 
Summary of CAP Financial Results, the evaluator shows that for the three-year pilot the total 
cost of the program was $972,5 15 and that the amount charged to non-participants was $452,85 1 .  
In his final sentence in that section of the report the evaluator states, "Based on this analysis the 
program benefits do not outweigh the program costs." Given these results and the third-party 
evaluator's conclusion explain why Columbia is proposing to continue the CAP program with 
relatively minor modifications which may not do much to close the gap between the program 
costs and benefits. 

a. In part (a) of the response Columbia states that the continuation of the CAP 
program as proposed "does not have all of the elements of a permanent program." In Columbia's 
view does the non-permanent nature of the proposal to continue the CAP program justifj its 
continuation even though it falls short of benefiting all ratepayers as was called for by the 
Commission when it approved the CAP pilot in 1994? 

Response: 

Columbia believes that the modifications to the program will help to close the gap 
between the program costs and benefits. In addition, for the first time, the program administrator 
will be able to proactively impact the cost of gas to the program's participants. As gas costs 
make up better than half of a customer's bill, savings to gas cost will reduce expenses even 
further. This will allow greater participation and help close the gap. 

a. Columbia believes that the added modifications to the program and the new element of 
aggregating program participants will add benefits to more Columbia customers. As these 
modifications remain to be implemented, it is difficult to estimate the impact of these 
modifications. Columbia believes that the implementation of the proposed small volume gas 
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transportation program (“SVGTS”) will benefit Columbia’s CAP participants and that the 
continuation of the program during the term of the “SVGTS” will help the Collaborative and the 
Commission determine the true value of the program to both participants and other Columbia 
customers. 
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PSC Data Request Set 2 
Question No.45 

Respondent: Scott D. Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 45 

Refer to the response to Item 65 of the Commission's Order of July 2, 1999. Explain in 
detail how introducing Customer Choice produces any new incentives or enhances any existing 
incentives for Columbia to become more efficient in the management of its gas procurement 
function. 

Response: 

Neither of Columbia's previous incentive programs included potential downside for 
Columbia. This new proposal, expanded to provide solutions for providing customers with 
choice and for dealing with the issue of stranded costs, includes the risk of a $3 million expense 
to Columbia if the stranded cost is not managed well. 

Columbia has experienced reduced value in its capacity release markets in Kentucky, yet 
in the proposal, Columbia must be able to create the necessary value fiom that market in the 
coming years to help manage the financial balance of the program. To the extent we are not able 
to do that, we increase our risk related to the $3 million cost at the end of the day. 

In addition to these risks, significant contributions from Off System Sales will be required 
to avoid a potential loss of $3 million to Columbia's shareholders. 

Customer CHOICE certainly produces a need for focus by the company on its 
procurement and capacity management processes. CHOICE and the stranded cost issues that 
come with it, encourage utilities to develop new ways of thinking about supply planning, and the 
management of supply and capacity contracts. This focus can lead to a more effective use of 
industry capacity. Columbia believes this is ultimately beneficial to all of its customers, whether 
they choose a new supplier of the gas commodity or continue purchasing gas from Columbia. 
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Question No.46 
Respondent: S .  D. Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 46 

Refer to the response to Item 66 of the Commission's Order of July 2, 1999, where it 
refers to there being two approaches to designing programs to help customers save on the 
commodity portion of their gas bills. 

a. Explain why Customer Choice and an expansion of the existing gas cost incentive 
mechanisms to include elements such as gas commodity and transportation costs could not co- 
exist. 

b. Identify and describe in detail the relative risks of an expanded, more 
comprehensive incentive program compared to the risks of a customer choice program such as 
that proposed by Columbia. 

Response: 

a. Columbia believes that the national trend to competitive markets in all energy 
industries will ultimately result in marketers supplying the bulk of natural gas to customers of all 
classes with the traditional utility serving a much smaller portion of the market. Allowing a 
utility to include commodity in its gas cost incentive program at the same time it offered 
Customer Choice would distort the market and impede the transition to a hlly competitive 
market. Columbia believes that the proposed program allows for a smoother transition to a 
competitive marketplace than a program that includes commodity in a gas cost incentive plan. 

b. One reason that its difficult to provide an all-encompassing benchmark while 
customer CHOICE exists is that the typical umbrella gas cost incentive today involves a fixed 
price for the utility to beat. This results in the utility needing to lock up a significant amount of 
volume in forward pricing (fixed price) purchases (this sometimes occurs within minutes of the 
Commission's signature on the order approving the program). Failing to lock up gas volume at 
future prices, when so many dollars are at stake, would put too much risk on the shareholders. 
One could mitigate this risk by increasing the price of gas that the utility needs to be beat, but the 
customers may end up paying more than they would without the incentive. When this need to 
lock up prices is combined with a good customer CHOICE program, an unknown variable on the 
demand side of the equation is created. Such a combination of incentive and CHOICE would 
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place the LDC in the position of either taking very large risks related to price, or more likely, 
being placed in the position of needing to purchase costly insurance to protect it from risk. This 
is the risk of locking in volume and price for a future market that can be either larger or smaller 
than expected. 

Another incentive method is to follow an index. However, Columbia already pursues a 
least cost purchasing plan. We feel that it is difficult to create much value from such a program, 
either for our customer or the company. Our experience is that such programs tend to be 
complex, administratively burdensome, and essentially cause the LDC to purchase at the market 
to avoid price speculation. 
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PSC Data Request Set 2 
Question No.47 

Respondent: Stephen R. Byars 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED JULY 30,1999 

CASE NO. 99-165 

Question No. 47 

Refer to the response to Item 67 of the Commission’s Order of July 2, 1999. If an 
alternative plan were determined by the Commission to be in the public interest in spite of the 
agreement of the Collaborative, how would Columbia propose to cover stranded costs? 

Response: 

The question posed implies that an alternative plan to the one agreed upon by the 
Collaborative would not establish a plan for the recovery of stranded costs incurred by Columbia. 
Columbia and the Collaborative have agreed on the proposed program taken as a whole and must 
point out that the program was developed with much discussion, debate and compromise. 
Columbia followed the direction of the Commission’s Order in Administrative Case No. 367 on 
July 1, 1998 and developed a program in a collaborative setting where there was “an effort to 
reach compromise consistent with the public and utility shareholder interest” as the Order directs 
on Page 3. Furthermore, the Order states on the same page that this “will be considered crucial 
in the Commission’s final decision regarding a utility’s proposed customer choice program.” 
Columbia maintains that an alternative plan to the one agreed upon by the Collaborative would 
contradict the Commission’s Order and render all collaborative arrangements in the future 
useless. 
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