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August 12,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

RE: Case No. 1999-00165 

Dear Mr. Dorman: 

AUG E 2 2003 

Please find enclosed an original and ten copies of Columbia’s Notice to Withdraw its 
Motion to Terminate the Small Volume Transportation Service, and Motion Requesting 
Authority to Extend the Small Volume Transportation Service Through March 3 1,2005. 
Copies of the Motion are being provided to the docketed service list and the three 
participating marketers in Columbia’s Customer CHOICE program - Community Action 
Council Buyers Club, Interstate Gas Supply, Inc., and MX Energy.com, Inc. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Jud ?%* M. ooper 
Manager, Regulatory Policy 

http://Energy.com


I . .  

ing of IGS’s petition, other intervenors filed pleadings in which they also expressed concern 

about the proposed termination of the Choice program. 1 

COMMONWEALTH OF KENTUCKY 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS ) 
OF KENTUCKY, INC. TO IMPLEMENT A ) 

SERVICE, TO CONTINUE ITS GAS COST ) 

CONTINUE ITS CUSTOMER ASSISTANCE ) 

SMALL VOLUME GAS TRANSPORTATION ) CASE NO. 1999-00165 

INCENTIVE MECHANISMS, AND TO 1 

PROGRAM. 1 

NOTICE OF COLUMBIA GAS OF KENTUCKY, INC. 
OF ITS INTENT TO WITHDRAW ITS MOTION TO TERMINATE 

THE SMALL VOLUME TRANSPORTATION SERVICE, 
AND MOTION REQUESTING AUTHORITY TO EXTEND 

THE SMALL VOLUME TRANSPORTATION SERVICE 
THROUGH MARCH 31,2005 

On June 6 ,  2003, Columbia Gas of Kentucky, Inc. (“Columbia”) filed in this docket a 

motion requesting authority to terminate its small volume transportation program, the 

CHOICE@’program (“CHOICE program” or “the pilot program.”). On June 12, 2003, Interstate 

Gas Supply, Inc. (“IGS”) filed a petition in which it opposed the relief sought by Columbia, and 

requested that the Choice program be implemented on a permanent basis. Subsequent to the fil- 

’ 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. 



In light of the concerns expressed by other parties, Columbia hereby notifies the Com- 

mission that it is withdrawing the motion it filed on June 6, 2003, in which Columbia requested 

authority to early terminate the Choice program in March, 2004. At the same time, Columbia 

now requests that the Commission extend the Choice pilot program for an additional five 

months, through March 31, 2005. This will enable the pilot program to operate through an addi- 

tional winter, miminize Columbia’s concerns about storage and stranded cost impacts if the pilot 

program were to end in October of a calendar year, and provide the parties with additional time 

to discuss the varied and complex issues associated with the future of the Choice program once 

the pilot program comes to its scheduled conclusion. Upon approval of this motion, Columbia 

will file the necessary tariff sheets to reflect the revised termination date of the pilot program. 

Given Columbia’s withdrawal of its motion to terminate the Choice program, and its re- 

quest to extend the program through March 31, 2005, Columbia requests that the Commission 

cancel the hearing scheduled for this case on September 18, 2003, and rescind the current proce- 

dural schedule that provides for additional discovery, the publication of newspaper notices and 

the filing of briefs during the month of August 2003. 

Based upon Columbia’s discussions with other parties, it is unaware of any opposition on 

the part of the other parties to the matters set forth in this pleading. 

WHEREFORE, Columbia notifies the Commission that by this pleading Columbia is 

withdrawing its Motion Requesting Authority to Terminate its Small Volume Transportation 

Service filed on June 6, 2003. Columbia respectfully requests that the Commission extend Co- 

lumbia’s Small Volume Transportation Service program through March 3 1,2005, and cancel the 

remainder of the current procedural schedule in this docket. 



Respectfully submitted, 

Stanley J. Sagun, Assistant General Counsel 
Stephen B. Seiple, Lead Counsel 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 43216-01 17 
Telephone: (614) 460-4648 
Fax: (614) 460-6986 
Email: sseiple@nisource.com 

Richard S. Taylor, Esq. 
225 Capital Avenue 
Frankfort, Kentucky 40601 
Telephone: (502) 223-8967 
Fax: (502) 226-6383 

Attorneys for 
COLUMBIA GAS OF KENTUCKY, INC. 

mailto:sseiple@nisource.com


CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Notice and Motion was served upon the par- 

ties on the attached Service List by regular U.S. Mail this /ath day of August, 2003. 

oLz&A% 4. A& kmzd 
Stephln B! Seiple 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

Hon. John W. Bentine 
Hon. Bobby Sin& 
Chester Willcox & Saxbe LLP 
65 East State Street, Suite 1000 
C o l ~ b u s ,  OH 432 15-42 13 

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

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

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

Hon. James R. Cox 
Cox Bowling & Johnson PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 

Hon. Joe F. Childers 
201 W. Short Street 
Suite 3 10 
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 



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

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

Hon. Mary R. Harville 
Reed, Weitkamp, Schell & Vice PLLC 
500 West Jefferson St., Suite 2400 
Louisville, KY 40202 

Hon. Richard S. Taylor 
Attorney at Law 
225 Capital Avenue 
Frankfort, KY 40601 

2 

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

Hon. Craig G. Goodman 
Hon. Stacey L. Rantala 
Hon. Heather L. Master 
National Energy Marketers Association 
3333 K Street, N.W., Suite 110 
Washington, D.C. 20007 

Hon. Janine L. Migden 
Hahn, Loeser & Parks, LLP 
1050 Fifth Third Center 
21 East State Street 
Columbus, OH 4321 5 



August 12,2003 pwuc SERVICE 
C O ~ I S S I O N  

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Not enrolling customers 

MX Energy - Fixed price of $9.99/Mcf thru March 2004 

CAC Buyers Club - Variable price $7.67/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. w+ ooper 

cc: Becky Phillips 



August 12,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

AUG f 2 2003 
PUBLIC SERVICE 

CBWISS ION 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia’’) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Not enrolling customers 

MX Energy - Fixed price of $9.99/Mcf thru March 2004 

CAC Buyers Club - Variable price $7.67/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. ww ooper 

cc: Becky Phillips 



Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Cornmission 

b 
COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

211 SOWER BOULEVARD 
POST OFFICE BOX 615 

psc.ky.gov 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

August 11,2003 

Tom & Michele Hencye 
1125 Ackison Street 
Raceland, KY 41 169 

RE: Case No. 1999-00165 

Dear Mr. & Mrs. Hencye: 

0 

Martin J. Huelsmann 
Chairman 

Gary W. Gillls 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your recent letter concerning Columbia Gas of 
Kentucky’s Customer Choice Program. Your letter has been placed in the official case file 
of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc;kv.aov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

&LBj- ,  
Thomas M. Dorman 
Executive Director , 

TMDlam b 

I2 D U CAT# ON 

PAYS 

AN EQUAL OPPORTUNITY EMPLOYER WWD 

http://psc.ky.gov




Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission I 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

psc . ky .gov 
FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 
F ~ x  (502) 564-3460 

I August 7,2003 

TMD/amb 

Martin J. Huelsmann 
Chairman 

Gary W. Gillls 
Vice Chairman 

Robert E. Sputlin 
Commissioner 

Thomas H. and Demaris L. Pinkstaff 
10 Court of Champions 
Nicholasville, KY 40356 

RE: Case No. 1999-001 65 

Dear Mr. & Mrs. Pinkstaff: 

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.qov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

4- LBjL-, 
Thomas M. Dorman 
Executive Director 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER MIFm 



COMMONWEALTH OF KENTUCKY 

21 1 SOWER BOULEVARD 
Gary W. Gillis POST OFFICE BOX 61 5 

Regulation Cabinet FRANKFORT. KENTUCKY 406024615 Vice Chairman 
psc.ky.gov 

Fax (502) 564-3460 Commissioner 
Thomas M. Dorman 
Executive Director 

Public Service Commission 

Martin J. Huelsmann 
PUBLIC SERVICE COMMISSION Chairman 

Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

(502) 564-3940 Robert E. Spurlin 

August 7,2003 

Michael Huster 
6035 Riva Ridge Road 
Versailles, KY 40383 

RE: Case No. 1999-001 65 

Dear Mr. Huster: 

The Commission is in receipt of your August 1, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.qov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

&L3nL-7 
Thomas M. Dorman 
Executive Director 

IOUCATION 
PAYS 

AN EOUAL OPWRTUNlrY EMPLOYER WF/D 

TMDlamb 

http://psc.ky.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

DSC. kv.aov 
FRANKFORT, KENTUCKY 40602-0615 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

(502) 5643940 
F ~ x  (502) 564-3460 

TMD/amb 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

August 7,2003 

Don E. Carter, Director 
Facility Services 
Kentucky State University 
101 University Drive 
Frankfort, KY 40601 

RE: Case No. 1999-001 65 

Dear Mr. Carter: 

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.ky.uov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

&haw- 7 
Thomas M. Dorman 
Executive Director 

EDUCATION 
P A W S  

AN EOUAL OPPORTUNITY EMROYER ME10 



Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinets 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602-061 5 
psc.ky.gov 

Fax (502) 564-3460 
(502) 564-3940 

August 7,2003 

David E. GrifFith 
224 Quail Run Drive 
Georgetown, KY 40324 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

RE: Case No. 1999-00165 

Dear Mr. Griffith: 

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
.orders issued by the Commission on our website: psc.kv.qov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

TMDlamb 

Thomas M. Dorman 
Executive Director 

BDUCA7ION 
PAYS 

AN EQUAL OPPORTUNIN EMPLOYER WlD 

http://psc.ky.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602-061 5 
psc.ky.gov 

(502) 564-3940 
Fax (502) 564-3460 

August 7,2003 

Anna 'S. Graves 
71 2 Dardaelles Drive 
Lexington, KY 40503 

RE: Case No. 1999-001 65 

Dear Ms. Graves: 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your July 31, 2003 letter concerning Columbia Gas 
of Kentucky's Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.qov. 

Once again, thank you for your interest and concern. 
\ 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMDlamb 

AN EQUAL OPPORTUNITY EMPLOYER WF/D 

http://psc.ky.gov
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Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

0 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

psc.ky.gov 
(502) 564-3940 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-0615 

August 7,2003 

Charles & Margaret Washington 
2326 Pierson Drive 
Lexington, KY 40505 

RE: Case No. 1999-001 65 

Dear Mr. & Mrs. Washington: 

TMDlamb 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

{ Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.aov. 

If you would like more information regarding this case, please feel free to contact my 

Once again, thank you for your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

IDUCATION 
PAYS 

AN ECIUAL OPPORTUNITY EMPLOYER MlFlD 

http://psc.ky.gov


0 

Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and . 
Regulation Cabinet 

Thomas M. Donnan 
Executive Director 

Public Seivice Commission 

Paul Winters 
Crystal Brook Condominiums 
131 0 Louisville Road - Office 
Frankfort, KY 40601 

RE: Case No. 1999-00165 

Dear Mr. Winters: 

0 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602-061 5 
psc.ky.gov 

Fax (502) 564-3460 
(502) 564-3940 

August 7,2003 

Martin J. Huelsmann 
Chairman ' 

Gary W. Gillis 
'Vice Chairman 

Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas 
of Kentucky's Customer Choice Program. Your letter has been placed, in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including . 
orders issued by the Commission on our website: psc.kv.aov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

TMD/amb 

' .  

Thomas M. Dorman 
Executive Director 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER WFID 

http://psc.ky.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

Larry Allen Lewis 
729 Riverwood Lane 
Lexington, KY 40514-1731 

RE: Case No. 1999-00165 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

, 21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

psc.ky.gov 
(502) 564-3940 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-0615 

August 7,2003 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

Dear Mr. Lewis: 

The Commission is in receipt of your August 4, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940, Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.qov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMD/amb 

PDUCATION 
PAYS 

AN EQUAL OPPORTUNIM EMPLOYER WlD 

http://psc.ky.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602-0615 
psc.ky.gov 

(502) 564-3940 
Fax (502) 564-3460 

Martin J. Huelsrnann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

August 7,2003 

John H. Huang 
2217 Savannah Lane 
Lexington, KY 4051 3 

RE: Case No. 1999-00165 

Dear Mr. .Huang: 

The Commission is in receipt of your August 2, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.sov. 

Once again, thank you for, your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMD/amb 

EDUCATlON 
PAYS 

AN EQUAL OPPORTUNllY EMPLOYER MIFID 

http://psc.ky.gov


COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

August 7,2003 

Elmer T. Lee 
1044 Cherokee Trail 
Frankfort, KY 40601 

27 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602-0615 
psc. ky.gov 

(502) 564-3940 
F ~ x  (502) 564-3460 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

RE: Case No. 1999-001 65 

Dear Mr. Lee: 

The Commission is in receipt of your August 4, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.sov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMD/amb 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER WFID 



Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

James A. Shope 
107 Woodlawn Ave. 
Russell, KY 41 169 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

psc.ky.gov 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-0615 

(502) 564-3940 

August 7,2003 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

RE: Case No. 1999-001 65 

Dear Mr. Shope: 

The Commission is in receipt of your August 4, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.ky.cv. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMD/amb 

EDUCATlON 
PAYS 

AN E Q W  OPPORTUNITY EMPLOYER WFID 
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COMMONWEALTH OF KENTUCKY 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

psc.ky.gov 

Fax (502) 564-3460 

Martin J. Huelsmann 
PUBLIC SERVICE COMMISSION Chairman 

Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinet 

Thomas M. Donnan 
Executive Director 

Public Service Commission 

Gary W. Gillis 
Vice Chairman FRANKFORT, KENTUCKY 40602-0615 

(502) 564-3940 Robert E. Spurlin 
Commissioner 

August 7,2003 

Ms. Lorene J. Hern 
204 Greenup Road 
Russell, KY 41 169 

RE: Case No. 1999-00165 

Dear Ms. Hern: 

The Commission is in receipt of your August 5, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.qov. 

If you would like more information regarding this case, please feel free to contact my 

Once again, thank you for your interest and concern. 

Sincerely yours, 

&L3auc, 
Thomas M. Dorman 
Executive Director 

EDUCATION 
PAys 

AN EQUAL OPPORTUNIM EMPLOYER WF/D 

TMD/amb 

http://psc.ky.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 
Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

Georgia Rodes 
966 Mason Headley 
Lexington, KY 40504 

RE: Case No. 1999-001 65 I 
Dear Ms. Rodes: 

TMD/amb 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

FRANKFORT, KENTUCKY 40602-061 5 
psc.ky.gov 

(502) 564-3940 
F ~ x  (502) 564-3460 

August 7,2003 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your July 25, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.gov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

&,hab; 
Thomas M. Dorman 
Executive Director 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMROYER W I D  

http://psc.ky.gov
http://psc.kv.gov


Paul E. Patton, Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 615 

psc.ky.gov 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

August 7,2003 

Mr. & Mrs. Samuel Nava 
187 Cumberland Drive 
Georgetown, KY 40324 

RE: Case No. 1999-00165 

Dear Mr. & Mrs. Nava: 

Martin J. Huelsrnann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Commissioner 

The Commission is in receipt of your July 25, 2003 letter concerning Columbia Gas 
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case 
file of this proceeding. Please be assured that the Commission will carefully analyze the 
application before rendering a final decision in this matter. 

If you would like more information regarding this case, please feel free to contact my 
staff at 502-564-3940. Additionally, you can find information related to this case including 
orders issued by the Commission on our website: psc.kv.gov. 

Once again, thank you for your interest and concern. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 
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Mr, Thomas M. Dorman 
Public Service Commission 
Executive Dire ct or 
211 Sower Boulevard 
Post Office Box 615 
Frankfort, Ky. 40602 - 00165 
Dear M r .  Dorman: 

Re: In support of continuing the Columbia Gas of 
Kentucky, Inc. Choice Program Case No. 1999-00165, 

I request your support and of the Public Service 
Commission in the dontinuation of the Columbia Gas of 
Kentucky Inc, Choice Program. 

There have been several large increases in the past 
two years granted by your commission to Columbia Gas and 
this Customer Choice Program has given some small relief 
in our natural gas cost. 

I request your aid and that of the commission in 
the continuation of this program. 

Sincerely yours, 

Elmer T. Lee 
1044 Cherokee Trail 
Franktort, KY 40601 



Thomas M. Dorman 
Public Service Commission 
Executive Director 
21 1 Sower Boulevard 
Post Office Box 61 5 
Frankfort, Ky 40602-061 5 

REC&\VEB 

AUG 0 62003 
PUBLIC SERVICE 

COMMISSION 

RE: In support of continuing the Columbia Gas of Kentucky, Inc. Choice 
Program Case No. 1999-001 65 

Dear Mr. Dorman, 

I just wanted to express my support of the Choice Program. I have been a 
participant for the past 12 months and have been very satisfied with the 
existing flexibility and cost savings. I feel that it i s  important to give the 
consumer more than one alternative whenever possible. Thank you for your 
consideration in  this matter. 

2217 Savannah La 

(859) 296-0056 

VJohn H. Huang 

Lexington, KY 



Monday, August 04,2003 

Thomas M. Dorman 
Public Service Commission 
Executive Director 
21 I Sower Boulevard 
Post Office Box 61 5 
Frankfort, Kentucky 40602-061 5 

RE: 
Case No. 1999-00165 

In support of continuing the Columbia Gas of Kentucky, Inc. Choice Program 

Mr. Dorman, 

I fully support the customer choice program and would like to express my concern 
regarding the possible termination of the service. 

Respectfully submitted, 

Larry Allen Lewis 

729 Riverwood Lane 
Lexington, KY 40514-1731 



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 ) CASE NO. 
CONTINUE ITS GAS COST INCENTIVE ) 1999-00165 
MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM ) 

SUPPLEMENTAL DATA REQUEST OF COMMISSION STAFF 
TO COLUMBIA GAS OF KENTUCKY. INC. 

Columbia Gas of Kentucky, Inc. (“Columbia”), pursuant to 807 KAR 5001, is 

requested to file with the Commission the original and 8 copies of the following 

information, with a copy to all parties of record. The information requested herein is due 

August 18, 2003. Each copy of the data requested should be placed in a bound volume 

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

should be appropriately indexed, for example, Item l(a), Sheet 2 of 6. Include with 

each response the name of the person who will be responsible for responding to 

questions relating to the information provided. Careful attention should be given to 

copied material to ensure that it is legible. Where information herein has been 

previously provided, in the format requested herein, reference may be made to the 

specific location of said information in responding to this information request. 

1. Refer to the response to Item l(c)  of the First Data Request of 

Commission Staff, which describes Columbia’s methodology for calculating customer 

savings achieved under its Customer Choice Program. The reports in Attachment 2 to 



e e 
the response include a column headed “Total Difference” that is carried forward to 

provide the “Total Savings” shown in the summaries of those reports contained in 

Attachment 1 to the response. 

a. Provide a detailed explanation of how the amounts in the “Total 

Difference” column of the reports included in Attachment 2 are derived. 

b. For every third month, beginning in December 2000 and continuing 

through March 2003, provide supporting workpapers, spreadsheets, etc. that show the 

derivation of the “Total Difference” amounts for the residential and commercial 

customers served by Interstate Gas Supply, Inc. (“IGS”), as reflected in the reports in 

Attachment 2 taken from Columbia’s CAB billing system. 

2. Refer to Exhibits D and E of the response to the Staffs First Data Request 

to IGS, which show IGS’s calculation of savings for the Customer Choice Program 

customers its serves. 

a. The EGC and GCR amounts shown on the exhibits appear to 

match the amounts reported by Columbia in its response to IGS’s Interrogatory No. 4. 

In addition, the calculation of IGS’s price per MCF, performed by dividing total sales by 

total usage, appears to be mathematically accurate. Per IGS’s response to Item 3(d) of 

the Staff data request, the total sales and total usage data came from Columbia’s 

remittance statements to IGS. Explain whether Columbia’s records correspond to the 

sales and usage data in the IGS exhibits. Identify and describe any discrepancies 

observed by Columbia. 

-2- Case No. 1999-00165 



b. The results of IGS’s savings calculation differ significantly from the 

resulted reported by Columbia. Describe any aspects of IGS’s calculations with which 

Columbia disagrees or which it disputes in any way. 

Thomas M. Dorman 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, Kentucky 40602 

DATED August 5, 2003 

cc: All Parties 

Case No. 1999-00165 
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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 ) 1999-00165 
MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM ) 

CASE NO. ) 

FIRST DATA REQUEST OF COMMISSION STAFF 
TO INTERSTATE GAS SUPPLY. INC. 

Interstate Gas Supply, Inc. (“IGS”), pursuant to 807 KAR 5:001, is requested to 

file with the Commission the original and 8 copies of the following information, with a 

copy to all parties of record. The information requested herein is due August 18, 2003. 

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

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

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

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

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

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

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

responding to this information request. 

1. Refer to Item 3(c) of IGS’s response to the Commission Staffs First Data 

Request to IGS and Exhibits C-I  through C-4 of  that response. The exhibits indicate 

that, in its Winter 2000 Marketing Material, IGS marketed a percentage discount to 

customers while, in its Spring 2001 and Fall 2001 Marketing Material, IGS marketed 

fixed price products. 



a. Is this summary description of IGS’s marketing efforts accurate? 

no, explain how IGS’s marketing efforts differed from this description. 

f 

b. For each of the eight rate products identified in the response, 

provide the time period when IGS actively marketed the program to customers of 

Columbia Gas of Kentucky, Inc. (“Columbia”). 

c. Provide the number of customers served under each of the eight 

rate products, by month, starting with December 2000 and continuing through the most 

recent month available. 

2. Refer to Item 3(d) of the response to Staffs First Data Request to IGS. 

The second paragraph of the response explains that prices for customers in the first I 2  

months on the program are compared to Columbia’s Expected Gas Cost (“EGC”) while 

after 12 months the comparison is to Columbia’s Gas Cost Rate (“GCR”). The third 

paragraph, in the last sentence, refers to customers who were in the program for 12 

months or more, but states that the comparison was to the EGC, not the GCR. Provide 

an explanation of this apparent discrepancy in the two sections of the response. 

3. Exhibit A of the response to Staffs First Data Request to IGS indicates 

that customers participating in the Customer Choice Program of Columbia Gas of Ohio 

saved an average of 10 percent on the commodity portion of their bills from April 1997 

through April 2003. The calculated savings for IGS customers participating in 

Columbia’s program equal approximately 3.5 percent, based on the information in 

Exhibits D and E of that response. As a marketer in Ohio, provide IGS’s explanation for 

why the percentage of savings for Ohio customers is roughly three times that of 

Kentucky customers. 

-2- Case No. 1999-00165 



4. Refer to Exhibits D and E of the response to Staffs First Data Request to 

IGS. Earlier in the response IGS explains the differences in how the exhibits were 

prepared and points out that Exhibit E includes May 2003 while Exhibit D only goes 

through April 2003. It appears that using a different methodology in Exhibit E, absent 

the addition of May 2003, reduces the calculated net savings from the $2.79 million in 

Exhibit D to $2.57 million. Is this statement accurate? If no, explain why. 

5. Refer to Exhibits D and E of the response to Staffs First Data Request to 

IGS. The savings to customers in the first 4 months it participated in the program 

(December 2000 through March 2001) were $1.8 million while savings in the final 3 

months shown in Exhibit E (March 2003 through May 2003) were $2.86 million. These 

two amounts, from just 7 of the 30 months that IGS participated in the program, total 

roughly $4.7 million, while the overall savings for the full 30 months is shown as $3.1 

million. Those months also represent the seven highest individual monthly savings 

amounts during this period. Explain why these results occurred and describe the 

factors that contributed thereto. 

6. Refer to Item 10(b) of IGS’s response to Columbia’s Initial Data Request 

to IGS where it objects to and declines to provide the cost of the software in which it has 

invested to serve Kentucky customers. IGS states that the cost of the software is not 

“reasonably calculated to lead to the discovery of admissible information.” It also 

indicates that the information is confidential and proprietary. 

a. Given that IGS referred to its “substantial” investment in software in 

its petition in this proceeding, explain why it claims that providing the cost is not 

reasonably calculated to lead to the discovery of admissible information. 

-3- Case No. 1999-00165 



b. Explain whether IGS believes its investment in software to serve its 

Kentucky customers is relevant to this proceeding. If no, explain why a reference to this 

investment was included in IGS’s petition. If yes, explain why IGS should not provide 

the cost. IGS is reminded that there are provisions for requesting confidential treatment 

of information that is confidential and proprietary. 

7. Refer to Item 1O(f) of IGS’s response to Columbia’s Initial Data Request to 

IGS where it objects to and declines to provide the cost of the customer service 

department in which it has invested to serve Kentucky customers. IGS states that the 

cost is not “reasonably calculated to lead to the discovery of admissible information.” It 

also indicates that the information is confidential and proprietary. 

a. Given that IGS referred to its “substantial” investment in the 

customer service department in its petition in this proceeding, explain why it claims that 

providing the cost is not reasonably calculated to lead to the discovery of admissible 

information. 

b. Explain whether IGS believes its investment in the customer 

service department to serve its Kentucky customers is relevant to this proceeding. If no, 

explain why a reference to this investment was included in IGS’s petition. If yes, explain 

why IGS should not provide the cost. IGS is reminded that there are provisions for 

requesting confidential treatment of information that is confidential and proprietary. 

Thomas M. Dorman 
Executive Director 
Public Service Commission 
Post Office Box 615 
Frankfort, Kentucky 40602 

DATED: August 5, 2003 

cc: All parties 

Case No. 1999-001 65 



John W. Bentine 
Chester Willcox & Saxbe LLP 
65 East State Street 
Suite 1000 
Columbus, OH 43215-4213 

Mr. Jack E. Burch 
Executive Director 
Community Action Council 
892 Georgetown Street 
P. 0. Box 1 I610 
Lexington, KY 40576 

Judy M. Cooper 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512-4241 

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

Honorable Richard S.  Taylor 
Attorney at Law 
225 Capital Avenue 
Frankfort, KY 40601 

Honorable David F. Boehm 
Attorney at Law 
Boehm, Kurtz & Lowry 
36 East Seventh Street 
Suite 21 I O  
Cincinnati. OH 45202 

Honorable Ann Louise Cheuvront 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 -8204 

James R. Cox 
209 Breckinridge Lane 
Louisville, KY 40207 

Honorable Stephen B. Seiple 
Attorney at Law 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512-4241 

Honorable Douglas M. Brooks 
Senior Counsel Specialist, Reg. 
Louisville Gas and Electric Company 
220 W. Main Street 
P. 0. Box 32010 
Louisville, KY 40232-2010 

e 

Honorable Joe F. Childers 
Attorney 
201 West Short Street 
Suite 310 
Lexington, KY 40507 

Honorable John M. Dosker 
Attorney at Law 
Stand Energy Corporation 
1077 Celestial Street 
Building 3, Suite 1 I O  
Cincinnati. OH 45202-1629 

Bobby Singh 
Chester Willcox & Saxbe LLP 
65 East State Street 
Suite 1000 
Columbus, OH 43215-4213 

This is the Service List for Case 1999-00165 



July 30,2003 

Mr. Thomas M. Dorman 
Public Service Commissioner 
Executive Director 
2 1 1 Sower Boulevard 
Post Office Box 6 15 
Frankfort, My 40602 

. .  R J 2 : m  
’ 

Columbia Gas of Kentucky, Inc. 
Choice Program - Case # 1999-00165 

Dear Mr. Dorman, 

RECEIVED 

PUBLIC SERVICE 
C O W  ISS ION 

Crystalbrook Condominiums, a 1 12 Unit Complex, is strongly in support of continuing the above 
referenced program especially in light of the anticipated cost increase in natural gas this coming 
winter. 

Monies saved on annual energy expenditures is utilized for the endless and highly expensive 
maintenance and multifaceted projects that are greatly needed for the Complex. 

Respectfully, 

I .  

Paul Winters 
Presidenth4 anager 
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I 8/4/2003 

From: Melnykovych, Andrew (PSC) 

Sent: 

To: 'CDLOI @CS.COM' 

Subject: RE: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case 

Monday, August 04,2003 9:lO AM 

Andrew Meln y kovy c h 
Director of Communications 
Kentucky Public Service Commission 
502-564-3940 ~ 2 0 8  

Your comments have been received and will be placed in the case file. 

-----Original Message----- 
From: Public Information Officer (PSC) 
Sent: Sunday, August 03,2003 4:Ol PM 
To: Melnykovych, Andrew (PSC) 
Subject: FW: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case 

From: CdlOl @cs.com[SMTP:CDLO1 @CS.COM] 
Sent: 
To: psc.info@mail.state. ky.us 
Subject: 
Auto forwarded by a Rule 

Sunday, August 03, 2003 4:00:43 PM 

In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case 

Dear KPSC, 
I want the Customer Choice program to stay in effect. It is our right as customers as well as 
Americans to have options . I appreciate the ability to lock-in a fixed rate for a period of time, so that 
I can budget my spending. The guaranteed savings option is wonderful aswell. I like having the 
options and actually having a choice. 



Page 1 of 1 

From: Melnykovych, Andrew (PSC) 

Sent: 

To: 'CDLOI @CS.COM' 

Subject: RE: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case 

Monday, August 04,2003 9:lO AM 

Andrew Melny kovy c h 
Director of Communications 
Kentucky Public Service Commission 
502-564-3940 ~ 2 0 8  

Your comments have been received and will be placed in the case file. 
\ 

-----Original Message----- 
From: Public Information Officer (PSC) 
Sent: Sunday, August 03,2003 4:01 PM 
To: Melnykovych, Andrew (PSC) 
Subject: FW: In support of continuing the Columbis Gas of Kentucky, A. Choice Program Case 

From: CdlOl @cs.com[SMTP:CDLOI @CS.COM] 
Sent: 
To: psc.info@mail.state. ky.us 
Subject: 
Auto forwarded by a Rule 

Sunday, August 03,2003 4:00:43 PM 

In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case 

Dear KPSC, 
I want the Customer Choice program to stay in effect. It is our right as customers as well as 
Americans to have options . I appreciate the ability to lock-in a fixed rate for a period of time, so that 
I can budget my spending. The guaranteed savings option is wonderful aswell. I like having the 
options and actually having a choice. 

81412 0 0 3 



Thomas M. Dorman 
Public Service Commission 
Executive Director 
211 Sower Boulevard 
Post Office Box 615 
Frankfort, Ky. 50602-0615 

7/31/2003 

RECEIVED 

0 4 2003 

Dear Mr. Dorman, 
I am a customer of Interstate Gas Supply, Inc. I 
respectfully request that you do not terminate the Customer 
Choice Program as Columbia Gas has requested. 
support of being able to choose my own gas supplier. 

I am in 

ank you, 

L S b u  
Anna S. Graves 
712 Dardanelles Drive 
Lexington, Ky. 40503 
Customer ID #311753 
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Hutcherson, Susan G. (PSC) 

From: 
Sent: 
To: 
Subject: 

Mr. Payne: 

Melnykovych, Andrew (PSC) 
Friday, August 01, 2003 3:58 PM 
'MIS H4 U K@AO L. CO M' 
RE: COLUMBIA GAS OF KY. CHOICE PROGRAM, CASE# 1999-00165 

Andrew Melnykovych 
Director of Communications 
Kentucky Public Service Commission 
502-564-3940 ~ 2 0 8  

Your comments have been received and placed into the case file in this matter. 

-----Original Message----- 
From: Public Information Officer (PSC) 
Sent: Wednesday, July 30, 2003 3:22 PM 
To: Melnykovych, Andrew (PSC) 
Subject: FW: COLUMBIA GAS OF KY. CHOICE PROGRAM, CA E# 1 165 

> -----___-- 
> From: Mis h4u k@aol. com[SMTP: MI SH4U K@AOL. COM] 
> Sent: Wednesday, July 30, 2003 3:22:15 PM 
> To: psc.info@mail.state.ky.us 
> Subject: COLUMBIA GAS OF KY. CHOICE PROGRAM, CASE# 1999-00165 
> Auto forwarded by a Rule 

RE: IN SUPPORT OF CONTINUING THE COLUMBIA OF KENTUCKY, INC. CHOICE 
> 

PROGRAM CASE NO. 1999-001 65. 

WE SHOULD CONTINUE THE ABOVE PROGRAM. 

WHAT IS THE BENEFIT OF DEREGULATION IF THE CONSUMER DOES NOT HAVE A CHOICE 
AND/OR OBTAIN SOME SAVINGS? I BELIEVE THIS PROGRAM 
WILL AID COLUMBIA GAS IN BEING COST EFFICIENT AND GIVE THE 
CONSUMER SOME SAVINGS IN THE PROCESS. 

THANK YOU FOR YOUR CONSIDERATION. 

REX PAYNE 
201 BAYWOOD DR. 
NICHOLASVILLE, KY 40356 

EMAIL: REX4UK@YAHOO.COM 

1 

mailto:REX4UK@YAHOO.COM


July 30,2003 

Thomas M. Dorman 
Public Service Commission 
Executive Director 
21 1 Sower Boulevard 
Post Office Box 615 
Frankfort, Kentucky 40602-061 5 

€$e: In support of continuing the Columbia Gas 1 f K 
Program Case No. 1YYY -00165 

Dear Mr. Dorman: 

AUG 0 12003 
PUBLIC SERVICE 

COMMlSSlON 

ntucky, - In! Ch 1 e 

This letter is in support of the Choice Program which we have had the 
privilege of utilizing giving us a savings on - our monthly gas bill. Please 
register us as in support of it. Thank you. 

Sincerely, 

10 Ct. of Champions 
Nicholasville, KY 40356 



6035 Riva Ridge Road 
Versailles, KY 40383 
August 1,2003 

Thomas M. Dorman 
Public Service Commission 
Executive Director 
2 1 1 Sower Boulevard 
Post Office Box 615 
Frankfort, Kentucky 40602-061 5 

Re: In support of continuing the Columbia Gas of Kentucky, Inc. Choice Program Case No. 1999-00165 

Dear Mr. Dorman, 

Please allow the permanency of the Customer Choice Program for Columbia Gas of Kentucky. We have a 
family of seven so we need to budget our spending. Having a choice we have decided on IGS energy 
which allows me to lock-in a fixed rate for a year. This has helped us to save some money for our oldest 
child to go to college next year. Without the ability to have a guaranteed savings option we would be have 
to pay the additional 5% on each bill and not save money for college. Even 5% on a $90 bill can add up. 

Thank you for your consideration, 

&dm & 
Michael Huster 



Kentucky State University @ 
July 30,2003 

Mr. Thomas M. Dorman 
Public Service Commissioner 
Executive Director 
21 1 Sower Boulevard 
Post Ofice Box 6 15 
Frankfort, Ky 40602 

Frankfort, Kentucky 40601 

PUBLIC SERVICE 
coMMIss ION 

RE: Q In Sumort of Continuing the 
Columbia Gas of Kentucky, Inc. 
Choice Program - Case ## 1999-00165 

Dear Mr. Dorman, 

Kentucky State University is strongly in support of continuing the above referenced program 
especially in light of the anticipated cost increase in natural gas this coming winter. 

Monies saved on annual energy expenditures is utilized in funding other educational activities that 
are greatly needed. 

Respectfully, 

9 

Don E. Carter, Director 
Facility Services 

Kentucky State University is an Equal OpportunitylAfflrmative Action Institution. 



July 30,2003 

Mr. Thomas M. Dorman 
Public Service Commission 
Executive Director 
2 1 1 Sower Boulevard 
Post Office Box 6 15 
Frankfort, Kentucky 40602-061 5 

PUBLIC SERVICE 
C O ~ I S S I O N  

Re: In support of continuing the Columbia Gas of Kentucky, Inc. 
Ch&e Program Case No. 1999-00165 

Dear Mr. Dorman: 

It is my understanding that a motion has been filed by Columbia 
Gas of Kentucky, Inc. to terminate the Customer Choice program. 
Such action appears to clearly eliminate the opportunity to choose 
an alternate gas supplier as well as the guaranteed savings. 
Indications are that natural gas could be in shorter supply this 
winter and therefore sold at a higher price. Please deny the 
motion. ~ e. . I 

> 

224 Quail Run Drive 
Georgetown, KY 40324 
Customer ID 143062 



e 0 

I 

I . - . - 





- REEDWEITKAMP 
SCHELL & VICE pLLc 

MARY R. HARVILLE 

Thomas M. Dorman, Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-06 15 

July 24,2003 

Via Federal Express 

500 West Jefferson Street, Suite 2400 
Louisville, Kentucky 40202-2812 

Telephone 502.589.1000 
Facsimile 502.562.2200 

mharville@RWSVlaw.com 

Re: In the Matter oJ The TarifFiling of Columbia Gas of Kentuchy, Inc. to Implement 
a Small Volume Gas Transportation Service to Continue its Gas Cost Incentive 
Mechanisms, and to Continue its Customer Assistance Program, Case No. 1999- 
001 65 

Dear Mr. Dorman: 

Enclosed for filing in the above action are the original and ten photocopies of the Comments 
of the National Energy Marketers Association. A copy of the document was previously sent by 
facsimile transmission to the PSC on July 24. 

Please file stamp the extra copy of this document and return it to me in the self-addressed, 
postage-prepaid envelope which I have provided. Thank you for your assistance in this matter. 

Sincerely, 

Mary R. Harville 

MRH/kmc 
Enclosures 
cc: Craig G. Goodman 

mailto:mharville@RWSVlaw.com


COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION FyfiTnq p n  

J L 2 - 9  _:_ 

In the Matter of: JUL 2 5 2003 
PUSLIC SEI?\/ICE 

COUd ISS iopd THE TARIFF FILING OF COLUMBIA GAS OF 1 
KENTUCKY, INC. TO IMPLEMENT A SMALL 1 
VOLUME GAS TRANSPORTATION SERVICE 1 CASE NO. 

MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM 1 

TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00 165 

COMMENTS OF THE 
NATIONAL ENERGY MARKETERS ASSOCIATION 

The National Energy Marketers Association (NEM) hereby submits these comments stating 

its position on the Motion of Columbia Gas to terminate its small volume gas transportation service 

on March 31, 2004, pursuant to Appendix A of the Commission’s Order of July 15, 2003, in the 

above-referenced proceeding. For the reasons set forth below NEM urges the Commission to 

continue, expand and make permanent implementation of the choice program and opposes the 

Motion of Columbia for early termination of the choice program. 

I. Introduction 

Through prior Orders in this proceeding, the Commission approved a small volume 

transportation program (“Choice Program”) proposed by Columbia Gas of Kentucky, Inc. 

(“Columbia”), which is to operate as a pilot program through October 3 1,2004. On June 6,2003, 

Columbia filed a motion requesting Commission approval to terminate its pilot Choice Program 

effective March 31, 2004 (“Columbia’s Petition”). On June 12,2003, Interstate Gas Supply, Inc. 

(“IGS”) filed a petition requesting that the Choice Program be continued permanently (“IGS’s 

Petition”). 



11. Columbia's Motion Should Be Denied 

Columbia filed an application for the early termination of its small volume gas transportation 

program effective March 3 1 , 2004. Columbia argues that the pilot program should be terminated 

because: 1) "in the aggregate customers are not saving money;" 2) Columbia would likely incur 

"substantial" stranded costs if the program were to run beyond March 3 1,2004; and 3) due to the 

workings of storage contracts, March 31, 2004, is the logical time to conclude the program. 

Columbia fiuther requests: 1) to limit marketer participation in the program to the existing 

participants; 2) to no longer make customer lists available to marketers; and 3) to educate customers 

about the termination of the program. For the reasons set forth below, NEM submits that 

Columbia's Motion should be denied and that the pilot program should be permitted to continue 

indefinitely. 

Columbia asserts that customers in the amregate have not achieved savings in the program 

and therefore the program should be terminated. However, Columbia does recognize that individual 

customers have achieved savings. The individual customers that did achieve savings (by Columbia's 

definition) should not be denied the ability to achieve similar savings in the future from competitive 

options. Additionally, contrary to Columbia's assertion, one of the marketers participating in the 

program states that, "[als of April 2003, IGS estimates that it has provided its customers with 

savings in excess of $2.7 million."' 

Furthermore, without conceding that Columbia's savings analysis is correct, NEM submits 

that the value of choice programs to customers is not limited solely to savings. Rather, customers 

also benefit from the opportunity to choose additional value-added offerings fiom competitive 

' Petition of IGS at page 10. 
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suppliers, such as fixed rate plans or plans that guarantee apercentage savings from Columbia's rate. 

In its Customer Choice Program Annual Report, Columbia states that, "[als of May 2003, the latest 

numbers available, 46,095 customers representing approximately 33% of eligible customers had 

enrolled with a marketer." (Report at page 2). The sheer volume of migration to competitive 

marketers clearly reveals that Kentucky consumers feel they receive value from participation in the 

program. 

Columbia states with respect to the choice program that in recent months, "[flor numerous 

customers, the fixed price rate they paid exceeded Columbia's gas cost." (Report at pages 2-3). 

NEM submits that Columbia's sales commodity price varies seasonally with higher prices in the 

peak-use winter months and lower prices in off-peak summer months. Therefore, a snapshot of 

commodity prices that focuses on months rather than years may not accurately capture the total 

"opportunity" for customer savings that can be accrued over longer periods of time. Additionally, 

NEM submits that Columbia's analysis fails to recognize that certain customers place a premium on 

receiving a fixed rate for gas and feel they derive value from the program in that manner. These 

shopping customers had the opportunity to select a product from the competitive market that 

guaranteed them savings off of the GCR rate. However, instead, they decided to choose a fixed 

price rate product. Evidently, the ability to pay a fixed price for gas commodity and be protected 

from the volatility of Columbia's variable price was an important consideration for these consumers. 

Columbia also asserts that it would incur substantial stranded costs if the program were 

permitted to continue beyond March 3 1,2004, and thereby violate the revenue neutrality principle 

embodied in the order establishing the program. However, Columbia notes that stranded costs are 

currently over-funded by $1.67 million. Columbia projects that for the period of May 2003 through 

March 2004 it will accrue further stranded cost over-funding in the amount of $542,403. 
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(Attachment 2). As a result, Columbia projects total stranded cost over-funding of $2,2 15,2 19 by 

March 2004. (Id.) Columbia has failed to provide any evidence that it will incur these supposed 

“substantial” stranded costs but rather that it has received and will continue to receive a net benefit. 

With respect to stranded costs, NEM submits that revenues lost due to migration should be 

calculated and netted against benefits after actual migration has occurred. NEM submits that once 

the Commission determines that a reasonable migration level has occurred, then a calculation of the 

difference between the revenues that the utility would have received using fully embedded cost- 

based rates and the revenues actually received by the utility due to lost sales of specific services 

from the menu of competitive products, services, information and technology that each customer 

actually elects to purchase from a competitive supplier should be compared to determine the 

maximum amount of potentially “qualifjring revenue losses” that must be netted against benefits and 

thereafter may be arguably recoverable, subject to the following qualifications: 

1. 
2. 

3. 
4. 

The utility must show that the costs are material. 
The utility must demonstrate that they have productively managed and reasonably 
mitigated costs in the subject areas. 
The utility must not be earning in excess of their earnings cap, and 
The utility must identifjr specifically which costs or revenue losses are a result of (a) 
the utility being required to provide Provider of Last Resort services and/or (b) the 
utility’s need to provide fully bundled services to customers that do not migrate, and 
The utility must quantify the net benefits associated with the costs saved by not 
serving migrating load. 

5.  

After the qualifying revenue losses have been calculated in this fashion, Columbia should file with 

the Commission a proposal to recover these costs, if any, in the form of a competitively neutral 

charge spread properly over all users of its distribution system. 

Columbia further argues that the program should be terminated in March 2004 because of 

the way storage contracts work. However, Columbia previously argued and the Commission 

accepted that October 3 1,2004, was a logical end date for the pilot program because, “the October 

4 



3 1, 2004 termination corresponds to the expiration of most of its long-term capacity contracts." 

March 6 ,  2000 Order at page 2. Early termination of the program would run contrary to this 

rationale. 

NEM submits that Columbia has failed to raise a compelling argument for the termination 

of the program, early or otherwise. On the contrary, NEM urges the Commission to continue, 

expand and make permanent the Columbia Choice Program and supports the Petition and Testimony 

of IGS in that regard. The continuation, expansion and permanent institution of the program is fair, 

equitable and in the public interest because the program is offered on a voluntary basis and provides 

customers an opportunity for savings as well as the opportunity to receive other value-added 

offerings. Customers that have benefited from participation in the program as well as prospective 

customers should not be denied the opportunity to lower energy costs and enjoy true competition 

for their energy-related needs. The fact that consumers, the utility and participating marketers have 

all benefited from the operation of the program should be clear and convincing evidence of its 

success and value to the public. It would be contrary to the public interest and good public policy 

and governance to terminate a choice program that has achieved significant success in the short time 

since its implementation. Moreover, eliminating or proposing to eliminate a successful program 

after private capital has been invested to serve consumers in the state of Kentucky increases the risk 

of doing business in the state substantially, making it even more difficult to raise investment capital 

in the future. 

NEM submits that the 33% customer participation level is clear and convincing evidence of 

the success of Columbia's Choice Program and supports its expansion into a permanent program. 

NEM submits that, in general, pilot programs have many inherent traits that discourage robust 

participation. For example, because pilot programs are not permanent, suppliers are hesitant to 
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commit the substantial capital, time, and effort to enter and participate in the program without 

assurance from the Commission that the program will exist long enough for them to see a return on 

their investments. Additionally, consumers are hesitant to take the time and effort needed to educate 

themselves about a pilot program that may not become a permanent offering from their LDC. NEM 

submits that despite the usual disincentives to participating in pilots, one out of every three 

Kentucky consumers eligible for the choice program actively chose to take part in the program. 

NEM submits that the slight dip in participation from 36% in 2002 to 33% in 2003 is not 

evidence that "interest in the Program has subsided." NEM urges the Commission to consider the 

fact that the dip in participation is likely the combined result of IGS's not accepting new enrollments 

pending resolution of Columbia's restrictive mandatory capacity filing and the uncertainty as to the 

future of the Choice Program and its threatened termination.* NEM submits that, according to Scott 

White, the President of Interstate Gas Supply, Inc., "[ulpon settlement of the mandatory capacity 

issue, IGS began accepting new enrollments, which has caused participation to increase by 

approximately 2,200 customers just from April through July 2003," I' . . . an increase of 5.75% in 

the number if customers served by IGS.Iv3 Since IGS is the largest supplier in Columbia Gas of 

Kentucky's Choice Program, an increase in customers that IGS serves has a substantial impact on 

the percent of eligible customers state-wide participating in the pilot. 

From a broad perspective, choice programs such as those offered in the Columbia service 

territory provide consumers with a myriad of benefits, not limited to savings. These benefits include 

access to innovative new offerings of products, services, information and technology. Access to 

these new offerings also permits consumers to gain greater control over their energy bill. 

*Petition of IGS at page 4. 
'E 
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Furthermore, as more alternative energy suppliers invest in serving customers in this market (as will 

become more likely when the program is granted permanent status), competitive forces will provide 

consumers with better price and service options. Lower energy prices lower the cost of doing 

business in the state thus permitting local companies to better compete, attract new businesses, 

increase job opportunities and increase state tax revenues. Consumers are smart enough to compare 

prices, quality of service, reputation and technological innovation. The ability to do business when 

you want, with whom you want, and then to buy what you want is one of the most efficient 

consumer protections government can offer. Additionally, the competition that choice programs 

bring into the market provides extra incentive for existing utilities to provide good customer service 

and to keep their commodity costs down. 

NEM notes that even the objectives established by Columbia and accepted by the 

Commission in its Order approving the program have been met.4 NEM further submits that a 

permanent program will promote these and other goals for the benefit of all Kentucky consumers 

in this service territory. The choice program has provided an opportunity for consumer savings and 

has also provided an opportunity for consumers to choose different value-added offerings such as 

fixed rate plans or plans that guarantee a percentage savings from Columbia's rate. One of NEM's 

members, IGS, projects that it has saved customers $2.7 million as of April 2003,5 provided 

consumers with a choice of rate options, and is the largest supplier in the program that has 

experienced a 33% migration rate, all of which demonstrates the value customers place on this 

These goals are: 1) an opportunity for consumers to save money on gas bills; 2) provide marketers with flexibility to 
provide savings by permitting marketers to use their own interstate capacity; 3) revenue neutrality for Columbia with 
the opportunity for the utility to recover stranded costs; 4) recovery of stranded costs should be transparent to the 
customer; 5) sales customers should not bear additional charges because of the implementation of the program; and 6) 
provision of customer education on the operation of the program. (January 27,2000, Order Approving Program). 

Petition of IGS at page 10. 
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program. Furthermore, Columbia's own Motion reveals that it has benefited from the operation of 

the program through the accrual of net stranded benefits estimated at $2,215,219 by March 2004. 

Consumers should not be penalized so that Columbia may engage in off-system-sales and 

keep 25% of the revenues from such sales, particularly when the so called "stranded costs" that 

Columbia currently admits to be negative 2.2 million dollars. Prior to the institution of the Choice 

Program, Columbia was permitted to retain 35% of the revenues from off-system-sales and was not 

required to offset these revenues by absorbing stranded costs. In approving the new mechanism that 

is riskier for Columbia, the Commission has created a disincentive for Columbia to retain the Choice 

program. Columbia's desire to further profit from off system sales should not be a reason to 

terminate the program and penalize current and prospective consumers who wish to save energy 

costs. 

NEM submits that the Commission should continue and expand the program on a permanent 

basis subject to the review process outlined in its initial Order approving the program. In that Order 

the Commission decided, 

In order for rates to be as transparent as possible at the earliest possible time, the 
Commission finds that a review of costs and rates should be initiated before the end 
of the proposed five-year program period. A period of three years is a suitable 
amount of time for the program to progress beyond its initial stages, for customer 
participation to move at least past the introductory level, and for Columbia to gather 
preliminary information concerning costs involved in providing small volume 
transportation service relative to sales service. Because such information will be 
available at that time, the Commission will then begin the process of retaining an 
outside consultant, as authorized by KRS 278.255, to review all aspects of the 
Customer Choice program, to review the issue of a competitive marketplace, and to 
conduct a fully allocated cost-of-service study that will show what, if any, rates will 
need to be rebalanced in order to correctly represent costs to provide service. 

In addition to the cost review process that will begin at the end of the three-year 
period and conclude prior to the end of the five-year pilot period, any necessary 
modifications to the program itself and approved financial model will also be 
considered. The cost recovery that has occurred through the acceptable revenue 
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opportunities of capacity assignment, balancing charges, off-system sales, and 
marketer contributions will be reviewed, and a recommendation made as to whether 
this method of stranded cost recovery should be continued or modified. Once the 
consultant's review and report have been completed. the Commission will initiate a 
proceeding - wherein Columbia and other parties may address the results of the 
consultant's report and other issues relating; to the Customer Choice program as 
identified by the Commission at that time. (emphasis added). 

The language quoted above demonstrates the Commission's intention of initiating a formal 

review of the program that would improve the program for consumers and anticipates its 

implementation on a permanent basis. NEM urges the Commission to review the program to gain 

a full and unbiased appreciation of the value that customers, the utility and marketers have derived 

thus far. The abrupt termination of a successful program would violate Commission precedent and 

undermine the investment climate in the state for new businesses. NEM offers its, "National 

Guidelines for Unbundling and Restructuring the Natural Gas Distribution for 

consideration in the review process. 

The full text of NEM's "National Guidelines for Unbundling and Restructuring the Natural Gas Distribution Function" 
is available at www.energymarketers.com. 
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111. Conclusion 

For the foregoing reasons, NEM urges the Commission to continue, expand and make 

permanent implementation of the choice program and opposes the Motion of Columbia for early 

termination of the choice program. 

Respectfully submitted, 

Craig G. Goodmuan, Esq., President 
Stacey L. Rantala, Esq.p” 
Hea@er L. Master, Esq. 
National \Energy Marketers Association 
3333 K StreFt, N.W., Suite 110 
Washington, ‘D. C. 20007 
Tel: 202-333-3288 
Facsimile: 202-3 33 -3266 
E-mail:cgoodman@,energvmarketers.com; 

srantala@enertrvmarketers.com; 
hmaster@energymarketers.com 

Mary Harville 
Reed Weitkamp Schell & Vice PLLC 
500 West Jefferson Street, Suite 2400 
Louisville, KY 40202 
Tel: 502-589-1000 

E-mail: mharville@rwsvlaw.com 
Fax: 502-562-2200 

Counsel for National Energy Marketers Association 

CERTIFICATE OF SERVICE 

I hereby certify that copies of the foregoing were mailed, postage prepaid, to the persons 

shown on the attached service list on the 24‘h day of July, 2003. 

q > f i . u  
Counsel for National Energy Marketers Association 
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REED WEITKAMP 
SCHELL & VICE pLLc 

July 24,2003 

500 West Jefferson Street, Suite 2400 
Louisville, Kentucky 40202-2812 

Telephone 502.589.1000 
Facsimile 502.562.2200 

mharville@RWSVlaw.com 

'7 Via Federal Express Fr-7'1,-"n 

g $1. 1 

Jul- 2 5  2003 Thomas M. Dorman, Executive Director 
Kentucky Public Service Commission 

P.O. Box 615 
Frankfort, KY 40602-06 15 

.y : --,' I'GE 
c[;&.,$t I\,*; Im 21 1 Sower Boulevard J 'L 

Re: In the Matter oJ The TarifFiling 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, Case No. 1999- 
001 65 

Dear Mr. Dorman: 

Enclosed for filing in the above action are the original and ten photocopies of the following 
documents: 

1. Motion for Leave for Full Intervention of Volunteer Energy Services, Inc.; and 

2. Motion for Admission Pro Hac Vice of Ms. Janine L. Migden and Memorandum in 
support. 

Copies of these documents were previously sent by facsimile transmission to the PSC on 
July 24. 

Please file stamp the extra copies of each of these documents and return them to me in the 
self-addressed, postage-prepaid envelope which I have provided. Thank you for your assistance in 
this matter. 

Sincerely, % 

Mary R. Harville 

MRWkmc 
Enclosures 
cc: Janine L. Migden 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION juL 2 5 2003 

pu:i IC 7 -  “I;CE 
col.v,. Ji I :;:, i ON 

IN THE MATTER OF: 
THE TARIFF FILING OF COLUMBIA GAS OF 1 
KENTUCKY, INC. TO IMPLEMENT A SMALL ) 
VOLUME GAS TRANSPORTATION SERVICE 

MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM. ) 

) CASENO. 
TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165 

MOTION FOR LEAVE FOR FULL INTERVENTION/ 
COMMENTS ON BEHALF OF 

VOLUNTEER ENERGY SERVICES, INC. 

Pursuant to 807 KAR 5:OOl Section 3(8) Volunteer Energy Services, Inc. (“VESI”) 

respectfully moves for Leave for Full Intervention in the above captioned matter. VESI requests 

that its Leave for Full Intervention be granted for the reasons set forth herein. 

Contact Information 

As required by 807 KAR 5:OOl Section 3(8), the person and party seeking intervention is 

provided, and communications and correspondence should be directed to the following: 

Janine L. Migden 
Hahn Loeser & Parks, LLP 
1050 Fifth-Third Center 
21 East State Street 
Columbus, OH 432 15 
Tel: 6 14/23 3-5 120 
Fax: 6 14/233-5 121 
E-mail: jlmie;den@,hahnlaw.com 

Counsel for Volunteer Energy Services, Inc. 

Mary R. Harville 
Reed Weitkamp Schell & Vice PLLC 
500 West Jefferson Street, Suite 2400 
Louisville, KY 40202 
Tel: 5021589- 1000 
Fax: 502/562-2200 
E-mail: mharville@rwsvlaw.com 
Local Counsel for Volunteer Energy Services, Inc. 
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I. INTRODUCTION 

At issue in this proceeding is the Application filed by Columbia Gas of Kentucky 

(“Columbia Gas”) to terminate its small volume transportation program (“Choice Program”) on 

March 3 1, 2004 as opposed to October 3 1, 2004 in contravention of earlier orders issued by the 

Public Service Commission of Kentucky (“the Commission” or “PSC”) which established the pilot 

Choice Program. On June 12,2003, Interstate Gas Supply, Inc. (“IGS”) filed a petition (“the IGS 

Petition”) in which it requested that the Choice Program be continued on a permanent basis. On 

July 10, 2003, the National Energy Marketers Association (‘“EM”) filed an intervention and 

supported the IGS Petition. Volunteer Energy Services, Inc. (“VESI”) also supports the IGS Petition 

as well as that of NEM and respectfully seeks intervention for the reasons set forth below. 

11. BACKGROUND ON VESI 

Volunteer Energy Services, Inc. is a certified retail natural gas supplier in the State of Ohio 

operating in the Columbia of Ohio Choice Program. It also acts as a wholesale supplier to the 

Community Action Council Buyers Club (“Buyers Club”) which serves approximately 3,000 low 

income customers in the Lexington, Kentucky area. This program is providing savings to low- 

income customers and as such, is serving an important role of helping to provide affordable energy 

to those who are most in need. In its capacity as the wholesale supplier for the Buyers Club, VESI 

has assumed the mandatory capacity obligation on behalf of the Buyers Club for the delivery of gas 

to Columbia’s customers. 

111. VESI SHOULD BE GRANTED FULL INTERVENTION 

VESI has a real and substantial interest in the outcome of this proceeding. As the wholesale 

supplier to the Buyers Club, termination of the Choice Program will have an adverse economic 
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impact on VESI which VESI seeks to preserve through its intervention. For VESI, like other 

marketers, the early termination of the program will result in a loss of revenues and the loss of 

business opportunities. Moreover, given that VESI is already active in the Kentucky market as a 

wholesale supplier assisting the Buyers Club, it is interested in becoming more active in the 

Kentucky market in the future, depending on the status of the Choice Program. As a marketer, VESI 

has an interest in advancing the arguments that will lead to the development of a robust competitive 

market under which there is the opportunity for many suppliers to offer reliable service to 

customers. The positions advanced by VESI will contribute to the Commission’s consideration of 

the issues at stake in this proceeding. 

IV. COLUMBIA’S PETITION SHOULD BE DENIED AND THE CHOICE PROGRAM 
SHOULD BE CONTINUED PERMANENTLY 

As a result of Orders issued by this Commission on January 27, 2000, March 6 ,  2000 and 

May 19, 2000 in this proceeding, the Commission established the Choice Program which was 

designed to be effective through October, 2004. As opposed to seeking to extend this program to 

enable customers to enjoy the advantages of choosing their own supplier, Columbia now seeks to 

re-institute the monopoly paradigm. This is clearly a step backwards. The basis for Columbia’s 

petition is that customers in the aggregate are not saving money; Columbia will incur stranded costs 

if the program were to run beyond March 31, 2004; and that due to the nature of the storage 

contracts, March, 2004 is a logical time to terminate the program. Columbia also seeks to limit 

marketer participation to those already participating; to no longer make customer lists available and 

to begin customer education on the termination of the Choice Program. VESI asserts that 

Columbia’s Application should not only be denied, but that the program should be extended 

permanently. 
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One of the goals of the Columbia Choice Program, as set forth by the Commission in its 

January 27, 2000 Order in this proceeding in this case, is that the Choice Program must offer 

customers the opportunity to save money on their gas bills. This in fact is occurring as admitted by 

Columbia when it makes its claim that customers in the aggregate are not saving. That implies that 

some customers are in fact enjoying the opportunity to save. Indeed, that is the case for the 

customers of the Buyers Coop who are saving on their gas bills. Moreover, questions must be raised 

as to the basis of Columbia’s claim and whether they have accurately considered data that looks at 

total saving over the life of the program since its inception. Further, there are other desirable 

attributes to the Choice program apart from cost savings. For example, rate stability for budgeting 

purposes is an important factor, especially for those on fixed incomes. Moreover, of greatest 

significance is what the customers think of the Choice Program. That 33% of the eligible customers 

or 46,095 customers have chosen to speak with their wallet, by switching from Columbia to a 

competitive marketer, clearly demonstrates the value customers believe they are deriving. This is 

especially true when one considers that the forces of customer inertia often work against customers 

exercising a choice and the program has been in effect for barely three years. 

With respect to Columbia’s claim as to stranded costs, insufficient data has been presented 

to substantiate its estimates. Moreover, stranded costs should not be recovered by Columbia unless 

Columbia can demonstrate that they are the net, verifiable, prudently incurred, reasonable and fully 

mitigated costs. In recovering these stranded costs, Columbia should not be allowed to earn in 

excess of its earningshharing cap. Once these costs are properly verified, then Columbia should be 

allowed to recover them in a competitively neutral manner such as through a non-bypassable 
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Columbia’s claim that due to the nature of its storage contracts the preferred time to 

terminate the program is March, 2004, is without merit. This is especially true, given that the 

original October, 2004 termination date corresponds to the termination date of most of its long-term 

contracts. 

As to Columbia’s request to initiate steps leading to termination of the program, they should 

not be adopted. No public purpose is served by limiting participation as proposed by Columbia. 

V. CONCLUSION 

Given the issues in controversy, Columbia’s petition should not be granted. In it its 

deliberations on this matter, the Commission will be aided by having before it, the marketers’ 

viewpoint and VESI is one of those marketers. 

WHEREFORE, VESI respectfully requests that the Commission grant its full intervention 

in this proceeding. 

Respectfully submitted, 
I 

Mary R. Harvilfe 
Reed Weitkamp Schell & Vice PLLC 
500 West Jefferson Street, Suite 2400 
Louisville, KY 40202 
Tel: 502/589-1000 
Fax: 502/562-2200 
E-mail: mharville@rwsvlaw.com 

Local Counsel for Volunteer Energy Services, Inc. 

Janine L. Migden 
Hahn Loeser & Parks, LLP 
1050 Fifth Third Center 
21 East State Street 
Columbus, OH 4321 5 
Tel: 6 14/233-5 120 
Fax: 6 14/233-5 12 I 
E-Mail: jlmigden@,hahnlaw.com - 
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CERTIFICATE OF SERVICE 

I hereby certify that copies of the foregoing Motion for Leave for Full 

InterventiodComments on Behalf of Volunteer Energy Services, Inc. were mailed, postage prepaid, 

to the persons shown on the attached service list on the 24'h day of July, 2003. 

k b 

Counsel for Vdm'teer Energy Services, Inc. 
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John W. Bentine 
Chester Willcox & Saxbe LLP 
65 East State Street, Suite 1000 
Columbus, OH 432 15-42 13 

Bobby Singh 
Chester Willcox & Saxbe LLP 
65 East State Street, Suite 1000 
Columbus, OH 432 15-42 13 

David F. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 21 10 
Cincinnati, OH 45202 

Douglas M. Brooks 
Senior Counsel Specialist, Reg. 
Louisville Gas and Electric Company 
220 W. Main Street 
P.O. Box 32010 
Louisville, KY 40232-2010 

Jack E. Burch 
Executive Director 
Community Action Council 
892 Georgetown Street 
P.O. Box 11610 
Lexington, KY 40576 

Ann Louise Cheuvront 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601 -8204 

James R. Cox 
209 Breckinridge Lane 
Louisville, KY 40207 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Building 3, Suite 110 
Cincinnati, OH 45202-1629 

Edward W. Gardner 
Director of Litigation 
Lexington-Fayette Urban 
County Government 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Richard M. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P.O. Box 14241 
Lexington, KY 405 12-424 1 

Stephen B. Seiple 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P.O. Box 14241 
Lexington, KY 405 12-424 1 

Richard S. Taylor 
225 Capital Avenue 
Frankfort, KY 4060 1 

Joe F. Childers 
20 1 West Short Street, Suite 3 10 
Lexington, KY 40507 
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IN THE MATTER OF: 

THE TARIFF FILING OF COLUMBIA GAS OF 1 JM 2 2003 
Pd3’ :c r - l,/ CE KENTUCKY, INC. TO IMPLEMENT A SMALL 1 

VOLUME GAS TRANSPORTATION SERVICE ) CASE NO. co;v,, $,&$J,V 

MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM. ) 

TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165 

MOTION FOR ADMISSION PRO HAC VICE 
OF MS. JANINE L. MIGDEN 

AND MEMORANDUM IN SUPPORT 

Now comes Mary R. Harville, an attorney licensed to practice law in the State of Kentucky, 

and hereby respectfully moves the Commission to admit Ms. Janine Migden of the firm of Hahn 

Loeser & Parks, LLP to practice before the Commission and appear on behalf of the intervenor, 

Volunteer Energy Services, Inc. in the above-captioned case. The basis for this Motion is more fully 

set forth in the attached Memorandum in Support. 

Respectfully submitted, 

Mary R. HarvilieJ 
Reed Weitkamp %hell& Vice PLLC 
500 West Jefferson Street, Suite 2400 
Louisville, KY 40202 
Tel: 502/589-1000 

E-mail: mharville@rwsvlaw.com 

Local Counsel for Volunteer Energy Services, Inc. 

Fax: 502/562-2200 
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Janine L. Migden 
Hahn Loeser & Parks, LLP 
1050 Fifth Third Center 
21 East State Street 
Columbus, OH 432 15 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 
THE TARIFF FILING OF COLUMBIA GAS OF 1 
KENTUCKY, INC. TO IMPLEMENT A SMALL ) 
VOLUME GAS TRANSPORTATION SERVICE 

MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM. ) 

) CASENO. 
TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165 

MEMORANDUM IN SUPPORT 

Mary R. Harville, an attorney licensed to practice law in the State of Kentucky, hereby 

respectfully moves the Commission to permit Ms. Janine L. Migden to appear and practice before 

the Commission as counsel for the Intervenor, Volunteer Energy Services, Inc. (“VESI”) in the 

above-captioned proceeding. Ms. Migden is a partner in the law firm of Hahn Loeser & Parks, LLP 

and has also represented VESI and other competitive retail natural gas suppliers before other 

regulatory agencies for similar matters. 

Ms. Migden’s business address is 1050 Fifth-Third Center, 21 East State Street, Columbus, 

OH 43215. She is a member in good standing of the Bar of the state of Ohio (Bar Number 

00023 10). 

Ms. Migden will continue to represent VESI in this proceeding until its final determination, 

unless permitted to withdraw sooner by order of the Commission or a court of competent 

jurisdiction. Further, Ms. Migden agrees that she shall be subject to the orders and amenable to the 

disciplinary action and jurisdiction of this Commission and the Kentucky State Bar in all respects. 



WHEREFORE, Mary R. Harville respecthlly moves the Commission to grant this Motion 

for Admission Pro Hac Vice. 

Respectfully submitted, 

r, 

Mary R. HandleJ 
Reed Weitkamp Schell & Vice PLLC 
500 West Jefferson Street, Suite 2400 
Louisville, KY 40202 
Tel: 502/589- 1000 
Fax: 502/562-2200 
E-mail: mharville@nvsvlaw. com 

Local Counsel for Volunteer Energy Services, Inc. 

CERTIFICATE OF SERVICE 

I hereby certify that copies of the foregoing Motion for Admission Pro Hac Vice of Ms. 

Janine Migden and Memorandum In Support were mailed, postage prepaid to the persons shown on 

the attached service list on the 24'h day of July, 2003. 

, 
Counsel for Voidteer Energy Services, Inc. 
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Service List 

John W. Bentine 
Chester Willcox & Saxbe LLP 
65 East State Street, Suite 1000 
Columbus, OH 43215-4213 

Bobby Singh 
Chester Willcox & Saxbe LLP 
65 East State Street, Suite 1000 
Columbus, OH 432 15-42 13 

David F. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 21 10 
Cincinnati, OH 45202 

Douglas M. Brooks 
Senior Counsel Specialist, Reg. 
Louisville Gas and Electric Company 
220 W. Main Street 
P.O. Box 32010 
Louisville, KY 40232-20 10 

Jack E. Burch 
Executive Director 
Community Action Council 
892 Georgetown Street 
P.O. Box 11610 
Lexington, KY 40576 

Ann Louise Cheuvront 
Assistant Attorney General 
1024 Capital Center Drive 
Frankfort, KY 40601-8204 

James R. Cox 
209 Breckinridge Lane 
Louisville, KY 40207 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Building 3, Suite 110 
Cincinnati, OH 45202-1629 

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

Richard M. Minch 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
200 1 Mercer Road 
P.O. Box 14241 
Lexington, KY 405 12-4241 

Stephen B. Seiple 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P.O. Box 14241 
Lexington, KY 405 12-424 1 

Richard S. Taylor 
225 Capital Avenue 
Frankfort, KY 40601 

Joe F. Childers 
20 1 West Short Street, Suite 3 10 
Lexington, KY 40507 
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COMMENTS AND TESTIMONY OF 
SCOTT WHITE, PRESIDENT, 
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20 

21 Q. 

22 

23 A. 

24 

25 

26 

27 

28 Q. 

29 A. 

30 

31 

32 

33 

PLEASE STATE YOUR NAME, ADDRESS, AND POSITION WITH INTERSTATE 

GAS SUPPLY, INC. 

My name is Scott White. My business address is 5020 Bradenton Avenue, Dublin, Ohio 

43017. I am the President of Interstate Gas Supply, Inc. (“IGS”). My responsibilities as 

President of IGS include supply and risk management, financing, and regulatory 

oversight. 

PLEASE SUMMARIZE YOUR BACKGROUND AND EXPERIENCE. 

My career has been in the natural gas industry. I graduated from Ohio University in 1988 

with a degree in finance and marketing. I serve on the Board of Directors of IGS, 

Kingston Oil and Gas, a natural gas production company of which IGS owns a 45% 

share, and Gatherco Inc., a gas gathering company of which IGS owns a 19% share. I am 

a member of the Ohio Gas Association and Ohio Oil & Gas Association, and through 

1 
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6 
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8 
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10 Q. 

11 

12 

13 A. 

14 

15 

16 

17 

18 Q. 

19 

20 A. 

21 

22 

these organizations, I am involved in and participate in the formation of natural gas 

policy. Marvin White and I started IGS in 1989, with just 18 commercial customers. 

IGS has since grown from a three-person company with just under $1 million in sales in 

1990, to a company with projected sales of over $500 million and serving over 500,000 

customers in Ohio, Pennsylvania, Kentucky, and Michigan. IGS is unique in that it is 

privately held, has no long-term debt, and relies on traditional bank financing. I attribute 

IGS’s success to our focus on customer service and an understanding of the gas industry 

that enables reliability and savings for end-users. 

HAVE YOU TESTIFIED PREVIOUSLY BEFORE ANY STATE PUBLIC SERVICE 

COMMISSION; AND IF SO, BREFLY DESCRTBE THE SUBJECT OF YOUR 

TESTIMONY. 

Yes, I have testified before the Public Utilities Commission of Ohio (“PUCO”) regarding 

the implementation of Sub. H. B. No. 9 (“H. B. 9”) and the formation of the PUCO’s 

H. B. 9 Rules that generally apply to suppliers, governmental aggregators, and utilities. 

H. B. 9 and the H. B. 9 Rules directly impact residential natural gas programs in Ohio. 

HAVE YOU TESTIFIED BEFORE ANY LEGISLATIVE BODY; AND IF SO, 

BRIEFLY DESCRIBE THE SUBJECT OF YOUR TESTIMONY. 

Yes, I was one of only two suppliers to testify before the Ohio House Energy Committee 

in January 2001, during the enactment of H. B. 9. In addition, I was invited to give 

testimony and opinions to the Ohio House of Representative’s Select Committee on 

2 
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Ohio’s Energy Policy concerning issues affecting energy markets and to provide input on 

the direction of Ohio’s energy policy. 

Q. PLEASE PROVIDE SOME BACKGROUND ABOUT IGS AND IGS’S EXPERIENCE 

WITH NATURAL GAS TRANSPORTATION AND SUPPLY. 

IGS was founded in 1989 by natural gas industry expert and deregulation pioneer Marvin 

White and myself, to develop and wholesale Ohio-produced natural gas to interstate gas 

marketers and brokers. Marvin White, a former President and CEO of Columbia Gas of 

Ohio, Inc. (“COH’) is a well-known expert in the natural gas industry, having worked for 

over forty years at COH. He instituted the first “Self Help” natural gas program in the 

United States (gas transportation for non-residentials), working hand-imhand with the 

PUCO. The program enabled COH to act solely as the transporter of ga;, enabling local 

gas producers to sell their product directly to industrial customers. This Self Help 

program was the precursor to today’s deregulated natural gas industry. 

A. 

In 1992, the company shifted its focus to include retailing natural gas directly to the end- 

user market. Today, IGS is one of the leading suppliers of natural gas in the states of 

Kentucky and Ohio, supplying over a thousand of the largest natural gas consumers in the 

states, including industrial, institutional, and large commercial end-users. With the 

introduction of natural gas restructuring and the availability of supplier choices to 

residential customers, IGS now supplies more than 500,000 homes and small businesses 

in many states, including in Kentucky, Michigan, Pennsylvania and Ohio, with their 

natural gas commodity, in the aggregate saving consumers millions of dollars annually. 
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Q. 

A. 

WHO ARE SOME OF IGS'S REPRESENTATIVE CUSTOMERS? 

IGS proudly serves thousands of end-users, including, The State of Kentucky, The City 

of Ashland, Kentucky, Kentucky State University, The Cleveland Clinic, Ohio 

University, The Ohio Hospital Association, Allied Signal Automotive, General Mills, 

Bob Evans Stores, Velvet Ice Cream, Scotts Lawn and Garden, and Wal-Mart Stores to 

name a few, and over 500,000 residential and small commercial consumers in various 

choice programs in various states. 

Q. GENERALLY SPEAKING, WHAT ARE CHOICE PROGRAMS? 

A. Residential and small commercial transportation programs, such as tlle Columbia Gas of 

Kentucky Inc. ("CKY" or "Columbia") small volume transportation program, which was 

approved by the Commission as a pilot program by orders issued January 27, 2000, 

March 6, 2000, and May 19, 2000, in Case No. 1999-00165, are commonly called 

"choice" programs (the CKY Program, "Choice Program"). As background information, 

under deregulation there are four major natural gas industry participants: producers, 

transmission companies, local distribution companies ("LDC"), and suppliers. Producers 

are natural gas production companies that explore and develop natural gas reserves. 

Transmission companies transport the gas from the production and storage fields to 

various delivery points across the United States through a network of high-volume and 

high-pressure pipelines. LDCs own and operate pipeline systems that are connected to 

transmission pipelines, to take delivery of gas from transmission pipelines for redelivery 

to end-users, which include residential, commercial, and industrial consumers. Suppliers 

act as intermediaries between gas buyers and end-users, and all the other above- 
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mentioned segments of the industry. Suppliers are also referred to as gas marketers or 

gas brokers. Suppliers coordinate the sale and delivery of natural gas from the wellhead 

to end-users’ facilities, including the ancillary delivery services, such as the nominating 

and scheduling on the transmission and distribution networks, necessary to deliver gas to 

the end-user. 

On LDCs that permit or have been required to allow competitive shopping, consumers 

can commonly purchase their natural gas commodity either as tariff customers (the non- 

competitive alternative) or as gas transportation customers (the competitive shopping 

alternative). This competitive shopping transportation alternative for residential and 

small commercial customers is frequently referred to as “choice” instead of gas 

transportation. Choice and other transportation consumers can continue to purchase their 

natural gas from the LDC, which is generally referred to as purchasing “tariff“ gas or 

“GCR’ service. Alternatively, consumers can choose to shop for the natural gas 

commodity and transmission capacity along with related services in the competitive 

market. Under either alternative, only the charges associated with the commodity and the 

transmission and associated charges are subject to competition. The charges for 

distribution and associated ancillary components are regulated and are not subject to 

competitive procurement. Whether the end-user purchases the gas commodity from the 

LDC or another supplier, the LDC will continue to perform the standard LDC functions, 

such as read meters, respond to emergencies, and maintain the LDC-owned distribution 

pipeline systems. 
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Choice and transportation programs are a reliable, competitive alternative to GCR 

service. Consumers seeking to reliably save money opt to purchase their natural gas 

supplies through transportation or choice programs. 

HAS IGS BEEN INVOLVED IN THE FORMATION OF CHOICE PROGRAMS OR 

AFFECTING NATURAL GAS POLICY IN GENERAL? 

Yes, IGS has been involved in the formation of choice programs and in affecting natural 

gas policy. I, on behalf of IGS, was involved in the formation of the Vectren Energy 

Delivery of Ohio (“VEDO’) choice program. In fact, the Staff of the PUCO directed 

VEDO to request my involvement in the VEDO choice program settlement negotiations 

to present a voice for suppliers. The Staff of the PUCO wanted my involvement to form 

a choice program that would attract supplier participation and encourage customer 

switching. The VEDO choice program was approved by the PUCO by a Finding and 

Order, issued on August 22,2002, Case No. 02-1566-GA-ATA that approved a stipulated 

settlement between VEDO and interested stakeholder parties consisting of suppliers, 

governmental aggregators, and consumer advocates, similar to this Commission‘s 

approval of the stakeholder supported CKY Choice Program. VEDO has opened their 

system to choice, and enrollments are rising. 

I was also involved in the effectuation of Ohio legislation, referred to as H. B. 9, that 

provided a means to petition the PUCO to open an LDC’s system to choice, allowed for 

governmental aggregation, and gave authority to the PUCO to oversee choice suppliers. I 
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was involved in the PUCO’s formation and effectuation of its H. B. 9 Rules that 

generally apply to choice suppliers, governmental aggregators, and LDCs. I am also 

involved in the COH “collaborative,” a collection of interested parties that interact with 

COH to resolve COH’s system management and policy issues, including the operation of 

the COH choice program. 

WHAT IS IGS’S PARTICPATION IN CHOICE PROGRAMS? 

IGS is the largest supplier in the CKY Choice Program. Currently, IGS serves 

approximately 39,000 CKY Choice Program customers. IGS is one of the largest 

participants on COH’s choice program, serving over 150,000 customers. IGS has a small 

involvement in the Columbia Gas of Pennsylvania (“CPA”) choice program. CKY, CPA, 

and COH are all Nisource, Inc. (“Nisource”) companies, and notably, the COH and CPA 

choice programs predated and served as models for the CKY Choice Program. IGS also 

serves a substantial number of customers through the Dominion East Ohio (“Dominion”) ’ 

choice program, the Michigan Consolidated Gas Co. (“MichCon”) choice program and 

the Cincinnati Gas & Electric (“CG&E”) choice program. 

HAS IGS MADE ANY FILINGS IN THIS PROCEEDING AND WHAT WAS YOUR 

INVOLVEMENT WITH THESE FILINGS? 

Yes, ICs has made numerous filings in this proceeding, including: the Petition to 

Continue and Make Permanent the Choice Program of Columbia Gas of Kentucky, Inc. 

filed by Interstate Gas Supply (“IGS’s Petition”), filed on June 12, 2003, attached hereto 
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as Exhibit A, the Letter from IGS Explaining the Lack of Reference to Columbia's 

Petition, filed July 8, 2003, attached hereto as Exhibit B, and IGS's First Set of Discovery 

to Columbia Gas of Kentucky, Inc. ("IGS's Discovery to CKY"), filed July 11, 2003, 

attached hereto as Exhibit C. I assisted with the preparation of each of these filings and 

prepared portions of these filings. I reviewed and verified each of these filings for 

content and accuracy. 

ARE EXHIBITS A, B, AND C TRUE AND ACCURATE COPES OF THE FILINGS? 

Yes, Exhibits A, B, and C are true and accurate copies of the filings. 

IGS MOVES TO INTRODUCE EXHIBITS A, B, AND C .  

DID IGS REFER TO CKY'S REQUEST TO TERMINATE ITS CHOICE PROGRAM 

IN IGS'S FILINGS IN THIS PROCEEDING? 

Yes, CKY filed its Motion of Columbia Gas of Kentucky, Inc. Requesting Authority to 

Terminate its Small Volume Transportation Service on June 6, 2003 ("CKYs Motion"), 

Exhibit D hereto. IGS referred to CKY's Motion only in preparing IGS's Discovery to 

CKY. For the reasons set forth in IGS's July 8, 2003 letter to the Commission, IGS did 

not refer to CKY's Motions for IGS's filings prior to IGS's Discovery to CKY. 

IS EXHIBIT D A TRUE AND ACCURATE COPY OF THE FILING? 

Yes, Exhibit D is a true and accurate copy of the filing. 
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IGS MOVES TO INTRODUCE EXHIBIT D. 

DID IGS REFER TO CKY'S ANNUAL REPORTS IN ITS FILINGS IN THIS 

PROCEEDING? 

Yes, IGS referred to all three CKY Choice Program Annual Reports in its filings in this 

proceeding, which are attached hereto as Exhibits E, F, and G. 

ARE EXHIBITS E, F, AND G TRUE AND ACCURATE COPIES OF THE FILINGS? 

Yes, Exhibits E, F, and G are true and accurate copies of the filings. 

IGS MOVES TO INTRODUCE EXHIBITS E, F, AND G. 

DOES IGS WANT TO GROW AS A CHOICE PROGRAM SUPPLIER? 

Yes, IGS wants to grow as a choice supplier. IGS believes that restructuring and opening 

access can provide reliable competitive alternatives and savings to residential and small 

commercial consumers, over the LDC standard offer GCR service. For example, across 

rate products, IGS's choice consumers participating in CKY Choice Program have 

captured significant savings. But perhaps more importantly, a robust competitive market, 

such as choice, allows end-users to have more control over shopping for their natural gas 

needs. For example, consumers can select a fixed price product or a percentage savings 

off the GCR product, or can simply choose not to shop and stay with the GCR service 

product. Many consumers, such as small commercial end-users, select the fixed price 

product for a term, because it shields them from the price swings associated with GCR 
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service and allows for certainty in budgeting. The fixed price option brings value to 

customers, even if the comparable rates end up being higher sometimes. Supplying 

choice consumers can also be profitable for IGS. Therefore, IGS desires to grow on 

choice programs of LDCs whose programs appear to offer reliability and operational 

flexibility. As an indication of IGS's commitment to serving choice programs, IGS has 

made substantial investments both in software and in developing a customer service 

department to assist IGS's choice customers. In fact, CKY inspected IGS's facilities on 

February 2 1,2002, and commended IGS's competency in communicating, educating, and 

responding to the CKY Choice Program customers served by IGS. 

Q. 

A. 

WHAT ARE THE SIX GOALS OF THE CKY CHOICE PROGRAM? 

As set forth in the Commission's January 27,2000, Order, in Case No. 1999-00165 at pg. 

3, the goals of the CKY Choice Program are as follows: 

1. The program must provide an "opportunity" for customers to save money on their gas 

bills. 

2. The program should provide marketers with as much flexibility as possible to provide 

customers savings by allowing marketers to serve customers using their own interstate 

pipeline capacity. 

3. The program should be revenue neutral for Columbia and allow Columbia to recover 

its stranded costs and incremental program expenses. 

4. The recovery of stranded costs must be as transparent to the customer as possible to 

permit the customer to make a clear and understandable choice between the marketer's 

offer and Columbia's sales rate. 
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5. Customers who choose to continue to purchase their gas supply using Columbia's 

traditional sales service should not incur any additional charges because of the 

implementation of the Customer Choice Program. 

6. Customer education is critical to the success of the program and customers must have 

an opportunity to learn about the program for a period of time before they begin to 

receive offers from marketers. 

Q. DOES IGS BELIEVE THAT THE CKY CHOICE PROGRAM HAS ACHIEVED ALL 

SIX GOALS? 

Yes, IGS believes that the CKY Choice Program has achieved all six goals. A. 

Q. WHY DOES IGS BELIEVE THAT THE CKY CHOICE PROGRAM HAS ACHEIVED 

ITS GOAL OF PROVIDING CONSUMERS WITH THE "OPPORTUNITY" TO SAVE 

MONEY? 

IGS believes that the CKY Choice Program has not only achieved its goal of providing 

customers with the "opportunity" to save money, but the program has actually saved 

customers money. Contrary to Columbia's suggestion, there have been significant 

savings to consumers. These savings have been achieved even though the Commission 

designed the Choice Program so that marketers compete against Columbia's actual gas 

costs, as reduced by capacity release revenues, rather than maintaining sales customers' 

demand costs at a historic level to make marketers' gas cost more attractive. Through 

May 2003, IGS estimates that it has provided its customers with savings of approximately 

A. 
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$3.1 million, while satisfying IGS’s supply obligations to Columbia and contractual 

commitments to IGS’s enrolled customers. 

Q. GENERALLY, IS THE VALUE OF THE CHOICE PROGRAM AND THE 

“OPPORTUNITY” TO SAVE LIMITED SOLELY TO ACTUAL SAVINGS? 

No, it is IGS’s experience that savings are not the only factors important to Choice 

Program consumers. Choice consumers can ensure savings compared to the GCR by 

selecting a percentage savings off the GCR rate product. However, many do not, and 

instead select a fixed price rate product, because just as important as savings to many 

consumers is the ability of Choice Program suppliers’ to provide them with the certainty 

of fixed prices to shield them from the volatility of Columbia’s variable price. Much like 

the homeowner who enters into a fixed-rate mortgage for a longer term, even if the 

interest rate is higher than the short-term variable rate, and locks in that rate to have price 

certainty over a longer term, the choice program consumer that chooses a fixed priced 

rate shields itself from the variable short-term GCR rate of CKY. Moreover, by fixing 

their rate relative to Columbia’s variable commodity costs, consumers capture their 

“opportunity” to save as compared to the volatility of Columbia’s rising and falling 

variable commodity costs. For example, while CKY’s summer commodity price may be 

lower than a supplier’s fixed price, the supplier’s fixed price is likely to be lower than 

CKY’s winter commodity price, when consumer consumption is at its peak. Therefore, 

IGS believes that guaranteed savings to consumers is not the only important aspect of the 

Choice Program. 

A. 
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HAS THE CHOICE PROGRAM MET ITS GOAL OF PROVIDING MARKETERS 

WITH AS MUCH FLEXIBILITY AS POSSIBLE TO CAPTURE SAVINGS FOR 

CONSUMERS BY ALLOWING MARKETERS TO USE THEIR OWN INTERSTATE 

PIPELINE CAPAClTY? 

Yes, in the context of operating under "Phase I" and the subsequent stipulation and 

settlement, the Choice Program has met its goal of providing marketers with as much 

flexibility as possible to capture savings for consumers by allowing marketers to use their 

own interstate pipeline capacity. In its application in Case No. 2002-00117, on pg. 3, 

Columbia "propose[d] that capacity assignment would become mandatory for all Choice 

customer demand," which would have violated the capacity flexibility goal of the Choice 

Program. (Emphasis added.) However, in Case No. 2002-00017, the Commission 

subsequently approved IGS' s and Columbia's stipulation that established a methodology 

that assures capacity flexibility for marketers under "Phase I", in satisfaction of another 

program goal, as indicated in Columbia's third Choice Program annual report. 

HAS THE CHOICE PROGRAM MET ITS GOAL OF THE CHOICE PROGRAM 

BEING REVENUE NEUTRAL TO CKY? 

Yes, the Choice Program has met its goal of assuring revenue neutrality to CKY. To keep 

Columbia revenue-neutral with regards to the Choice Program, the Commission's March 

6, 2000, Order in Case No. 1999-00165 clarified that Columbia may recover all prudent 

program costs that could not be mitigated. Further, in the Commission's May 19, 2000, 

Order in Case No. 1999-00165, as an incentive for Columbia to administer the Choice 

Program, the Commission approved, generally, Columbia's proposal to receive twenty- 
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five percent (25%) of the off-system sales revenues associated with the stranded cost 

mitigation mechanism in exchange for absorbing any excess costs remaining in the 

stranded cost pool. Inasmuch as the Commission has permitted Columbia to recover all 

prudently incurred program costs and, in the context of the Columbia proposed incentive- 

sharing proposal, the Choice Program has been revenue-neutral to Columbia, which 

meets another program goal. 

Q. IN RETANING THE CHOICE PROGRAM, SHOULD CKY'S REVENUE 

NEUTRALITY NEEDS BE SATISFBD? 

A. Yes, in retaining the Choice Program, CKY's revenue neutrality needs should be 

satisfied. However, in CKY's case, any deficiency in revenue neutrality to CKY or over- 

funding of stranded costs is due to the Columbia proposed off-system-sales revenue 

sharing scheme. The Commission should note that other solutions to assuring revenue 

neutrality exist, including as an example only, the one proposed by The National Energy 

Marketers Association ("NEM") in its Request to Intervene, quoted below: 

With respect to stranded costs, NEM submits that revenues lost due to 
migration should be calculated and netted against benefits after actual 
migration has occurred. NEM submits that once the Commission 
determines that a reasonable migration level has occurred, then a 
calculation of the difference between the revenues that the utility would 
have received using fully embedded cost-based rates and the revenues 
actually received by the utility due to lost sales of specific services from 
the menu of competitive products, services, information and technology 
that each customer actually elects to purchase from a competitive supplier 
should be compared to determine the maximum amount of potentially 
"qualifying revenue losses" that must be netted against benefits and 
thereafter may be arguably recoverable, subject to the following 
qualifications: 

1. The utility must show that the costs are material. 

14 
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2. The utility must demonstrate that they have productively 
managed and reasonably mitigated costs in the subject 
areas. 

3. The utility must not be earning in excess of their 
earnings/sharing cap, and 

4. The.  utility must identify specifically which costs or 
revenue losses are a result of (a) the utility being required 
to provide Provider of Last Resort services and/or (b) the 
utility's need to provide fully bundled services to customers 
that do not migrate, and 
The utility must quantify the net benefits associated with 
the costs saved by not serving migrating load. 

5 .  

After the qualifying revenue losses have been calculated in this fashion, 
Columbia should file with the Commission a proposal to recover these 
costs, if any, in the form of a competitively neutral charge spread properly 
over all users of its distribution system. 

Leave for Full Intervention of the National Energy Marketers Association at pgs. 4-5. 

In considering the continuation of the Choice Program, the Commission may desire to 

consider other mechanisms for mitigating and recovering stranded costs, as alternatives to 

the existing CKY proposed revenue sharing mechanism. 

DOES IGS AGREE WITH CKY'S ASSERTION THAT IT WOULD INCUR 

SUBSTANTIAL STRANDED COSTS IF THE PROGRAM WERE PERMITTED TO 

CONTINUE BEYOND MARCH 31, 2004, AND THEREBY VIOLATE THE 

REVENUE NEUTRALITY PRINCIPLE EMBODIED IN THE ORDER 

ESTABLISHING THE PROGRAM? 

15 
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No. IGS does not agree with CKY's assertion that CKY would incur substantial stranded 

costs if the program were permitted to continue beyond March 31, 2004, and thereby 

violate the revenue neutrality principle embodied in the order establishing the program. 

WHY NOT? 

Columbia asserts that it would incur substantial stranded costs if the program were 

permitted to continue beyond March 31, 2004, and thereby violate the revenue neutrality 

principle embodied in the order establishing the program. However, Columbia notes that 

stranded costs are currently over-funded by $1.67 million. Columbia also projects that 

for the period of May 2003 through March 2004 it will accrue further stranded cost over- 

funding in the amount of $542,403. As a result, Columbia projects total stranded cost 

over-funding of $2,215,219 by March 2004. Thus, while asserting the potential absence 

of revenue neutrality, Columbia has failed to provide any evidence that it will in fact 

incur these potential "substantial" stranded costs, instead of the continued net benefit to 

Columbia due to the sharing of revenues from the over-funded stranded cost recovery. 

HAS THE CHOICE PROGRAM ACCOMPLISHED ITS GOAL THAT RECOVERY 

OF STRANDED COSTS MUST BE AS TRANSPARENT TO THE CUSTOMER AS 

POSSIBLE TO PERMIT THE CUSTOMER TO MAKE A CLEAR AND 

UNDERSTANDABLE CHOICE BETWEEN THE MARKETER'S OFFER AND 

COLUMBIA'S SALES RATE? 
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A. Yes, IGS believes that the Choice Program has accomplished its goal that recovery of 

stranded costs be as transparent to the customer as possible to permit the customer to 

make a clear and understandable choice between the marketer’s offer and Columbia’s 

sales rate. Indeed, Columbia’s second Choice Program annual report, on pg. 4, 

acknowledges the accomplishment of the program’s goal that the recovery of stranded 

costs must be as transparent to the customer as possible to permit the customer to make a 

clear and understandable choice between the marketer’s offer and Columbia’s sales rate. 

Further, Columbia’s third Choice Program annual report does not take issue with the 

prior report. 

Q. HAS THE CHOICE PROGRAM ACCOMPLISHED ITS GOAL THAT CUSTOMERS 

WHO CHOOSE TO CONTINUE TO PURCHASE THEIR GAS SUPPLY USING 

COLUMBIA’S TRADITIONAL SALES SERVICE SHOULD NOT INCUR ANY 

ADDITIONAL CHARGES BECAUSE OF THE IMPLEMENTATION OF THE 

CHOICE PROGRAM? 

Yes, IGS believes that the Choice Program has accomplished its goal that customers who 

choose to continue to purchase their gas supply using Columbia’s traditional sales service 

should not incur any additional charges because of the implementation of the Choice 

Program. Again, Columbia’s second Choice Program annual report, on pg. 4, 

acknowledges the accomplishment of the program goal, namely that customers who 

choose to continue to purchase their gas supply using Columbia’s traditional sales service 

should not incur any additional charges because of the implementation of the Choice 

A. 
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Program. Further, Columbia’s third Choice Program annual report does not take issue 

with the prior report. 

Q. HAS THE CUSTOMER EDUCATION GOAL OF THE CHOICE PROGRAM BEEN 

MET? 

In the January 27, 2000, Order in Case No. 1999-00165, approving the Choice Program, 

the Commission indicated, “Columbia’s goal regarding customer education is of 

paramount concern to the Commission . . . [and] its importance to the ultimate success of 

the Customer Choice program cannot be understated.’’ IGS agrees with the Commission 

that customer education is a critical goal. The Choice Program has achieved its customer 

education goal. 

A. 

Consumers are well aware of the Choice Program, and there is a strong customer demand 

for its various benefits. For example, as of May 2002, Columbia’s second Choice 

Program annual report indicates that 50,834 customers, representing 36% of eligible 

customers, had enrolled. As of May 2003, Columbia’s third Choice Program annual 

report indicates that 46,095 customers or 33% of eligible customers had enrolled. 

Evidencing the satisfaction of this key program goal, Columbia’s second Choice Program 

annual report, on pg. 12, acknowledges that “[rlesearch conducted in late 2000 indicated 

strong awareness of the Customer Choice among Columbia Gas of Kentucky customers. 

As a result, the focus of the company’s customer education efforts during 2001 shifted to 

keeping customers informed of specific elements of the Choice Program at their request.” 

Columbia’s third Choice Program annual report does not disagree. 
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Q. 

A. 

Q. 

A. 

DOES IGS BELIEVE THAT THE PILOT CKY CHOICE PROGRAM IS A SUCCESS? 

Yes, IGS believes that the pilot CKY Choice Program is a success. 

WHY DOES IGS BELIEVE THAT THE PILOT CKY CHOICE PROGRAM IS A 

SUCCESS? 

The Commission promoted and encouraged LDCs to unbundle retail rates and service for 

natural gas services in Administrative Case No. 367, 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. In that matter, the 

Commission indicated that any utility proposing a customer choice or rate unbundling 

program must, among other matters, demonstrate that there had been sufficient input and 

support from its stakeholders. Supported by stakeholder input, Columbia proposed its 

current Choice Program in this docket. The Commission approved the Choice Program, 

as a pilot program, and retained regulatory oversight over the program by its Order of 

January 27,2000. 

In approving the Choice Program, the Commission indicated that the program's design 

appeared to indicate that it would achieve the six stated goals for the program. As 

implemented, the Choice Program, in fact, has achieved these six stated goals as 

discussed above. Further, since its implementation as a pilot program, the Choice 

Program has been physically reliable and desirable to consumers, indicated by the robust 

customer participation rates, various product offerings, and demonstrable customer 
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Q. 

A. 

savings, Therefore, the pilot Choice Program has been a success, and should be 

permanently continued. 

WHAT DOES THE 33% OF ELIGlBLE CONSUMERS’ ENROLLMENT RATE 

SUGGEST TO IGS, BASED ON IGS’S PARTICIPATION IN OTHER CHOICE 

PROGRAMS IN OTHER STATES AND OTHER LDCs? 

The 33% participation level indicates the success of the Choice Program and success of 

the educational efforts concerning the same. However, apparently in a preemptive effort 

to discredit the success and desirability of the program, in its third Choice Program 

annual report to the Commission, on pg. 2, despite the 33% participation level, Columbia 

asserts that customer “interest in the Program has subsided,” merely because participation 

has dipped by 4,739 customers from last year’s 36% participation level. While it may be 

factually true that the number of customers declined from May 2002 to 2003, it is also 

true that IGS discontinued accepting new enrollments pending resolution of Columbia’s 

restrictive mandatory capacity filing. Upon settlement of the mandatory capacity issue, 

IGS began accepting new enrollments in late April, which caused participation to 

increase by approximately 1,843 customers from April 1 through July 10, 2003. This is 

an increase of 5.75% in the number of customers served by IGS, which contrary to 

Columbia’s assertion, and notwithstanding the approaching end of the pilot Choice 

Program, indicates strong customer demand for the Choice Program. 

The 33% participation level also indicates that Choice Program consumers desire the 

choices and value-added offerings associated with the program. Indeed, the 33% 
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customer participation level is generally robust, but is especially noteworthy, given the 

uncertainty as to the future of the pilot Choice Program, which uncertainty has the effect 

of limiting suppliers’ offers to consumers and the willingness of new suppliers and 

customers to participate in the program. Inasmuch as the Choice Program is a pilot, not a 

permanent, program, most marketers have been reluctant to commit resources to enter 

and participate in the Columbia market. Further, Columbia’s actions, such as its efforts 

to reduce capacity flexibility, its request to not allow new suppliers and, of course, its 

request to terminate early, have discouraged supplier entry and participation in the 

Choice Program. Accordingly, the 33% customer participation level in the Choice 

Program is actually outstanding. The sheer volume of customer switching clearly 

indicates that consumers value their participation in the Choice Program, and this makes 

the pilot program a Success. 

Q. TO WHAT FACTORS DOES IGS ATTRIBUTE THE ROBUST COSUMER 

PARTICIPATION RATES AND ATTRACTIVENESS OF THE CHOICE PROGRAM 

TO CONSUMERS? 

The Choice Program affords consumers a choice of commodity suppliers, including the 

default choice of Columbia’s traditional sales service. The Choice Program also affords 

consumers a choice of price options, such as the fixed price option that enables price 

certainty over a term, or the percentage savings option that enables consumers to save a 

stated percentage as compared to Columbia’s price. The Choice Program’s competition 

provides a further incentive for Columbia to provide good customer service and to keep 

down its commodity costs. 

A. 
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Q. HOW HAS IGS CONTRIBUTED TO THE SUCCESS OF THE CKY CHOICE 

PROGRAM? 

IGS has contributed to the success of the Choice Program by committing efforts, 

resources, and investments to the program. It is clear that as the largest supplier on 

Columbia’s Choice Program, IGS has contributed significantly to, and has a substantial 

stake in, the success of the program. IGS’s participation and value-added offerings have 

contributed to customer education and to the high consumer participation rates. Indeed, 

all choice eligible customers have received from IGS at least three separate educational 

mailers since the beginning of the program. As a further indication of IGS’s commitment 

and contribution to the Choice Program, IGS has made substantial investments in both 

software and in developing a customer service department to serve and assist IGS’s 

enrolled consumers. Indeed, Columbia’s representatives visited IGS’s facilities, and 

commended IGS ’s competency in communicating, educating, and responding to the 

Choice Program consumers served by IGS. 

A. 

Q. WHAT DOES IGS BELIEVE WOULD BE THE EFFECT ON KENTUCKY 

CONSUMERS, IF CKY IS PERMITTED TO TERMINATE THE CHOICE 

PROGRAM? 

Despite all of the successes of the Choice Program and the demonstrative desire of 

consumers for its benefits, permitting Columbia to terminate the Choice Program will 

stifle competition in Kentucky in the provision of commodity service and will deny 

Kentucky consumers the various price options as well as the savings and benefits that 

choice consumers enjoy in other states and on other LDCs, including Columbia’s other 

A. 
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Nisource LDCs. Columbia would thereby deny its Kentucky customers the benefits and 

savings of the Choice Program, while its affiliated Nisource subsidiary, Columbia Ohio 

(or “COH’) would continue to promote its choice program as a mechanism for its Ohio 

consumers to save money on their energy bills. 

For example, in an October 10,2002 press release, the Customer Contact Center Manager 

for Columbia Ohio said: 

Columbia [Ohio] also offers a number of suggestions and options so 
customers can better manage their energy bills: [including] . Customer 
CHOICE (SM) - This voluntary program gives customers the 
opportunity to purchase their natural gas from suppliers other than 
Columbia Gas. About 500,000 Columbia customers have chosen to 
participate in Customer CHOICE (SM) and have saved approximately 
$127 million. 

See, http://www.columbiagasohio.com/news/releases/index.asp?int_ArticleID=18 

Further, in June 2003, COH made available an update of the status of the COH CHOICE 

Program. Based on this update, COH reported that customers have saved over $149 

million by participating in choice through April 2003. COH also reported that 531,254 

residential customers, approximately 43% of those eligible participated, and 49,26 1 

commercial customers, approximately 46% of those eligible participated. 

Q. WHY DOES IGS BELIEVE THAT CKY DESIRES TO TERMINATE THE CHOICE 

PROGRAM? 

Columbia may desire to terminate the Choice Program because of its own risky business A. 

decision to propose an incentive-based stranded cost mitigation scheme, which although 

at present is profitable, is apparently volatile in terms of the revenues for CKY. This 

23 

http://www.columbiagasohio.com/news/releases/index.asp?int_ArticleID=18


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

scheme allows Columbia to engage in off-system-sales transactions and keep 25% of the 

revenues from the off-system-sales, in exchange for taking the risk to absorb stranded 

costs that Columbia is unable to mitigate. 

For example, Columbia’s response to Question No. 2(b) of the Commission Staffs May 

28, 2002, data request in Case No. 2002-00117, In the Mutter of: THE FILING OF 

COLUMBIA GAS OF KENTUCKY, INC. TO REQUIRE THAT MARKETERS IN THE 

SMALL VOLUME GAS TRANSPORTATION PROGRAM BE REQUIUED TO ACCEPT 

A MANDATORY ASSIGNMENT OF CAPACITY, suggests that from the inception of the 

Choice Program through March 2002, Columbia had absorbed $1,804,236 1 .OO in stranded 

costs, due to the Columbia proposed incentive-sharing stranded cost mitigation proposal. 

Apparently, off-system and other revenue opportunities lagged stranded costs as follows: 

(1) Year 2000 - stranded costs = $594,150.00 - revenue opportunities = $220,568.00; (2) 

Year 2001 - stranded costs = $6,184,137.00 -revenue opportunities = $5,141,321.00; (3) 

Year 2002 (March) - stranded costs = $2,591,678.00 - revenue opportunities = 

$2,203,215.00. Columbia’s second Choice Program annual report on pg. 13 also suggests 

that Columbia had absorbed $1,804,86 1 .OO in stranded costs because off-system and 

other revenue opportunities lagged stranded costs as follows: (1) stranded costs = 

$9,369,965.00, and (2) revenues to offset stranded costs = $7,565,104.00. Columbia, 

however, incurred those costs, at that time, because it made a business decision to assume 

this risk in exchange for the opportunity for revenues from off-system-sales transactions. 
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The volatility in the gas marketplace, clearly, does not assure positive revenues from off- 

system sales for Columbia. For example, in its first Choice Program annual report, 

Columbia reported that off-system-sales revenues, to offset stranded costs of 

$2,001,151.00, exceeded stranded costs of $1,511,077. However, in the second year of 

the program, Columbia incurred stranded costs, which may help explain why Columbia’s 

second Choice Program annual report indicates discontentment with the Choice Program, 

in contrast to its first annual report in which Columbia reported being extremely pleased 

with the Choice Program. Now, in the third year, Columbia’s Choice Program annual 

report indicates that revenue to off-set stranded costs, of $19,616,583, exceed incurred 

stranded costs, of $17,943,767. This volatility in off-system sales revenues relative to 

stranded costs may indicate Columbia’s desire to terminate the Choice Program due to a 

business decision that did not turn out as well as expected. 

Q. ARE THERE ANY OTHER INDICATIONS THAT CKY’S DESIRE TO TERMINATE 

THE CHOICE PROGRAM ARE REVENUE DRIVEN? 

Yes, in its motion to terminate the program, CKY’s requests that the Commission allow 

CKY to return to the pre-Choice Program Gas Incentive Program also suggests that 

A. 

CKY’s desire to terminate the Choice Program is revenue driven. The pre-Choice 

Program mechanism allowed CKY to retain 35% of the off-system sales revenues, while 

crediting only 65% of the revenues to sales customers through CKY’s Gas Cost 

Adjustment mechanism. The pre-Choice Program incentive mechanism also included 

sharing of revenues for CKY from capacity releases, but upon satisfaction of a certain 

benchmark. Also, the pre-Choice Program mechanism, apparently, was without any 
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Columbia did not indicate that any supplier had defaulted during that period, despite 

acknowledging, on pg. 2, challenging conditions due to “[tlight supplies causing higher 

wholesale natural gas prices combined with record-breaking cold temperatures in 

December.” Indeed, as an example of the supplier diversity of a competitive market and 

an early test to the design of the Choice Program, on pgs. 1 and 2 of its first annual 

report, Columbia indicates that it successfully managed the default of two marketers, 

most of whose customers subsequently enrolled with other marketers. Further, the re- 

enrollment with other marketers by the defaulted consumers strongly suggests the desire 

of consumers for the Choice Program. Therefore, IGS disagrees with Columbia’s 

assertion that the Choice Program adversely affects reliability. 

Q. IS CKY’S DESIRE TO TERMINATE THE CHOICE PROGRAM CONTRARY TO 

THE COMMISSION’S POLICY? 

Yes, Columbia’s desire to terminate its functional and popular Choice Program is 

contrary to the Commission’s policy. In its July 1, 1998, Order in Administrative Case 

No. 367, the Commission stated that while the extent of customer benefit is not yet clear, 

the Commission supports the concept of customer choice programs targeted at residential 

and small commercial customers. The Commission also stated that as long as customers 

continue to receive safe and reliable gas service, the reasonableness of gas commodity 

cost as provided in a competitive environment can be determined by the market. The 

Commission added that it believes that customers may fare better with the addition of 

alternative suppliers of the commodity, and will have the added benefit of the innovation 

in products and services that competition inevitably brings. 

A. 
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By designing the Choice Program to maintain the integrity of the merchant and 

distribution functions, ensuring safe and reliable gas service and reasonable gas 

commodity costs, and providing residential and small commercial consumers with a 

competitive environment with choices of suppliers and price product options, the Choice 

Program has successfully implemented this policy. Choice consumers in Kentucky, as in 

neighboring states, have fared better with the addition of alternative suppliers of 

commodity and competitive products and services, as indicated, for example, by the 

savings and products, such as the stable fixed price and guaranteed savings rate options. 

Under these circumstances, the Choice Program should be continued and made 

permanent, and accordingly, Columbia's desire to terminate the Choice Program is 

contrary to the Commission's policy and bad for Kentucky consumers. 

Q. SHOULD THE COMMISSION RETAIN AN OUTSIDE CONSULTANT TO REVIEW 

ALL ASPECTS OF COLUMBIA'S CHOICE PROGRAM, AS INDICATED, ON PG. 7, 

IN THE COMMISSION'S JANUARY 27, 2000 ORDER IN CASE NO. 1999-00165 

THAT APPROVED THE CHOICE PROGRAM? 

Yes, the Commission should retain an outside consultant to review all aspects of the 

Choice Program. For example, an independent, outside consultant would be helpful in 

clarifying the discrepancy and apparent inaccuracy of Columbia's calculation 

methodology as compared to IGS's Choice Program experience and savings calculations. 

The consultant would also be helpful in reviewing all costs and operations of the 

program, including gas costs and stranded costs. Accordingly, IGS respectfully 

recommends that the Commission extend the Choice Program by, at least, an additional 

A. 
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two (2) winters, past the current termination date of the program, so that the Commission 

can further observe the performance of the program, obtain additional data and 

information upon which to base its decision, and afford the consultant sufficient time to 

fully examine all aspects of the Choice Program. 

Q. DOES IGS BELIEVE THAT THE CKY CHOICE PROGRAM SHOULD BE 

CONTINUED AND MADE PERMANENT, AND IF SO, WHY? 

Yes, the CKY Choice Program should be continued and made permanent. The 

achievement of the program’s stated goals and robust consumer participation rates are 

evidence of the program’s success and its value to the public. The benefits that flow to 

consumers due to the Choice Program are numerous. The program allows consumers to 

choose the utility’s standard-offer or, on a voluntary basis, select a supplier, and because 

the program affords customers the “opportunity” for savings and other value-added 

benefits, the Choice Program is fair and its continuation is in the public interest. The 

Choice Program allows consumers to control their energy bills and offers consumers 

numerous benefits in addition to the opportunity for savings. Competitive market forces, 

inherent in the Choice Program, also serve to improve price, product, and service options. 

Simply eliminating a successful program, after suppliers have invested capital and efforts 

in it, in reliance or the presumption that a successful program would be continued, and 

after consumers have relied on its value-added choices, denies consumers and suppliers 

the Commission’s protection and increases the risk of doing business in the State. The 

continuation of the Choice Program is in the interests of Kentucky consumers, and 

therefore, the Choice Program should be continued and, made permanent. Indeed, IGS 

A. 
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respectfully submits that because the program has achieved considerable success since its 

inception, it would be contrary to the Commission’s policy to terminate it. 

3 

4 Q. DOES THIS CONCLUDE YOUR COMMENTS AND TESTIMONY? 

5 A. Yes,itdoes. 

6 

7 This space intentionally left blank. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 
PETITION OF INTERSTATE GAS SUPPLY, INC. 1 
TO CONTINUE AND MAKE PERMANENT THE 1 CASE NO. 
COMPETlTIVE CUSTOMER CHOICE PROGRAM 1 
OF COLUMBIA GAS OF KENTUCKY, INC. ) 

PETITION OF INTERSTATE GAS SUPPLY, INC. TO 
CONTINUE AND MAKE PERMANENT THE CHOICE PROGRAM OF 

COLUMBIA GAS OF KENTUCKY, INC. 

Pursuant to KRS Chapter 278 and 807 KAR 5:001, 5s 8 and 12, Petitioner Interstate Gas 

Supply, Inc. (“IGS”) respectfully requests the Commission to issue an order to continue and 

make permanent the Small Volume Gas Transportation Service program (“Choice Program”) of 

Respondent Columbia Gas of Kentucky, Inc. (“Columbia”) so that eligible residential and small 

commercial consumers may continue to enjoy the benefits of having competitive choices for 

commodity suppliers, price options that enable market-based prices or price stability, supply 

diversity, and improved service choices associated with the competitive unbundling of natural 

gas service. 

In support of this Petition, IGS avers as follows: 

THE PARTIES AND JURISDICTION 

1. IGS has been in the business of supplying natural gas as an alternative to utility 

companies since 1989, and currently serves more than 500,000 residential, commercial, 

institutional, and industrial end-users in Kentucky, Michigan, Ohio, and Pennsylvania. IGS is 

the largest supplier of natural gas to consumers participating in the Choice Program. 

1 
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2. Columbia is a wholly owned subsidiary of the holding company Nisource, Inc. 

(“Nisource”) that is headquartered in Merrillville, Indiana. Columbia serves approximately 

141,000 consumers in Kentucky in, among other localities, the cities of Lexington, Frankfort, 

Ashland, East Point, Maysville, Winchester, and Paris. ,Columbia is engaged in business as a 

natural gas local distribution company (ccLDCy’), and therefore, is a natural gas utility pursuant to 

KRS 278.010. 

3. The Commission has jurisdiction over the parties, this Petition, the Choice Program, 

and Columbia’s Commission-approved tariffs pursuant to, inter alia, KRS 278.040,278.270, and 

278.080, and 807 KAR 5:001, $0 8 and 12. 

THE MATTER IN DISPUTE 

4. The Commission promoted and encouraged LDCs to unbundle retail rates and service 

for natural gas services in Administrative Case No. 367, 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. In that matter, the Commission indicated 

that any utility proposing a customer choice or rate unbundling program must, among other 

matters, demonstrate that there had been sufficient input and support from its stakeholders. 

5. Supported by stakeholder input, Columbia proposed its current Choice Program in 

Case No. 1999-00165, 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. In that matter, the Commission approved the Choice 

Program, as a pilot program, and retained regulatory oversight over the program by its Order of 

January 27, 2000. Since its implementation as a pilot program, the Choice Program has been 
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physically reliable and desirable to consumers, indicated by the robust customer participation 

rates and demonstrable customer savings. 

6. To keep Columbia revenue neutral with regards to the Choice Program, the 

Commission’s March 6, 2000, Order in Case No. 1999-00165 clarified that Columbia may 

recover all prudent program costs that could not be mitigated. Further, in the Commission’s May 

19, 2000, Order in Case No. 1999-00165, as an incentive for Columbia to administer the Choice 

Program, the Commission approved, generally, Columbia’s proposal to receive twenty-five 

percent (25%) of the off-system sales revenues associated with the stranded cost mitigation 

mechanism in exchange for absorbing any excess costs remaining in the stranded cost pool. 

7. In approving’ the Choice Program, the Commission indicated that the program’s 

design appeared to indicate that it would achieve Columbia’s six stated goals for the program. 

As implemented, the Choice Program, in fact, has achieved these six stated goals. 

8. In the January 27, 2000, Order in Case No. 1999-00165, approving the Choice 

Program, the Commission indicated, “Columbia’s goal regarding customer education is of 

paramount concern to the Commission . . . [and] its importance to the ultimate success of the 

Customer Choice program cannot be understated.” 

9. Consumers are well aware of the Choice Program, and there is a strong customer 

For example, as of May 2002, Columbia’s second Choice demand for its various benefits. 

Program annual report indicates that 50,834 customers, representing 36% of eligible customers, 

had enrolled. As of May 2003, Columbia’s third Choice Program annual report indicates that 

46,095 customers or 33% of eligible customers had enrolled. 

10. However, apparently in a preemptive effort to discredit the success and desirability of 

the program, in its third Choice Program annual report to the Commission, on pg. 2, despite the 
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33% participation level, Columbia asserts that customer “interest in the Program has subsided,” 

merely because participation has dipped by 4,739 customers from last year’s 36% participation 

level. While it may be factually true that the number of customers declined from May 2002 to 

2003, it is also true that IGS discontinued accepting new enrollments pending resolution of 

Columbia’s restrictive mandatory capacity filing. Upon settlement of the mandatory capacity 

issue, IGS began accepting new enrollments, which has caused participation to increase by 

approximately 2,200 customers just from April through July 2003. This is an increase of 5.75% 

in the number of customers served by IGS, which contrary to Columbia’s assertion and 

notwithstanding the approaching end of the pilot Choice Program, indicates strong customer 

demand for the Choice Program. 

11. Indeed, the 33% customer participation level is generally robust, but is especially 

noteworthy, given the uncertainty as to the future of the pilot Choice Program, which uncertainty 

has the effect of limiting suppliers’ offers to consumers and the willingness of new suppliers and 

customers to participate in the program. Inasmuch as the Choice Program is a pilot, not a 

permanent, program, most marketers have been reluctant to commit resources to enter and 

participate in the Columbia market. Further, Columbia’s actions, such as its efforts to reduce 

capacity flexibility and not responding to inquiries from interested suppliers, have generally 

discouraged supplier entry and participation in the Choice Program. Accordingly, the 33% 

customer participation level in the Choice Program is actually outstanding. 

12. The Choice Program affords consumers a choice of commodity suppliers, including 

the default choice of Columbia’s traditional sales service. The Choice Program also affords 

consumers a choice of price options, such as the fixed price option that enables price certainty 

over a term or the percentage savings option that enables consumers to save a stated percentage 
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as compared to Columbia’s price. 

incentive for Columbia to provide good customer service and to keep down its commodity costs. 

13. In satisfaction of a key program goal, Columbia’s second Choice Program annual 

report, on pg. 12, acknowledges that “[rlesearch conducted in late 2000 indicated strong 

awareness of the Customer Choice among Columbia Gas of Kentucky customers. As a result, the 

The Choice Program’s competition provides a further 

focus of the company7s customer education efforts during 2001 shifted to keeping customers 

informed of specific elements of the Choice Program at their request.” Columbia’s third Choice 

Program annual report does not disagree. 

14. Columbia’s second Choice Program annual report, on pg. 4, also acknowledges the 

accomplishment of another program goal, namely that customers who choose to continue to 

purchase their gas supply using Columbia’s traditional sales service should not incur any 

additional charges because of the implementation of the Choice Program. Additionally, 

Columbia’s second Choice Program annual report, on pg. 4, acknowledges the accomplishment 

of the program’s goal that the recovery of stranded costs must be as transparent to the customer 

as possible to permit the customer to make a clear and understandable choice between the 

marketer’s offer and Columbia’s sales rate. Again, Columbia’s third Choice Program annual 

report does not disagree with the above. 

15. As the largest supplier on Columbia’s Choice Program, IGS has contributed 

significantly to and has a substantial stake in the success of the program. As an indication of 

IGS’s commitment to the Choice Program, IGS has made substantial investments in both 

software and in developing a customer service department to serve and assist IGS’s enrolled 

consumers. Indeed, Columbia’s representatives visited IGS’s facilities, and commended IGS’s 
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competency in communicating, educating, and responding to the Choice Program consumers 

served by IGS. 

16. The Commission’s March 6, 2000 Order in Case No. 1999-00165 provides for the 

end of the pilot program on October 3 1, 2004, when, presumably, a decision would be made to 

institute the Choice Program as a permanent component of Kentucky’s regulatory scheme for 

natural gas service. Despite all of the successes of the Choice Program and the demonstrative 

desire of consumers for its benefits, IGS, upon information and belief, understands that 

Columbia desires to permanently terminate the Choice Program and to permanently end 

competition to Columbia’s commodity sales program. Columbia would thereby deny its 

Kentucky customers the benefits and savings of the Choice Program, while its affiliated Nisource 

subsidiary, Columbia Gas of Ohio, Inc. (“Columbia Ohio”) would continue to promote its choice 

program as a mechanism for its Ohio consumers to save money on their energy bills. 

17. For example, in an October 10, 2002 press release, the Customer Contact Center 

Manager for Columbia Ohio said: 

Columbia [Ohio] also offers a number of suggestions and options so customers 
can better manager their energy bills: [including] Customer CHOICE (SM) - 
This voluntary program gives customers the opportunity to purchase their natural 
gas from suppliers other than Columbia Gas. About 500,000 Columbia customers 
have chosen to participate in Customer CHOICE (SM) and have saved 
approximately $127 million. 

See, http://www .columbianasohio.com/news/releases/index.asp?int ArticleTD= 18 

18. If Columbia is permitted to terminate the Choice Program, Columbia will stifle 

competition in Kentucky in the provision of commodity service, denying Kentucky consumers 

the savings and benefits that choice consumers enjoy in other States and on other LDCs, 

including Columbia’s other Nisource LDCs. 
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19. Columbia may desire to terminate the Choice Program because of its own risky 

business decision to propose an incentive-based stranded cost mitigation scheme, which has not, 

as yet, proven to be profitable. Thls scheme allows Columbia to engage in off-system-sales 

transactions and keep 25% of the revenues from the off-system-sales, in exchange for taking the 

risk to absorb stranded costs that Columbia is unable to mitigate. Columbia’s response to 

Question No. 2(b) of the Commission Staff‘s May 28, 2002, data request in Case No. 2002- 

00117, In the Matter ofi THE FILING OF COLUMBIA GAS OF KENTUCKY, INC. TO 

REQUIRE THAT MARKETERS IN THE SMALL VOLUME GAS TRANSPORTATION 

PROGRAM BE REQUIRED TO ACCEPT A MANDATORY ASSIGNMENT OF CAPACITY, 

suggests that from the inception of the Choice Program through March 2002, Columbia has 

absorbed $1,804,861 .OO in stranded costs, due to the Columbia proposed incentive-sharing 

stranded cost mitigation proposal. Apparently, off-system and other revenue opportunities have 

lagged stranded costs as follows: (1) Year 2000 - stranded costs = $594,150.00 - revenue 

opportunities = $220,568.00; (2) Year 2001 - stranded costs = $6,184,137.00 - revenue 

opportunities = $5,141,321.00; (3) Year 2002 (March) - stranded costs = $2,591,678.00 - 

revenue opportunities = $2,203,2 15.00. 

20. Columbia’s second Choice Program annual report on pg. 13 also suggests that 

Columbia absorbed $1,804,86 1 .OO in stranded costs because off-system and other revenue 

opportunities have lagged stranded costs as follows: (1) stranded costs = $9,369,965.00, and (2) 

revenues to offset stranded costs = $7,565,104.00. Columbia, however, incurred these costs, 

because it made a business decision to assume ths  risk in exchange for the opportunity for 

revenues from off-system-sales transactions. 
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21. The volatility in the gas marketplace does not assure positive revenues from off- 

system sales for Columbia. For example, in its first Choice Program annual report, Columbia 

reported that off-system-sales revenues to offset stranded costs, of $2,001,15 1 .OO, exceeded 

stranded costs, of $1,511,077. However, in the second year of the program, Columbia incurred 

stranded costs, which may help explain why Columbia’s second Choice Program annual report 

indicates discontentment with the Choice Program, in contrast to its first annual report in which 

Columbia reported being extremely pleased with the Choice Program. Now, in the third year, 

Columbia’s Choice Program annual report indicates that revenue to off-set stranded costs, of 

$19,616,583, exceed incurred stranded costs, of $17,943,767. This volatility in off-system sales 

revenues relative to stranded costs may indicate Columbia’s desire to terminate the Choice 

Program due to its risky business decision. 

22. The Commission has permitted Columbia to recover all prudently incurred program 

costs and, in the context of the Columbia proposed incentive-sharing proposal, the Choice 

Program has been revenue neutral to Columbia, which meets another program goal. 

23. Another of the Choice Program’s goals is for the program to provide marketers with 

as much flexibility as possible to capture savings for consumers by allowing marketers to use 

their own interstate pipeline capacity. In its application in Case No. 2002-00117, on pg. 3, 

Columbia “propose[d] that capacity assignment would become mandatory for all Choice 

customer demand,” which would have violated the capacity flexibility goal of the Choice 

Program. (Emphasis added.) 

24. In Case No. 2002-00017, the Commission subsequently approved IGS’s and 

Columbia’s stipulation that established a methodology that assures capacity flexibility for 
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Program annual report. 

25. Contrary to Columbia’s suggestion, the Choice Program promotes reliability by 

increasing supplier, commodity, and capacity delivery diversity into Columbia’s system. For 

example, in addition to its interstate pipeline deliveries, IGS has relied on Kentucky’s local 

production to provide flexibility for supply reliability and balancing as part of IGS’s overall 

delivery portfolio, as indicated in IGS’s Response No. 3b to the Commission’s Staffs initial data 

request in Case No. 2002-00117. IGS’s use of Kentucky’s local production is also consistent 

with the Commission’s policy to facilitate greater use of natural gas produced in Kentucky, set 

forth in KRS 278.507. 

26. In its second annual report, although Columbia suggested that suppliers place system 

reliability at risk, Columbia did not indicate that any supplier had defaulted during that period, 

despite acknowledging, on pg. 2, challenging conditions due to “[tlight supplies causing higher 

wholesale natural gas prices combined with record-breaking cold temperatures in December.” 

Indeed, as an example of the supplier diversity of a competitive market and an early test to the 

design of the Choice Program, on pgs. 1 and 2 of its first annual report, Columbia indicates that 

it successfully managed the default of two marketers, most of whose customers subsequently 

enrolled with other marketers. Further, the re-enrollment with other marketers by the defaulted 

consumers strongly suggests the desire of consumers for the Choice Program. 

27. The remaining Choice Program goal is that the program must provide an 

“opportunity” for customers to save money on their gas bills. Columbia, as part of its 

preemptive effort to terminate the program, describes this goal as the “prime” goal of the 

program, on pg. 3 of its second Choice Program annual report. Apparently, taking a snap shot at 
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the time of its June 3, 2002, second Choice Program annual report, using, it appears, its low 

summer time commodity price, Columbia suggests the inadequacy of the program and of 

suppliers to capture saving for consumers. 

28. Columbia’s sales commodity price is, of course, not fixed and varies seasonally, with 

high prices in the peak-use winter months and low prices in the minimal-use summer months. 

On pgs. 2 and 3 of its second Choice Program annual report, without providing any worksheet of 

its calculations, Columbia indicates that because “[dluring the last year . . . wholesale prices have 

stabilized and Columbia’s gas costs have dropped signtficantly . . . the fixed, price being paid by 

many consumers is now above Columbia’s gas cost. As a result, Choice customers have now 

paid a total of $813,742 more in gas costs than they would have had they remained a sales 

customer of Columbia.” Emphasis added. In its third Choice Program annual report, on pg. 3, 

apparently using the same calculation methodology and acknowledging volatility in the gas 

marketplace, Columbia asserts that “Choice customers have now paid a total of $3,409,821 more 

in gas costs than they would have had they been a sales customer of Columbia.” 

29. Contrary to Columbia’s suggestion, there have been significant savings to consumers. 

These savings have been achieved even though the Commission designed the Choice Program so 

that marketers compete against Columbia’s actual gas costs as reduced by capacity release 

revenues, rather than maintaining sales customers’ demand cost at a historic level to make 

marketers’ gas cost more attractive. Through June 2002, IGS saved its customers approximately 

$1,605,069.81, with savings balanced by a high of $2,936,555.20 for certain rate products and 

negative savings of $803,390.00 for another rate product. As of April 2003, IGS estimates that it 

has provided its customers with savings in excess of $2.7 million, while satisfying IGS’s supply 

obligations to Columbia and contractual commitments to IGS’s enrolled customers. 
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30. This discrepancy and apparent inaccuracy of Columbia’s calculation methodology 

supports the retention of an outside consultant to review all aspects of Columbia’s Choice 

Program, as indicated, on pg. 7, in the Commission’s January 27, 2000 Order in Case No. 1999- 

00165 that approved the Choice Program. 

3 1. In contradiction to Columbia’s statement that its summer commodity price happens to 

be lower than some fixed prices hedged during a rising commodity market, just as important as 

savings to many consumers, is the ability of Choice Program suppliers’ to provide them with the 

certainty of fixed prices to shield them from the volatility of Columbia’s variable price. 

Moreover, by fixing their rate relative to Columbia’s variable commodity costs, consumers 

capture their “opportunity” to save as compared to the volatility of Columbia’s rising and falling 

variable commodity costs. Columbia’s inaccurate assessment of Choice Program suppliers’ 

fixed rates also fails to take into account the bill non-payments and resulting bad debts that were 

potentially mitigated by fixed prices relative to Columbia’s variable and volatile commodity 

prices that generally soar in the peak use winter months. 

32. Columbia’s apparent desire to terminate its functional and popular Choice Program is 

contrary to the Commission’s policy set forth in its July 1, 1998, Order in Administrative Case 

No. 367, in which the Commission stated: 

While the extent of customer benefit is not yet clear, the Commission supports the 
concept of customer choice programs targeted at residential and small commercial 
customers. Such customer choice programs are ongoing in a number of other 
states. In most of these programs, the local distribution companies continue to 
provide natural gas within their current pricing and operating parameters. The 
Commission believes that it can continue to ensure the integrity of the merchant 
function as well as the distribution function through the parameters of a customer 
choice program and existing tariffs, regulations, and statutes. As long as 
customers continue to receive safe and reliable gas service, the reasonableness of 
gas commodity cost as provided in a competitive environment can be determined 
by the market. Customers may fare better with the addition of alternative 
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suppliers of the commodity, and will have the added benefit of the innovation in 
products and services that competition inevitably brings. 

By designing the Choice Program to maintain the integrity of the merchant and distribution 

functions, ensuring safe and reliable gas service and reasonable gas commodity costs, and 

providing residential and small commercial consumers with a competitive environment with 

choices of suppliers and price product options, the Choice Program has successfully 

implemented this policy. 

33. Choice consumers in Kentucky, as in neighboring states, have fared better with the 

addition of alternative suppliers of commodity and competitive products and services, as 

indicated, for example, by the savings and products such as the stable fixed price and guaranteed 

savings rate options. Under these circumstances, the Choice Program should be continued and 

made permanent, because as indicated above, the program has achieved its goals and consumers 

desire the continuity of the program. Making the program permanent will assure certainty and 

attract entry of new suppliers, which will further increase competition and participation. 

WHEREFORE, so that consumers may continue to enjoy the benefits of choice of 

suppliers and price options that provide opportunities for savings, price certainty, and 

competitive pricing that are associated with Columbia’s Choice Program, IGS respectfully 

petitions the Commission to continue and make permanent the Columbia Choice Program. 
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Respectfully submitted, 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 502/721-9555 

E-mail: jcox @coxbowlingiohnson.com 
Fax: 502/721-9517 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Petition of Interstate Gas Supply, Inc. To 

Continue And Make Permanent The Choice Program On Columbia Gas Of Kentucky, Inc. was 

mailed, postage prepaid to the below listed persons on June 12,2003. 

Counsel for Petitioner 

SERVICE LIST 

Stephen B. Seiple, Esq. 
Senior Attorney 
Columbia Gas of Kentucky 
P.O. Box 14241 
Lexington, Kentucky 405 12 

David J. Barberie, Esq. 
Lexington-Fayette Urban County 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Government 

Community Action Council 
ATTN: General Counsel 
913 Georgetown Street 
Lexington, KY 405 11 

Richard S .  Taylor, Esq. 
3 15 High Street 
Frankfort, KY 40601 

Attorney General for the Commonwealth 
of Kentucky 

ATTN: Bob Gray, Director 
Rate Intervention 
1024 Capital Center Drive 
Frankfort, KY 4060 1 
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Gillard B. Johnson, 111 
James R. Cox 
Michael D. Bowling 
Robert B. Bowling 
Edward Lee Bowling 
Robert T. Yoakum 
Shea Dunn Yoakum 

Of Counsel: 
D. Eric Lycan 

--- 

209 Breckenridge Lane 
Louisville,’Kentucky 40207 Offices also located ac; 

Telephone: 502-721-9555 Bank One Plaza 
Facsimile: 502-721-95 17 201 East Main Street, Suite 1102 

Lexington, Kentucky 40507 
Telephone: 859-255-7080 
Facsimile: 859-255-6903 

13 19 Cumberland Avenue 
Middlesboro, Kentucky 40965 

Telephone: 606-248-4666 
Facsimile: 606-248-432 1 

-I- 

June 30,2003 

Mr. Thomas M. Dorman 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 

Frankfort, KY 40602-06 15 
, P.O.Box615 

Dear Tom: 

As you know, Interstate Gas Supply, Inc. (“IGS”) filed a Petition on June 12, 2003, 
requesting continuation of the Columbia Gas of Kentucky, Inc. Customer Choice Program. We 
are in receipt of your letter dated June 16, 2003, indicating that IGS’s Petition did not reference 
Columbia’s Petition to discontinue the Choice Program. Although Columbia’s Petition was 
apparently filed on June 6, 2003, IGS did not receive a mailed copy of Columbia’s Petition until 
after IGS had filed its Petition on June 12, 2003. Inasmuch as we were unaware of Columbia’s 
Petition, we did not make reference to it in IGS’s Petition. 

We trust this explains IGS’s lack of reference to Columbia’s Petition. 

Very truly yours, 

Jb4 
James R. Cox 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: j bentineacwslaw . corn 
Direct Dial: (614) 334-6121 

EXHIBIT 1-1 
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Bobby Singh, Esq. (0072743) 
E-Mail: bsine;h@,cwslaw. corn 
Direct Dial: (614) 334-6122 

CHESTERWILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 
(614) 2214000 (main number) 
(614) 221-4012 (facsimile) 
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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, 1 CASE NO. 

MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM ) 

1 
1 

TO CONTINUE ITS GAS COST INCENTIVE 1 1999-00 165 

INTERSTATE GAS SUPPLY, INC.’S 
FIRST SET OF DISCOVERY TO 

COLUMBIA GAS OF KENTUCKY, INC. 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 502/721-9555 

E-mail: jcox@coxbowlingjohnson.com 
Fax: 502/721-9517 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: jbentine @ cwslaw.com 
Direct Dial: (614) 334-6121 

Bobby Singh, Esq. (0072743) 
E-Mail: bsingh@cwslaw.com 
Direct Dial: (614) 334-6122 

CHESTER WILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 
(6 14) 22 1-4000 (main number) 

EXHIBIT 
(614) 221-4012 (facsimile) 

mailto:jcox@coxbowlingjohnson.com
http://cwslaw.com
mailto:bsingh@cwslaw.com
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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 

1 
1 

VOLUME GAS TRANSPORTATION SERVICE, 1 C A E  JO. 
TO CONTINUE ITS GAS COST INCENTIVE 1 1999-00 165 
MECHANISMS, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM 1 

INTERSTATE GAS SUPPLY, INC.’S 
FIRST SET OF DISCOVERY TO 

COLUMBIA GAS OF KENTUCKY, INC. 

Interstate Gas Supply, Inc. (“IGS”), Petitioner, in the above-captioned case before the 

Public Service Commission (“Commission”), submits the following First Set of Discovery, 

pursuant to the Commission’s June 26, 2003, Order in the above-captioned docket, for response 

from Columbia Gas of Kentucky, Inc. (referred to hereinafter, including in the discovery 

requests, as “Columbia” or “CKY,” and is further defined herein), within the shortest period of 

time provided for a response to these discovery requests. Columbia must follow the definitions 

and instructions provided herein in responding to these discovery inquiries. 

DEFINITIONS 

As used herein the following definitions apply: 

1. “Affiliate” means, in relation to any Person, any entity controlled, directly or indirectly, by 

such Person, any entity that controls, directly or indirectly, such Person, or any entity directly 

or indirectly under common control with such Person. For this purpose, “control” of any 

entity or Person includes, but is not limited to, ownership of a majority of the voting power 

of the entity or Person or by contractual means or otherwise. 

1 
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2. “Any” means each, every, and all Persons, Documents, places or things to which the term 

refers. 

3. “Burner Tip Cost” means the total cost or charge to Consumers for Columbia’s traditional 

service, including without limitation, the GCR, all Columbia’s charges for the delivery of the 

natural gas commodity to Consumers using Columbia’s Distribution Facilities, Any and all and 

each and every, rider, surcharge, adjustment, and alike. 

4. “Choice Base Rate” means the difference between the Burner Tip Cost and GCR cost (Burner 

Tip Cost minus GCR cost), as the case may be for each applicable and appropriate Consumer 

class or tariff rate or class. 

5. “Choice Program” means the Columbia small volume transportation program, which was 

approved by the Commission as a pilot program by Orders issued January 27,2000, March 6, 

2000, and May 19, 2000, in Case No. 1999-00165, which is scheduled to run through 

October 3 1 , 2003. 

6. “Columbia” or “CKY” means Columbia Gas of Kentucky, Inc. and all its Affiliates. 

7. “Columbia Motion” means the Motion of Columbia Gas of Kentucky, Inc. Requesting 

Authority To Terminate Its Small Volume Transportation Service, filed before the 

Commission in Case No. 1999-00165, on June 6,2003. 

8. “Columbia Ohio” means Columbia Gas of Ohio, h c .  

9. “Commission” refers to the Public Service Commission of the Commonwealth of Kentucky, 

including its Commissioners, staff, personnel, and offices, without limitation. 

10. “Communication(s)” means, but is not limited to, all forms of interaction or communication 

whether written, printed, oral, pictorial, electronic or by any other medium. 

2 
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11. “Consumer” means all customers, end-users, consumers, without limit, that are eligible to 

participate in the Choice Program. 

12. “Correspondence(s)” means, without limiting its general meaning, all letters, telegrams, 

faxes, emails, notices, messages, memoranda and other written or electronic 

Communications. 

13. “Distribution Facilities” refers to equipment owned, operated, and/or controlled by Columbia 

that is directly or indirectly related to or associated with Columbia’s provision of natural gas 

distribution delivery and related services to the end-use customer(s), from all the points of 

delivery, feed(s), pipeline(s), mainline(s), and/or equipment that serve the customer(s)’ 

location and up to and including the location of the equipment controlled by the customer. 

14. “Document(s)” or “Documentation(s)” when used herein, means all originals of any nature 

whatsoever, identical copies, and all non-identical copies thereof, pertaining to any medium 

upon which intelligence or information is recorded in your possession, custody, or control 

regardless of where located; including without limiting the generality of the following: 

punchcards, printout sheets, movie film, slides, phonograph records, photographs, microfilm, 

video media, notes, memoranda, ledgers, work sheets, books, magazines, notebooks, diaries, 

calendars, appointment books, registers, charts, tables, papers, agreements, contracts, purchase 

orders, checks and drafts, acknowledgments, invoices, authorizations, budgets, analyses, 

projections, transcripts, minutes of meetings of any kind, correspondence, telegrams, drafts, 

discs or tapes, and computer produced interpretations thereof, instructions, announcements, 

schedules, price lists, electronic copies, and mechanical or electric sound recordings and 

transcripts thereof. In all cases, “Document(s)” or “Documentation(s)” shall also mean all 

written, printed, reproduced, recorded, typed, graphic, photographic, or electronic matter in 

your possession, custody, or control, including without limitation books, manuals, pamphlets, 

periodicals, correspondence, letters, memoranda, faxes, telegrams, electronic mail (“email”) 

messages and attachments, reports, records, studies, transcripts, workpapers, working papers, 

notes, charts, graphs, indices, data sheets, and all drafts thereof, and every copy of a 

document which contains handwritten or other notations not otherwise duplicated in the 
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original or any other copy. In all cases, where originals and/or non-identical copies are not 

available, “Document(s)” or “Documentation(s)” shall also mean identical copies of original 

documents and copies of non-identical copies. 

15. “GCR’ means the cost or charge to Consumers to purchase the natural gas commodity from 

Columbia under the traditional sales service, including, all riders, adjustments, and alike, 

without limitation, but excluding any costs or charges for Columbia’s delivery of the natural gas 

commodity to Consumers using Columbia’s Distribution Facilities. 

16. “Identifications” or “Identify” or “Identity,” when used herein shall mean to provide the 

requested information as the context requires it and when used in reference to: (a) a natural 

individual, require you to state his or her full name, residential and business address, and 

business title at the time of any transaction or activity inquired into; (b) a corporation, require 

you to state its full corporate name and any names under which it does business, its state of 

incorporation, the address of its principal place of business, and the addresses of all of its 

offices; (c) a business, require you to state the full name or style under which the business is 

conducted, its business address or addresses, the type of businesses in which it is engaged, the 

geographic areas in which it conducts those businesses, and the identity of the person or persons 

who own, operate, and control the business; (d) a Document or Documentation, require you to 

state the number of pages and the nature of the document (for example and without limitation, 

letter or memorandum, its title, its date, the name or names of its authors and recipients, and its 

present location and custodian, and whether or not it is claimed that such document is privileged 

and, if so, the type of privilege claimed and a statement of all the circumstances which will be 

relied on to support such claim of privilege; (e) Correspondence(s), to identify the Document(s) 

and/or Documentation(s) which refer to or evidence the Correspondence; (f) Communication, if 

written, to identify the Document(s) or Documentation(s) which refer to or evidence the 

Communication, and to the extent engaged in orally or otherwise, to provide the date, manner, 

place, and substance of the Communication. 

17. “Person(s)” includes any natural person, corporate entity, firm, partnership, association, joint 

venture, cooperative, municipality, city, county, irrigation district, drainage district or other 
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special district or political subdivision, or federal, state or local governmental body, 

department, or agency, entity or group of persons, unless the context clearly indicates that only 

an individual person is referred to. 

18. “Studies” means without limitation reports, reviews, summaries, analyses and audits, and all 

drafts and prior versions of such documents. 

19. “Transmission Facilities” refers to the feed(s), pipeline@), mainline(s), and/or equipment 

whether or not owned, operated, andor controlled by Columbia or by an Affiliate of Columbia 

or by any other Person, that delivers natural gas to Columbia’s Distribution Facilities. 

20. “You” or “Your” or “Yourself” refers to the party to which or whom these discovery requests 

are directed, including all Affiliates, joint partnerships, corporate parents, subsidiaries, 

departments, divisions, officers, agents, consultants, employees, contractors, predecessors, 

successors and assigns, whether present or former. 

INSTRUCTIONS FOR ANSWERING 

1. EACH RESPONSE, DOCUMENT, OR OBJECTION SHOULD COMMENCE ON A 

SEPARATE PAGE AND SHOULD BE IMMEDIATELY PRECEDED BY THE 

CORRESPONDING REQUEST OR SUB-REQUEST TO WHICH IT RESPONDS. 

2. For each response, please identify the individual who prepared the response or the Person(s) 

under whose supervision the response was prepared. 

3. For each response, please provide an oath or certification that the response is true and 

accurate to the best of the preparer’s knowledge, information and belief after reasonable 

inquiry. 

4. Each response must be supplemented by timely amendments if subsequent information 

renders any response incorrect in any material respect. 
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5. Each request shall be deemed continuing in nature and must be updated immediately upon 

receipt of any new, further or different information that is responsive to the request. 

6. With respect to any request consisting of separate parts or subparts, a complete response to 

each subpart is required as if the subpart were set forth as a separate request. 

7. If any request cannot be answered in full after reasonable inquiry, please provide the 

response to the extent available, state why the request cannot be answered in full, and 

provide any information within your knowledge concerning the description, existence, 

availability, and custody of any unanswered portions. 

8. In responding to these requests, please provide information from all files in the possession of, 

owned by, controlled by, or accessible to you, as well as all files maintained or controlled by 

officers, employees, agents or consultants or other representatives of your organization. 

9. If no information or document is responsive to any request, please so state in the response. 

10. If any document requested is not in your possession but you know or believe it to exist, 

please so state and identify to the best of your ability the last known location of the document 

and its custodian. 

11. If any document requested or related to any request has been destroyed or discarded, please 

state the date the document was destroyed, the person or entity responsible for its destruction, 

the reason for its destruction, and provide a description of the contents and length of the 

document. 

12. Tf any information or Documentation is not available in the exact form requested, please 

provide any available information or documents that best respond to the request. 

13. For any information or Documents maintained by computer or data storage mechanism, 

please state the name of the file from which the information came, how the data is stored 
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(CD, diskette, tape, etc.), the computer or media program in which it is stored, the name of 

the Person who collected or entered the information, and how the Document or infomation 

can be transmitted and retrieved. 

14. The singular form of a word shall be interpreted as plural, and the plural form as singular, to 

the extent appropriate in order to respond to the scope of these requests and to make the 

request inclusive rather than exclusive. 

15. "And" and shall be construed either disjunctively or conjunctively as appropriate to 

respond to the scope of these requests. 

16. Any objection to a request should provide a list of all information or documents withheld, 

describe the character and specific subject matter of the information withheld, including a 

description of the number of documents withheld, and a summary of the information 

contained in such documents, and should clearly state the specific objection asserted and the 

grounds on which the objection is based. 

INTERROGATORIES 

IGS - CKY 1-1: 

Starting the earlier of either: (1) January 2000 or (2) the inception of the Choice Program, please 

provide responses to the following: 

(a) Identify all the Documents that are the organization charts for Your organization. 

(b) Identify the Person(s) that have Any decision-making authority concerning the nature, scope, 

planning, continuation, termination, and/or otherwise of or over the Choice Program. 

IGS - CKY 1-2: 

Starting the earlier of either: (1) January 2000 or (2) the inception of the Choice Program, please 

provide responses to the following: 

(a) Identify the methodology and/or formula that You use to calculate Your GCR. 

(b) If the methodology or formula has changed over time, identify the period or duration each 

methodology and/or formula referred to in subpart (a), above, was or is in effect. 
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IGS -CKY 1-31 

Starting the earlier of either: (1) January 2000 or (2) the inception of the Choice Program, please 

Identify the actual GCR, using units of Mcf (thousand cubic feet), and the period or duration the 

GCR value provided was or is in effect. 

IGS - CKY 1-41 

Starting the earlier of either: (1) January 2000 or (2) the inception of the Choice Program, please 

provide responses to the following: 

(a) Identify each and every, and Any and all components, factors, and/or line items that comprise 

the Burner Tip Cost for each Consumer class or tariff rate or class. 

(b) For each Consumer class or tariff rate or class, using units of Mcf (thousand cubic feet), 

Identify the actual value of the Burner Tip Cost, and Identify the period or duration that the 

provided Burner Tip Cost was in effect. 

IGS - CKY 1-51 

Starting the earlier of either: (1) January 2000 or (2) the inception of the Choice Program, please 

provide responses to the following: 

(a) Identify each and every, and Any and all components, factors, and/or line items that comprise 

Choice Base Rate for each Consumer class or tariff rate or class. 

(b) ‘Using units of Mcf (thousand cubic feet), Identify the actual value of the Choice Base Rate 

for each Consumer class or tariff rate or class, and Identify the period or duration that the 

provided Choice Base Rate was in effect. 

IGS - CKY 1-6: 

Referring to pages 1 and 2 of Columbia’s Motion where Columbia indicates that Columbia had 

consultations with each “Collaborative” member that helped develop the pilot program and 

marketers participating in the Choice Program (the “consultations”), please provide responses to 

the following: 

(a) Identify each (1) ccCollaborative~7 member, (2) marketer, and (3) Person(s) other than a 

“Collaborative” member or marketer, that Columbia consulted with. 
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(b) For each Person Identified in subpart (a) above, Identify all Person(s) who are or were 

representatives of Columbia that had Communications or Correspondences concerning or 

that participated (whether oral, written, or otherwise) in the consultations. 

(c) For each “Collaborative” member, marketer, and Person(s) identified in subpart (a) above, 

Identify all Person(s) who are or were representatives of the same identified in subpart (a) 

above that had Communications or Correspondences concerning or that participated (whether 

oral, written, or otherwise) in the consultations with Columbia. 

(d) For each “Collaborative” member, marketer, and Personts) identified in subpart (a) above, 

Identify: (1) the dates of the consultations; (2) the location of the Identified Personts), when 

each of the consultations was made, and (3) the specific subject matter of each of the 

consultations. 

(e) Identify all Documents and Documentation used, shared, exchanged, referred to, prepared for 

or received during consultations associated with each “Collaborative” member, marketer, and 

Personts) identified in sub-part (a). 

IGS - CKY 1-71 

Referring to page 3 of Columbia’s Motion, please Identify what Communications and/or 

CorrespondenceDocuments Columbia engaged in or provided Persons in support of Columbia’s 

statement that Columbia “advised all those parties of Columbia’s intent to file this motion.” 

IGS - CKY 1-81 

Columbia provided, without priority, to the Commission six goals for the Choice Program (see, 

e.g., the Commission’s January 27, 2000, Order in Case No. 1999-00165, at pg. 3), with 

reference to the foregoing, please provide responses to the following: 

(a) Please Identify and explain why Columbia believes that the “primary” goal of the pilot 

program is to provide customers with the “opportunity” to save money, as Columbia has 

indicated on page 3 of Columbia’s Motion. 

(b) Please Identify and explain, in light of the unpredictability of future natural gas commodity 

costs, why is it that Columbia believes that in comparison to Columbia’s periodically varying 

GCR cost, a long-term fixed commodity rate provided by a supplier does not provide 

consumers with an “opportunity” to save money. 
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IGS - CKY 1-91 

With reference to page 3 of Columbia’s Mo ion and referring 3 page 3 of Columbia’s third (June 

2, 2003) Customer Choice Program Annual Report to the Commission in which Columbia 

asserts that “Choice customers have now paid a total of $3,409,821 more in gas costs than they 

would have had they been a sales customer of Columbia. 

beginning of the program through March 2003,” please provide responses to the following: 

(a) Identify the formula and/or methodology that Columbia utilized to calculate the total amount 

of $3,409,821 (the excess in costs relative to Columbia’s traditional sales gas costs that, 

Columbia asserts, Consumers have paid from the beginning of the Choice Program through 

March 2003). 

This is a grand total from the 

(b) Identify the inputs and/or determinants that Columbia applied to the formula and/or 

methodology referred to in subpart (a) above. 

(c) Identify the Documents wherein Columbia calculated and derived the $3,409,82 1 amount. 

(d) Using the formula and/or methodology referred to in subpart (a) herein, Identify the savings 

and/or cost comparison between Columbia’s sales gas costs and the gas costs of suppliers, 

through June 2003, and Documents evidencing the same. 

IGS - CKY 1 - 10: 

Referring to page 13 of Columbia’s third (June 2, 2003) Customer Choice Program Annual 

Report to the Commission, wherein Columbia asserts that to date (June 2, 2003), the Choice 

Program has resulted in $17,943,767.00 in Total transition costs, consisting of $17,6 17,074.00 in 

Transition Capacity Costs, $94,204.00 in Information Technology Costs, and $232,485.00 in 

Education Costs, please provide responses to the following: 

(a) By “to date,” with regards to Columbia’s above-mentioned calculations, is Columbia 

referring to costs from the beginning of the Choice Program through June 2, 2003? If not, 

please identify the exact date range that Columbia is referring to. 

(b) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $17,617,074.00 in Transition Capacity Costs, (ii) the Person(s) responsible for 

calculating, deriving, and/or tracking the same, and (iii) the Person(s) responsible for 

verifying and/or overseeing the accuracy of the same. 
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(c) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $94,204.00 in Information Technology Costs, (ii) the Person(s) responsible for 

calculating, deriving, and/or tracking the same, and (iii) the Person(s) responsible for 

verifying and/or overseeing the accuracy of the same. 

(d) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $232,485.00 in Education Costs, (ii) the Person(s) responsible for calculating, 

deriving, andor traclung the same, and (iii) the Person(s) responsible for verifying and/or 

overseeing the accuracy of the same. 

IGS-CKY 1-11: 

Referring to page 13 of Columbia’s third (June 2, 2003) Customer Choice Program Annual 

Report to the Commission, Columbia asserts that to date (June 2, 2003), the Choice Program has 

resulted in $19,616,583.00 in Total Revenues to Off-Set Stranded Costs, consisting of 

$6,829,741.00 from Off-System Sales, $2,637,822.00 from Balancing Charges, $757,894.00 

from Marketer Contribution, and $9,391,126.00 from Capacity Assignment, please provide 

responses to the following: 

(a) By “to date,” with regards to Columbia’s above-mentioned revenues, is Columbia referring 

to revenues from the beginning of the Choice Program through June 2, 2003? If not, please 

provide the exact date range that Columbia is referring to. 

(b) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $19,616,583.00 in Total Revenues to Off-Set Stranded Costs, including Documents 

setting forth each transaction and the Person(s) that were the parties to the transaction(s), (ii) 

the Person(s) responsible for calculating, deriving, and/or tracking the same, and (iii) the 

Person(s) responsible for verifying and/or overseeing the accuracy of the same. 

(c) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $6,829,741 .OO from Off-System Sales, including Documents setting forth each 

transaction and parties to the transaction(s), (ii) the Person(s) responsible for calculating, 

deriving, and/or tracking the same, and (iii) the Person(s) responsible for verifying and/or 

overseeing the accuracy of the same. 

(d) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $2,637,822.00 from Balancing Charges, including each transaction and the Person(s) 

11 
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that were the parties to the transaction(s), (ii) the Person(s) responsible for calculating, 

deriving, and/or tracking the same, and (iii) the Person(s) responsible for verifying and/or 

overseeing the accuracy of the sane. 

(e) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $757,894.00 from Marketer Contribution, including Documents setting forth each 

transaction and the Person(s) that were the parties to the transaction(s), (ii) the Person(s) 

responsible for calculating, deriving, and/or tracking the same, and (iii) the Person(s) 

responsible for verifying and/or overseeing the accuracy of the same. 

(f) Identify: (i) the Documents setting forth Columbia’s calculation, derivation, and/or tracking 

of the $9,391,126.00 from Capacity Assignment, including Documents setting forth each 

transaction and the Person(s) that were the parties to the transaction(s), (ii) the Person(s) 

responsible for calculating, deriving, and/or tracking the same, and (iii) the Person(s) 

responsible for verifying and/or overseeing the accuracy of the same. 

IGS - CKY 1-12: 

For the period beginning five ( 5 )  years before the inception of the Choice Program through June 

2003, please: (i) Identify Any and all, and each and every off-system-sales transaction, including 

non-GCR sales, by Columbia, and (ii) Identify Any and all the Documents evidencing the sane,  

including Documents setting forth each transaction and the Person(s) that were parties to the 

transaction. 

IGS - CKY 1-13: 

Since January 2002, have any suppliers had Any Communications with Columbia about 

participating in the Choice Program? If yes, please provide responses to the following: 

(a) Identify the supplier(s) that had Communications with Columbia regarding participating in 

the Choice Program. 

(b) What was or were the nature and/or substance of Columbia’s Communications with the 

supplier Identified in subpart (a) above? 

12 
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IGS - CKY 1-14: 

Please respond to the following requests: 

(a) Since January 2001, please Identify and explain what efforts and/or plans, if any, Columbia 

has made and/or effectuated to attract and/or induce suppliers to participate in the Choice 

Program? 

(b) If Columbia has not made and/or effectuated any such efforts andor plans to attract and/or 

induce suppliers to participate in the Choice Program, please explain why Columbia has not 

expended any efforts and/or effectuated any such plans. 

IGS - CKY 1-15: 

Referring to page 7 of Columbia’s Motion, where Columbia requests that the Commission permit 

Columbia to terminate the Choice Program and allow Columbia to: (1) retain 35% of the off- 

system sales revenues with the remainder credited to sales customers and (2) similarly share 

capacity release revenues, subject to a certain benchmark (collectively (1) and (2), “Columbia’s 

Pre-Choice Shared Revenues”), please respond to the following requests: 

(a) For the five ( 5 )  years prior to the implementation of the Choice Program, please Identify for 

each year Any and all Columbia’s Pre-Choice Shared Revenues and Identify Any and all the 

Documents evidencing the same, including Documents setting forth each transaction and the 

Person(s) that were parties to the transaction. 

(b) Has Columbia performed or otherwise discussed, whether formally or informally, any 

Studies that compare or otherwise consider the impact on revenues to Columbia as between 

the revenues from Columbia’s Pre-Choice Shared Revenues and the revenues to Columbia 

from the revenue sharing mechanisms under the Choice Program? If yes, please Identify the 

results or conclusions from such Studies and the Identify the Documents evidencing the 

same. If no Studies were performed, but Communications or Correspondence were had 

discussing the same, please Identify the Person(s) that participated in these Communications 

and Identify the Correspondence or Documents evidencing the same. 

13 
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REOUEST FOR PRODUCTION OF DOCUMENTS 

DR: IGS-CKY 1-1 : 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1 - 1 (a). 

DR: IGS-CKY 1-2: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-6(e). 

DR: IGS-CKY 1-3: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-7. 

DR: IGS-CKY 1-4: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-9(c). 

DR: IGS-CKY 1-5: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-9(d). 

DR: IGS-CKY 1-61 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-lO(b). 

DR: IGS-CKY 1-7: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-lO(c). 

14 
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DR: IGS-CKY 1-8: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-lO(d). 

DR: IGS-CKY 1-9: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-1 l(b). 

DR: IGS-CKY 1-10: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-1 l(c). 

DR: IGS-CKY 1-1 1: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1 - 1 1 (d). 

DR: IGS-CKY 1-12: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-1 l(e). 

DR: IGS-CKY 1-13: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-1 l(f). 

DR: IGS-CKY 1-14: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-12. 

DR: IGS-CKY 1-15: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY 1-15(a). 

15 



DR: IGS-CKY 1-16: 

Provide copies of or make available for inspection and copying, all Documents and 

Documentation that are the subject of IGS-CKY l-l5(b). 

Respectfully submitted, 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 502/721-9555 
Fax: 502/721-9517 
E-mail: jcox@coxbowlingjohnson.com 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: jbentine @cwslaw.com 
Direct Dial: (614) 334-6121 

Bobby Singh, Esq. (0072743) 
E-Mail: bsingh@cwslaw.com 
Direct Dial: (614) 334-6122 

CHESTER WILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 
(614) 221-4000 (main number) 
(614) 221-4012 (facsimile) 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Interstate Gas Supply, Inc.’s First Set of 

Discovery To Columbia Gas of Kentucky, Inc. was mailed, postage prepaid to the below listed 

persons on July 10,2003. 

Stephen B. Seiple, Esq. 
Senior Attorney 
Columbia Gas of Kentucky 
P.O. Box 14241 
Lexington, KY 40512 

David J. Barberie, Esq. 
Edward W. Gardner, Esq. 
Lexington-Fayette Urban County 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Government 

Joe F. Childers 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison & 
Nicholas Counties, Inc. 
Suite 310, 201 West Short Street 
Lexington, KY 40507 

Counsel for Petitioner 

SERVICE LIST 

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

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

Richard S. Taylor, Esq. 
225 Capital Avenue 
Frankfort, KY 40601 

Attorney General for the Commonwealth 
of Kentucky 

ATTN: Bob Gray, Director 
Rate Intervention 
1024 Capital Center Drive 
Frankfort, KY 40601 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East 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 



June 6,2003 

Mr. Tom Doman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 61 5 
Frankfort, KY 40602 

A NfSourw Company 

EO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

JUN 0 6 2003 
WBLIC SERVICE 

COMMlSSlON 

RE: Case No. 1999-00165 

Dear Mr. Dorman: 

Please find enclosed an original and ten copies of Columbia's Motion to Terminate its 
Small Volume Transportation Service. Copies of the Motion have been provided to the 
docketed service list and the three participating marketers in Columbia's Customer 
CHOICE program - Community Action Council Buyers Club, Inc., Interstate Gas 
Supply, and MX Energy.com, Inc. 

Columbia respectfully requests a decision by the Commission as soon as possible in order 
to advance its planning for 2004 and beyond. If you have any questions, please give me a 
call at (859) 288-0242. 

Sincere1 y, 

Manager, Regulatory Policy 

EXHIBIT 1-J 

http://Energy.com
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COMMONWEALTH OF KENTUCKY RECEIVED 
JUN 0 6 2003 
W U C  SERVICE 

CoMMI!BtoN 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 1 
1 

THE TARIFF FILING OF COLUMBIA GAS ) 
OF KENTUCKY, INC. TO IMPLEMENT A ) 
SMALL VOLUME GAS TRANSPORTATION ) 
SERVICE, TO CONTINUE ITS GAS COST ) 

CONTINUE ITS CUSTOMER ASSISTANCE ) 

CASE NO. 99-165 

INCENTIVE MECHANISMS, AND TO 1 

PROGRAM. 1 

MOTION OF COLUMBIA GAS OF I(ENTUCKY, INC. 
REQUESTING AUTIIORITY TO TERMINATE ITS 
SMALL VOLUME TRANSPORTATION SERVICE 

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 “the pilot program.”). This application was filed pursuant to the Commission’s requirements 

in Administrative Case No. 367. The Application was approved by the Codss ion  as a pilot 

program, with modifications, by Orders issued on January 27,2000, March 6,2000 and May 19, 

2000. Pursuant to those Orders, the pilot program is scheduled to run through October 31,2004. 

By this motion, Columbia requests authority to terminate the pilot on March 31, 2004 - seven 

months earlier than originally contemplated - for the reasons discussed below. Columbia has 

consulted with each of the “Collaborative” members that helped develop the pilot program - i.e., 

the Office of the Attorney General, the Lexington-Fayette Urban County Government, and the 

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



Community Action Council of Fayette, Bourbon, Harrison and Nicholas Counties - as well as 

with each of the marketers currently participating in the pilot program, and advised all those par- 

ties of Columbia’s intent to file this motion? 

I, THE PILOT PROGRAM SHOULD BE TERMINATED IN MARCH 2004 

The pilot program is scheduled to run through October 2004. As the Commission is 

aware, Columbia has for some time contemplated early termination of the pilot program. At- 

tached hereto as Attachment 1 are proposed tariffs revised to reflect the termination of the pilot 

program on March 3 1,2004. 

In Columbia’s most recent rate case, PSC Case No. 2002-00145, the Commission issued 

a number of data requests by Order dated June 12, 2002. The second question asked, in part, 

“Given that Customer Choice customers have paid almost $ one million more than if they had 

remained sales customers, explain whether Columbia has considered making changes to the four- 

year term of the pilot.” Columbia responded that it was considering whether it should change the 

term of the program, and that Columbia expected to complete its evaluation by the end of 2002. 

In Case No. 2002-001 17 Columbia proposed revisions to its pilot program tariffs. The 

Commission issued a number of data requests by Order dated December 12, 2002, The fourth 

question asked Columbia to provide an estimate of when the results of its evaluation of possible 

changes to the term of the pilot program could be provided to the Commission. Columbia re- 

sponded that the evaluation was ongoing, and that Columbia planned to complete its evaluation 

during the first quarter of 2003. 

FSG Energy Services, a marketing subsidiary of Wisconsin Public Service Resource Corporation, provided input 
on the original application, but was not contacted because it did not participate in the pilot program 

2 
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~I I Columbia has completed its evaluation and believes that the pilot program should not be 

continued, and in fact, should end several months early, so that it will terminate on March 3 1, 

2004. There are several reasons that support this conclusion. 

First, the primary goal of the pilot program is not being achieved - i.e., in the aggregate 

customers are not saving money. While the program does provide customers with an opporfurtity 

to save money, the actual experience has been that in the aggregate customers have not saved 

money. 

As noted on page 3 of Columbia's Customer ChoiceSM Program Annual Report, filed on 

June 3,2002, through March 2002 pilot program customers paid a total of $813,742 more in gas 

costs than they would have had they remained a sales customer of Columbia. The most recent 

data available, as of March 31, 2003, indicates that pilot program customers have paid a total of 

$3,409,821 more in gas costs than they would have had they remained Columbia sales custom- 

ers. While individual customers may have saved money as participants in the pilot program, in 

the aggregate customers have not saved money and the first goal of the pilot program has not 

been successfully attained. 

Columbia does not foresee any likelihood that customers will realize significant savings 

in the immediate hture3. Columbia is the supplier of last resort for all of the firm customers on 

its system. As the supplier of last resort, Columbia must contract for firm, primary capacity for 

its core market customers, so that such capacity is available long-term. As a result, a program 

such as the pilot program must incorporate mandatory assignment of Columbia capacity in order 

to minimize stranded costs, or if permitting optional assignment of capacity, must deal with sub- 

While at one point as many as seven marketers served customers as part of the pilot program, that number is now 
down to three. 

3 



stantial levels of stranded costs. Another goal of the pilot program is revenue neutrality - i.e., 

Columbia must be permitted to recover its stranded costs - but the collection of stranded costs 

from customers is not a viable long-term alternative that Columbia wishes to pursue. On the 

other hand, mandatory assignment of capacity to marketers minimizes Columbia’s stranded 

costs, but also tends to reduce the opportunity for savings that marketers can pass on to custom- 

ers. Thus, with or without mandatory assignment of capacity, the long-term prospects for cus- 

tomer savings in the pilot program appear doubtful. 

Second, if extended beyond March 31, 2004, Columbia will likely incur substantial 

stranded costs that it will not be able to recover, which conflicts with the revenue neutrality goal 

of the piIot program. Attachment 2 is a schedule that shows Columbia’s stranded costs and off- 

setting revenues. As evidenced by that schedule, stranded costs are currently over-funded by 

$1.67 million. For the reasons explained below, ending the program in March, 2004 will mini- 

mize the accrual of stranded costs, and to the extent the program can be ended at a point in t h e  

when the recovery pool exceeds the stranded costs, the excess will be credited to sales and 

CHOICE customers on a throughput basis, as directed in the Commission’s Order in this docket 

dated May 19,2000, at page 2. 

Third, the best time to end the pilot program is on March 31 of any year, given the man- 

ner in which storage contracts work. Storage activity is an annual cycle that requires injections in 

the summer and withdrawals in the winter. Storage allows Columbia and marketers serving tem- 

perature-sensitive customers the ability to purchase gas supplies during the summer and then de- 

liver the supplies to these customers during the high demand winter season. Without storage it 

would be impossible to serve the highly temperature-sensitive demand of residential and small 

commercial customers in today’s marketplace. 

4 
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Under the tariff of Columbia’s primary interstate pipeline, Columbia Gas Transmission 

Corporation (‘TCO”), Firm Storage Service (“FSS”) has maximum monthly injection lhnita- 

tions. The sum totaI of these monthly injection limitations is qual to only 115% of the seasonal 

contract quantity of the FSS contracts. Under Columbia’s pilot program marketers are assigned 

capacity each April first for their existing customer base, and the first of each month thereafter 

for any increase in the number of customers they have enrolled in the pilot program. 

For those assignments of storage made effective on April first of any year, no inventory is 

sold to the marketers, thus the marketers are responsible for placing 100% of gas hto storage 

during the summer. The marketers then have only 15% summer injection flexibility. Should stor- 

age injections be delayed just one month, the entire seasonal injection flexibility is lost. 

As noted above, the October 31 pilot program expiration date falls in the middle of the 

storage year, and is therefore a cause of concern for several reasons. If the pilot program were to 

terminate on October 31, 2004, marketers would be obligated to take assignment of storage and 

related transportation effective April 1, 2004, fill storage throughout the summer of 2004 and 

then return the storage to Columbia effective October 3 1,2004. There are two primary risks un- 

der this scenario. First, marketers likely would not accept the storage assignment. Under TCO’s 

tariffs, assignments of capacity require both the releasing party (Columbia) and the accepting 

party (marketers) to complete the capacity release transaction. If the marketer elects not to accept 

the assignment then the assignment cannot be accompIished. As storage is primarily needed to 

serve the higher seasonal and daily demand of the winter season, marketers would have no incen- 

tive to take assignment of storage as they would incur the costs of the storage during the summer, 

but not be able to recover those costs during the ensuing winter. The second concern relates to 

who would fill the storage. Even if a marketer would accept assignment of storage there is no 
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incentive for the marketer to purchase summer season supplies if they have no market after the 

summer season. In addition, should a marketer refuse to abide by the tariff and accept the storage 

assignment, Columbia would be placed in the position of terminating the marketer's participation 

in the program. This of course, would create unnecessary confusion and problems for all con- 

cerned and especially the customers. Thus, even if the marketer would take the assignment of 

storage there is a very high risk that the storage may not get filled during the summer. If the pilot 

program were to end on October 31,2004 and the storage capacity was returned to Columbia, it 

could very likely be empty and Columbia would be in a precm'ou~ position regarding service to 

its customers. Without gas in storage Columbia would be at risk on both a seasonal and daily ba- 

sis as storage deliveries are firm only when gas is withdrawn fiom storage and transported on 

Storage Service Transportation capacity to a Columbia city gate. If no gas were in storage then 

Columbia would be required to purchase interruptible supplies placing service to the customers 

at risk. 

Thus, as storage plays a very significant roll in providing service to residential and small 

commercial customers it is advantageous to Columbia, marketers and customers to end the pilot 

program early, on March 31,2004. Columbia and marketers will avoid the problems with storage 

contracts discussed above. The pilot program will have run through the last winter period for 

which the program was approved, and there will be very little opportunity for further customer 

savings during the relatively warmer months of April through October 2004. 

11. COLUMBIA'S PRE-PILOT PROGRAM TARIFFS SHOULD BE RESTORED 
UPON EXPIRATION OF THE PILOT PROGRAM 

As part of its pilot program, Columbia used 75% of its off-system sales revenue to help 

offset stranded costs. Columbia was permitted to retain the other 25% in order to provide Co- 
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lumbia with an incentive to maximize off-system sales revenue, and in exchange for Columbia 

assuming the risk of unrecovered stranded costs. See the Commission’s Order in this docket, 

dated May 19,2000, at 2. 

Prior to the implementation of the pilot program, Columbia’s Gas Cost Incentive Pm- 

gram provided that 65% of Columbia’s off-system sales revenue was to be credited to sales cus- 

tomers through Columbia’s Gas Cost Adjustment (“GCA”) mechanism, and that Columbia was 

to be permitted to retain 35% of the off-system sales revenue. A similar sharing mechanism ex- 

isted for capacity release revenue; however, that mechanism dso incorporated a benchmark that 

had to be reached before any sharing of the capacity release revenue occurred. If the benchmark 

was not reached, all capacity release revenue was credited to the GCA. The Commission author- 

ized these gas cost incentive provisions in PSC Case No. 96-079. 

Although the savings are not obvious, the incentive produces a benefit - i.e., a reduction 

in gas costs to all customers. Upon expiration of the pilot program - March 31,2004 as proposed 

herein - Columbia requests that its gas cost incentive mechanisms be restored to those approved 

in Case No. 96-079, which were effective prior to the implementation of the pilot program, and 

that Columbia’s Gas Cost Adjustment mechanism be restored to that which was in effect prior to 

implementation of the pilot program. Attached hereto as Attachment 3 are tariff pages to be re- 

stored, effective on April 1 , 2004. 

III. TRANSlTION ISSUES 

As with its initial application to implement the pilot program, Columbia believes that cus- 

tomer education. is critical, If this motion is granted, Columbia will begin the process of winding 

down the pilot program. Once this process begins, Columbia would like to avoid signals that 
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might lead customers to incorrectly believe that the pilot program has long-term vitality. Thus, 

Columbia believes that it is not in the public interest to certify new marketers, or to have existing 

marketers engage in large scale enrollment campaigns. 

Through March 2004, Columbia is requesting Commission authority to limit marketer 

participation in the pilot program to the existing three marketers4, thus permitting Columbia to 

deny participation to any new marketers. In accordance with the Standards of Conduct, Colum- 

bia will continue to provide customers a list of all participating marketers. However, Columbia 

will not continue to make its customer lists available to marketers. Upon Commission approval 

of this motion CoIumbia will begin the process of educating customers about the termination of 

the pilot program. 

WHEREFORE, Columbia Gas of Kentucky, Inc. respecthlly requests that the Commis- 

sion authorize Columbia to terminate its pilot small volume gas transportation program on 

March 31, 2004, and that the gas cost incentive and adjustment mechanisms approved in PSC 

Case No. 96-079 be reimplemented, a11 as set forth in the proposed revised tariffs attached 

hereto. 

Respect hl I y submitted, 

Stanley J. Sagun, Assistant General Counsel 
Stephen B. Seiple, Lead Counsel 
200 Civic Center Drive 
P.O. Box I17 
Columbus, Ohio 43216-01 17 
Telephone: (614) 460-4648 
Fax: (614) 460-6986 

' Since December 2001, no new marketers have sought to participate in the pilot program. 

8 



I '  
I 
I 
'I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Ernail: sseiple@nisource.com 

Richard S. Taylor, Esq. 
225 Capital Avenue 
Frankfort, Kentucky 40601 
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 Motion was served upon the parties on the 

attached Service List by regular U.S. Mail this 6" day of June, 2003. 

$4iBhub 14. .h'& (pdi? 
Stephen B.'Seiple 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

Hon. Richard S. Taylor 
Attorney at Law 
225 Capital Avenue 
Frankfort, KY 40601 

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 

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

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

Mr. Brian Dingwell 
Vice President, Regulatory Affairs 
United Gas 
3520 New Hartford Road, Suite 103 
Owensboro, KY 42303 178 1 
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ATTACHMENT 1 
PROPOSED TARIFFS 

TO BE EFFECTIVE THROUGH 
MARCH 31,2004 
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Sheet No. 30 

2OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

SMALL VOLUME GAS TRANSPORTATION SERVICE 
(SVGTS) 

RATE SCHEDULE 

APPLICABILITY 

Entire service territory of Columbia Gas of Kentucky through March 31,2004. See Sheet No. 8 
for a list of communities. 

AVAILABILITY 

Available to any customer that meets the following requirements: 

(1) Customer must be part of a Customer Group as the term is defined herein, and 

(a) The Customer Group consists of either: (1) a minimum of 100 customers; or 
(2) a customer or group of customers with a minimum annual throughput of 
10,000 Mcf. The Customer Group must be served by a single Marketer 
approved by Columbia: and the Marketer must have executed a Small Volume 
Aggregation Service agreement with Columbia; and, 

The Marketer must have acquired, or agreed to acquire, an adequate supply of 
natural gas of quality acceptable to Columbia, including allowances for (1) 
retention required by applicable upstream transporters; and (2) lost and 
unaccounted-for gas to be retained by Columbia. The Marketer must also 
have made, or have caused to be made, arrangements by which gas supply 
can be transported directly to specified receipt points on Columbia’s 
distribution system; and, 

Customer has normal annual requirements of less than 25,000 Mcf at any delivery 
point, and 

Customer is currently a customer under the GS, IN6 or IUS Rate Schedule or in the 
case of a new customer would be considered a GS customer. 

Customers enrolled in Columbia’s Customer Assistance Program as set forth on Sheet 
No. 51 b relinquish their individual right to choose an alternative supplier as a condition 
of their participation in that program. The Customer Assistance Program administrator 
will be authorized to aggregate all of the Customer Assistance Program participants 
into a single Customer Group for the purpose of selecting a commodity supplier. 

(b) 

(2) 

(3) 

(4) II 
I 
I 
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I 
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DATE OF ISSUE: 

Issued by: Joseph W. Kelly 

DATE EFFECTIVE: July 6,2003 

Vice President 
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Entire service territory of Columbia Gas of Kentucky through March 31,2004. See Sheet No. 8 
1 for a list of communities. 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

AVAILABILITY 
I 

Available to Marketers certified to deliver natural gas, on a firm basis, to the Company's city 
gates on behalf of customers receiving transportation service under Columbia's Small Volume 
Transportation Service Rate Schedule provided Marketer has a Customer Group consisting of either: 
(a) a minimum of 100 customers; or (b) a customer or a group of customers with a minimum annual 
throughput of 10,000 Mcf. Service hereunder allows Marketers to deliver to Company, on an 
aggregated basis, those natural gas supplies that are needed to satisfy the requirements of Customer 
Groups participating in Cdumbia's small volume transportatlon service program. 

Sheet No. 33 

COLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

SMALL VOLUME AGGREGATION SERWCE 

RATE SCHEDULE 
(SVAS) 

AGGREGATION POOL 

Marketers will be required to establish one or more Aggregation Pools for aggregation 
purposes. An Aggregation Pool shall be comprised of those customers within each Marketer's 
Customer Group located within the same Columbia Gas Transmission Corporation market area, 
Marketers shall have the option to create multiple Aggregation Pools within a single Columbia Gas 
Transmission market area. 

DATE OF ISSUE: 

Issued by: Joseph W. Kelly 

DATE EFFECTNE: July 6.2003 

Vice President 
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Sheet No. 58 

OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

STRANDED COST/ RECOVERY POOL 

STRANDED COST/ RECOVERY POOL 

Columbia shall establish an account to track through March 31, 2004 all of the stranded costs 
and revenues associated with Columbia's small volume gas transportatlon service program. Interest 
Mill be calculated on the Net Stranded Costs at a rate equal to the average of the three month 
:ornmercial paper rate for the immediately preceding twelve month period and assigned to the 
Stranded CosffRecovery Pool. 

The following shall be included in the Stranded CostlRecovery Pool: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

GCR Demand - Demand charges associated with sales volumes converting to 
transportation. An amount will be determined monthly by multiplying applicable pipeline 
demand charges by the volume of firm capacity in excess of that required for sales 
customers. 

Information Technology - Incremental expenses for computer programming 
enhancements to facilitate the small volume gas transportation service program. 

Education - Expenses for customer education conducted by Columbia for the small 
volume gas transportation service program, including development of program and 
materials and implementation. 

Capacity Assignment -Amount of revenue received for Columbia's capacity that ma..eters 
choose to take and use as part of the small volume gas transportation service program. 

Balancing Charges - Revenue received from balancing charge assessed to Marketers 
under the small volume gas transpottation service program. 

Off-System Sales - 75% of all revenues received from off-system sates and exchanges 
(other than those revenues generated by operational safes), net of costs. 

Marketer Contribution - Revenue received from marketer's rate of $0.05 per Mcf for all 
volumes delivered to marketer's customers. 

Any revenue received from penalties assessed Marketers as part of the small volume gas 
transportation service program will a(so be assigned to the Stranded CosURecovery Pool. 
Penalties imposed upon Marketer as a prorata share of pipeline penalties andlor costs 
Columbia itself incurs are not included. 

r(et Stranded Costs 

Net Stranded Costs Stranded CosffRecovety Pool + Interest: 

If the Net Stranded Costs balance at April 1, 2004 is greater than or less than zero, Columbia 
Yill absorb the loss if the costs exceed revenues or If revenues exceed costs, Columbia will credit the 
lain to sales and SVGTS customers on a throughput basis. 

DATE OF ISSUE: 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: July 6,2003 
Vice President 
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Sheet No. 30 

OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

SMALL VOLUME GAS TRANSPORTATION SERVICE 
(SVGTS) 

RATE SCHEDULE 

hPPLlCABlLlTY 

Entire service territory of Columbia Gas of Kentucky throuah March 31. 2004.,See Sheet No. 
9 for a list of communities. 

&VAlLABILITY 

Available to any customer that meets the following requirements: 

(1) Customer must be part of a Customer Group as the term Is defined herein, and 

(a) The Customer Group consists of either: (4 )  a minimum of 100 customers; or 
(2) a customer or group of customers with a minimum annual throughput of 
10,000 Mcf. The Customer Group must be served by a single Marketer 
approved by Columbia; and the Marketer must have executed a Small Volume 
Aggregation Service agreement with Columbia; and, 

The Marketer must have acquired, or agreed to acquire, an adequate supply of 
natural gas of quality acceptable to Columbia, including allowances for (1) 
retention required by applicable upstream transporters; and (2) lost and 
unaccounted-for gas to be retained by Columbia. The Marketer must also 
have made, or have caused to be made, arrangements by which gas supply 
can be transported directly to specified receipt points on Columbia's 
distribution system; and, 

(b) 

(2) 

(3) 

Customer has normal annual requirements of less than 25,000 M d  at any delivery 
point, and 

Customer is currently a customer under the GS, IN6 or IUS Rate Schedule or in the 
case of a new customer would be considered a GS customer. 

(4) Customers enrolled in Columbia's Customer Assistance Program as set forth on Sheet 
No. 51 b relinquish their individual right to choose an alternative supplier as a condition 
of their participation in that program. The Customer Assistance Program administrator 
will be authorized to aggregate all of the Customer Assistance Program participants 
into a single Customer Group for the purpose of selecting a commodity supplier. 

DATE OF ISSUE: 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: July 6,2003 
Vice President 
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Sheet No. 33 

P.S.C. Ky. No. 5 COLUMBIA GAS OF KENTUCKY, INC. 

SMALL VOLUME AGGREGATION SERVICE 

RATE SCHEDULE 
(SVAS) 

APPLICABILITY 

Entire service territory of Columbia Gas of Kentucky throunh March 31, 2004. See Sheet No. 8 
for a list of communities. 

AVAILABILITY 

Available to Marketers certified to deliver natural gas, on a firm basis, to the Company's city 
gates on behalf of customers receiving transportation service under Columbia's Small Volume 
Transportation Service Rate Schedule provided Marketer has a Customer Group consisting of eilher: 
(a) a minimum of 100 customers; or (b) a customer or a group of customers with a minimum annual 
throughput of 10,000 Mcf. Service hereunder allows Marketers to deliver to Company, on an 
aggregated basis, those natural gas supplies that are needed to satisfy the requirements of Customer 
Groups participating in Columbia's small volume transportation service program. 

I MARKETER CERTIFICATION 

Marketers will be certified by Columbla to offer supply of natural gas to customers choosing 

1. 

2. 

3. 

service under Rate Schedule SVGTS provided they meet the following requirements: 

Satisfactory completion of a determination of credit worthiness by Columbia; 

Execution of a contract with Columbia for. Small Volume Aggregation Service; 

Marketer agrees to provide firm services to its customers. If requested by Columbia, 
Marketer must demonstrate that it has the capability to rellably serve its customers' firm 
requirements; 

Marketer agrees to abide by the Code of Conduct as set forth herein; Columbia agrees 
to abide by the Standards of Conduct as set forth herein; 

Marketer agrees to flow gas in accordance with the demand curves provided by 
Columbia. 

I 

4. 

5. 

I AGGREGATION POOL 

Marketers will be required to establish one or more Aggregation Pools for aggregation 
purposes. An Aggregation Pool shall be comprised of those customers within each Marketeta 
Customer Group located within the same Columbia Gas Transmission Corporation market area, 
Marketers shall have the option to create multiple Aggregation Pools within a single Columbia Gas 
Transmission market area. 

DATE OF ISSUE: 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: July 6,2003 
Vice President 
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Sheet No. 58 

P.S.C. Ky. No. 5 :OLUMBIA GAS OF KENTUCKY, INC. 

STRANDED COST/ RECOVERY POOL 

STRANDED COST1 RECOVERY POOL 

Columbia shall establish an account to track through €We&+March 31, 2004 all of the 
stranded costs and revenues associated with Columbia's small Volume gas transportation SerViCe 
program. Interest will be calculated on the Net Stranded Costs at a rate equal to the average of the 
three month commercial paper rate for the immediately preceding twelve month period and assigned to 
the Stranded Cost/Recovery Pool. 

The following shall be included in the Stranded CostlRecovery Pool: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

GCR Demand - Demand charges associated with sales volumes converting to 
transportation. An amount will be determined monthly by multiplying applicable pipeline 
demand charges by the volume of firm capacity in excess of that required for sales 
customers. 

Information Technology - Incremental expenses for computer programming 
enhancements to facilitate the small volume gas transportation service program. 

Education - Expenses for customer education conducted by Columbia for the small 
volume gas transportation service program, including development of program and 
materials and implementation. 

Capacity Assignment - Amount of revenue received for Columbia's capacity that marketers 
choose to take and use as part of the small volume gas transportation senrice program. 

Balancing Charges - Revenue received from balancing charge assessed to Marketers 
under the small volume gas transportation service program. 

Off-System Sales - 75% of all revenues received from off-system sales and exchanges 
(other than those revenues generated by operational sales), net of costs. 

Marketer Contribution - Revenue received from marketer's rate of $0.05 per Md for all 
volumes delivered to marketer's customers. 

Any revenue received from penalties assessed Marketers as part of the small volume gas 
transportation service program will also be assigned to the Stranded CosVRecovery Pool. 
Penalties imposed upon Marketer as a prorata share of pipeline penalties andlor costs 
Columbia itself incurs are not included. 

Net Stranded Costs 

Net Stranded Costs = Stranded CosVRecovery Pool + Interest: 

If the Net Stranded Costs balance at t 4 w e m b ~ ~ 1 , 2 0 0 4  is greater than or less than zero, 
Columbia will absorb the loss if the costs exceed revenues or if revenues exceed costs, Columbia will 
:redit the gain to sales and SVGTS customers on a throughput basis. 

DATE OF ISSUE: 
Issued by: Joseph W. Kelly 

DATE EFFeCTIVE: July 6,2003 
Vice President 
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STRANDED COST AND RECOVERY 
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ATTACHMENT 3 
TARIFFS 

TO BE RESTORED 
APRIL 1,2004 
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COLUMBIA GAS OF KENTUCKY, INC. 
Sheet No. 50 

P.S.C. Ky. No. 5 

~~~ ~ 

GAS COST ADJUSTMENT CLAUSE 
APPLICABLE TO ALL RATE SCHEDULES 

(Continued 

5AS COST ADJUSTMENT CLAUSE - (Continued) 

Delivery Service 

FERC approved direct billed pipeline supplier charges relatlng to the buyout of Take-of-Pay liabilities 
will be billed to Delivery Service Fixed Rate Volumes. 

Bankina and Ealanclna Senrice 

This rate is based on the percentage of the portion of storage capacity allocated to Delivery Senrice 
Customers to Companqs total annual storage capacity, applied to: 

(1) 

(2) 

(3) 

Columbia Transmission's FSS seasonal capacity charge, annualized, 

Columbia Transmission's SST commodity charge, and 

Columbia Transmission's FSS injection and withdrawal charges 

as calculated in the Gas Cost Adjustment. 

Capacltv Release Revenues: 

Capacity release revenues generated by Administrative Releases will be credited 100% to gas cost. 

Capacity Release Revenues, other than those revenues generated by Administrative Releases will be 
reflected as follows: 

Columbia will not share in capacity release revenues until the benchmark is reached. The 
initial benchmark of $461,574 will be used for the period August 1,1996 through July 31, 
1997. Coincident with subsequent annual actual cost adjustment filings, the benchmark 
will be recalculated based on an annualized simple monthly average using actual data foi 
the thirty-six months ending June 30th of the year in which the ACA Wlng Is made. 

Columbia will retain 100% of capacity release revenues above the benchmark until the 
benchmark is 65% of the total at which point Columbia will retain 35% of revenues. 

The customer portion of the capacity release program will be credited to customers 
through the appropriate ACA calculation. 

(1) 

(2) 

(3) 

DATE OF ISSUE 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: April 1,2004 
Vice President and Chlef Operating Officer 
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Sheet No. 50 
P.S.C. Ky. No. 5 

GAS COST ADJUSTMENT CLAUSE 
APPLICABLE TO ALL RATE SCHEDULES 

(Continuedl 

SAS COST ADJUSTMENT CLAUSE - (Continued) 

Delivew Service 

FERC approved direct billed pipeline supplier charges relating to the buyout of Take-or-Pay liabilities 
will be billed to Delivery Service Fixed Rate Volumes. 

Bankina and Balanclna Service 

This rate is based on the percentage of the portion of storage capacity allocated to Delivery Service 
Customers to Companyktotal annual storage capacity, applied to: 

(1 ) 

(2) 

(3) 

Columbia Transmission's FSS seasonal capacity charge, annualized, 

Columbia Transmission's SST commodity charge, and 

Columbia Transmission's FSS injection and withdrawal charges 

as calculated in the Gas Cost Adjustment. 

CaDacitv Release Revenues: 

Capacity release revenues WiilCgenerated bv Administrative Releases will be credited 100% to gas 
cost. 

Capacihf Release Revenues, other than those revenues nenerated bv Administrative Releases will be 
reflected as follows: 

(1 I Columbia will not share in capacitv release revenues until the benchmark is reached . Thg 
initial benchmark of $461,574 will be used for the period Auaust I. 1996 throuah Julv 31, 
1997. Coincident with subseauent annual actual cost adiustment filinas. the benchmark 
will be recalculated based on an annualized simple monthly averam usina actual data for 
the thirty-six months endina June 30th of the year in which the ACA fllina is made. 

12) 

13) 

Columbia will retain 100% of caaacitv release revenues above the benchmark until the 
benchmark is 65% of the total at which mint Columbia will retain 35% of revenues. 

The customer portion of the caDacitv release Drcmram will be credited to customers 
through the amropriate ACA calculation. 

DATE OF ISSUEA&Q&WJ- 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: April 1.2004 I 
Vice President a n w r a t i n g  Officer 
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COLUMBIA GAS OF KENTUCKY, INC. 
Sheet No. 50a 

P.S.C. Ky. No. 5 

GAS COST ADJUSTMENT CLAUSE 
APPLICABLE TO ALL RATE SCHEDULES 

Continued) 

JAS COST ADJUSTMENT CLAUSE - (Continued) 

Offavstern Sales Revenue: 

Sixty-five percent (65%) of all revenues received under the off-system sales and exchange program 
(other than those revenues generated by operational sales), net of costs, will be credited ta 
customers through the appropriate ACA calculation. 

All revenue generated by operational sales will be credited 100% to gas cost 

Prior to making any off-system sale, Columbia will consider the impact of such sale upon its System 
gas supply, and will also evaluate the benefits that will accrue to sales customers as a result of the 
off-system sale. 

lnterlm Gas Cost Adjustments 

Should any significant change in supplier rates occur, Company may apply to the Commission for an 
Interim Gas Cost Adjustment Clause in addition to the regular quartelly Gas Cost Adjustment Clause 
filings. 

DATE OF ISSUE: 
Issued by: Joseph W. Kelly 

DATE EFFECTIVE: April 1,2004 
Vice President and Chief Operating Officer 
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COLUMBIA GAS OF KENTUCKY, INC. 
Sheet No. 50a 

P.S.C. Ky. No. 5 

GAS COST ADJUSTMENT CLAUSE 
APPLICABLE TO ALL RATE SCHEDULES 

(Continued) 

G A S  COST ADJUSTMENT CLAUSE -(Continued) 

OffSvstem Sales Revenue: 

Sixtv-five percent (65%) of all revenues received under the off-svstem sales and exchanae Drwram 
lother than those revenues aenerated bv oDerational sales). net of costs. will be credited to 
customers throunh the amrotxiate ACA calculation. 

- All revenue generated by operational sales will be credited 100% to gas cost 

Prior to making any off-system sale, Columbia will consider the impact of such sale upon its system 
gas supply, and will also evaluate the benefits that will accrue to sales customers as a result of the 
off-system sale. 

Interim Gas Cost Adiustments 

Should any significant change in supplier rates occur, Company may apply to the Commission for an 
Interim Gas Cost Adjustment Clause In addition to the regular quarterly Gas Cast Adjustment Clause 
filings. 

DATE OF ISSUE: DATE EFFECTIVE: rll 1. 200 
Issued by: Joseph W. Kelly Vice President an-zng Offiif --- i 6 f l e m m  
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Columbia Gas of Kentucky’s (“Columbia”) application requesting approval of its Customer 
Choice Program described an annual report to be filed with the Kentucky Public Service 
Commission (“Commission”). This first annual report summarizes key elements and initial 
outcomes of Columbia’s pilot program beginning with the public announcement and kickoff of 
the program on July 19 and continuing through the first eight months of the program’s operation. 

On September 18, 2000 the residential and small commercial customers of Columbia Gas of 
Kentucky became the first utility customers in Kentucky to be offered the choice of purchasing 
their energy supplies from an entity other than a regulated utility. The Columbia Customer 
Choice Program was introduced to the public prior to that date on July 19 with a press 
conference describing the Program to various media outlets from across Columbia’s operating 
territory - and beyond. From there a massive customer education campaign ensued to educate 
the approximately 140,000 customers eligible for the program about CHOICE. Customers were 
officially able to enroll with one of four certified marketers approved to participate in the 
Program starting on September 18. 

The winter of 2000-01 proved to be a difficult one for natural gas utilities and customers alike 
across the nation. Tight supplies causing higher wholesale natural gas prices combined with 
record-breaking cold temperatures in December proved to be a double whammy for customers. 
With natural gas bills rising customers were focused on their bills, particularly the gas cost 
portion of the bill. Continued customer education efforts (Columbia made over sixty (60) 
community presentations on Customer Choice last year) and attractive offers from marketers 
proved to be enticing to customers. As of the May enrollment period, 42,888 customers, or 
approximately 30.6 percent of eligible customers and 36.2% of eligible volumes, had enrolled 
with one of the participating marketers in the Customer CHOICE Program. This level of 

participation, developed in part by examining participation levels from other programs across the 
country, did not anticipate this level of customer enrollment until the end of the program. 

Also encouraging has been the level of customer savings generated by the program. Customers 
have saved a total of $1,458,148 on gas costs from November 2000 through the first six months 
of the program. To put this into perspective, the typical residential customer using an average of 
8 MCF per month throughout the year paid $59.29 per month for natural gas from Columbia Gas 
of Kentucky. This same customer would have saved more than $71 over a full  year if enrolled 
under the 10% off of Columbia’s gas cost offer accepted by most customers. In other words, ~ / n s  
cusfonier will have sased enough fhi-ough the Customer CHOICE Propam IO have received, in 
eflcl, inore than one monfh’s gaspee. 

participation so quickly has exceeded everyone’s expectations. In fact, projections for customer 3 
3 

The wild weather of December 2000 produced some hardships to natural gas suppliers and 
marketers as well. During this month two marketers certified to participate in the CHOICE 
program failed to deliver the required supplies to Columbia for their customers. 
As a result, Columbia was obligated to terminate the two marketers from the program. This was 
an early test of the program’s viability and it passed with Columbia exercising its role as the i 
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supplier of last resort and taking the customers back from the terminated marketers. Most of 
those customers have since enrolled with the remaining marketers in the program. 

Columbia Gas of Kentucky’s Customer CHOICE Program follows programs implemented in 23 
states across the U.S. Columbia believes it benefited from the experience of these other 
programs by analyzing them prior to beginning the development of its own program. From this 
research Columbia identified several goals that it believes are critical to the success of the 

1 
- program: / 

c; 
0 

0 

0 

The program must provide an opportunity for customers to save money on their gas bills; 
The program should provide marketers with as much flexibility as is possible to provide 
customers savings by allowing them to serve customers using their own interstate pipeline 
capacity; 
The program should be revenue neutral for Columbia, and must allow Columbia to recover 
its stranded costs and incremental program expenses; 
The recovery of stranded costs must be as transparent to the customer as possible to permit 
the customer to make a clear and understandable choice between the marketer’s offer and 
Columbia’s sales rate; 
Customers who choose to continue to purchase their gas supply using Columbia’s 
traditional sales service should not incur any additional charges because of the 
implementation of the Customer CHOICE Program; 
Customer education is critical to the success of the program and customers must have an 
opportunity to learn about the program for a period of time before they begin to receive 
offers fiom marketers. 

Columbia still believes that these goals are critical to the success of the program and, in fact, 
have contributed to the early tremendous success of Columbia Gas of Kentucky’s Customer 
CHOICE Program. 

The development of the Program followed the above goals and could not have been 
accomplished without the thoughthl and committed involvement of the members of the 
Customer Choice Collaborative. The Ofice of the Attorney General of the Commonwealth of 
Kentucky, the Lexington-Fayette Urban County Government, and the Community Action 
Council for Fayette, Bourbon, Harrison, and Nicholas Counties all provided countless hours to 
the development of this program and it is a better program as a result of their involvement. In 
addition, FSG Energy Services, a marketing subsidiary of Wisconsin Public Service Resources 
Corporation, provided valuable input as well. Columbia is extremely gratefbl for the assistance 
and counsel of the parties above. 

2 
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Summary 

The Columbia Gas of Kentucky Customer CHOICE Program has been a tremendous success. 

The evidence of the program’s success is illustrated by the following: 

I .  Robust Customer Participation. With 42,888 customers enrolled in the program, 
representing approximately 30.6% of eligible customers and 36.2% of eligible volumes, 
customer participation far exceeds anyone’s expectations. This level of participation was not 
expected until the end of the program With customer participation lagging in some other 
programs around the country the level of customer participation is evidence that the goals 
and design of the program are well founded. 

Both residential and commercial customers are saving 
money through the Customer CHOICE Program - one of the primary goals of the progam. 
Cumulative savings since gas first flowed to CHOICE customers on November 1, 2000 (six 
months of actual experience) amount to $1,458,148. The average residential customer who 
enrolled in time for their November gas-purchases to be supplied by a marketer would have 
saved a total of $52.37 through March, 2001(calculated by dividing total residential Choice 
customers’ savings each month by the number of Choice customers enrolled each month). 
Furthermore, a typical residential customer using an average of 8 MCF per month throughout 
the year would spend $59.29 per month on gas costs if purchasing the commodity through 
Columbia. 
marketer and enrolled under the 10% off Columbia’s gas cost rate, that customer would save 
$71.15 in gas costs over the course of the year. In other words, this custonzer would have 
saved enough through the Customer CHOICE Program to have received, in efsect, more than 
12 months of natural gas for the price of 11 months. 

2. Impressive Customer Savings. 

3 
If this same customer purchased their natural gas through a Choice 

3 .  Low Number of Customer Complaints. Columbia has assumed the responsibility of 
responding to customer complaints regarding the Customer CHOICE Program. To date 
Columbia has received only 167 complaints, representing 1.7% of Customer Choice-related 
customer calls to the Columbia Customer Service Center and only .4% of the 42,888 
customers enrolled in the program. 

4. High Customer Awareness Levels. An independent customer survey conducted in 
November 2000 showed that almost three-fourths of Columbia customers were aware of the 
Customer CHOICE Program. 

3 
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Note: In an effort to avoid undue influence in a 
competitive market, marketer data for this report will not 
be identified by specific marketer name. 

Marketer D has no customers. 
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Internet 
1,724 

As of May 15,2001 
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Total = 5,911,201 Mcf Annually 

As of May 15,2001 
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Certified Marketers 

Stand Energy Corporation 
Stacee Dover 
1077 Celestial Street, Suite 110 
Cincinnati, Ohio 45202 
800-5 98-2046 

Interstate Gas Supply, Inc. 
Dave Burig, Customer Choice Program Director 
5020 Bradenton Avenue 
Dublin, Ohil43017 
800-280-4474 

MxEnergy.com, Inc. 
Robert Blake 
745 West Main Street, Suite 100 
Louisville, Kentucky 40202 
800-785-43 73 

Energy.com 
Eric Cellar, Director Energy Group 
921 Eastwind Drive, Suite 112 
Westerville, Ohio 4308 1 
877-289-740 1 

9 
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Rates CharEed by Marketers 

The following marketer rates are not identified by marketer name in order to avoid undue 
influence in a competitive market. 

Marketer 
A 
B 

C 

Rates as of 6/1/01 
~ 

$7.86 per Mcf 
10% off Columbia's GCR 
12% off Columbia's GCR 
$6.641 per Mcf 
$7.65 per Mcf 
$7.59 per Mcf 
$6.999 per Mcf 
$8.4833 per Mcf 
$8.8445 per Mcf 
10% off Columbia's GCR 
$7.79 per Mcf 
$8.25 per Mcf 
$7.99 per Mcf 
None 
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Customer Education 

On July 19, 2000, Columbia Gas of Kentucky officials held a press conference to begin 
educating natural gas consumers about the concept of “choice” prior to the official launch of the 
company’s Customer CHOICESM Program. Prior to the official announcement of the program, 
Columbia Gas of Kentucky officials met with members of the Lexington Herald-Leader Editorial 
Board to provide them an overview of the program and answer their specific questions. The 
resulting editorial coverage of the program was positive. Media coverage of the press 
conference was extensive and provided an outstanding kickoff to the program’s official customer 
education efforts. Those efforts included: 

Advertising 
Following the announcement of the program, Columbia Gas of Kentucky initiated an advertising 
campaign to educate consumers about th.e concept of having a “choice” of natural gas suppliers 
and how they could find out more details about the program. The campaign included newspaper, 
radio and specialty publication (i. e. Lexington Family Magazine) placements through October 
2000. 

In-Bill Communication 
In addition to paid advertisins, Columbia Gas of Kentucky relied heavily on its ability to 
communicate through bill inserts about the Customer CHOICE Program. Specific information 
about how the program works, frequently asked questions, marketer contact information and 
questions to ask marketers appeared in the in-bill newsletter, Gaslines, in July-August, 
September, October and November 2000 bills. 

Community Presentations 
From August through December 2000, Columbia Gas of Kentucky staff members made over 60 
presentations to neighborhood associations, civic groups, professional organizations, seniors 
groups, community events, and government groups throughout its service area. An educational 
video and brochures describing the Customer CHOICE Program were used for these 
presentations. These presentations provided consumers the opportunity to ask specific questions 
of a Columbia Gas representative in person. That face to face interaction provided many 
customers a comfort level needed to embrace the new concept. 

In addition, Columbia Gas of Kentucky representatives appeared on six public affairs programs 
airing on 1 1  radio and two television stations. 

Web Site 
During the Customer CHOICE Program customer education campaign, the company’s Web site 
home page was dedicated to the program, providing a detailed description of the program and 
answers to fiequently asked questions. Once the program was officially launched, the site also 
included a list of approved marketers, toll-free phone numbers and links to their Web sites. 

The Columbia Gas of Kentucky Web site - www.colunibiagasky.com - ena.bles customers to ask 
questions online. In 2000, over 40 inquiries about the Customer CHOICE Program were 
received and promptly answered by Columbia Gas of Kentucky representatives. 

11 
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Customers can also request a speaker to address their organization via the Web site by 
completing and submitting an online speaker request form 

Media Requests 
Requests for interviews by print and electronic media were numerous following the 
announcement of the Customer CHOICE Program. In addition to many television and radio 
interviews conducted, over 40 print articles about the Customer CHOICE Program appeared 
during 2000. 

Customer Service Center Training 
Training was conducted for all Customer Service Representatives in the Lexington Customer 
Service Center to provide them with adequate knowledge of the program in order to allow them 
to explain the Customer CHOICE Program to customers who called with inquiries. Training 
included information regarding: 

Why Columbia Gas of Kentucky was introducing the Customer CHOICE Program 
Who was eligible to participate in the program 
Participation is voluntary 
Possible benefits to customers 
Billing information 
More detailed information about program (participating marketers, how to enroll, reliability, 
etc.) 

The Customer Service Center received 9,758 calls from July 2000 through April 2001 from 
customers seeking information about the Customer CHOICE Program. 

Market Research 
In November 2000, Columbia Gas of Kentucky commissioned a telephone survey to test the 
effectiveness of their customer education efforts. A total of 608 telephone interviews were 
conducted in selected areas within Columbia’s Kentucky service territory. 

. 

The research revealed that almost three-fourths of Columbia Gas of Kentucky’s customers were 
aware of their ability to choose a natural gas supplier. That rate of awareness was consistent 
throughout all markets surveyed demonstrating that messages were delivered effectively to 
customers throughout the entire service territory. Research also showed that information about 
the Customer Choice Program was obtained through a variety of methods, including bill inserts, 
advertising and mainstream media. 

Total Costs 
Total costs incurred to educate Columbia Gas of Kentucky customers about the Customer 
CHOICE Program were $232,485. Costs were incurred from July 19, 2000 through 
December 3 1, 2000. Total costs do not include training of Customer Service Representatives or 
staff time to make community presentations. 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of revenue, to 
date, realized from opportunities developed to off-set stranded costs under the program. 

[ Transition Capacity Costs $1.1 86.678 
A ,  

Information Technology Costs $91,914 
~ 

Education Costs $232,485 

Total $1,511,077 

Revenue to Off-Set Stranded Costs 

Revenues Generated to Recover Stranded Costs, to date: 

Off-System Sales $1,26 1,155 
Balancing Charge 

$647,496 
Marketer Contribution $92,500 

Total $2,001,151 

Note: Revenue opportunities should exceed stranded costs in the early years of the program but 
this situation reverses in the later years of the program as stranded costs will then exceed revenue 
opportunities for two primary reasons. First, transition capacity costs will increase as customer 
participation increases, increasing stranded costs later in the program. Second, revenue 
opportunities decrease after the initial years as there will be fewer opportunities to make off- 
system sales as customer participation increases. This occurs because the size of Columbia's 
merchant fbnction is decreasing at the same time that its capacity asset portfolio is declining. 
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P. 0. Box 615 
Frankfort, KY 40602 

June 3,2002 

Dear Mr. Dorman 
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Introduction 

Columbia Gas of Kentucky’s (“Col application requesting approval of its Custom+ 
Choice Program described an be filed with the Kentucky Public S 
Commission (“Commission”). ual report will summarize the Program and 
progress over the last year. In report will benchmark the progress of the Program 
far against the six stated goals of the Program as listed in Columbia’s initial Choice Applicatio 

Columbia identified six primary goals that it believed would be critical to the success of 
Program. These goals were used as a guide when developing the details of the Program with 
Customer Choice Collaborative and stated clearly in the application to the Commission. T 
members of the Collaborative are the Office of the Attorney General of the Commonwealth 
Kentucky, the Lexington-Fayette Urban County Government, and the Community Acti 

In addition, FSG Ener 
Services, a marketing subsidiary of Wisconsin Public Service Resources Corporation, provid 
valuable input as well. The stated goals are listed below along with a summary of the progress 
date on each. 

I 

unci1 for Fayette, Bourbon, Harrison and Nicholas Counties. 

The program must provide an opportunity for customers to save money on their gas bills. 

At the time of the filing of the first Customer Choice annual report Columbia was extreme1 
pleased with the level of customer savings through the first six months of the Pro 
Customers had saved a total of $1,458,148 on gas costs fiom November 2000 through the 
six months. To put this into perspective, the typical residential customer using an average o 
MCF per month throughout the year paid $59.29 per month for natural gas fiom Columbia. T 
same customer would have saved more than $71 over a full year if enrolled under the 10% off 
Columbia’s gas cost offer accepted by most customers. In effect, this customer would ha 
saved enough through the Customer Choice Program to have received more than one mont 
gas free. 

r c; 

. -- 6 & t  supplies causing hipher wholesale natural gas pnces combined with record-breaking co 
temperatures in December focused customers on their gas bills, particularly the gas cost PO 

I 
of the bill. Combined 
Columbia’s gas cost 

no-risk offers from marketers such as 10% off o 
into Choice at a pace far exc 

everyone’s ,42,888 customers representing approximately 
of eligible customers and 36.2% of eligible volumes had enrolled with a marketer. As of 
2002, the latest numbers available, 50,834 customers representing approximately 36% of eli 
mstomers had enrolled with a marketer. Clearly, the fact that only an additional 7 
customers, or another 6% of eligible customers, enrolled in the last year indicates that 
interest in the Program has subsided and the number of customer enrollments has prob 
plateaued. 

1 

dropped significantly. At the same time, marketers switched from offering guaranteed saving 
bDuring the last year, however, wholesale prices hav&&&,&band Columbia’s gas costs hav 

rates, such as 10% off of Columbia’s cost ng fixed price rates. In most cases, the fixe 
price rate being paid by many customers i ve Columbia’s gas cost. As a result, Choic 

J .: 
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customers have now paid a total o an they would have had they 
the beginning of the program remained a sales customer of 

through March 2002. I 

While this trend 
money on their gas 

in the coming months, today customers have not save 
of the program. 

r\- 
The program should provide marketers with as much flexibility as is possible to provid 
customers savings by allowing them to serve customers using their own interstate pipelin 
capacity. 

Once a marketer is deemed credit-worthy to participate in the Choice Program, Columbia an 
marketer execute an aggregation agreement. According to the terms of these aggreg 
agreements, marketers agree to contract for firm, primary point delivery entitlements on 
interstate pipeline. Under the aggregation agreement Columbia has the right and the obligatio 
contact marketers and ask that they verify their contracts for firm pipeline entitlements. Th 
obligation is also reflected on sheets 36e and 36f of Columbia’s tariff. 

Columbia sent letters to the two marketers serving Choice volumes with the marketers’ 
capacity in early January 2002 requesting verification of their firm pipelin 
apparent that those marketers did not obtain the required firm, primary point deli 
entitlements on the interstate pipeline. Without primary firm contracts, t 
marketers could fail to deliver adequate supplies to meet the needs of their residential 
commercial customers. During times of high demand those marketers with firm pip 
contracts will receive the gas their customers need; however, those marketers without the 
pipeline contracts may not be able to deliver the quantities required to serve their customers. 

Should a marketer not be able to deliver to its customers, Columbia wou 
supplier of last resort to ensure that customers do not lose natural gas service. While Col 
accepted the role of supplier of last resort for the Choice Program, it did so only wi 
provision in the tariff and aggregation agreements that marketers obtain firm pipeline 
to ensure delivery of supplies to their customers. In its Customer Choice Application 
submitted that one of the six goals 
flexibility as is possible to provide 

“reliability is a major 

was to “provide marketers 

condition of being certified to participate in the Choice Program, to demo 
the firm, primary point capability to reliably serve program customer requirements. 

According to Columbia’s tariff and aggregation agreements, if a marketer does not abide by the 
program requirements Columbia’s only enforcement option is to suspend or terminate the 
marketer from the Choice Program. In order to avoid termination of marketer participation in the 
Choice Program, Columbia proposed an alternative solution on March 15, 2002. Columbi? 
proposed that capacity assignment would become mandatory for all Choice customer demand.’ 
This approach would allow customers enrolled with marketers to continue to receive service1 
fiom their marketer with the firm reliability that is required, and protect Columbia fiom having1 

i 
I 
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to find pipeline capacity on a peak day because of the failure of a marketer that did not live up to 
its aggregation agreement. It would also protect the marketers from being penalized severely fot 
a failure to perform. 

now appears that the savings generated by the Program in the first six months, and the negativ 

This current arrangement, however, allows th 
pipeline capacity by placin 
savings generated since 

strongly in an 
on both Columbia and its customers. Columbia 

with marketers serving customers with their o 

arketers to reap the rewards while Columbia and its customers bear all of the risk. 

The program should be revenue neutral for Columbia, and must allow Columbia to recov 
its stranded costs and incremental program expenses. 

/ 

The extremely rapid acceleration of enrollment into the Program caused stranded cost'to ri 

and the Choice Program marketers that it had become necessary to invoke Phase IT of t 
Program, effective July 1, 2001. 

much faster than anticipated. As a result, on April 2, 2001 Columbia informed + the ommissio 

Under Phase I1 Columbia would assign its capacity 
for all new Choice customers in order to permit Columbia to manage the substanti 

exposure from stranded costs at the end of the program. Columbia still believ 

The recovery of stranded costs must be as transparent to the customer as possible to pe 
the customer to make a clear and understandable choice between the marketer's offer 
Columbia's sales rate. 

This goal is as appropriate today as it was when the Program was designed. Columbia belie 
recovery of stranded costs in a transparent manner enables customers to better understand 
choice they make. Columbia also believes thisgoal has been accomplished through the m 
approved by the Commission. --_____ 

Customers who choose to continue to purchase their gas supply using Columbia's traditio 
sales service should not incur any additional charges because of the implementation of 
Customer CHOICE Program. 

This goal is also as appropriate today as it was when the Program was designed. In fact, 
addition of the Actual Gas Cost Adjustment on Choice customers' bills helped ensure t 
Columbia's sales customers would not incur any additional charges because of Choic 
Columbia believes this goal has been- 

I A 

Customer education is critical to the success of the program and customers must have 

offers from marketers. 
\ Ir' opportunity to learn about the program for a period of time before they begin to 

I 

This goal was also accomplished by the Commission allowing for a customer education period1 
prior to when marketers would be allowed to contact customers and enroll them into the1 I Program. 
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Marketer Enrollment 
Marketer A 

Note: In an effort to avoid undue influence in a 
competitive market, marketer data for this report will not 
be identified by specific marketer name. 

As of May 15,2002 
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Methods of Enrollment 

As of May 15,2002 
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Total Volumes Purchased 
From Marketers By 

Participating Customers 

Total = 7,330,996 Mcf Annually 

As of May 15,2002 
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Percentage of Customer 
Participation 
By Volume 

36.2 percent of total eligible throughput 
is being supplied by a Choice marketer. 

As of May 15,2002 
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Certified Marketers 

Community Action Council Buyers Club, Inc. 
Jim Christian 
P.O. Box 11610 
Lexington, KY 40576 
800-244-2275 

Interstate Gas Supply, Inc. 
Dave Bung, Customer Choice Program Director 
5020 Bradenton Avenue 
Dublin, Ohio 43017 
800-280-4474 

MxEnergy.com, Inc. 
Robert Blake 
745 West Main Street, Suite 100 
Louisville, Kentucky 40202 
800-785-4373 
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Rates Charged by Marketers 

The following marketer rates are not identified by marketer name in order to avoid undue 
influence in a competitive market. 

Marketer 
A 
B 

C 

Rates as of 6/1/01 
$3.62 per Mcf 
10% off Columbia’s GCR 
12% off Columbia’s GCR 
5% off Columbia’s GCR 
2% off Columbia’s GCR 
$5.069 per Mcf 
$7.65 per Mcf 
$5.99 per Mcf 
$7.58 per Mcf 
$5.49 per Mcf 
$5.39 per Mcf 
10% off Columbia’s GCR 
$6.999 per Mcf 
$5.39 per Mcf 
$5.05 per Mcf 
$6.09 per Mcf 
$8.25 per Mcf 
$7.99 per Mcf 
$7.49 per Mcf 
$6.99 per Mcf 
$5.99 per Mcf 
$5.89 per Mcf 
$5.9488 per Mcf 
$5.49 per Mcf 
$6.49 per Mcf 



Customer Education 

conducted in late 2000 indicated strong awareness of the Customer Choice Prograb 

! 

among Columbia Gas of Kentucky customers. As a result, the focus of the company’s customdr 
education efforts during 2001 shifted to keeping customers informed of specific elements o f t  e 
Choice Program at their request. 1 

I 

Columbia’s Web site - &.columbiagasky.com - continues to provide customers with a 
overview of the Choice Program, answers to frequently asked questions, and conta t 
information, including toll-free phone numbers and Web site links, for participating marketer . 
A convenient Ask Us form is provided for those customers who have more specific questio s 
regarding the Customer Choice Program. 

Customers can use the Columbia Gas of Kentucky Web site to request a speaker to address the r 
organization by completing and submitting an online speaker request form. 

Community Presentations 
As knowledge of the Customer Choice Program increased, the number of requests for speake 
on the subject declined. Columbia representatives appeared at six organizational meeting 
during 200 1, making presentations, answering questions and providing written information abo 
the Choice Program. Columbia continues to provide this service for organizations which reque 

z I 
i 

k i e b  Site 

. .- 

it. 

announcement of the Customer Choice Program, but as customers became more educated abou 

Media Requests 
Requests for interviews by print and electronic media were numerous following th 

the program and its newness wore off, media coverage has decreased. However, the Choic 
Program was the subject of 8 print articles in 2001. 1 

I 
I 

Columbia Customer Service Specialists in the Lexington Customer Contact Center are update 
regularly on the Customer Choice Program. Specific training was provided to Customer Servic 
Specialists regarding the appearance of the Actual Gas Cost Adjustment on Choice customers 

Customer Contact Center Training 

bills. 

The Customer Contact Center received 4,439 calls from May 2001 through April 2002 fro 
customers seeking information about the Customer Choice Program. 1 

i 
I 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of revenue, tc 
date, realized from opportunities developed to off-set stranded costs under the program. 

Transition Capacity Costs $9,043,335 
Information Technology Costs $94,145 
Education Costs $232,485 

Total $9,369,965 
/ 
/- 

Revenue to Off-Set Stranded Costs / 
Revenues Generated to Recover Stranded Costs, to date: 

/ 
Off-System Sales $3,171,130 ,/” 

Balancing Charge 
/’‘ 

$2,409,127 / 
Marketer Contribution $383,683 ‘ 
Capacity Assignment $1,601,164 

Total $7,565,104 

Revenue opportunities should exceed stranded costs in the early years of the program bu 
this situation reverses in the later years of the program as stranded costs will then exceed reveni 
pportunities for two primary reasons. First, transition capacity costs will increase as customer 

participation increases, increasing stranded costs later in the program. Second, revenue 
o p p o r t u n ~ s  decrease after the initial years as there will be fewer opportunities to make off- 

as customer participation increases. This occurs because the size of Columbia’s 
is decreasing at the same time that its capacity asset portfolio is declining. 



June 2,2003 

A NiSource Company 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in ~ ~ ~ ~ - ~ ~ ~ . ~ ~ ~ , ~ C o l ~ b i a  Gas of Kentucky, 
Inc., (“Columbia”) hereby submits its annual report on its Customer CHOICESM 
program. An original and six copies are enclosed. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. w””” ooper 
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Introduction 

Columbia Gas of Kentucky’s (“Columbia”) application requesting approval of its Customer 
Choice Program described an annual report to be filed with the Kentucky Public Service 
Commission (“Commission”). This third annual report will summarize the Program and its 
progress over the last year. In addition, the report will benchmark the progress of the Program so 
far against the six stated goals of the Program as listed in Columbia’s initial Choice Application. 

-- 
Columbia identified six primary goals that it believed would be critical to the success of the 
Program. These goals were used as a guide when developing the details of the Program with the 
Customer Choice Collaborative and stated dearly in the application to the Commission. The 
members of the Collaborative are the Office of the Attorney General of the Commonwealth of 
Kentucky, the Lexington-Fayette Urban County Government, and the Community Action 
Council for Fayette, Bourbon, Harrison and Nicholas Counties. In addition, FSG Energy 
Services, a marketing subsidiary of Wisconsin Public Service Resources Corporation, provided 
valuable input as well. The stated goals are listed below along with a summary of the progress to 
date on each. 

0 The program must provide an opQortunity for customers to save money on their gas bills. 

At the time of the filing of the first Customer Choice annual report Columbia was extremely 
pleased with the level of customer savings through the first six months of the Program. 
Customers had saved a total of $1,458,148 on gas costs from November 2000 through the first 
six months. To put this into perspective, the typical residential customer using an average of 8 
MCF per month throughout the year paid $59.29 per month for natural gas from Columbia. This 
same customer would have saved more than $71 over a full year if enrolled under the 10% off of 
Columbia’s gas cost offer accepted by most customers. In effect, this customer would have 
saved enough through the Customer Choice Program to have received more than one month’s 

Tight supplies causing higher wholesale natural gas prices combined with record-breaking cold 
temperatures in December 2001 focused customers on their gas bills, particularly the gas cost 
portion of the bill. Combined with easy to understand, no-risk offers from marketers such as 
10% off of Columbia’s gas cost prompted customer enrollments into Choice at a pace far 
exceeding evepyo e’s expectations. As of May 2002, 50,834 customers representing 
approximately\ 6 O  of eligible customers had enrolled with a marketer. As o,E.May 2003, the 
latest numbers available, 46,095 customers representing approximately 3% of eligible 
customers had enrolled with a marketer. [This is a decline of 4,739 custo rs, or 9% of 
participating customers from May 2002/ Clearly, customer enrollments have declined and to a 
greater extent than was reported last year, interest in the Program has subsided. 

During the last year, wholesale prices have again shown their volatility and Columbia’s gas costs 
have steadily increased. At the same time, marketers have offered fixed price rates which 
generally increased compared to Columbia’s cost. In most months, customers had a choice of 
fixed rates from two marketers. The third marketer was not accepting new customer enrollments/ 
for thirteen months until May 2003. For numerous customers, the fixed price rate they paid 
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exceeded Columbia’s gas cost. As a result, Choice customers have now paid a total of 
$3,409,821 more in gas’costs than they would have had they been a sales customer of Columbia. 
This is a grand total from the beginning of the program through March 2003. 

Near the end of March 2003, this trend reversed itself and for the months of April and May 2003 
most participating customers saved money on their gas bills, a prime goal of the program. The 
statistics are not yet available however, it is expected that the aggregate savings will not erase the 
hole that has been dug. 

-- 

e The program should provide marketers with as much flexibility as is possible to provide 
customers savings by allowing them to serve customers using their own interstate pipeline 
capacity. 

Once a marketer is deemed credit-worthy to participate in the Choice Program, Columbia and the 
marketer execute an aggregation agreement. According to the terms of these aggregation 
agreements, marketers agree to contract for firm, primary point delivery entitlements on the 
interstate pipeline. Under the aggregation agreement Columbia has the right and the obligation to 
contact marketers and ask that they verify their contracts for firm pipeline entitlements. 

In early January 2002, Columbia sent letters to the two marketers serving Choice volumes with 
the marketers’ own capacity requesting verification of their firm pipeline contracts. It became 
apparent that those marketers did not obtain the required firm, primary point delivery 
entitlements on the interstate pipeline. 

The lack of the marketers to provide verification prompted Columbia to seek to amend its tariff 
for Small Volume Aggregation Service. In Docket No. 2002-001 17, Columbia requested that the 
Commission eliminate the “grandfathering” of Phase I volumes and permit Columbia to require 
marketers to take mandatory assignment of Columbia’s capacity for all Choice volumes. One 
marketer protested Columbia’s proposal and expressed the necessity for balance between 
Columbia’s needs and those of Choice suppliers to capture savings for end-users. Columbia and 
the marketer entered into a Settlement that was approved by the Commission on January 13, 
2003. Marketers now take assignment of minimum levels of Columbia’s storage and 
transportation capacity and undergo a prospective capacity audit applicable to the winter season. 
If the audit determines that the marketer does not have the required firm pipeline contracts, 
Columbia can assign capacity to meet the marketer’s capacity shortfall and the marketer is 
required to accept the assignment. 

The program should be revenue neutral for Columbia, and must allow Columbia to recover 
its stranded costs and .incremental program expenses. 

Columbia still believes that this goal is appropriate for the pilot program. 

The recovery of stranded costs must be as transparent to the customer as possible to permit 
the customer to make a clear and understandable choice between the marketer’s offer and 
Columbia’s sales rate. 
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Columbia continues to believe that this goal is as appropriate today as it was when the Program 
was designed and that this goal has been accomplished through the model approved by the 
Commission. 

0 Customers who choose to continue to purchase their gas supply using Columbia’s traditional 
sales service should not incur any additional charges because of the implementation of the 
Customer CHOICE Program. 

--. 

This goal also continues to be as appropriate today as it was when the Program was designed. 

Customer education is critical to the success of the program and customers must have an 
opportunity to learn about the program for a period of time before they begin to receive 
offers from marketers. 

This goal was also accomplished by the Commission allowing for a customer education period 
prior to when marketers would be allowed to contact customers and enroll them into the 
Program. 
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Total = 6,791,129 Mcf Annually 
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Percentage of Customer 
Participation 
By Volume 

3 5.8 percent of total eligible throughput 
is being supplied by a Choice marketer. 

As of May 15,2003 
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Certified Marketers 

Community Action Council Buyers Club, Inc. 
Jim Christian 
P.O. Box 11610 
Lexington, KY 40576 
800-244-2275 

Interstate Gas Supply, Inc. 
Dave Bung, Customer Choice Program Director 
5020 Bradenton Avenue . 

Dublin, Ohio 4301 7 
800-280-4474 

MxEnergy.com, Inc. 
Anita Blake 
20 Summer Street 
Stamford, Connecticut 0690 1 
800-785-4373 
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Rates CharPed by Marketers 

The following marketer rates are not identified by marketer name in order to avoid undue 
influence in a competitive market. 

Marketer 
A 
B 

C 

Rates as of 5/1/03 
$8.99 Der Mcf 
5% off Columbia’s GCR 
2% off Columbia’s GCR 
$7.89 per Mcf 
$6.8960 per Mcf 
$6.3830 per Mcf 
$5.99 per Mcf 
$7.99 per Mcf 
$5.39 per Mcf 
$6.4380 per Mcf 
$6.9830 per Mcf 
$6.4830 per Mcf 
$6.999 per Mcf 
$5.39 per Mcf 
$5.05 per Mcf 
$6.09 per Mcf 
$7.99 per Mcf 
$6.99 per Mcf 
$5.99 per Mcf 
$10.3 190 per Mcf 
$5.89 per Mcf 
$5.49 per Mcf 
$6.49 per Mcf 



Customer Education 

Research conducted in late 2000 indicated strong awareness of the Customer Choice Program 
among Columbia Gas of Kentucky customers. As a result, the focus of the company’s customer 
education efforts during 2001 and 2002 shifted to keeping customers informed of specific 
elements of the Choice Program at their request. 

Web Site -- 
Columbia’s Web site - www.columbiagasky.com - continues to provide customers with an 
overview of the Choice Program, answers to frequently asked questions, and contact 
information, including toll-free phone numbers and Web site links, for participating marketers. 
A convenient Ask Us form is provided for those customers who have more specific questions 
regarding the Customer Choice Program. 

Customers can use the Columbia Gas of Kentucky Web site to request a speaker to address their 
organization by completing and submitting an online speaker request form. 

Community Presentations 
As knowledge of the Customer Choice Program increased, the number of requests for speakers 
on the subject declined. Columbia representatives remain available to make presentations, 
answer questions and providing information about the Choice Program. Columbia continues to 
provide this service for organizations who request it. 

Media Requests 
Requests for interviews by print and erectronic media were numerous following the 
announcement of the Customer Choice Program, but as customers became more educated about 
the program and its newness wore off, media coverage has decreased. However, the Choice 
Program was the subject of 2 print articles in 2002. 

Customer Contact Center Training 
Columbia Customer Service Specialists in the Lexington Customer Contact Center are updated 
regularly on the Customer Choice Program. The Customer Contact Center received 2,075 calls 
from May 2002 through April 2003 from customers seeking information about the Customer 
Choice Program. 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of revenue, to 
date, realized from opportunities developed to off-set stranded costs under the program. 

Transition Capacity Costs $17,617,074 

Education Costs $232.485 
Information Technology Costs. $94,208 -- . 

I I 
Total $17,943,767 

Revenue to Off-Set Stranded Costs 

Revenues Generated to Recover Stranded Costs, to date: 

Off-System Sales $6,829,74 1 
Balancing Charge 

$2.637.822 
Marketer Contribution $757,894 
Capacity Assignment $9,391,126 

Total $1 9,616,583 

Note: It was expected that revenue opportunities should exceed stranded costs in the early years 
of the program but reverse in the later years of the program for two primary reasons. First, 
transition capacity costs will increase as customer participation increases. Customer 
participation increased greater initially that expected resulting in greater stranded cost initially 
than expected. Second, revenue opportunities decrease with greater customer participation as 
there are fewer opportunities to make off-system sales. This occurs because the size of 
Columbia’s merchant function is reduced at the same time that its capacity asset portfolio has 
declined. 
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0 FfQT“ ’P  r y  RLW I L L  D COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION JbL 4 2083 

In the Matter of: Pw!.; c SEWVl CE 
60R/(il(llSSIORI 

THE TARIFF FILING OF COLUMBIA GAS OF 
KENTUCKY, INC. TO IMPLEMENT A SMALL 
VOLUME GAS TRANSPORTATION SERVICE, 1 CASE NO. 
TO CONTINUE ITS GAS COST INCENTIVE 1 1999-00 165 
MECHANISMS, AND TO CONTINUE ITS 

1 

CUSTOMER ASSISTANCE PROGRAM ) 

INTERSTATE GAS SUPPLY, INC.’S RESPONSES TO 
FIRST DATA REQUEST OF COMMISSION STAFF 

Interstate Gas Supply, Inc. (“IGS”), pursuant to 807 KAR 5:001, submits its responses to 

the First Data Request of Commission Staff (Data Requests, “Interrogatories” or “Data 

Request(s),” IGS’s responses, “Response(s)”) as follows: 

a. The information supplied in these Responses is not based solely upon the knowledge of 

the executing party, but includes the knowledge of the party’s agents, representatives, and 

attorneys, unless privileged. 

The word usage and sentence structure is that of the attorneys who in fact prepared these 

Responses and the language does not purport to be the exact language of the executing 

Party. 

The Interrogatories have been interpreted and answered in accordance with the Kentucky 

rules, plain English usage. 

b. 

c. 

1 



I d. IGS reserves the right to amend or supplement these answers as new material information 

I 
I 

is discovered. 

GENERAL OBJECTIONS 

1. IGS objects to and declines to respond to each and every discovery request to the extent it 

calls for responses that are not within reasonable bounds, are not relevant to the subject 

matter involved in the pending action, and in general, call for responses that lie outside 

the scope of this proceeding, are not relevant to the subject matter of this proceeding, or 

are not reasonably calculated to lead to the discovery of admissible evidence. See Ky. 

CR 26.02; see also Carpenter v. Wells, 358 S.W.2d 524,526-27 (Ky. 1962). 

IGS objects to and declines to respond to each and every discovery request to the extent it 

seeks information that is confidential or privileged by statute or common law, including 

without limitation, privileged communications between attorney and client, attorney work 

product, trial preparation materials, mental impressions, conclusions, opinions, or legal 

theories of an attorney or any other representative of IGS. See Ky. CR 26.02; see also 

Alexander v. Swearer, 642 S.W.2d 896,898 (Ky. 1982). 

IGS objects to and declines to respond to each and every discovery request to the extent it 

is vague, ambiguous, or contains terms and/or phrases that are undefined and/or are 

subject to varying interpretations or meanings, and could, therefore, cause responses to be 

misleading andor incorrect. See Ky. CR 26.02 and 26.03. 

IGS objects to and declines to respond to each and every discovery request to the extent 

that it causes annoyance, embarrassment, oppression, or undue burden or expense. See 

Ky. CR 26.03; see also Britton v. Garland, 335 S.W.2d 329,331 (Ky. 1960). 

2. 

3. 

4. 

2 
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5. IGS objects to and declines to respond to each and every discovery request to the extent it 

is abusive or in bad faith. The purpose of discovery is not to explore whether CKY has a 

cause of action, and such use of discovery is impermissible, inasmuch as discovery must 

be relevant to the subject matter of the suit. See Ky. CR 26.02-.03; see also Pendleton 

Brothers Vending, Inc. v. Kentucky, 758 S.W.2d 24 (Ky. 1988). 

To the extent the discovery request seeks relevant information which may be derived or 

ascertained from the business records of IGS or from examination, audit, or inspection of 

such business records, or from a compilation, abstract, or summary based thereon, and 

the burden of deriving or ascertaining the answer is substantially the same for CKY, as it 

is for IGS, then IGS may specify the records from which the answers may be derived or 

ascertained, and afford CKY a reasonable opportunity to examine, audit, or inspect such 

records and to make copies, compilations, abstracts, or summaries of the same. See Ky. 

CR 33.03. 

IGS objects to and declines to respond to each and every discovery request to the extent it 

calls for information that is not in IGS’s current possession, custody, or control. IGS also 

objects to and declines to respond to each and every discovery request that seeks 

information already known or readily available by less onerous means, including without 

limitation, information that is already on file with this Commission and other documents 

that IGS has filed with this Commission. See Ky. CR 26.02, 33.01, 33.03, and 34.01. 

The production of any documents by IGS does not and shall not constitute any admission 

concerning any document, their content, or the evidentiary sufficiency of any documents, 

including without limitation, its authentication, best evidence, relevancy, or hearsay. 

Columbia Gas of Kentucky, Inc. is referred to as “Columbia” or “CKY.” 

6. 

7. 

8. 

9. 
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‘I 10. All responses of IGS to the discovery requests are made subject to, and without waiving 

these objections. 

SPECIFIC RESPONSES TO INTERROGATORIES 

Data Request No. 1: 

Refer to page 6, paragraph 16 of IGS’s petition to continue and make permanent the 

Columbia Gas of Kentucky, Inc. (“Columbia”) Choice Program. Explain why IGS believes that 

there was a presumption, based on the Commission’s March 6, 2000 Order in this proceeding, 

that, at the end of the pilot program, a decision would be made to institute the Choice Program 

permanently. 

Response to No. 1: Provided by Scott White, President, IGS. 

On page 6, Paragraph 16, of IGS’s petition to the Commission, IGS indicated as follows: 

“The Commission’s March 6, 2000 Order in Case No. 1999-00165 provides for the end of the 

pilot program on October 31,2004, when, presumably, a decision would be made to institute the 

Choice Program as a permanent component of Kentucky’s regulatory scheme for natural gas 

service.” As indicated in that Paragraph 16, and more fully discussed in IGS’s petition, IGS 

asserts that the Columbia Choice Program is a success. The CKY Choice Program has satisfied 

its six stated goals and has robust consumer participation rates, evidencing its success and value 

to Kentucky consumers. Based on the observation that the Choice Program is a success, as 

measured by its stated goals and because Kentucky consumers desire it, IGS respectfully submits 

that it is reasonable for IGS to presume that the Commission would desire to continue the CKY 

Choice Program. Having approved the pilot Choice Program and set forth certain goals to 

measure its success, IGS respectfully submits that it is also reasonable for participating suppliers, 
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having committed significant resources to participating in and making the program a success, to 

have relied on the presumption that the Commission would desire to make permanent a 

successful pilot program, such as the Columbia Choice Program. Further, evidence from other 

states and other companies shows a trend toward choice programs and their value to consumers. 

Data Request No. 2: 

Refer to page 6, paragraphs 16 through 18 of IGS’s petition, which refer to customer choice 

programs available in other states generally, and specifically to Ohio. 

a. Given the statutory structure and administrative rules that govern the programs in Ohio, 

compared to an absence of statutory authority and administrative rules in Kentucky, explain why 

a comparison of Columbia’s pilot program (the only such program in Kentucky) to Ohio (where 

such programs are available throughout the state) is a valid comparison for purposes of this 

proceeding. 

Response to No 2(a): Objection by Counsel, Response Provided by Scott White, President, IGS. 

Obiection: See General Objection No. 2, and’ the question calls for a legal conclusion and 

presumes a lack of authority. Without waiving such objection, the following response is 

provided: 

Although the State of Ohio has recently legislated (see Sub. H. B. No. 9, 124‘h General 

Assembly Regular Session, 2001-2002) and regulated (see Ohio Administrative Code 4901 : 1-27 

to 34) choice programs, the Columbia Gas of Ohio, Inc. (“COH’ or “Columbia Ohio”) choice 

program and the Columbia Choice Programs were initiated in similar fashions: by programs 

designed through collaborative stakeholder input and approved by the respective state 
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Commissions, prior to legislation or regulation. Accordingly, comparing the Columbia Ohio 

choice program to the Columbia Choice Program is a valid and reasonable comparison for 

purposes of this proceeding. As background, the history of the stakeholder implementation of 

each program is provided below, 

In Kentucky, the Commission promoted and encouraged LDCs to unbundle retail rates 

and services for natural gas in Administrative Case No. 367, 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. In that matter, the 

Commission indicated that any utility proposing a customer choice or rate unbundling program 

must, among other matters, demonstrate that there had been sufficient input and support from its 

stakeholders. Accordingly, supported by stakeholder input, Columbia proposed its current 

Choice Program in this docket, Case No. 1999-00165. The Commission approved the Choice 

Program, as a pilot program, and retained regulatory oversight over the program by its Order of 

January 27,2000. 

In approving the Choice Program as proposed by CKY and the collaborative 

stakeholders, the Commission comported with KRS 5 278.030 in allowing CKY to receive a just 

and reasonable rate for its services in general and relative to the Choice Program, and CKY has 

collected the same in exchange for its requirement to provide reasonable, efficient, and adequate 

service, including its services associated with the Choice Program. 

Similarly, in Ohio, the Columbia Ohio choice program was implemented and has 

continued by agreement between Columbia Ohio and a stakeholder group of interested parties 

(called the “Collaborative”), as summarized below. Since 1994, Columbia and the Collaborative 

have, through a stakeholder process, arrived at settlements concerning the management and 
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operation of Columbia Ohio’s system. Starting in 1994, the Collaborative negotiated a 

Stipulation that adjusted Columbia Ohio’s rates and tariffs, prior to Columbia Ohio’s filing of a 

rate case. The Ohio Commission approved the Stipulation by an Opinion and Order dated 

September 29, 1994. 

In 1996, following discussions with the Collaborative, Columbia Ohio filed an 

application in Case No. 96-1 1 13-GA-ATAY in which it sought the regulatory approvals necessary 

to begin implementation of its customer choice program. After the filing of the application in 

Case No. 96- 1 1 13-GA-ATAY the Collaborative continued to discuss and refine the Columbia 

Ohio choice program. From these discussions, an amended application was filed in Case No. 96- 

1 1 13-GA-ATAY on January 3, 1997. By Opinion and Order issued on January 9, 1997, and an 

Entry on Rehearing issued on March 6, 1997, the Commission approved the Columbia Ohio 

choice program, with slight modifications to the applications. 

In 1997, the Collaborative agreed on methods of using non-traditional revenue sources, 

such as off-system sales and capacity releases, to help fund recovery of the stranded transition 

costs associated with the expansion of the choice program, which was embodied in the Second 

Amendment to Joint Stipulation and Recommendation, in Case No. 94-987-GA-AIRY and the 

Joint Stipulation and Recommendation, in Case No. 96-1 1 13-GA-ATA (“1997 Stipulation”), 

filed on November 28, 1997, and approved by the Ohio Commission by Entry dated January 7, 

1998. 

During 1998, Columbia Ohio and the Collaborative agreed on an application to seek the 

Ohio Commission’s approval to expand the choice program statewide. This resulted in an 

Application that received the Ohio Commission’s approval by a Finding and Order dated June 

18, 1998, by which the Ohio Commission authorized statewide expansion of the choice program 
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for a four-year period. On June 8, 1999, a stipulation and recommendation was filed in 

Columbia Ohio’s 1998 GCR Case, Case No. 98-222-GA-GCR. That stipulation also 

recommended several revisions to the choice program funding mechanism, subject to the 

Collaborative’s concurrence. The Collaborative reviewed the matters referred to it by Columbia 

Ohio, and it recommended revisions to the original stipulation in Case No. 98-222-GA-GCR, 

which revisions were incorporated into the 1999 Stipulation, which is described below. 

The 1997 Stipulation and the accompanying March 3 1, 1998, application expressly 

contemplated additional Collaborative consideration of the choice program, and Collaborative 

discussions during 1999 focused on continuation of the choice program beyond the four-year 

term, among other matters. These discussions resulted in a Collaborative agreement embodied in 

the Third Amendment to Joint Stipulation and Recommendation in Case No. 94-987-GA-AIR, 

and Amendment to Joint Stipulation and Recommendation, in Case No. 96-1 113-GA-ATA 

(“1999 Stipulation”), filed on October 25, 1999. The Ohio Commission approved the 1999 

Stipulation by an Entry dated December 2, 1999. The terms of the 1999 Stipulation are effective 

through October 3 1, 2004. That date was selected because it coincides with the expiration date 

of the majority of Columbia’s capacity contracts with interstate pipeline suppliers. Discussions 

with the Collaborative concerning the operation of the choice program are currently underway. 

Accordingly, based on the history of the CKY and Columbia Ohio choice programs, 

provided above, it is clear that both programs were implemented through a stakeholder 

agreement that was approved by each State’s Commission. Accordingly, comparing the 

Columbia Ohio choice program to the CKY Choice Program is a valid and reasonable 

comparison for purposes of this proceeding. 
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b. Many states have restructured or deregulated their utility industries to make choice 

programshnbundled rates available to consumers of gas or electricity. However, for various 

reasons, Kentucky has chosen not to restructure and unbundle the rates of its electric utilities to 

make multiple suppliers available to consumers. Likewise, other than approving Columbia’s 

pilot Choice Program, Kentucky has not attempted to unbundle natural gas rates to make 

multiple suppliers available to consumers. Explain why IGS believes the practices in place in 

other states should be considered by the Commission in this proceeding. 

Response to No 2(b): Provided by Scott White, President, IGS. 

First, IGS believes that the introduction of choice in the provision of gas commodity 

services is good for consumers and the industry, and experiences in other states support this 

view. Referring to Data Request No 2(a), and IGS’s response thereto, above, in comparing the 

CKY Choice Program to COH’s choice program, IGS is not suggesting that Kentucky nor the 

Commission follow the policies of other states. IGS compared the CKY Choice Program to the 

COH choice program, because, among other reasons: (i) CKY and COH are sister LDCs owned 

by the same parent company, NiSource, Inc.; (ii) both programs have a similar genesis, in that 

each was implemented through a “collaborative” process settlement between the companies, and 

approved by each State’s Commission; (iii) the CKY Choice Program and COH choice program 

each have many abundantly similar, substantive tariff provisions and operational requirements, 

which is not surprising inasmuch as the COH program served as a model for the CKY program; 

(iv) both contain company-proposed off-system-sales revenue sharing provisions to manage 

stranded costs; and (v) IGS understands that both companies apparently rely on certain common 

personnel for operational and gas supply transactional purposes, indeed both share the same 

counsel. Given the significant similarities in the methodology and operations of the two 
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programs by these sister LDCs, IGS respectfully submits that it is reasonable for the Commission 

to compare the CKY and COH programs for purposes of this proceeding, without regard to the 

respective policies, statutes, and policies in the respective States. 

Given these substantive similarities, IGS is at a loss to understand why, given the success 

of the CKY Choice Program, the savings that consumers have captured, and the present over- 

funding of stranded costs, that CKY desires to terminate its program and deny Kentucky 

consumers the value-added benefits of the Choice Program-while its affiliate, COH is 

continuing to promote its choice program as a means for its Ohio consumers to have choices of 

suppliers and the opportunity to capture savings, among other benefits. Indeed, COH touts the 

success of its choice program, as set forth in Attachment A hereto, which indicates, for example, 

residential participation rates of 43%, commercial participation rates of 46%, and savings of 

$149 million. Hence, given the success of the CKY Choice Program, IGS respectfully submits 

that, instead of terminating the same, it is entirely possible to operate the CKY Choice Program 

to achieve success similar to the COH choice program, to provide CKY consumers with the 

opportunity for comparable benefits. 

Data Request No. 3 

Refer to page 10, paragraph 29 of IGS’s petition, and the description of the savings IGS’s 

customers have realized under the Choice Program, specifically, the statement “Through June 

2002, IGS saved its customers approximately $1,605,069.81, with savings balanced by a high of 

$2,936,555.20 for certain rate products and negative savings of $803,390.00 for another rate 

product.” 
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a. 

second and third amounts of $2.9 million and $800,000, respectively. 

Response to No 3(a): Provided by Scott White, President, IGS. 

Explain how, or whether, the first amount, $1.6 million, is derived from or related to, the 

Generally, in determining the above-calculated aggregate savings of $1,605,069.8 1, the 

calculated savings ranged from $2,936,555.20 in savings for certain rate products, to negative 

savings of $803,390.22 for other rate products. This range in savings reflects the volatility in gas 

commodity prices relative to savings associated with fixed or guaranteed percentage-savings 

discounts relative to CKY’s GCR. These savings were calculated at the time of the mandatory 

capacity assignment case, and as part of this discovery, IGS has a more detailed savings 

calculation and input data, discussed in Response to No. 3(d). See Response to No. 3(d) 

b. Provide all calculations, workpapers, spreadsheets, etc. necessary to show the derivation 

of each of these amounts, plus a narrative description of all the calculations, workpapers, 

spreadsheets, etc. 

Response to No 3(b): Provided by Scott White, President, IGS. 

Please see Attachment B hereto, and see Response to Nos. 3(a) and 3(d). 

c. Identify all the different rate products referenced in the statement that begins, “Through 

June 2000 . . ..” Describe how IGS has marketed its different rate products to customers during 

the time it has participated in Columbia’s Choice Program. 

Response to No 3(c): Provided by Scott White, President, IGS. 

Through that period to March 2002, IGS marketed a total of eight different rate products, 

falling into three broad categories, consisting of the guaranteed savings products, fixed price 

products, and a monthly variable product. Customers purchased gas under three (3) guaranteed 
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savings rates and four (4) fixed price rates. The third category of rate product, the monthly 

variable rate, is based on the NYMEX cost of gas, with a fixed adder. IGS did not actively 

market this NYMEX-based rate product, and created it only in response to a customer’s request, 

because that customer’s other facilities located across the country purchased their gas in such a 

manner. 

Generally, the guaranteed savings programs offer a percentage discount off CKY’s gas 

cost, with discount savings percentages ranging from 5% to 12% off CKY’s gas cost. The 

breakdown of these customers is as follows: 

9 5% discount - 2488 customers 

9 10% discount - 2829 customers 

9 12% discount - 3 customers 

Over time, the fixed price programs offered fixed prices ranging from $5.39 to $7.65 per 

Mcf. The breakdown of these customers is as follows: 

> $5.39/MCF - 6927 customers 

9 $5.49/MCF - 10001 customers 

9 $5.99/MCF - 19839 customers 

9 $7.65/MCF - 20 customers 

The NYMEX-based product was a monthly variable rate, based on the previous month’s 

closing price, plus $1.75 per Mcf. Five (5) customers were on this rate. 

IGS marketed its products to CKY Choice Program customers in a number of different ways; 

however, primarily using direct mail. IGS designs its direct mail pieces to be educational, 

generally, to supplement CKY educational materials and efforts. These direct mail pieces 

explained the fundamentals of deregulation, answered frequently asked questions about the 
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newly unbundled marketplace, and illustrated what the customer’s bill would look like after they 

switched to purchasing their natural gas from IGS. See samples of IGS’ direct mail marketing 

materials, attached hereto as Attachment C. IGS’ direct mail materials allowed consumers to 

contact IGS in three (3) different ways, consisting of: (1) mailing in a postage-paid business 

reply card that was part of the direct mail materials, (2) calling into a 24-hour enrollment center, 

or (3) enrolling online at IGS’ website. 

Customers were also contacted by outbound telephone solicitations, usually following a 

direct mailing campaign. This approach proved its effectiveness, as customers could ask 

additional questions about IGS or deregulation in general, and potentially enroll over the phone. 

IGS also purchased newspaper, television, and radio advertising in the greater Lexington market 

to familiarize customers with IGS’ name and products. In addition to media purchases, in Fall 

2000, an IGS representative participated in a public access television forum about the CKY 

Choice Program, which aired numerous times in the Lexington market. 

Lastly, as of January 2002, IGS served approximately 44,000 Choice Program customers. 

By April 2003, the number of IGS’s customers had dropped to approximately 37,800. This drop 

occurred because IGS discontinued its active solicitation and marketing efforts, to mitigate 

associated expenditures, pending resolution of CKY’s restrictive mandatory capacity assignment 

filing. IGS ceased its marketing efforts around March 2002, to until approximately May 2003, 

when IGS reinitiated its marketing efforts-IGS did not accept any new enrollments associated 

with active marketing and solicitation activities. During the period of cessation of IGS’s 

marketing activities, however, IGS continued to accept customer renewals, renewals due to 

relocations of existing customers within CKY’ s service area, and unsolicited enrollment requests 

from word-of-mouth recommendations of IGS. 

13 
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From approximately May 1, 2003, to June 12, 2003, IGS offered prospective customers 

the opportunity to enroll in the Choice Program under the following two offers: (1) A 

guaranteed savings program with a 5% discount off CKY’s Expected Gas Cost (EGC), through 

March 2004, and (2) A fixed price of $7.89 per Mcf through March 2004. See Attachment C-4 

hereto. 

d. 

savings of $2.7 million through April 2003. 

spreadsheets, etc. necessary to show the derivation of this amount. 

description of all the calculations, workpapers, spreadsheets, etc. 

Response to No 3(d): Provided by Scott White, President, IGS. 

The paragraph also indicates that IGS estimates it has provided its customers with 

Provide all the calculations, workpapers, 

Include a narrative 

The calculations referencing the $2.7 million savings are attached hereto as Attachment 

D, also attached, as Attachment E, is IGS’s revised savings calculations spreadsheet, which uses 

a more detailed calculation methodology, revising the savings to approximately $3.1 million 

through May 2003. The process used to analyze the saving in the spreadsheets consists of taking 

the total sales dollars and total sales units (obtained from CKY’s monthly remittance statements) 

to determine IGS’s average price per Mcf, which price is compared to CKY’s applicable rate 

(either the EGC or the GCR), to determine the savings per Mcf, which savings times the 

customer volumes over that period, results in the total savings figure. 

The applicable comparison unit, whether the ECG or GCR, depends on the length of the 

customer’s participation in the program. A migrating customer is responsible for any prior 

period gas cost adjustments, whether credits or debits. Customers in the first 12-months on the 

program, and that received the gas cost adjustments, are compared to the EGC, but after the 

14 
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initial 12 months their comparison unit is the GCR. Note, through August 2001, CKY did not 

pass through these adjustments, and therefore, the applicable comparison unit for all customers 

over this period was the GCR, not the EGC. 

IGS’s revised savings calculation uses more specific data. For the original $2.7 million 

savings estimate, IGS used a ratio of the aggregate number of customers to estimate the 

percentage of usage for comparison against the EGC versus the GCR. For the revised $3.1 

million savings calculation, IGS, using CKY’s monthly DET files, identified the actual 

customers who had been enrolled in the program for 12 months or more, and used their actual 

consumption to determine the gas volumes to be compared to the EGC. 

Respectfully submitted, 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 502/72 1-9555 

E-mail: jcox@coxbowlingjohnson.com 
Fax: 502/721-9517 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: jbentine@cwslaw.com 
Direct Dial: (614) 334-6121 

Bobby Singh, Esq. (0072743) 
E-Mail: bsingh@cwslaw.com 
Direct Dial: (614) 334-6122 

CHESTER WILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 

15 

mailto:jcox@coxbowlingjohnson.com
mailto:jbentine@cwslaw.com
mailto:bsingh@cwslaw.com


(614) 221-4000 (main number) 
(614) 221-4012 (facsimile) 



I 
I 
I 
I 
I 

I B  
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Interstate Gas Supply, Inc.’s Responses to 

First Data Request of Commission Staff was mailed, postage prepaid to the below listed persons 

on July 24,2003. 

Stephen B. Seiple, Esq. 
Senior Attorney 
Columbia Gas of Kentucky 
P.O. Box 14241 
Lexington, KY 405 12 

David J. Barberie, Esq. 
Edward W. Gardner, Esq. 
Lexington-Fayette Urban County 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Government 

AeL Counsel for Petitioner 

SERVICE LIST 

Joe F. Childers 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison & 
Nicholas Counties, Inc. 
Suite 310,201, West Short Street 
Lexington, KY 40507 

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

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

Richard S. Taylor, Esq. 
225 Capital Avenue 
Frankfort, KY 40601 

Attorney General for the Commonwealth 
of Kentucky 

A m :  Bob Gray, Director 
Rate Intervention 
1024 Capital Center Drive 
Frankfort, KY 40601 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
2 1 10 CBLD Center 
36 East 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 
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Plans Will Continue 

Columbia Gas Will 5till: 
Read Your Meter 
5end You One Monthly Bill 
Deliver Your Gas 

Goodwill Industries 

Homes are warming up t o  us. I ‘ H.u.n-.”“z”)nu 

IGS MARKETING MA TERIAL 
Winter 2000 

c-1 Page I of 4 
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IGS offers convenient single billing through Columbia Gas of Kentucky. 

Sample Bill 
.U, 

Colum@a Gas 
of Kentucky 

Billing Summary For : YOUR NAME 
YOUR ADDRESS 
YOUR CITY STATE ZIP CODE 

Utility Services 

Prior billing Information 
Account Balance on Last Bill 

01 09 G 3090 

$23.04 

Pavments Received as of 09-22-2000 $23.04 
~ ~~ 

Previous Balance at Billing $0.00 

Minimum Monthly Charge COS*, ,gas 

Current Charges for Residential Service 'our neb 
' O b r  

"ere. 
$1 4.06 

Gas Delivery Charge $35.11 

$1 9.08 

School Tax $1.14 

Customer Assistance Program Surcharge $.06 

Current Month Charges $32.96 

$32.96 

The above sample is what your bill will look like after choosing IGS. 
The above bill is a sample only. Actual dollar amounts will vary depending on your gas usage. 

Note:  al l  local taxes and fees current ly  appl ied to your gas bill will sti l l  apply after choosing IGS. 

IGS MARKETING MA TERIAL 
Winter 2000 

Page 2 of 4 
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Keep this portion for your records 
Terms &Conditions - Form #KlOGS 
1. Tllc tenn ol this agreenwxi wi l l  bcgin with ini i iul  gas dvliwries uiid wil l  coiitiiiur. 
duoogh September 2001 ('Prininry tenn") si yar to yenr diercafter ('Semiidan~ tenti(s)') 
unti l  canceled bg written nntice 30 dovs belor?. llir eiid ol n priiiinry or srcoi~du? ienri  
or as otIie~\visc provided by tliis agreemetit. liitersiuie Gus S~ipply, I I K .  (IGS) s11uII ntntily 
t h e  ut i l i iy wir l i i t i  60 dnvs'ol receipi and ncceptuncr ol rhc consent lunn. Uiic I O  the 
volatility of gas prices Ids mserves the esclusivc riglit I O  clinnpr its lewis and condirioiis 
and theklore i o  not accept offer #KlOCS consent lomis a i  an) titnr. If ICs were to not 
accept n cunstm form thrn t h e  rcjected conseii~ fann wil l  I,e s'ciit brick In mc nloiig wi lh  
a IICW co~iscn~ ion" wit l i  ICs' new iern15 nnd cotirlitions. 

2. Tile Choice Prognni is aiibyxt to ongoiiig Public Scrvice Comrnissiuii of Keiirucky 
jiirisdictioii and I iiiiderstund that il thr Choicc program is ianninaicd by thc Public 
Servicc Coniinimmn of Kentucky 11im ugrreinciri wi l l  br icrn~it inicd withollt penalty tu 
tnc. ICs rcacrves tlic r ighi to rescind or re-pricc fliis O F h  dine IO nit!. regidator!. ur  
procedural cliangc that itmg alleci ICs' abilitp IO senn custoiiiers wider t11c w i n s  und 
cwiditioiis of this oiler. 

I 

3. For i n y  conveiiiencr I will rrceivc only on(: Iill. wlrich wil l  be ismcd by Colimrbin a ~ i d  
will corilnUi ICs' gas cosi pliis sales mx ( i l  opplicnldc) nnd a11 olColtiinbio'a tratisponurioii 
charges. If I pay iinder tlic check h e  or bidgel bi l l  payment p l o ~ ~  I widcrsiond thur  this 
xnk  is ovailublc and wil l  mniniii the satric. I ngrer I O  cnnliniw I O  puy Columbia fur 
i l ie eiiure gas bi l l  under Coliiiiibiu'b p~yinr-nt renris and conditions. A i  nny t i t t le  and lnnu 
i i i i ie to t i r i a  during ilir t a m  ol this ugreetneiit ICs inuy. nl its sule optioii. transfer m) 
aervicc back to Colwnhin for onr: or wnrc ~iioiiths u i d  reiiiibiirsc nir lor ilic dillercncr 
berween d i e  tiiiliiy's ruie and i lw  L ' O I I I ~ U C I  prier and il ICs dwa so. ICs rimy luier, u t  its 
SOIP option, irunsler my servicc bock I O  ICs tiltdcr ilir Chime Pmgraiii lor 11ie reclnnilidr.r 
o l  in\. contract term. I wil l  n:cr,ive reiinbiirscllicni no lnier ~Iiiiii 90 rluys altar retiirii i i ig 
to tIie CItoicr Progrant or 90 t~iiys d i e r  terniinuiioiz of tliis ctiiiiruci: wIiicIievcr is curlicr. 

4. I,, the C\.ellt ,,r I, billillg diSl,,,ic I s l ~ d d  CUI~IUCI Coliiiiiliia CUS or K;elliucky (CKY) 
a i  thc nulr ibcr l is icd O I I  t h r i r  b i l l  lo r  is*iii:s r rgurd ing vn1~1111r iir n i c f r r i i i g .  

lronrinwdm -ridel 

IGS MARKETING MATERIAL 
Winter 2000 
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4. Continued 
For otlier t i e h o w  abooi ipriciii- I slioi~ld COIIIIICI I C s  ;it 1 -800-280-+47+. I utid&iid 
that ICs utl  u.5~ t h e  lollowno diFpiite resnluiioii rwedurt: nboiit niy n-reeincnt witli ICs: 
upoi l  cotitactin-. ICS, I wil l  e.:pIaitt ti iy issincs to t i e  I& rcprescntative \:.lie w111 attctnpt to 
unswer niy con:enib and work oui a mutuully snitsfactun soltmon. Failium a resolution. rhe 
ICS rrpresentntwe wil l  rcrer m y  151511e(5) io  an ICS s u p e ~ i s o r  wlin wil l  p+npt~y coiltact m e  
to discusslresolve thc issuc(s). For anv prohienis rcgardin* thc CKY C ioice ro*ratn I may 
also coiilact 111c Public Serricc Contt~issioi i  o f  Kenriicky:r 1 -8O0-??2-+6{6. ?f a dispule 
cnnnot be resolved in the above lashion I agrcc t l i a i  anv legal acrion involving nny nnd al l  
dis Utes nrising under or relatine io  this agrcemciit sIia11 be brought i n  a coitn of ihe State 
of 6h io sinin" In Frnnkliii  cow^^ Ohio or tn the United Sinim Dismct Court lor the Southern 
District 01 Ohqo sittin" i n  Colund,iq Ohio. I siiliniit to rlic personal jiirisdiction ois11c11 couns 
nnd irrevocably wai; any and a11 olrjecrions flint I now liavc or might i n  the future have to 
an\' and all such coum a; t h e  proper l o r m  for onv and all actiotis arisitw iindcr or related 
to h i s  a reemeiit. T h i s  anrecnteiit shall be inte;pieted and enforced ucc&ding io  the law5 
or the. s t a t e  of Ohio: wi t l io i i f  g i v i n g  c l  eci to i t 5  cl ioice of  law pr inc ip les.  

5. Price: Mv pr ice w i l l  be cnlculured each month lo b e  10% less lhan Columbia 's  
Quarterly C i s  Cnsl Recovery r n l e  (GCR). 

6. I will be res onsible for al l  ctiwves nsscssati by Colunihiu for v )  adjustments to Columbia's 
Expected Cas Eosi ( i i )  rrans o d n n  ol rlic Gas and ntlicr upp icab e char-es by Columbia 
lor del iven of w s  si ( i i i )  sares ras at the del ivcn poini ( i f  applicnblc). la inn!' coniinue 
niy semice'lor s&ondwy terms under a fired rme .er MCF ur bnsc in? rate tising a percentage 
or dollar atnoiini off uf Columbia's cost. I C s  wilrnoti fv m c  at leusf 60 days prior to the end 
of any term or h e i r  desire io  curitiriue semice under t h i s  u p e n t e n t  nnd of any clianges to 
tlic w i n s  atid conditions. If I do not cancel 30 days piior LO the end of a primurv or s e c o n d q  
tenn rhc n n-enieni wi l l  continue foro secondary tern) and will include m y  of the proposed 
chniines A%.& the primary ienn I can renniiiote this agreetnent or contintie purchasing gas 
fromilcs. 

1. l'liis convact is assignnble by ICS witlwut in! consent and subjaci only io  any regulatory 
apprnvnls reqiiired under t l i e  Cirstnnier Choice program. 

8. I ~ i i d r r s i i l n d  tliai i f  I m o w  io  another address widi in Coloiohia's s e ~ i c r  territory that 
i l i i s  agrcetneni wi l l  automatically roniinue a i  the ncw lomi ion tindcr n new CKY account 
number. Il ICS is  tinable t o  auioinarically eriroll me ai  my new nddrcss then upon request 1 
agree I O  provide them wn11 my new addrcss and a r c t w i i  iiiiinber. 

-.. 

U 

I 
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IGS offers convenient single billing through Columbia Gas of Kentucky. I 

Sample Bill I 

Your Account Number 
000000000000000 

cOhhm&?& Gas 
of Kentucky I I 

Billing Summary For: SANDY K NUNLEY 
1409 BELLEFONTE RD 
FLATWOODS KY 41 139-1 805 

Utility Services 

Prior billing Information 
Account Balance‘on L s t  Bill $64.27 

Pavments Received as of 03-22-2001 $64.27 

01 09 G 3090 

Previous Balance at Billing . $0.00 I 

Current Charges for Residential Service - # yolv h, 

Minimum Monthly Charge ‘O”er g;w $8.10 

Gas Deliverv Charae ere. $6.76 

n.-> 9 

$31 -37 

School Tax $1.25 
r . .  Customer Assistance Proaram Surcharae . $.06 

Current Month Charges $447.48 

The above sample is what  your bill will look like after choosing IGS. 
The above bill is a sample only. Actual dollar amounts will vary depending on your gas usage. 

Note: all local taxes and fees currently applied to your gas bill will still apply after choosing IGS. 

IGS MARKETING MA TERIAL 
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Keep this portion for your records 
Terms &. Conditions - Form #K765 

1. The tErm of this agreement will begin with initial cas deliveries and will continue 
for 12 consecutive months ('Primary term') E year to year thereafter ('6econdnt). 
temds)') until canceled by written notice 30 days before the end of n primary or 
secondap term or as otherwie proxided by this aseement .  Interstate Cas Supply. 
Inc. (ICs) will use its best efforts to trsnskr $Is service within 45 day6 of receipt and 
acceptance of the consent form. Due to the volatilip of p r i m  IC6 reserves the 
exclusive right to change iw term6 and conditions and therefore to not accept offer 
1K765 consent forms at any time. I f  1GS were m not accept a consent form then the 
rejected consent form will be sent back to me along -,ith a new consent form with 
IC6 new terms and conditions. 

2. The C h o i n  Program is subject to on s i @  Public Senice Commisaion of Kentucky 
jurisdiction and 1 understnnd that if the Cho in  progrnm is terminated by the P u b l i  
Service Commission of Kentncliy this agreement will be terminated without penalp 
to me. IC6 reserves the y h t  to rescind or re-price this offer due to any regulatory or 
procedural chante  that may affect IC6' nbiliv td a w e  cusmrners under the terms and 
conditions of this offer. 

3. Rice: M y  price Hi l l  be fixed at bi.65 per MCF for one yew. 
4. For my convenience 1 will receive only one bill. which will be issued by Columbia 
Cas of Kentucky (CliY) and will contain 1G6' 906 cost plus  des tax and all Of 
Columbio's transportation chnees. If 1 pay under the check free or  b u d e t  bill 
payment pian 1 understand that this semics is available and will lrmnin the snme. 1 
agree to continue to pay CKY for the entire $ I s  bill under Columbia's payment terms 
and conditions. 

IGS MARKETING MA TERTAL , 
Spring 2001 
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Frequently asked questions about Deregulation and the 
Columbia Gas of Kentucky Customer Choice program 

Will Columbia be upset if I choose another gas supplier? 
NO. Since utility companies in Kentucky are not permitted to make money on the 
sale o nutural gas, buying your gas f iom IGS does not upset or harm Columbia 
at a1 If 

Is dere,dation something new? 
NO. Very large natural gas users - such as manufacturers and hospitals have 
been sauina money by purchasing gas f iom deregulated suppliersfor more than 
20 years. ?he Customer Choice rogrum now mukes this savings auaiLabLe to 
Columbia’s residential and sma P 1 business customers. 

How will I be billed? 
Columbia will still send you one bill - our gas cost will be itemized on your bill, 
so you can see exactly what you are paying, and budget billing and automatic 
bill payment wiL1 continue. 

You still call Columka -just as you always haue. 
Who do I call if1 smell w a s ,  or need repairs made to my gas lines? 

What if I change my mind? 
I for any reason in the first 12 months o your agreement you decide that you no 

return you to Columbia. 
l nger  want to receiue your gas from IG B :just let us know in writing, and we’ll 

How is IGS able to sell me $as for less than my utility company? 
As a non-regulated company, IGS is able to take aduantage offirincia1 markets 
unuvailable to regulated uality companies. 

Note: All lor \axes and fees currently applied to your gas bill will still appl: fer choosing IGS. 

IGS MARKETING MA TERIAL 
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-',:Have your account number ready and call to 
.enroll. '7 davs a week, 24 hours a dav.' 

11 free 1-877-444-742 

5 c 
s. e 
* 

IGS MARKETING MA TERlAL 
Fall 2001 

Page 3 of 4 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

. 

a 
5- 
0 
CD 

IGS MARKETING MATERLAL 
Fall 200I 

Page 4 of 4 



1 
I 
1 
li 
I 
I 
1 

[Name] 
[Address] 
[Address 21 
[City, State, ZIP] 

Natural gas prices a re  on the rise. 
Take Control of Your Gas Bills and Start Saving Now! 

You currently pay Columbia Gas of Kentucky $9.17 per kIcf for your natural gas. This is (i iz  irzcrriisr oJmorr 
rhutt  100% Over die past 6 nzonrlts! Interstate Gas Supply (“IGS”) is now offering you I\YO gr-ear M’CI)/S to take 
control of your gas costs. ICs is one of the largest non-regulated natural gas suppliers 111 the United States. We 
currently supply more than hulf‘li inillion families, businesses, and manufacturers with all of their natural gas 
needs. In hct ,  niore than 25% of Columbia Gas of Kentucky’s customers already purchase their gas from 
ICs. Since the start of the Customer Choice Program, we have saved our customers inillions of dollars. Emoll 
now, and you too can start to take control of your gas costs. 

Option One 
Fixed Price 

This  option lets you 
lock in a price of $7.89 
per Mcf, compared t o  
Columbia‘s current  
price of $9.17 per  Mcf. 
This is a current  
savings of 14%! This  
price will also remain 
s tab le  through March 
of 2004. 

Option Two 
Guaranteed Savings 

This option guarantees  
that  you will a lways 
save 5% off of t h e  cost  
t h a t  Columbia will 
charge  for natural gas.  
N o  mat te r  wha t  
Columbia charges  for 
g a s  in t h e  future,  IGS 
guarantees  your 
savings of 5%. 

I Your  Satisfaction is Cunrtinteetf, o r  you may cancel a t  any time, wittiout penalty! 

No cost to enroll 
No monthly charges 
No hidden costs 

Columbia Gas will still continue to: 

Deliver your gas 
Send you one monthly bill 

Respond to your service calls 

I The ONLYdifference is ... you get to take control of y o u r  gas costs! 

In  addition to approximately 35,000 satisfied Kentucky families, here a re  a few more ICs 
customers currently saving on their gas bills: 

Acura of Lexington American Red Cross Burger King Carliartt, fnc. 
Commonwealth of Kentucky Central Baptist Church City o f  Ashland 
Fayette County Public Schools Goodwill lnds. Winn Dixie Stores American Red Cross 
Kentucky State University Pier I Imports Pizza Hut Toyota of Lexington 
Lesington Scliools Lowe’s Iiic. McDollalds Xerox Corporatioii 

Cracker Barrel 

EXHIBIT 1-1 There a r e  two e a s y  w a y s  to enroll: 
Log-on to www.IGSenersv.com to learn more and enroll on-line 

or 

Call toll-free 1-877-444-7427 to start saving on your gas  bills! 

I D  number [123456] 

http://www.IGSenersv.com
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% 42QQ3 
BEFORE THE PUBLIC SERVICE COMMISSION JQe 

C,,BV\CE 
pmL'C ,SS\ON In the Matter of GO@ 

THE TARIFF FILING OF COLUMBIA GAS OF 
KENTUCKY, INC. TO IMPLEMENT A SMALL 
VOLUME GAS TRANSPORTATION SERVICE, 
TO CONTINUE ITS GAS COST INCENTIVE 1 1999-00 165 
MECHANISMS, AND TO CONTINUE ITS 

1 

CASE NO. 

1 
CUSTOMER ASSISTANCE PROGRAM 

INTERSTATE GAS SUPPLY, INC.'S RESPONSES TO 
INITIAL INTERROGATORIES FROM COLUMBIA GAS OF KENTUCKY, INC. 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 502/72 1-9555 

E-mail: jcox@coxbowlingjohnson.com 
F a :  502/721-9517 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: jbentine @cwslaw .com 
Direct Dial: (614) 334-6121 

Bobby Singh, Esq. (0072743) 
E-Mail: bsingh@cwslaw.com 
Direct Dial: (614) 334-6122 

CHESTER WILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
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INTERSTATE GAS SUPPLY, INC.’S RESPONSES TO 
INITIAL INTERROGATORIES FROM COLUMBIA GAS OF KENTUCKY, INC. 

Interstate Gas Supply, Inc. (“IGS”), hereby submits its responses to the Initial 
Interrogatories From Columbia Gas of Kentucky, Inc. to Interstate Gas Supply, Inc. (the, 
“Interrogatories,” IGS’s responses, “Responses,” Columbia Gas of Kentucky, Inc. (“CKY” or 
“Columbia”) as follows: 

a. The information supplied in these Responses is not based solely upon the knowledge of 
the executing party, but includes the knowledge of the party’s agents, representatives, and 
attorneys, unless privileged. 

b. The word usage and sentence structure is that of the attorneys who in fact prepared these 
Responses and the language does not purport to be the exact language of the executing 
Party. 

c. The Interrogatories have been interpreted and answered in accordance with the Kentucky 
rules, plain English usage. 

d. IGS reserves the right to amend or supplement these answers as new material information 
is discovered. 

GENERAL OBJECTIONS 

1. IGS objects to and declines to respond to each and every discovery request to the extent it 
calls for responses that are not within reasonable bounds, are not relevant to the subject 
matter involved in the pending action, and in general, call for responses that lie outside 
the scope of this proceeding, are not relevant to the subject matter of this proceeding, or 
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2. 

3. 

4. 

5. 

6. 

7. 

8. 

are not reasonably calculated to lead to the discovery of admissible evidence. See Ky. 
CR 26.02; see also Carpenter v. Wells, 358 S.W.2d 524,526-27 (Ky. 1962). 

IGS objects to and declines to respond to each and every discovery request to the extent 
that it seeks information that is confidential or privileged by statute or common law, 
including without limitation, privileged communications between attorney and client, 
attorney work product, trial preparation materials, mental impressions, conclusions, 
opinions, or legal theories of an attorney or any other representative of IGS. See Ky. CR 
26.02; see also Alexander v. Swearer, 642 S.W.2d 896,898 (Ky. 1982). 

IGS objects to and declines to respond to each and every discovery request to the extent it 
is vague, ambiguous, or contains terms and/or phrases that are undefined and/or are 
subject to varying interpretations or meanings, and could, therefore, cause responses to be 
misleading andlor incorrect. See Ky. CR 26.02 and 26.03. 

IGS objects to and declines to respond to each and every discovery request to the extent 
that it causes annoyance, embarrassment, oppression, or undue burden or expense. See 
Ky. CR 26.03; see also Britton v. Garland, 335 S.W.2d 329, 331 (Ky. 1960). 

IGS objects to and declines to respond to each and every discovery request to the extent it 
is abusive or in bad faith. The purpose of discovery is not to explore whether CKY has a 
cause of action, and such use of discovery is impermissible, inasmuch as discovery must 
be relevant to the subject matter of the suit. See Ky. CR 26.02-.03; see also Pendleton 
Brothers Vending, Inc. v. Kentucky, 758 S.W.2d 24 (Ky. 1988). 

To the extent the discovery request seeks relevant information which may be derived or 
ascertained from the business records of IGS or from examination, audit, or inspection of 
such business records, or from a compilation, abstract, or summary based thereon, and 
the burden of deriving or ascertaining the answer is substantially the same for CKY, as it 
is for IGS, then IGS may specify the records from which the answers may be derived or 
ascertained, and afford CKY a reasonable opportunity to examine, audit, or inspect such 
records and to make copies, compilations, abstracts, or summaries of the same. See Ky. 
CR 33.03. 

IGS objects to and declines to respond to each and every discovery request to the extent it 
calls for information that is not in IGS’s current possession, custody, or control. IGS also 
objects to and declines to respond to each and every discovery request that seeks 
information already known or readily available by less onerous means, including without 
limitation, information that is already on file with this Commission and other documents 
IGS has filed with this Commission. See Ky. CR 26.02, 33.01,33.03, and 34.01. 

The production of any documents by IGS does not and shall not constitute any admission 
concerning any document, their content, or the evidentiary sufficiency of any documents, 
including without limitation, its authentication, best evidence, relevancy or hearsay. 
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9. All responses of IGS to the discovery requests are made subject to, and without waiving 
these objections. 

SPECIFIC RESPONSES TO INTERROGATORIES 

Interrogatory No. 1: Has IGS retained the services of any consultants for purposes of analyzing 
the issues in these cases, or for the purpose of assisting IGS with the preparation of testimony? If 
so, with respect to each and every consultant do the following: 

See General Objection Nos. 1, 2, and 3. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

ResDonse: CKY fails to define the term “consultant.” To the extent that CKY is 
referring to persons that are not employees of IGS and not IGS’s counsel, IGS has not retained 
any such consultant. 

Interrogatorv No. l(a): Identify him or her; 

See General Objection Nos. 1, 2, and 3. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See Response to Interrogatory No. 1. 

Interrogatory No. l(b): State the subject matter about which he or she has been retained to 
assist IGS. 

See General Objection Nos. 1, 2, and 3. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See Response to Interrogatory No. 1. 

Interrogatory No. 2: With the regard to the Petition of Interstate Gas Supply, Inc. to Continue 
and Make Permanent the Choice Program of Columbia Gas of Kentucky, Inc., filed with the 
Kentucky Public Service Commission in docket number 1999-00165 on June 12, 2003 (the 
“Petition”), IGS states on p. 4 that, “IGS discontinued accepting new enrollments pending 
resolution of Columbia’s restrictive mandatory capacity filing.” On what date did IGS 
discontinue accepting new enrollments? 
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See General Objection Nos. 2, 3, 5, and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: As of January 2002, IGS served approximately 44,000 Choice Program 
customers. By April 2003, the number of IGS’s customers had dropped to approximately 
37,800. This drop occurred because IGS discontinued its active solicitation and marketing 
efforts, to mitigate associated expenditures, pending resolution of CKY’s restrictive mandatory 
capacity assignment filing. IGS ceased accepting any new enrollments associated with active 
marketing and solicitation activities around March 2002, to until approximately May 2003, when 
IGS reinitiated its marketing efforts. During the period of cessation of IGS’s marketing 
activities, however, IGS continued to accept customer renewals, renewals due to relocations of 
existing customers within CKY’s service area, and unsolicited enrollments of customers 
requesting enrollment due to word-of-mouth recommendations of IGS. 

Interrogatory No. 3: On p. 4 of the Petition IGS states that, “upon settlement of the mandatory 
capacity issue, IGS began accepting new enrollments,. . .” On what date did IGS begin accepting 
new enrollments? 

See General Objection Nos. 2, 3, 5, and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See IGS’s Response to Interrogatory No. 2, and to the extent set forth therein, 
IGS began accepting new enrollments associated with its marketing and solicitation activities 
around April 15, 2003. Relative to its May 2003 marketing effort, IGS discontinued accepting 
new enrollments around June 13, 2003. The deadline in that marketing material was initially 
June 10, 2003; however, due to the outcry from customers who had neglected to enroll and who 
continued to call IGS requesting enrollment, the deadline was extended to the end of that week. 

Interrogatory No. 4: How many customers did IGS have enrolled under Columbia’s Choice 
program on April 1,2003? 

See General Objection Nos. 3, 6, and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: Based on the confirmations sent to IGS by CKY, on April 1, 2003, IGS had 
37,828 customers enrolled in the CKY Choice Program. 

Interrogatory No. 5: How many customers did IGS have enrolled under Columbia’s Choice 
program on July 10,2003? 

4 



I 
I 
1 
I 
I 
1 
I 
I 
1 
I 
1 
I 
I 
I 
I 
I 
I 
I 

See General Objection Nos. 3, 6, and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: On July 10, 2003, IGS had an estimated 39,671 customers enrolled in the 
CKY Choice Program. Relying on the August demand curve from CKY, through July, IGS had 
39,870 customers enrolled. 

Interrogatorv No. 6: Describe IGS’s marketing efforts to enroll customers under the Choice 
program subsequent to June 1,2003. 

See General Objection Nos. 3, 6, and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: Subsequent to June 1,2003, IGS’s marketing efforts to enroll customers in the 
Choice Program generally consisted of responding to inbound telephone calls and Internet 
enrollments generated by the direct mail marketing materials sent around May 2003 to solicit 
prospective customers. 

Interrogatory No. 7: On p. 4 of the Petition, IGS states, “marketers have been reluctant to 
commit resources to enter and participate in the Columbia market.” 

(a) Identify the individual marketers that IGS knows to have been reluctant to commit 
resources to enter and participate in the Columbia market. 

See General Objection Nos. 2, 3, 4, 5,  and 7. Notwithstanding the objection(s) and 
without waiving this objection(s), the following response is provided. Objections are of counsel, 
Response provided by Scott White, President, IGS. 

Response: The marketers referred to in this Interrogatory are: WPSFSG Energy Services 
and Vectren Source. 

(b) For each marketer identified in the response to Interrogatory number 7(a) above, identify 
the individual associated with each marketer who conveyed this impression to IGS, and 
the date of the communication. 

See General Objection Nos. 2, 3, 4, 5 ,  and 7. Notwithstanding the objection(s) and 
without waiving this objection(s), the following response is provided. Objections are of counsel, 
Response provided by Scott White, President, IGS. 

Response: The person associated with WPS/FSG Energy Services was Betty Merlina, 
Vice President Operations, located at 6797 North High Street, Suite 314, Worthington Ohio, at 
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614 846 7888. The person associated with Vectren Source was Larry Friedeman, located at 100 
N. Governor Street, Evansville, IN 47711, at 812 491 4852. IGS contacted these persons on 
numerous dates over this year, exact dates are not known. 

Interrogatory No. 8: Page 4 of the Petition refers to price options available to customers. 
Please provide all the price options that IGS currently makes available to customers under 
Columbia’s Choice program. 

See General Objection Nos. 3 ,4 ,6 ,  and 7. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS currently has customers receiving gas at ten (10) different rates. Of these 
rates, some are fixed rates, some are a percentage discount off of CKY’s sales rate, and some are 
a NYMEX index rate. IGS is not currently enrolling customers due to the uncertain future of the 
Choice Program, and accordingly, there are no price options available to prospective customers. 
From approximately May 1, 2003, to June 12, 2003, IGS offered prospective customers the 
opportunity to enroll in the Choice Program under the following two offers: (1) A guaranteed 
savings program with a 5% discount off CKY’s Expected Gas Cost (EGC), through March 2004, 
and (2) A fixed price of $7.89 per Mcf through March 2004. 

The breakdown of these rates and number of enrolled customers is as follows: 

5% discount 
$5.99 per MCF 
$6.383 per MCF 
$6.438 per MCF 
$6.483 per MCF 
$6.983 per MCF 
$7.49 per MCF 
$7.89 per MCF 
$7.99 per MCF 
NYMEX+$1.75/MCF 

67 16 customers 
13944 customers 
5520 customers 
79 15 customers 
2 13 customers 
148 customers 
1435 customers 
2363 customers 
1468 customers 
5 customers 

(a) Have these price options been revised since January 1,2003? 

See General Objection Nos. 2, 3, and 8. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See IGS’s Response to Interrogatory No. 8. 

(b) If the answer to Interrogatory number 8(a) above is affirmative, please describe all the 
revisions to the price options since January 1,2003. 
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See General Objection Nos. 2, 3, and 8. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See IGS’s Response to Interrogatory Nos. 8 and 8(a). 

Interrogatory No. 9: 
customers. 

List all states in which IGS sells natural gas supplies to end-user 

See General Objection Nos. 2, 3, and 5. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS sells natural gas to end-users in Kentucky, Ohio, Michigan, and 
Pennsylvania. 

Interrogatory No. 10: On p. 5 of the Petition, IGS states that it “has made substantial 
investments in both software and in developing a customer service department to serve and assist 
IGS’s enrolled customers.” 

(a) Describe the software investment referenced on p. 5 of the Petition. 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: The software referenced on page 5, paragraph 15, of IGS’s Petition consists of 
customized and proprietary software that IGS had developed for customer service, contract 
management, and for purposes of interfacing with the utility systems on which IGS does 
business. 

(b) What is the amount of the software investment referenced on p. 5 of the Petition? 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS objects to and declines to respond to this Interrogatory inasmuch as the 
cost of the software is not reasonably calculated to lead to the discovery of admissible 
information. Additionally, the cost of this software is confidential and proprietary, and divulging 
the same would be commercially and competitively disadvantageous to IGS. 
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(c) Is the software referenced in the responses to Interrogatory Nos. lO(a) and (b) used only 
for servicing and assisting IGS customers enrolled in Columbia Gas of Kentucky’s 
Choice program, or is the software also used by IGS to serve customers other than 
Columbia Gas of Kentucky’s Choice customers? 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS uses the software referenced in IGS’s Response to Interrogatory Nos. 
lO(a) and 1O(b) to serve customers other than CKY Choice Program customers. However, IGS 
has invested in certain customizations of the software specifically to serve its CKY Choice 
Program customers. 

(d) Describe the customer service department developed to serve IGS’s Kentucky customers, 
referenced on p. 5 of the Petition. 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

ResDonse: The customer service department referenced on page 5, paragraph 15, of 
IGS’s Petition consists of, at present, 13 customer service representatives (CSRs). All CSRs are 
full-time IGS employees, with the exception of two individuals who cut hours back in the 
summer to be with school-aged children. The average length of service for all IGS CSRs is 2.5 
years. The CSR Manager had 20 years of call center management experience prior to joining 
IGS in Fall 2002. The CSR Manager’s responsibilities include: customer escalations beyond the 
CSR, employee scheduling, and training. Further, a quality control manager oversees the 
interaction between the customer service department, IGS’ customers, and the various regulatory 
bodies with which IGS interacts on a day-to-day basis. These include the Kentucky Public 
Service Commission, the Public Utilities Commission of Ohio, The Ohio Consumers’ Counsel, 
and various Better Business Bureaus. IGS also employs state-of-the-art voice and data recording 
equipment that enables a manager to quickly review previous customer calls, including 
conversations and disputes between customers and IGS CSRs. In addition, all written 
documents, including contracts and letters of cancellation, are digitally scanned and archived in a 
format that allows a representative to email a copy of any such document received from a 
customer to that customer. This transmission can occur before the phone conversation has been 
terminated, if the customer has a cable modem or DSL service, or immediately following the 
conversation if the customer has dial-up internet service. Of course, these documents can also be 
printed and mailed. The Director of Customer Choice Programs oversees the entire customer 
service department. 

(e) Does IGS have a customer service department physically located in Kentucky? Please list 
all the physical locations in which IGS maintains a customer service department. 
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See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS does not have a customer service department located in Kentucky. All of 
IGS’ customer service is performed from its facility at 5025 Bradenton Avenue in Dublin, Ohio, 
directly across the street from IGS’ corporate headquarters 

(f) What is the amount of the investment made in the customer service department 
referenced on p. 5 of the Petition? 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: IGS objects to and declines to respond to this Interrogatory inasmuch as the 
cost of its investments in the customer service department is not reasonably calculated to lead to 
the discovery of admissible information. Also, these costs are confidential and proprietary, and 
divulging the same would be commercially and competitively disadvantageous to IGS. 

(g) Does the customer service department service and assist only IGS customers enrolled in 
the Kentucky Choice program, or does the customer service department also service and 
assist IGS customers in other states? 

See General Objection Nos. 1 and 2. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Resuonse: The customer service department is not limited to serving only IGS’s CKY 
Choice Program customers. All customer service representatives are, however, cross-trained to 
serve all of the choice programs that IGS serves. 

Interrogatory No, 11: On p. 9 of the Petition IGS states that it has relied on Kentucky local 
production as part of IGS’s overall delivery portfolio. Please specify by month, for each month 
that IGS has participated in the Kentucky Choice program, the volumes of Kentucky local 
production used as part of the delivery portfolio used to serve IGS’s Kentucky customers. 

(a) 
for the Kentucky Choice program that is comprised of Kentucky local production. 

For these same months, please identify the percentage of IGS’s overall delivery portfolio 
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See General Objection Nos. 1, 2, and 8. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See Attachment A hereto for Response to Interrogatory No. 11 and 1 l(a). 

Interrogatory No. 12: Please provide the monthly calculations that support the savings of 
$1,605,069.81 referenced on p. 10 of the Petition. 

See General Objection Nos. 1, 2, and 8. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: See Attachment B hereto. See also Response to Interrogatory No 13 for a 
more detailed calculation spreadsheet. 

Interrogatory No. 13: Please provide the monthly calculations that support the savings of $2.7 
million referenced on p. 10 of the Petition. 

See General Objection Nos. 1, 2, and 8. Notwithstanding the objection(s) and without 
Objections are of counsel, waiving this objection(s), the following response is provided. 

Response provided by Scott White, President, IGS. 

Response: The calculations referencing the $2.7 million savings are attached hereto as 
Attachment C, also attached, as Attachment D, is IGS’s revised savings calculations spreadsheet, 
which uses a more detailed calculation methodology, revising the savings to approximately $3.1 
million through May 2003. The process used to analyze the saving in the spreadsheets consists 
of taking the total sales dollars and total sales units (obtained from CKY’s monthly remittance 
statements) to determine IGS’s average price per Mcf, which price is compared to CKY’s 
applicable rate (either the EGC or the GCR), to determine the savings per Mcf, which savings 
times the customer volumes over the period, result in the total savings figure. 

The applicable comparison unit, whether the ECG or GCR, depends on the length of the 
customer’s participation in the program. A migrating customer is responsible for any prior 
period gas cost adjustments, whether credits or debits. Customers in the first 12-months on the 
program that received the gas cost adjustments, are compared to the EGC, but after the initial 12 
months their comparison unit is the GCR. Note, through August 2001, CKY did not pass 
through these adjustments, and therefore, the applicable comparison unit for all customers over 
this period was the GCR, not the EGC. 

IGS’s revised savings estimate uses more specific data. For the original $2.7 million 
savings estimate, IGS used a ratio of the aggregate number of customers to estimate the 
percentage of usage for comparison against the EGC versus the GCR. For the revised $3.1 
million savings calculation, IGS, using CKY’s monthly DET files, identified the actual 
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customers who had been enrolled in the program for 12 months or more, and used their actual 
consumption to determine the gas volumes to be compared to the EGC. 

Respectfully submitted, 

James R. Cox 
COX BOWLING & JOHNSON PLLC 
209 Breckenridge Lane 
Louisville, KY 40207 
Phone: 50272 1-9555 

E-mail: jcox @coxbowlingjohnson.com 
Fax: 502/721-9517 

Counsel for Petitioner, 
INTERSTATE GAS SUPPLY, INC. 

Of Counsel: 
John W. Bentine, Esq. (0016388) 
E-Mail: jbentine@cwslaw.com 
Direct Dial: (614) 334-6121 

Bobby Singh, Esq. (0072743) 
E-Mail: bsingh@cwslaw.com 
Direct Dial: (614) 334-6122 

CHESTER WILLCOX & SAXBE LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 
(6 14) 22 1-4000 (main number) 
(614) 221-4012 (facsimile) 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Interstate Gas Supply, Inc.’s Responses To 
Initial Interrogatories From Columbia Gas of Kentucky, Inc. was mailed, postage prepaid to the 
below listed persons on July 24,2003. 

Counsel for Petitioner 

SERVICE LIST 

Stephen B. Seiple, Esq. 
Senior Attorney 
Columbia Gas of Kentucky 
P.O. Box 14241 
Lexington, KY 40512 

David J. Barberie, Esq. 
Edward W. Gardner, Esq. 
Lexington-Fayette Urban County 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Government 

Joe F. Childers 
Community Action Council for 
Lexington-Fayette, Bourbon, Harrison & 
Nicholas Counties, Inc. 
Suite 310,201 West Short Street 
Lexington, KY 40507 

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

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

Richard S. Taylor, Esq. 
225 Capital Avenue 
Frankfort, KY 40601 

Attorney General for the Commonwealth 
of Kentucky 

ATTN: Bob Gray, Director 
Rate Intervention 
1024 Capital Center Drive 
Frankfort, KY 40601 

Hon. David F, Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East 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 
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Dec-00 
Jan-01 
Feb-01 
Mar-01 
Apr-01 
May-01 
Jun-01 
JUl-01 
Aug-01 
Sep-01 
Oct-01 
NOV-01 
Dec-0 1 
Jan-02 
Feb-02 
Mar-02 
Apr-02 
May-02 
Juri-02 
Jul-02 
Aug-02 
Sep-02 
Oct-02 
NOV-02 
Dec-02 
Jan-03 
Feb-03 
Mar-03 
Apr-03 

31 8,751 
460,146 
359,047 
484,056 
405,902 
176,352 
129,654 
100,822 
107,197 
85,532 

176,491 
343,712 
545,698 

1,103,685 
893,58 1 
848,957 
582,702 
265,928 
179,150 
110,191 
103,033 
102,419 
145,025 
404,938 
859,184 

1,061,288 
1,157,357 

890,322 
430,920 

May-03 223,732 

Totals 12.832.038 
Averages 

80,785 
74,852 
62,012 
66,734 
69,677 
83,290 
71,343 
82,377 
70,536 
84,871 
88,042 
88,076 
68,302 
92,336 
94,964 
86,258 
95,339 

107,962 
88,090 

129,092 
97,275 
78,285 
87,309 
62,927 
88,398 
79,625 
72,183 

100,638 
94,262 
92,993 

2.445.844 

Usage 

25.34% 
16.27% 
17.27% 
13.79% 
1 7.1 7% 
47.23% 
55.03% 
81.71% 
65.80% 
99.23% 
49.88% 
25.62% 
12.52% 
8.37% 

10.63% 
10.16% 
16.36% 
40.60% 
49.17% 

100.00% 
94.41 Oh 
76.44% 
60.20% 
15.54% 
10.29% 
7.50% 
6.24% 

11.30% 
21 .a7% 
41.56% 

19.06% 
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July 24,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

RE: Case No. 1999-00 165 

Dear Mr. Dorman: 

JUI, 2 4 2003 

PUBLIC SERVICE coRfAdllssloN 

Please find enclosed an original and eight copies of Columbia's Responses to the 
Commission's First Data Request and the requests of the Community Action Council and 
Interstate Gas Supply. A Certificate of Service is attached hereto. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. q"."" ooper 

Manager, Regulatory Policy 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Columbia Gas of Kentucky Responses to 

Data Requests was served upon the parties on the attached Service List by regular U.S. Mail this 

24'h day of July, 2003. 

& n , A k * )  L 

Stephen d Seiple 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

Hon. Richard S. Taylor 
Attorney at Law 
225 Capital Avenue 
Frankfort, KY 40601 

Hon. David F. Boehm 
Boehm, Kurtz & Lowry 
21 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 

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 
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June 2,2003 

J M  0 2 2003 

A NiSource Company 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission's Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., ("Columbia") hereby submits its annual report on its Customer CHOICESM 
program. An original and six copies are enclosed. 

If you have any questions, please give me a call at (859) 288-0242. 

S inc ere1 y, 

JudyM. 8"ii""p" ooper 
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Customer ChoiceSM Program Annual Report 
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Introduction 

Columbia Gas of Kentucky’s (“Columbia”) application requesting approval of its Customer 
Choice Program described an annual report to be filed with the Kentucky Public Service 
Commission (“Commission”). This third annual report will summarize the Program and its 
progress over the last year. In addition, the report will benchmark the progress of the Program so 
far against the six stated goals of the Program as listed in Columbia’s initial Choice Application. 

Columbia identified six primary goals that it believed would be critical to the success of the 
Program. These goals were used as a guide when developing the details of the Program with the 
Customer Choice Collaborative and stated clearly in the application to the Commission. The 
members of the Collaborative are the Office of the Attorney General of the Commonwealth of 
Kentucky, the Lexington-Fayette Urban County Government, and the Community Action 
Council for Fayette, Bourbon, Harrison and Nicholas Counties. In addition, FSG Energy 
Services, a marketing subsidiary of Wisconsin Public Service Resources Corporation, provided 
valuable input as well. The stated goals are listed below along with a summary of the progress to 
date on each. 

0 The program must provide an opportunity for customers to save money on their gas bills. 

At the time of the filing of the first Customer Choice annual report Columbia was extremely 
pleased with the level of customer savings through the first six months of the Program. 
Customers had saved a total of $1,458,148 on gas costs from November 2000 through the first 
six months. To put this into perspective, the typical residential customer using an average of 8 
MCF per month throughout the year paid $59.29 per month for natural gas from Columbia. This 
same customer would have saved more than $71 over a full year if enrolled under the 10% off of 
Columbia’s gas cost offer accepted by most customers. In effect, this customer would have 
saved enough through the Customer Choice Program to have received more than one month’s 
gas free. 

Tight supplies causing higher wholesale natural gas prices combined with record-breaking cold 
temperatures in December 2001 focused customers on their gas bills, particularly the gas cost 
portion of the bill. Combined with easy to understand, no-risk offers from marketers such as 
10% off of Columbia’s gas cost prompted customer enrollments into Choice at a pace far 
exceeding everyone’s expectations. As of May 2002, 50,834 customers representing 
approximately 36% of eligible customers had enrolled with a marketer. As of May 2003, the 
latest numbers available, 46,095 customers representing approximately 33% of eligible 
customers had enrolled with a marketer. This is a decline of 4,739 customers, or 9% of 
participating customers from May 2002. Clearly, customer enrollments have declined and to a 
greater extent than was reported last year, interest in the Program has subsided. 

During the last year, wholesale prices have again shown their volatility and Columbia’s gas costs 
have steadily increased. At the same time, marketers have offered fixed price rates which 
generally increased compared to Columbia’s cost. In most months, customers had a choice of 
fixed rates from two marketers. The third marketer was not accepting new customer enrollments 
for thirteen months until May 2003. For numerous customers, the fixed price rate they paid 
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exceeded Columbia’s gas cost. As a result, Choice customers have now paid a total of 
$3,409,821 more in gas costs than they would have had they been a sales customer of Columbia. 
This is a grand total from the beginning of the program through March 2003. 

Near the end of March 2003, this trend reversed itself and for the months of April and May 2003 
most participating customers saved money on their gas bills, a prime goal of the program. The 
statistics are not yet available however, it is expected that the aggregate savings will not erase the 
hole that has been dug. 

0 The program should provide marketers with as much flexibility as is possible to provide 
customers savings by allowing them to serve customers using their own interstate pipeline 
capacity. 

Once a marketer is deemed credit-worthy to participate in the Choice Program, Columbia and the 
marketer execute an aggregation agreement. According to the terms of these aggregation 
agreements, marketers agree to contract for firm, primary point delivery entitlements on the 
interstate pipeline. Under the aggregation agreement Columbia has the right and the obligation to 
contact marketers and ask that they verify their contracts for firm pipeline entitlements. 

In early January 2002, Columbia sent letters to the two marketers serving Choice volumes with 
the marketers’ own capacity requesting verification of their firm pipeline contracts. It became 
apparent that those marketers did not obtain the required firm, primary point delivery 
entitlements on the interstate pipeline. 

The lack of the marketers to provide verification prompted Columbia to seek to amend its tariff 
for Small Volume Aggregation Service. In Docket No. 2002-001 17, Columbia requested that the 
Commission eliminate the “grandfathering” of Phase I volumes and permit Columbia to require 
marketers to take mandatory assignment of Columbia’s capacity for all Choice volumes. One 
marketer protested Columbia’s proposal and expressed the necessity for balance between 
Columbia’s needs and those of Choice suppliers to capture savings for end-users. Columbia and 
the marketer entered into a Settlement that was approved by the Commission on January 13, 
2003. Marketers now take assignment of minimum levels of Columbia’s storage and 
transportation capacity and undergo a prospective capacity audit applicable to the winter season. 
If the audit determines that the marketer does not have the required firm pipeline contracts, 
Columbia can assign capacity to meet the marketer’s capacity shortfall and the marketer is 
required to accept the assignment. 

0 The program should be revenue neutral for Columbia, and must allow Columbia to recover 
its stranded costs and incremental program expenses. 

Columbia still believes that this goal is appropriate for the pilot program. 

0 The recovery of stranded costs must be as transparent to the customer as possible to permit 
the customer to make a clear and understandable choice between the marketer’s offer and 
Columbia’s sales rate. 

3 



Columbia continues to believe that this goal is as appropriate today as it was when the Program 
was designed and that this goal has been accomplished through the model approved by the 
Commission. 

Customers who choose to continue to purchase their gas supply using Columbia’s traditional 
sales service should not incur any additional charges because of the implementation of the 
Customer CHOICE Program. 

This goal also continues to be as appropriate today as it was when the Program was designed. 

Customer education is critical to the success of the program and customers must have an 
opportunity to learn about the program for a period of time before they begin to receive 
offers from marketers. 

This goal was also accomplished by the Commission allowing for a customer education period 
prior to when marketers would be allowed to contact customers and enroll them into the 
Program. 

4 
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As of May 15,2003 
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M d e  n Choice. like Conhol 

Marketer A 

Note: In an effort to avoid undue influence in a 
competitive market, marketer data for this report will not 
be identified by specific marketer name. 

As of May 15,2003 
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Mnke n Choice. like Control. 

Written 

= 29 

As of May 15,2003 
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Mdke a Choice. 7ike CotitmL 

1 -i 

From Marketers By 

Total = 6,791,129 Mcf Annually 

As of May 30,2003 



Make a Choice, l ike  Contm! 

3 5.8 percent of total eligible throughput 
is being supplied by a Choice marketer. 

As of May 15,2003 
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Certified Marketers 

Community Action Council Buyers Club, Inc. 
Jim Christian 
P.O. Box 11610 
Lexington, KY 40576 
800-244-2275 

Interstate Gas Supply, Inc. 
Dave Burig, Customer Choice Program Director 
5020 Bradenton Avenue 
Dublin, Ohio 4301 7 
800-280-4474 

MxEnergy.com, Inc. 
Anita Blake 
20 Summer Street 
Stamford, Connecticut 06901 
800-785-43 73 
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Rates Charged by Marketers 

The following marketer rates are not identified by marketer name in order to avoid 
influence in a competitive market. 

Marketer 
A 
B 

C 

Rates as of 5/1/03 
$8.99 per Mcf 
5% off Columbia’s GCR 
2% off Columbia’s GCR 
$7.89 per Mcf 
$6.8960 per Mcf 
$6.3830 per Mcf 
$5.99 per Mcf 
$7.99 per Mcf 
$5.39 per Mcf 
$6.4380 per Mcf 
$6.9830 per Mcf 
$6.4830 Der Mcf 
$6.999 per Mcf 
$5.39 per Mcf 
$5.05 per Mcf 
$6.09 per Mcf 
$7.99 per Mcf 
$6.99 per Mcf 
$5.99 per Mcf 
$10.3 190 per Mcf 
$5.89 per Mcf 
$5.49 per Mcf 
$6.49 per Mcf 

undue 



Customer Education 

Research conducted in late 2000 indicated strong awareness of the Customer Choice Program 
among Columbia Gas of Kentucky customers. As a result, the focus of the company’s customer 
education efforts during 2001 and 2002 shifted to keeping customers informed of specific 
elements of the Choice Program at their request. 

Web Site 
Columbia’s Web site - www.columbiagasky.com - continues to provide customers with an 
overview of the Choice Program, answers to frequently asked questions, and contact 
information, including toll-free phone numbers and Web site links, for participating marketers. 
A convenient Ask Us form is provided for those customers who have more specific questions 
regarding the Customer Choice Program. 

Customers can use the Columbia Gas of Kentucky Web site to request a speaker to address their 
organization by completing and submitting an online speaker request form. 

Community Presentations 
As knowledge of the Customer Choice Program increased, the number of requests for speakers 
on the subject declined. Columbia representatives remain available to make presentations, 
answer questions and providing information about the Choice Program. Columbia continues to 
provide this service for organizations who request it. 

Media Requests 
Requests for interviews by print and electronic media were numerous following the 
announcement of the Customer Choice Program, but as customers became more educated about 
the program and its newness wore off, media coverage has decreased. However, the Choice 
Program was the subject of 2 print articles in 2002. 

Customer Contact Center Training 
Columbia Customer Service Specialists in the Lexington Customer Contact Center are updated 
regularly on the Customer Choice Program. The Customer Contact Center received 2,075 calls 
from May 2002 through April 2003 from customers seeking information about the Customer 
Choice Program. 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of revenue, to 
date, realized fi-om opportunities developed to off-set stranded costs under the program. 

I Transition CaDacitv Costs $17.617.074 
Information Technology Costs $94,208 
Education Costs $232,485 

I Total $17,943,767 I 

Revenue to Off-Set Stranded Costs 

Revenues Generated to Recover Stranded Costs, to date: 

I Off-Svstem Sales $6.829.741 
I Balancing Charge I 

$2,637,822 
Marketer Contribution $757,894 
Capacity Assignment $9,39 1,126 

I Total $19.616.583 

Note: It was expected that revenue opportunities should exceed stranded costs in the early years 
of the program but reverse in the later years of the program for two primary reasons. First, 
transition capacity costs will increase as customer participation increases. Customer 
participation increased greater initially that expected resulting in greater stranded cost initially 
than expected. Second, revenue opportunities decrease with greater customer participation as 
there are fewer opportunities to make off-system sales. This occurs because the size of 
Columbia's merchant function is reduced at the same time that its capacity asset portfolio has 
declined. 



A NiSource Company 
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EO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

PUZLEC SERVICE colvihAlssloN 
June 2,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - $7.89Mcf fixed price thru March 2004 
5% discount off Columbia’s price thru March 2004, 
subject to acceptance by IGS 

MX Energy - Fixed price of $8.74Mcf thru October 2004 

CAC Buyers Club - Variable price $8.00/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. q* ooper 

cc: Becky Phillips 



June 2,2003 

Mr. JohnRogness 
Manager, Management Audit Section 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

-- 
A NiSource Company 

EO. Box 14241 
2001 Mercer Road 
Lexington, UY 40512-4241 

Dear Mr. Rogness: 

Pursuant to audit recommendation A.3.2, Columbia Gas of Kentucky, Inc., (“Columbia”) 
hereby reports to the Commission its intentions concerning continuation of the Choice 
program until October 2004. 

Columbia does not intend to continue the Customer Choice Program until October 2004, 
as approved in Case No. 1999-00165. Columbia intends to soon file an application 
seeking to terminate the program March 3 1,2004. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Judy mc”a”- . C  oper 



May 1,2003 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 I 

RECEIVED 
MfiY 2 2003 

PUBLIC SERVICE 
COWiiViSSlON 

2 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

A NiSource Company 

Pursuant to the Commission’s Orders in Case No. 1999-16$7, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - $7.89/Mcf fixed price thru March 2004 
5% discount off Columbia’s price thru March 2004 

MX Energy - Fixed price of $8.98/Mcf thru October 2004 

CAC Buyers Club - Variable price $8.99/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Judy w+ M. Cooper 

cc: Becky Phillips 



April 1,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

Po. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

Dear Mr. Donnan: 

Pursuant to the Commission’s Orders in Case NKl999-165,Xolumbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not erirolling new customers 

MX Energy - Fixed price of $8.45/Mcf for 30 months 

CAC Buyers Club - Variable price $7.47/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju %+ yM. ooper 

cc: Becky Phillips 



March 3,2003 

A NiSource Company 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

MAR Q 3 2003 
W L l C  SERVICE 
co~1ssIoN 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $8.45/Mcf for 30 months 

CAC Buyers Club - Variable price $7.77/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. w+ ooper 

cc: Becky Phillips 



A NiSource Company 

EO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

February 3,2003 

Mr. Tom Donnan RECEIVED 
Executive Director 
Kentucky Public Service Commission FEB 0 3 2003 
P. 0. Box 615 
Frankfort, KY 40602 PUBLIC SERVICE 

CowiRnlSsIm 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $7.49/Mcf for 2 year term 

CAC Buyers Club - Variable price $5.09/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 



e 
A NiSource Company 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

January 6,2003 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.99/Mcf for 2 year term 

CAC Buyers Club - Variable price $4.99/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. ww ooper 

cc: Becky Phillips 



I A NiSource Company 

December 1,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

PUBLIC SERVICE 
ComIsSlm 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.99/Mcf for 2 year term 

CAC Buyers Club - Variable price $4.91/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 



A NiSource Company 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

RECEIVED 
November 4,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

NOV 0 4 2002 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.99Mcf for 2 year term 

CAC Buyers Club - Variable price $4.48/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 



A NiSource Company 

October 2,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

PO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

OCT 0 3 2002 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $7.49Ncf for 1 year term 

CAC Buyers Club - Variable price $4.48/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju $”4””;’p1 y M. Cooper 

cc: Becky Phillips 



September 3,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

EO. Box 14241 
2001 Mercer Road 
Lexington, KY 40512-4241 

SEP 0 4 2002 
PUBLIC SERVICE 

COwiA1IlS3lON 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.49/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $3.96/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju Rc”7” yM. ooper 

cc: Becky Phillips 



A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

August 1,2002 

Mr. Tom Dorman 
Executive Director 

P. 0. Box 615 
Kentucky Public Service Commission RECEIVED 

AUG 0 1 2 0 0 2  Frankfort, KY 40602 

Dear Mr. Dorman: PUBLIC SERVICE 
COmISSION 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.49iMcf for 1 or 2 year term 

CAC Buyers Club - Variable price $3.621 Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

B”r+ 
Judy M. Cooper 

cc: Becky Phillips 



July 2, 2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company I 
PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.49/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $3.62/ Mcf; no term 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju wc?-- y M. Cooper 

cc: Becky Phillips 



Mr. Thomas M. Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box615 
Frankfort, KY 40602 

A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

June 3,2002 

Dear Mr. Dorman 

Pursuant to the Commission's Orders of January 27,2000, March 6,2000 and May 19, 
2000 in Case No. 99-165, Columbia Gas of Kentucky, Inc. hereby files its Annual Report 
on the Customer  CHOICE^^ program. AXI original and six copies of the report are 
enclosed. 

If you have any questions, please call me at (859) 288-0242. Thank you. 

Sincerely, 

Judy M.-Cooper 
Manager, Regulatory Policy 

Enclosures 



*.: . f .  

:. . .  . ' 0 0 

Columbia Gas of Kentucky, Inc. 
Customer ChoiceSM Program 

Annual Report 

June 3,2002 



. .  

Make a Choice. Tdke ContmL 

Columbia Gas of Kentucky, Inc. 
Customer ChoiceSM Program Annual Report 

Table of Contents 

Introduction ..................................................................................................... 2 
5 Number of Residential & Commercial Customers Enrolled .......................... 

Number of Customers Enrolled per Marketer ................................................. 6 
Methods of Enrollment .................................................................................... 7 
Volumes Purchased by Marketers ................................................................... 8 
Customer Participation by Volume ................................................................. 9 
Certified Marketers ........................................................................................ 10 

11 Marketer Rates.. ............................................................................................. 
...................................................................................... 12 Customer Education 

Stranded Costs ............................................................................................... 13 
Revenue to Offset Stranded Costs ................................................................. 13 

1 



Introduction 

Columbia Gas of Kentucky’s (“Columbia”) application requesting approval of its Customer 
Choice Program described an annual report to be filed with the Kentucky Public Service 
Commission (“Commission”). This second annual report will summarize the Program and its 
progress over the last year. In addition, the report will benchmark the progress of the Program so 
far against the six stated goals of the Program as listed in Columbia’s initial Choice Application. 

Columbia identified six primary goals that it believed would be critical to the success of the 
Program. These goals were used as a guide when developing the details of the Program with the 
Customer Choice Collaborative and stated clearly in the application to the Commission. The 
members of the Collaborative are the Office of the Attorney General of the Commonwealth of 
Kentucky, the Lexington-Fayette Urban County Government, and the Community Action 
Council for Fayette, Bourbon, Harrison and Nicholas Counties. In addition, FSG Energy 
Services, a marketing subsidiary of Wisconsin Public Service Resources Corporation, provided 
valuable input as well. The stated goals are listed below along with a summary of the progress to 
date on each. 

0 The program must provide an opportunity for customers to save money on their gas bills. 

At the time of the filing of the first Customer Choice annual report Columbia was extremely 
pleased with the level of customer savings through the first six months of the Program. 
Customers had saved a total of $1,458,148 on gas costs from November 2000 through the first 
six months. To put this into perspective, the typical residential customer using an average of 8 
MCF per month throughout the year paid $59.29 per month for natural gas from Columbia. This 
same customer would have saved more than $71 over a full year if enrolled under the 10% off of 
Columbia’s gas cost offer accepted by most customers. In effect, this customer would have 
saved enough through the Customer Choice Program to have received more than one month’s 
gas free. 

Tight supplies causing higher wholesale natural gas prices combined with record-breaking cold 
temperatures in December focused customers on their gas bills, particularly the gas cost portion 
of the bill. Combined with easy to understand, no-risk offers from marketers such as 10% off of 
Columbia’s gas cost prompted customer enrollments into Choice at a pace far exceeding 
everyone’s expectations. As of May 2001, 42,888 customers representing approximately 30.6% 
of eligible customers and 36.2% of eligible volumes had enrolled with a marketer. As of May 
2002, the latest numbers available, 50,834 customers representing approximately 36% of eligible 
customers had enrolled with a marketer. Clearly, the fact that only an additional 7,946 
customers, or another 6% of eligible customers, enrolled in the last year indicates that new 
interest in the Program has subsided and the number of customer enrollments has probably 
plateaued. 

During the last year, however, wholesale prices have stabilized and Columbia’s gas costs have 
dropped significantly. At the same time, marketers switched from offering guaranteed savings 
rates, such as 10% off of Columbia’s cost, to offering fixed price rates. In most cases, the fixed 
price rate being paid by many customers is now above Columbia’s gas cost. As a result, Choice 
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customers have now paid a total of $813,742 more in gas costs than they would have had they 
remained a sales customer of Columbia. This is a grand total from the beginning of the program 
through March 2002. 

While this trend may reverse itself again in the coming months, today customers have not saved 
money on their gas bills, a prime goal of the program. 

0 The program should provide marketers with as much flexibility as is possible to provide 
customers savings by allowing them to serve customers using their own interstate pipeline 
capacity. 

Once a marketer is deemed credit-worthy to participate in the Choice Program, Columbia and the 
marketer execute an aggregation agreement. According to the terms of these aggregation 
agreements, marketers agree to contract for firm, primary point delivery entitlements on the 
interstate pipeline. Under the aggregation agreement Columbia has the right and the obligation to 
contact marketers and ask that they verify their contracts for firm pipeline entitlements. This 
obligation is also reflected on sheets 36e and 36f of Columbia’s tariff. 

Columbia sent letters to the two marketers serving Choice volumes with the marketers’ own 
capacity in early January 2002 requesting verification of their firm pipeline contracts. It became 
apparent that those marketers did not obtain the required firm, primary point delivery 
entitlements on the interstate pipeline. Without primary firm contracts, there is a risk that the 
marketers could fail to deliver adequate supplies to meet the needs of their residential and 
commercial customers. During times of high demand those marketers with firm pipeline 
contracts will receive the gas their customers need; however, those marketers without the firm 
pipeline contracts may not be able to deliver the quantities required to serve their customers. 

Should a marketer not be able to deliver to its customers, Columbia would need to serve as the 
supplier of last resort to ensure that customers do not lose natural gas service. While Columbia 
accepted the role of supplier of last resort for the Choice Program, it did so only with the 
provision in the tariff and aggregation agreements that marketers obtain firm pipeline contracts 
to ensure delivery of supplies to their customers. In its Customer Choice Application Columbia 
submitted that one of the six goals of the program was to “provide marketers with as much 
flexibility as is possible to provide customers savings by allowing them to serve customers using 
their own interstate pipeline capacity.” However, Columbia’s Application also emphasized that 
“reliability is a major emphasis of the program.” That is why marketers must agree, as a 
condition of being certified to participate in the Choice Program, to demonstrate that they have 
the firm, primary point capability to reliably serve program customer requirements. 

According to Columbia’s tariff and aggregation agreements, if a marketer does not abide by the 
program requirements Columbia’s only enforcement option is to suspend or terminate the 
marketer from the Choice Program. In order to avoid termination of marketer participation in the 
Choice Program, Columbia proposed an alternative solution on March 15, 2002. Columbia 
proposed that capacity assignment would become mandatory for all Choice customer demand. 
This approach would allow customers enrolled with marketers to continue to receive service 
from their marketer with the firm reliability that is required, and protect Columbia from having 
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to find pipeline capacity on a peak day because of the failure of a marketer that did not live up to 
its aggregation agreement. It would also protect the marketers from being penalized severely for 
a failure to perform. 

It now appears that the savings generated by the Program in the first six months, and the negative 
savings generated since then, were produced with marketers serving customers with their own 
pipeline capacity by placing a great risk on both Columbia and its customers. Columbia believes 
strongly in an equitable riskheward model. This current arrangement, however, allows the 
marketers to reap the rewards while Columbia and its customers bear all of the risk. 

The program should be revenue neutral for Columbia, and must allow Columbia to recover 
its stranded costs and incremental program expenses. 

The extremely rapid acceleration of enrollment into the Program caused stranded costs to rise 
much faster than anticipated. As a result, on April 2, 2001 Columbia informed the Commission 
and the Choice Program marketers that it had become necessary to invoke Phase I1 of the 
Program, effective July 1, 2001. Under Phase I1 Columbia would assign its capacity to 
marketers for all new Choice customers in order to permit Columbia to manage the substantial 
risk of financial exposure from stranded costs at the end of the program. Columbia still believes 
that this goal is appropriate. 

0 The recovery of stranded costs must be as transparent to the customer as possible to permit 
the customer to make a clear and understandable choice between the marketer’s offer and 
Columbia’s sales rate. 

This goal is as appropriate today as it was when the Program was designed. Columbia believes 
recovery of stranded costs in a transparent manner enables customers to better understand the 
choice they make. Columbia also believes this goal has been accomplished through the model 
approved by the Commission. 

0 Customers who choose to continue to purchase their gas supply using Columbia’s traditional 
sales service should not incur any additional charges because of the implementation of the 
Customer CHOICE Program. 

This goal is also as appropriate today as it was when the Program was designed. In fact, the 
addition of the Actual Gas Cost Adjustment on Choice customers’ bills helped ensure that 
Columbia’s sales customers would not incur any additional charges because of Choice. 
Columbia believes this goal has been accomplished. 

0 Customer education is critical to the success of the program and customers must have an 
opportunity to learn about the program for a period of time before they begin to receive 
offers from marketers. 

This goal was also accomplished by the Commission allowing for a customer education period 
prior to when marketers would be allowed to contact customers and enroll them into the 
Program. 
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Make a Choice. Take Conml 

As of May 15,2002 
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Note: In an effort to avoid undue influence in a 
competitive market, marketer data for this report will not 
be identified by specific marketer name. 

As of May 15,2002 

Customer onc 
Make n Choice. Tde GnmL 

Marketer A 
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Make a Choice. TRke Control. 

As of May 15,2002 



. .  

Make a Choice. Tnke Control 

From Marketers By 
Parti 

Total = 7,330,996 Mcf Annually 

As of May 15,2002 
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Make a Choice. Tde ContmL 

36.2 percent of total eligible throughput 
is being supplied by a Choice marketer. 

As of May 15,2002 
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Certified Marketers 

Community Action Council Buyers Club, Inc. 
Jim Christian 
P.O. Box 11610 
Lexington, KY 40576 
800-244-2275 

Interstate Gas Supply, Inc. 
Dave Burig, Customer Choice Program Director 
5020 Bradenton Avenue 
Dublin, Ohio 43017 
800-280-4474 

MxEnergy.com, Inc. 
Robert Blake 
745 West Main Street, Suite 100 
Louisville, Kentucky 40202 
800-785-4373 
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Rates Charged by Marketers 

The following marketer rates are not identified by marketer name in order to avoid - 
influence in a competitive market. 

Marketer 
A 
B 

C 

undue 

Rates as of 6/1/01 
$3.62 per Mcf 
10% off Columbia’s GCR 
12% off Columbia’s GCR 
5% off Columbia’s GCR 
2% off Columbia’s GCR 
$5.069 per Mcf 
$7.65 per Mcf 
$5.99 per Mcf 
$7.58 per Mcf 
$5.49 per Mcf 
$5.39 per Mcf 
10% off Columbia’s GCR 
$6.999 per Mcf 
$5.39 per Mcf 
$5.05 per Mcf 
$6.09 per Mcf 
$8.25 per Mcf 
$7.99 per Mcf 
$7.49 per Mcf 
$6.99 per Mcf 
$5.99 per Mcf 
$5.89 per Mcf 
$5.9488 per Mcf 
$5.49 per Mcf 
$6.49 per Mcf 
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Customer Education 

Research conducted in late 2000 indicated strong awareness of the Customer Choice Program 
among Columbia Gas of Kentucky customers. As a result, the focus of the company’s customer 
education efforts during 2001 shifted to keeping customers informed of specific elements of the 
Choice Program at their request. 

Web Site 
Columbia’s Web site - www.columbiagasky.com - continues to provide customers with an 
overview of the Choice Program, answers to frequently asked questions, and contact 
information, including toll-fiee phone numbers and Web site links, for participating marketers. 
A convenient Ask Us form is provided for those customers who have more specific questions 
regarding the Customer Choice Program. 

Customers can use the Columbia Gas of Kentucky Web site to request a speaker to address their 
organization by completing and submitting an online speaker request form. 

-- *. 

Community Presentations 
As knowledge of the Customer Choice Program increased, the number of requests for speakers 
on the subject declined. Columbia representatives appeared at six organizational meetings 
during 200 1, making presentations, answering questions and providing written information about 
the Choice Program. Columbia continues to provide this service for organizations which request 
it. 

Media Requests 
Requests for interviews by print and electronic media were numerous following the 
announcement of the Customer Choice Program, but as customers became more educated about 
the program and its newness wore off, media coverage has decreased. However, the Choice 
Program was the subject of 8 print articles in 200 1. 

Customer Contact Center Training 
Columbia Customer Service Specialists in the Lexington Customer Contact Center are updated 
regularly on the Customer Choice Program. Specific training was provided to Customer Service 
Specialists regarding the appearance of the Actual Gas Cost Adjustment on Choice customers’ 
bills. 

The Customer Contact Center received 4,439 calls from May 2001 through April 2002 from 
customers seeking information about the Customer Choice Program. 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of revenue, to 
date, realized from opportunities developed to off-set stranded costs under the program. 

I Transition Capacity Costs $9,043,33 5 1 
I Information Technolow Costs $94,145 I 
Education Costs $232,485 

I Total $9,369,965 

Revenue to Off-Set Stranded Costs 

Revenues Generated to Recover Stranded Costs, to date: 

Off- S ys tem Sales $3,171,130 
Balancing Charge 

$2,409,127 
Marketer Contribution $383,683 
Capacity Assignment $1,601,164 

I Total $7,565,104 

Note: Revenue opportunities should exceed stranded costs in the early years of the program but 
this situation reverses in the later years of the program as stranded costs will then exceed revenue 
opportunities for two primary reasons. First, transition capacity costs will increase as customer 
participation increases, increasing stranded costs later in the program. Second, revenue 
opportunities decrease after the initial years as there will be fewer opportunities to make off- 
system sales as customer participation increases. This occurs because the size of Columbia’s 
merchant fknction is decreasing at the same time that its capacity asset portfolio is declining. 



May 2,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

EO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999- 165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.09/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $3.62/ Mcf; no term 

Stand Energy Corporation is no longer participating in the program. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 
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April 4,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commisslmys Orders lli Case No. 

A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

999- 165, Columbia Gas of Kentucky, 
Inc. , (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Currently not enrolling new customers 

MX Energy - Fixed price of $6.09/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $3.62/ Mcf; no term 

Stand Energy Corporation is not marketing currently. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 
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March 1, 2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

RECEIVED 
MAR 0 1 2 0 0 2  

PUBLIC SERVICE cow ISSION 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $5.99/ Mcf thru December 2002 

MX Energy - Fixed price of $5.39/Mcf for 2 year term 

CAC Buyers Club - Variable price $4.85/ Mcf; no term 

Stand Energy Corporation is not marketing currently. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju R- yM. ooper 

cc: Becky Phillips 



. .ix: 
. .& 

January 7,2002 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Lexington Office: 
PO Box I424 I 
Lexington. KY 405 12-424 I 

606 288-02 I 5  Phone 
606 288-0258 fax 

Note New Area Code 
859 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $5.99/ Mcf thru December 2002 

MX Energy - Fixed price of $5.89/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $4.85/ Mcf; no term 

Stand Energy Corporation is not marketing currently. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 1 

cc: Becky Phillips 

A Co1urnb;a €new Gmp Company 



December 7,200 1 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Qf Kentucq 
A NiSource Company 

EO. Box 14241 
Lexington, KY 40512 
(859) 288.021 5 
Fax: (859) 288.0258 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of 
Kentucky, Inc., (“Columbia”) hereby submits information regarding an additional 
marketer that has been approved and certified as creditworthy to participate in 
Columbia’s Customer CHOICESM program. The marketer is: 

Community Action Council Buyers Club, Inc. 
892 Georgetown Street 
P. 0. Box 11610 
Lexington, KY 40576 
(800) 244-2275 

The marketer’s standard contract including dispute resolution procedures is 
attached as well as the aggregation agreement with Columbia. If you have any questions, 
please give me a call at (859) 288-0242. 

Sincerely, 

cc: Rebecca Phillips 
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COMMUNITY ACTION COUNCIL BUYERS CLUB, INC. 

MEMBERSHIP APPLICATION 

By completing this Membership Application I state my desire to be a Member of the Communitv 
Action Council Buyers Club, Jnc. I understand and agree to the provisions stated in this Membership 
Application and Agreement. I understand that by signing this Application I am giving my written consent 
for the Buyers Club to enroll me as a service customer in the Columbia Customer Choice Program and giving 
my written authorization to allow the Buyers Club to obtain my historical and current gas usage data for my 
natural gas service location from Columbia Gas of Kentucky. I understand that Columbia will deliver to me 
the natural gas I purchase fiom the Buyers Club, and that I will receive one bill fiom Columbia that identifies 
the Buyers Club as my marketer and includes both the delivery charge from Columbia and the natural gas 
purchase charge fiom the Buyers Club. 

Your Name: 

Social Security Number (optional): 

Senice Address: 
21. . .  

* *  
- 1  . .  -* Mailing Address: I 

. _ .  _ _  State: Kentucky Zip Code: 
I. . I 

r Everling Phone: 
.- I.- ._ . 

le Daytime Phone: 

. .. . 
. .  . . .. I . .  . - 

E-hlail address' (optional): . . 
. -  ' .  . 

, .  

Columbia Gas Account Number: 
(Attach a recent Columbia Gas bill if available) 

AGREEMENT 

The Buyers Club: Community Action Council Buyers Club, Lnc., is a non-profit, membership corporation 
formed to provide low-cost natural gas to low-income and medium-income families in the Columbia Gas 
company's service area within Kentucky. This is possible through the Customer Choice Program approved 
by the Kentucky Public Service Commission. Membership in the Buyers Club is open to all Columbia Gas 
company customers in Kentucky with annual natural gas consumption of less than 25,000 Mcf. The Buyers 
Club will purchase wholesale natural gas and gas transportation services necessary to move the gas to the 
Columbia Gas company system. The natural gas will be distributed to Buyers Club members through the 
Columbia Gas company pipelines. 

Because the Buyers Club is a non-profit corporation, no profit is included in the cost ofnatural gas 
to Buyers Club members. The cost to Buyers Club members will be based on the cost of wholesale natural 
gas (which has varied greatly), the cost to transport the natural gas to the Columbia Gas company system, 
the cost to administer the Buyers Club, the price regulated by the Kentucky Public Service Commission and 
charged by Columbia Gas company to bring the natural gas to your home or business, and certain government 
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taxes and fees. The Buyers Club will keep the cost of natural gas as low as possible to its members and will 
try to charge at least ten percent less than Columbia Gas of Kentucky charges. We can commit to our goal; 
we cannot assure a specified discount. M e r  some months of experience, the Buyers Club should be able to 
predict gas prices. 

The Buyers Club is controlled by its Board of Directors as provided in the corporation’s Bylaws. 
Members may obtain a copy of the corporation’s Bylaws and may attend meetings of the Board of Directors. 
Members also may attend membership meetings when called by the Board of Directors. Day-to-day 
operations will be managed by officers elected by the Board of Directors and administered by the staff of 
Community Action Council for Lexington-Fayette, Bourbon Hamson and Nicholas Counties, Inc. 
Community Action Council will assist eligible members through energy conservation programs and energy 
cost assistance programs. 

You may become a member of the Buyers Club by completing the application and agreeing to the 
terms and conditions stated in this Membership Application and Agreement. 

Becoming a Member: I understand that I may become a member in the Buyers Club by completing the 
application. I understand that my application may be rejected only if I do not qualify for the Customer Choice 
Program. I will be given notice by the Buyers Club if my application is rejected; also, I will be given notice 
of my start date after Columbia has verified my eligibility. 

Gas Supply Price and Delivery: I understand that the Buyers Club does not set a fixed price for natural gas 
and that the price charged for gas may vary each month. The price will be billed to me based on the 
quantity of gas I consume as measured by the Columbia Gas meter at my location (a Mcf basis). The price 
for my gas supply will include the price paid by the Buyers Club to buy the natural gas and transport it to the 
Columbia Gas system together with administrative costs. I understand that Columbia Gas will deliver the 
natural gas to my location at a price regulated by the Kentucky Public Service Commission and that I must 
also pay regulated surcharges and government fees and taxes. 

Bill Puymenr: I understand that I will receive one monthly bill sent to me by Columbia Gas. The monthly 
bill will include Columbia Gas company’s charge for delivery services, government fees and taxes, and the 
Buyers Club charge for natural gas. I understand that payment is sent to Columbia Gas and is due by the date 
stated on the bill. I understand that I may pay my bill through the budget plan and check-free plan. 

Service Begins: I understand I will receive my natural gas supply fiom the Buyers Club (unless I receive 
wit ten notice that I am not eligible) on the first day of my billing cycle in the first month following 
verification of my eligibility if approved by the 1 S” of the previous month, but not sooner than October 1 
300 1. 

Termination: I understand that Customer Choice Program under which the Buyers Club operates may be 
terminated by the Kentucky Public Service Commission and that the Buyers Club would no longer be able 
to supply my natural gas. I understand that I may terminate my membership in the Buyers Club by giving! 
notice thirty days before the date I wish to terminate my membership. I understand that if my membership 
terminates Columbia Gas will be my natural gas supplier at its standard rates unless I choose another natural 
gas supplier. I understand that my membership will terminate if I move fiom the Columbia Gas service area 
in Kentucky. I understand that I may continue with the Buyers Club if I move within the Columbia Gas 
service area within Kentucky which is part of the Customer Choice Program. I agee  to notify the Buyers 
Club if I move. I understand that termination of my membership in the Buyers Club will be without penalty 
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. .. 
to me but that I must pay for the natural gas delivered to me prior to the date of termination. Natural gas 
may only be shut off by Columbia Gas company under procedures approved by the Kentucky Public Service 
Commission. I understand that this agreement will continue until terminated as noted in this paragraph. 

Disclosure of Confidential Information: I understand and agree that if I am eligible for energy related 
services and assistance from Community Action Council, the Buyers Club may disclose information about 
my energy use and financial circumstances to Community Action Council. 

\ 

Complaints and Dispute Resolution: I understand that if I have complaints regarding my natural gas service 
or my monthly bill, I may contact the Buyers Club representative at (859) 244-221 5 or (800) [need toll fiee 
number]. If the Buyers Club representative cannot remedy my dispute, I may present my dispute to the 
Buyers Club Board of Directors at its next scheduled meeting; the representative will tell me the date, time 
and place of the next Board meeting. I understand I may also contact the Customer Service Division of the 
Public Service Commission at (502) 564-3940 or (800)O 772-4634; I understand the Commission is 
monitoring complaints against energy service companies. 

Office Location and Hours: I understand the Buyers Club is administered by Community Action Council 
from its of ice  at 913 Georgetown Street, Lexington, Kentucky. The office is open from 8:30 a.m. to 5:OO 
p.m. Monday through Friday except holidays. Mail should be addressed to Buyers Club, %O Community 
Action Council, P. 0. Box 11610, Lexington, KY 40576. 

Lmus of Kentucky Control: I understand the laws of Kentucky and the regulations of the Kentucky Public 
Sewice Commission control my membership in the Buyers Club and the provision of natural gas by the 
Buyers Club. 

Signature: I understand that by signing this form I am applying for membership in the Buyers Club. 
acknowledging that I have read the terms of membership stated above, and that I agree to the terms. 

- -  

Your Signature: Date: 

Mail or  hand-deliver the top copy of this Application to: Buyers Club 

892 Georgetown street 
P.  0. Box 11610 
Lexington, KY 40576 

Community Action Council 

Or fau this Application to: (859) 244-2219 

Useful Telephone ,Vumbers: 
Buyers Club: (859) 314-221 5 or toll free 
Columbia Gas emergency service (gas leaks or loss of supply): (859) 288-0205 (vary by community?) 
Columbia Gas billing problems: (859) 288-4200 (or see your Columbia billing statement) 
Buyers Club billing problems and other questions: (859) 244-2315 
Customer Service Division, Public Service Commission: (502) 564-3940 or (800) 772-3634 

RdS:\G\CAC:6J\85007S6-!-0 1 1 .doc 

P a p  3 of 3 



FORM OF SERVICE AGREEMENT 
FOR SMALL VOLUME AGGREGATION SERVICE 

RATE SCHEDULE 

s A / m L  - 
This Agreement is made and entered into this z9 zz day of.8eteber2001, between Columbia Gas 

OfKentucky, Inc., a Kentucky corporation, 2001 Mercer Road, P. 0. Box 14241, Lexington, KY 40512-4241, 
hereinafter “Company,” and Community Action Council Buyers Club. Inc., a Kentucky non-profit 
corporation, 892 Georgetown Street, P. 0. Box 11610, Lexington, KY 40576, hereinafter “Agent.” 

WHEREAS, Agent has secured firm supplies of natural gas which it intends to supply and sell to 
natural gas customers located on the Company’s system, all within the parameters established by the Company 
for its Small Volume Gas Transportation Service program as set forth in rate schedule Small Volume 
Aggregation Service (,,,VAS“). 

WHEREAS, Company is willing and able, pursuant to the terms of this Agreement, to accept gas 
delivered into its citygate receipt points by Agent and to redeliver such gas supplies to Agent’s aggregations 
of customers, all of whom have electedtransportation service from the Company under its -Rate Schedule 

, SVGTS. 

NOW, THEREFORE, in consideration of the mutual covenants contained in this Agreement, 
Company agrees to permit aggregations of customers and Agent hereby agrees to aggregate in accordance 
with the following terms and conditions for all aggregations served under this agreement: 

ARTICLE I 
Definitions 

For purposes of interpreting this Agreement, the following definitions shall apply: _- 
- 1. Awepation Service. Aggregation Service is a service provided by the Company that allows Agent to 

deliver daily, or as otherwise required by Company, to the Company, on an aggregated basis. those 
natural gas supplies that are,needed to satisfy the requirements of the transportation customefls) that 
comprise the membership of the Agent’s “aggregation pools,” all in accordance with rules that the 
Company has established regarding delivery requirements, banking, billing and payments, agent 
performance requirements, and other similar requirements for parkipation as an agent in the 
Company’s Small Volume Gas Transportation Service tariff. 

* 

- 2. The Amemtion. The aggregation referred to herein shall mean each aggregation pool or customer 
group that Agent establishes under this Agreement or Company’s tariffs. 

- 3. CustomerW. Customer@) means a recipient of transportation service provided by the Company under 
its Rate Schedule SVGTS which secures its supply of gas from Agent. To be a Customer, the 
Company must have an obligation to supply the individual or entity under its general public utility 
obligation to serve, under a special contract, or under KRS 5 278.475; and the Company musl have 
an economical means of transporting gas to said individual or entity. All customers who participate 
in the Company’s Customer Assistance Program (“CAP”) will be served by a single Agent and are 
not eligible to contract with any Agent except that Agent serving the CAP pool. Agent agrees and 
understands that if a customer joins the CAP Program after signing up with the Agent, the 
customer: 1) will be removed from the Agent’s customer pool and will be added to the CAP pool; 
and, 2) will be served by the Agent who was awarded the CAP Supplier Agreement. Columbia 
shall notify the Agent when any of the customers in the Agent’s customer pool have joined CAP 
and thus, will be served as a member of the CAP pool. Agent shall not assess any penalty to a 
customer when a customer joins the CAP pool. For the purposes of Company’s small volume gas 
transportation program (“the Program”), the Company shall provide to Agent a list of customers who 
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have agreed to take service from Agent and who have been verified by the Company through 
comparison with the Company’s customer database. 

- 4. Program. Program is defined as Columbia’s Small Volume Gas Transportation Service and Small 
Volume Aggregation Service and all applicable requirements under Columbia’s tariffs. 

ARTICLE II 
- Term 

The term of this Agreement shall commence of the first day of the month after execution hereof and, 
subject to Agent’s continued compliance with the requirements outlined herein for participation in this 
Program, shall continue in effect thereafter for a primary term of twelve (12) months. Thereafter, this 
Agreement shall continue from month-to-month, unless terminated by either party, upon at least ninety (90) 
days written notice, or unless terminated pursuant to the provisions of Articles III. VI, and VI11 of this 
Agreement. However, in no case shall any aggregation hereunder included in this Agreement be terminated 
during a winter month (November through March), unless such winter period termination date is mutually 
agreed upon by both the Company and Agent, or except pursuant to the provisions of Articles III, VI, and W I  
ofthis Agreement. Agent shall be required to incorporate sufficient flexibility into its agreements with its end- 
user customers that it serves, so that the operation of this provision will not contravene end-user customer’s 
rights under those agreements. Upon termination of this agreement for any reason, all outstanding obligations 
of Agent and amounts due under this Agreement shall become due and payable. In the event this Agreement. 
in its entirety, is terminated in accordance with the procedures contained herein, and Agent no longer supplies 
natural gas to those customers hereunder aggregated, Agent’s customers shall be given the option of either 
electing an alternate Agent. or returning to the Company’s system supply. As stated in Article W. if this 
Agreement is terminated due to Agent’s bankruptcy or nondelivery of supplies, then Agent’s customers shall 
be immediately returned to Company’s system supply. 

ARTICLE 111 
Requirements for Program Participation . . .  . 

The standards for participation in the Program shall be the creditworthiness standards specified on 
Sheet 37a of the Company’s tariff. Accordingly. in order to participate as an agent in the Company’s program. 
Agent shall, upon request, provide the Company, on a confidential basis. with. balance sheet and other 
financial statements. and with appropriate trade and banking references. Agent also agrees to allow the 
Company to conduct a credit investigation as to Agent’s creditworthiness and will pay a $50 processing fee 
to the Company to cover the cost of a credit check. Further. if the Company so requires. Agent agrees to 
maintain a cash deposit, a surety bond, an irrevocable letter of credit at a Company-approved bank of the 
Agent’s choosing, or such other financial instrument, as the Company may require during the term of this 
Agreement in order to assure Agent’s performance of its obligations under this Agreement. In order to assure 
that the value of such financial security instruments remains proportional to Agent’s potential liability under 
this Agreement, the required dollar amounts of such instruments may be adjusted at the sole discretion of the 
Company, as customers are added to. or deleted from. Agent’s aggregation pool. The required dollar 
amounts of such instruments may also be adjusted at the sole discretion of the Company based upon the 
Agent’s demonstrated ability or inability to pay promptly. Agent agrees that, in the event it defaults on its 
obligations under this Agreement, Company shall have the right to use such cash deposit or the proceeds from 
such bond, irrevocable letter of credit, or other financial instrument to s a t i e  Agent’s obligations under this 
Agreement. Such proceeds shall be used to secure additional gas supplies, including payment of the costs of 
the gas supplies themselves. the costs of capacity. transportation. storage. gathering and other related costs 
incurred in bringing those gas supplies into the Company’s systein. The proceeds from such instruments shall 
also be used to satisfy any outstanding claims that the Company may have against Agent, includmg but not 
limited to. interstate pipeline capacity charges, imbalance charges. cash-out charges, pipeline penalty charges. 
reservation charges, and any other amounts owed to the Company or amounts for which the Company is or 
will be responsible related to Agent’s participation in this Program. Company reserves the right to use 
Agent’s assets associated with the program to offset or recoup any costs the Company incurs. 

Page 2 of 8 



. .  . .. 
In the event Agent elects, or is forced, to terminate its participation in this Program in accordance 

with the provisions of this Agreement, it shall continue its obligations to maintain its financial security 
instrument until it has satisfied all of its outstanding claims of the Company. 

In addition to the above financial requirements, the Agent shall comply with all applicable provisions 
of Company’s tariff, including the Code of Conduct as set forth on Sheet No. 37 of Company’s tariff. Said 
tarif€ provisions are incorporated herein by reference. Agent acknowledges that in its capacity as an agent in 
this Program, it has a continuing responsibility to conduct its business in a legal and ethical manner. If, as 
a result of customers’ complaints, andor from its own investigation, Company determines, in its sole 
judgement, that Agent is not operating under this Agreement in an ethical andor legal manner, then the 
Company shall have the unilateral right to cancel this Agreement and deny Agent’s further participation in 
the program. 

As a condition of this Agreement and Agent’s participation in the Program, Agent authorizes 
Company to v e m  with interstate pipelines Agent’s primary delivery point entitlements and deliveries of 
natural gas supplies as described in Company’s tariff Rate Schedule SVAS. 

Company will maintain a list of Agents who have met the Program financial and performance 
requirements. This list will be made available to customers upon request. 

ARTICLE IV 
Full Requirements Service 

In exchange for the opportunity to participate in this aggregation senice, Agent agrees to supply its 
aggregation customers’ full service requirements for natural gas on both a daily and monthly basis. If Agent 
fails to deliver gas in accordance with its aggregation customers’ full servide W e m e n t s  for natural gas, 
Company shall supply natural gas temporarily to the af€ected aggregation customers, and shall bill Agent the 
higher of either: 1) the fair market price for that period, or 2) the highest incremental cost of gas for that 
period that actually was paid by Company, including transportation and all other applicable charges. This gas 
will not be considered a credit for volumes delivered in the annual reconciliation. 

ARTICLE V L 

. Sumlv Co-Management Defined 

Company’s aggregation service requires that Agent, as a participant in the Program, accept supply 
co-management responsibility as defined hereinafter, as a quid pro quo for its participation in this Agreement. 

Agent agrees to deliver gas supplies into the Company’s designated citygate receipt points on a daily 
basis, in accordance with the aggregate usage requirements of all those customers that comprise each of the 
Agent’s aggregation pools. For those transportation customers that are members of Agent’s aggregation pools 
without daily measurement, Agent must agree to the Company’s estimate of customer consumption as 
provided in Company’s tariff and must pay all charges assessed by the Company as provided in Company’s 
tariff. 

In the event Agent discovers or determines that it may not be able to deliver gas supplies into the 
Company’s designated city gate receipt points, it shall immediately provide notice to Company of such 
potential failure. 

Company assigns, or offers for assignment, only that daily transportation and storage capacity 
necessary to serve the demand of the Agent’s customer group on a day with design temperature. Agent must 
obtain its own capacity and supply to serve the incremental customer demand on days colder than design. 
Failure of Agent to deliver volumes on such days shall be grounds for expulsion. 

Annual Reconciliation 
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. .  @.. . .. 
Agent shall also be required to balance on an annual basis its gas deliveries into the 

Company’s system with the actual overall usage levels of each of Agent’s customer aggregation pools, as 
specified in the Company’s tarif€. 

Company will reconcile imbalances on an annual basis on each July 3 la, for Agent, through 
determination of the difference between: (1) Agent’s deliveries for the twelve-month period ended July 3 1‘ 
and (2) the actual consumption of the Agent’s aggregate Customer Group, adjusted for recognition of all 
adjustments applicable to a prior annual period ended July 3 la. The reconciliation will include the unbilled 
portion of July. Company will complete the imbalance calculation within twenty (20) working days of the end 
of the annual period. 

Agent will have the optlon of eliminating the imbalance through either: 1) payment from 
Company for excess deliveries or billing from Company for underdeliveries at the average for the twelve- 
month period ended July 3 P  of the mid-range of the Mid-Atlantic Citygate Columbia Gas price index 
reported for the first trading day of the month in Gus Daily, or 2) the exchange of gas with Company via a 
storage inventory transfer or delivery over the next thirty (30) days. Agent will spec@ in this Aggregation 
Service Agreement which option it has selected and the selected option will apply for the reconciliation made 
at the end ofthe twebmonth period following the selection. Agent may change the option that it has selected 
once annually on August la of each calendar year. If Agent does not change its option as permitted herein, 
then the latest option selected by Agent shall apply. 

Agent Selection: (circle one) 
(Cash Option Out) 1 Q& ARTICLE VI 

Billing and Charges 

The Company will provide Agent with each of its aggregation pools actual usage data for the 
aggregation pool’s most recent billing period as customers are billed by the Company under Rate Schedule 
SVGTS. 

Agent’s transportation quantities shall be determined from a company provided monthly billing 
report. The montNy billing report reflects customer’s billed-transport volumes as reported to Agent, as 
generated within the Company’s revenue reporting system. 

The billings and charges related to the daily balancing service provided by the Company are specified 
in the Company’s tarif€. 

If Agent has been assigned capacity and subsequently, is excluded from M e r  participation in the 
Program, as provided in the Code of Conduct of the Company’s tarif€, or if this Agreement is terminated in 
accordance with Article VIII, then Company may elect to recall the capacity imrnedlately. If the capacity is 
recalled, Agent shall remain responsible for the difference between the market value of the assigned capacity 
for the remainder of the year and the full demand charges. 

ARTlCLE VI1 
Pavment 

On a monthly basis for the term of the Agreement, Company shall render a statement of the 
quantities delivered and amounts owed by Agent. Company Shall make payment to Agent for the revenues 
billed for the Agent, subject to any deduction for the offsets or recoupments of any amounts owed to the 
Company as specdied herein. The payment shall be at a two and one-half percent (2%%) discount of the total 
amount billed by the Company for Agent to its total Customer Grorrp(s) for providing natural gas supplies to 
the Customer Group@) for that month. Company shall calculate the amount due Agent by first adding together 
all of the bills for natural gas sold to customers in the Agent’s aggregation pools and then multiplying that 
total amount by ninety-seven and one-half percent (97!4%). 
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Company and Agent agree that all fees, costs, charges and penalties owed to the Company shall be 
offset andor recouped from Agent’s receivables check The Company shall have the right to offset or recoup: 
1) all amounts or costs that are incurred by Agent related to participation in this Program; 2) all amounts or 
costs owed directly to the Company; and, 3) all amounts or costs for which the Company is or will be 
responsible if not paid by Agent, including, but not limited to, capacity charges billed by interstate pipeline 
companies. In calculating the payment due Agent under this Agreement, said fees, costs, charges and/or 
penalties shall be deducted from the amount to be paid to Agent after the discount has been applied to the total 
amount billed by the Company. 

. 

Payment to Agent shall be made by the Company on the last business day of the calendar month 
following each monthly billing cycle. Said monthly payment shall be made to Agent by the Company 
regardless of whether any particular customer(s) in Agent’s Customer Group@) pays their bill@). In the event 
that Agent’s receivables are insufficient to cover the deductions specified herein, Agent shall remit payment 
to Company by the 15* day of the next calendar month. 

The Company reserves the right to adjust Agent’s account with regard to payment for amounts billed 
by Company for Agent for up to two (2) years after the 0riginaI billing date for any individual customer’s bill 
at issue for accounting, meter reading, measurement accuracy or any other necessary adjustment. 

ARTICLE VIII 
Remedies 

Defaults. In addition to other rights to terminate or cancel that appear elsewhere in this Agreement. 
if Company or Agent fails to perform, to a material extent, any of the obligations imposed upon either party 
under this Agreement, then the other party may, at its option, terminate or cancel this Agreement by causing 
written notice thereof to be served on the party in default, stating specifically the cause for terminating or 
canceling this Agreement and declaring it to be the intention of the giving the notice to terminate or 
cancel the same. In the event a party receives notice of termination or cancellation made pursuant to this 
Article VIII, the party in default shall have thirty (30) business days after the service of the aforesaid notice 
in which to remedy or remove the cause or causes stated in the notice for terminating or canceling this 
Agreement, and if, within said period of thirty (30) business days, the party in default does so remedy or 
remove said causes, then such notice shall be deemed to have been withdrayn and this Agreement shall 
continue in full force and effect. If the party in default does not so remedy or remove the cause or causes 
within said period of thirty (30) business days, then, at the option of the party giving notice, this Agreement 
shall terminate or cancel as of the expiration of said thirty (30) business day period. 

. b  

Termination Rinhts - Non-Deliverv or Banlauptcv. Notwithstanding the above paragraph entitled 
“Defaults” in Article VIII of this Agreement, in the event that Agent fails to deliver gas supplies in 
accordance with the Rules and Regulations of Company’s tariff, then Company shall have the right to 
terminate this Agreement immediately upon written notice to Agent, by facsimile, electronic mail or 
otherwise. 

In the event that Agent files a petition for relief under the federal bankruptcy laws, and this 
Agreement has not been terminated for nondelivery of gas supplies, then Agent shall cause to be filed with 
the federal bankruptcy court having jurisdiction a notice and take other action to declare its intentions with 
regard to assuming or rejecting this Agreement within 10 days after the order for relief. Failure to Ne and 
take the required action within 10 days after the order for relief will constitute notice that Agent intends to 
reject the Agreement. 

If this Agreement is terminated due to nondelivery of supplies by Agent, or if Company is notified 
of Agent’s intention to reject this Agreement in accordance with federal bankruptcy laws, then the Company 
shall n o t e  Agent’s customers of such termination or rejection and shall return all of Agent’s customers to 
the Company’s system supply. The Company shall also determine whether or not any capacity previously 
assigned to Agent must be returned to the Company, based upon Company’s determination of its necessity 
for service to such customers. 
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.. 
Sole and Exclusive Remedies. The liquidated damages, termination rights, cancellation rights, and 

interest payment and other remedies outlined in this Agreement and in the Company’s tariffs for non- 
performance herein shall be Company and Agents’ sole and exclusive remedies for such non-performance. 
In no event shall either party be liable for special, incidental, exemplary. punitive, indirect or consequential 
damages including, but not limited to: loss of profit or revenue, cost of capital, cost of substitute products, 
downtime costs, or claims for damages by third parties upon Company or Agent. This applies whether claims 
are based upon contract, warranty, tort (including neghgence and strict liability), or other theories of liability. 

ARTICLE IX 
Force Maieure 

Neither of the parties hereto shall be liable in damages to the other, except for the actual delivered 
costs, plus shrinkage, of replacement supplies and flow through of penalty charges, for any act, omission, nor 
circumstance occasioned by or in consequence of any acts of God, strikes, lockouts, acts of the public enemy, 
wars, blockades, insurrections, riots, epidemics, landslides, lightning, earthquake, fires, storms, floods, 
mashouts, civil disturbances, explosions, breakage, or accident to machinery or lines of pipe, gas curtailment 
imposed by interstate or intrastate pipelines, the binding order of any court or governmental authority which 
has been resisted in good Gth by all reasonable legal means, and any other cause, whether of the kind herein 
enumerated or otherwise, not reasonably within the control of the party claiming suspension and which by 
the exercise of due diligence such party is unable to prevent or overcome. Failure to prevent or settle any strike 
or strikes shall not be considered to be a matter within the control of the party claiming suspension. 

. 

Such causes or contingencies affecting the performance hereunder by either party hereto, however, 
shall not relieve it of liability in the event of its concurring negligence or in the event of its failure to use due 
diligence to remedy the situation and to remove the cause in an adequate manner and with all reasonable 
dispatch, nor shall such causes or contingencies affecting such performance relieve Agent fiom its obligations 
to make payments of amounts due hereunder. 

ARTICLE X 
Title to Gas 

Agent warrants that it will have good title to all natural gas delivered to the Company hereunder, 
and that such gas will be free and clear of all liens, encumbrances, and claims whatsoever, and that it will 
indemrufv the Company, and save it harmless from all suits, actions, deb.  accounts, damages, costs, losses 
and expenses arising from or out of a breach of such warranty. 

ARTICLE XI 
Limitation of Third Partv Riebts 

This Agreement is entered into solely for the benefit of the Company and Agent and is not intended 
and should not be deemed to vest any rights, privileges or interests of any kind or nature to any third party, 
including but not limited to the aggregations pools that Agent establishes under this Agreement. 

ARTICLE XI1 
Succession and Assiment  

This Agreement shall be binding upon and inure to the benefit of the successors and assigns of the 
respecc_tlve parties hereto. However, no assignment of this Agreement, in whole or in part, will be made 
without prior written approval of the non-assigning party. The written consent to assignment shall not be 
unreasonably withheld 

ARTICLE XI11 
Apdicable Law and Redations 
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This Agreement shall be construed under the laws of the Commonwealth of Kentucky and shall be 
subject to all valid applicable State, Federal and local laws, rules, orders, and regulations. Nothing herein 
shall be construed as divesting or attempting to divest any regulatory body of any of its rights, jurisdiction, 
powers or authority conferred by law. In the event that any regulatory agency, including but not limited to the 
Kentucky Public Service Commission, does not approve, as filed or in a manner acceptable to Company, the 
transportation rate schedules SVGTS and SVAS, to which this Agreement relates, then this Agreement for 
SmalI Volume Aggregation Service associated with the Columbia Gas of Kentucky small volume gas 
transportation program shall be null and void and shall have no effect. 

ARTICLE XIV 
Notices and Correspondence 

Written notice and correspondence to the Company shall be addressed as follows: 

Columbia G a s  of Kentucb, Inc. 
2001 Mercer Road 
P.O. Box 14241 
Lexington, Kentucky 405 12-4241 

Attention: Choice Program Manager 

Dispatch notices to the Company shall be directed to above address, Attention: Gas 
Transportation Services. Telephone (859) 288-0257. 
Fax notices to the Company shall be directed to (859) 288-0258. 

Written notices and correspondence to Agent shall be addressed and delivered as follows: 

Executive Director 
Community Action Council Buyers Club, Inc. 
892 Georgetown Street 
P. 0. Box 11610 
Lexington, KY 40576 

Telephone notices to Agent shall be directed to (859) 233-4600. ’ 

Fax notices to Agent shall be directed to (859) 244-2261. 
Either party may change its address for receiving notices effective upon receipt, by written notice to 

the other party. 
IN WITNESS WHEREOF, the parties hereto executed this Agreement on the day and year first above 

written. 

COLUMBIA GAS OF KENTUCKY, INC. 

ATTEST: 

Page 7 of 8 



COMMUNITY ACTION COUNCIL BUYERS CLUB, INC. 
7 

By: 

ATTEST: 

Ref:S:\G\CAC\64\85007864421 -A(colGas).Wpd 
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December 5,200 1 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

DEC 0 6 2001 

PUBLIC SERVICE 
COMMISSION 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. We have added one marketer 
this month, the Community Action Council Buyers Club. Copies of the contract terms 
and conditions and the aggregation agreement will be forthcoming. 

Interstate Gas Supply (IGS) - Fixed price of $5.99/ Mcf thru December 2002 

MX Energy - Fixed price of $5.89/Mcf for 1 or 2 year term 

CAC Buyers Club - Variable price $5.354/ Mcf; no term 

Stand Energy Corporation is not marketing currently. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

cc: Becky Phillips 



November 2,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

PUBLIC SERVICE 
COMiv! ISS lORi 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating 
suppliers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $5.39/ Mcf thru December 2002 

MX Energy - Fixed price of $5.99/Mcf for 2 years 

Stand Energy Corporation is not marketing currently. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju %+ y M. ’ooper 

cc: Becky Phillips 



A NiSource Company 

PO. Box 14241 
Lexington, KY 4051 2 
(859) 288.0215 
Fax: (859) 288.0258 

October 1,200 1 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 OCT 2 2001 

;.)E r’ z”\pxr,> L,& .‘I I ,,3 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $5.99/ Mcf for 1 year 

MX Energy - Fixed price of $5.99/Mcf for 2 years 

Stand Energy Corporation is not marketing currently. Energy.com is no longer a 
participating marketer. Energy.com sold its customers to MX Energy effective October 
2001. The customers retain the contract terms and prices as per their agreements with 
Energy.com and are receiving a letter of notification with the toll-free phone number for 
MX Energy should they have any concerns or wish to be removed. 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. S””e+ ooper 

cc: Becky Phillips 

http://Energy.com
http://Energy.com
http://Energy.com


September 4,200 1 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 6 15 
Frankfort, KY 40602 

Dear Mr. Dorman: 

A NiSource Company 

PO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

Pursuant to the Commission’s Orders in Case No. 1999- 165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $5.99/ Mcf for 1 year 

MX Energy - Fixed price of $6.99/Mcf for 2 years 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju ww y M. Cooper 

cc: Becky Phillips 

http://Energy.com


August 3,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

A NiSource Company 

P.0. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS j - Discount of 10% off Columbia’s GCR for 1 year 

MX Energy - Fixed price of $6.99/Mcf for 2 years 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Jud fi+ M. ooper 

cc: Becky Phillips 

http://Energy.com


KY. PUBLIC SERVICE COMMISSION 
HISTORY INDEX FOR CASE: 1999-165 AS OF : 07/11/01 
COLUMBIA GAS OF KENTUCKY, INC. 

PAGE 2 

Tar i f f s  
REVISIONS TO GAS COST ADJUSTMENT CLAUSE AND CERTAIN TRANSPORTATION TERMS 

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 

SEQ 
NBR 

MOO30 
0019 

MOO31 
MOO32 
MOO33 
0020 

MOO34 
MOO35 
MOO36 
MOO3 7 
MOO38 
MOO39 

ENTRY 
DATE 

05/10/2000 
05/19/2000 
05/26/2000 
07/28/2000 
11/22/2000 
01/08/2001 
03/01/2001 
04/02/2001 
05/04/2001 
06/01/2001 
06/01/2001 
07/10/2001 

REMARKS 

VIVIAN LEWIS COURT REPORTER-TRANSCRIPT FILED FOR HEARING ON APRIL 25,OO 
Order entered; r e l i e f  requested is denied i n  pa r t  and granted i n  pa r t  
STEPHEN R. BYARS-INTENDS TO IMPLEMENT CUSTOMER CHOICE PROGRAM 
JUDY COOPER COLUMBIA GAS-TARIFF 
JUDY COOPER/COLUMBIA GAS-INFORMATION REGARDING MARKETERS THAT HAVE BEEN APPROVED AND CERTIF 
Order entered; current schedule of r a t e s  due on 1st business day of each month 
JUDY COOPER/COLUMBIA GAS-RESPONSE TO COMMISSION'S ORDER 
JUDY COOPER/COLUMBIA GAS-RESPONSE TO COMMISSION'S ORDER 
JUDY COOPER/COLUMBIA GAS-RATES CURRENTLY BEING OFFERED 
JUDY COOPER/COLUMBIA GAS-RATES CURRENTLY BEING OFFERED 

JUDY COOPER/COLUMBIA GAS-RATES CURRENTLY BEING OFFERED BY PARTICIPATING MARKETERS 
STEPHEN BYARS/COLUMBIA GAS-FIRST ANNUAL REPORT FOR CUSTOMER CHOICE PROGRAM 



July 10,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Lexington Office: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New Area Code 
859 

JUL 1 0  2001 

PUBLIC SERVICE 
coMMlssloN 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $7.65/Mcf for 12 month term 

MX Energy - Fixed price of $8.25/Mcf for 12 month term 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju l?t* M. oop r 

cc: Becky Phillips 

A Columbia Energy Group Company 

http://Energy.com


June 1,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Lexington Ofice: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New Area Code 
859 

JUN 0 1 2 0 0 1  

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-1 65, Columbia Gas of Kentucky, 
Inc. , (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $7.65/Mcf for 12 month term 

MX Energy - Fixed price of $8.25/Mcf for 12 month term 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

Ju 73T y .Coo er 

cc: Becky Phillips 

A Columbia Energy Group Company 

1 

http://Energy.com


June 1,2001 

Mr. Thomas Dorman 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

A NiSource Company I 

EO. Box 14241 
Lexington, KY 40512 
(859) 288.0215 
Fax: (859) 288.0258 

JUM 0 f. ZOO? 

RE: Case No. 1999-165 

Dear Mr. Dorman: 

Please find enclosed one original and ten (10) copies of Columbia Gas of Kentucky’s first 
annual report on its Customer Choice Program. This annual report was required by the 
Kentucky Public Service Commission in its order in Case No. 1999-165. 

Please call me at 859-288-0227 if you have any questions. 

Sincerely, 

Stephkn R. Byars 
Director, 
Regulatory & Governmental Policy 
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M e  a Choice. Take Control. 

Columbia Gas of Kentucky, Inc. 
Customer ChoiceSM Program Annual Report 
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Introduction 

Columbia Gas of Kentucky’s (“Columbia”) application requesting approval of its 
Customer Choice Program described an annual report to be filed with the Kentucky 
Public Service Commission (“Commission”). This first annual report summarizes key 
elements and initial outcomes of Columbia’s pilot program beginning with the public 
announcement and kickoff of the program on July 19 and continuing through the first 
eight months of the program’s operation. 

On September 18,2000 the residential and small commercial customers of Columbia Gas 
of Kentucky became the first utility customers in Kentucky to be offered the choice of 
purchasing their energy supplies from an entity other than a regulated utility. The 
Columbia Customer Choice Program was introduced to the public prior to that date on 
July 19 with a press conference describing the Program to various media outlets from 
across Columbia’s operating territory - and beyond, From there a massive customer 
education campaign ensued to educate the approximately 140,000 customers eligible for 
the program about CHOICE. Customers were officially able to enroll with one of four 
certified marketers approved to participate in the Program starting on September 18. 

The winter of 2000-01 proved to be a difficult one for natural gas utilities and customers 
alike across the nation. Tight supplies causing higher wholesale natural gas prices 
combined with record-breaking cold temperatures in December proved to be a double 
whammy for customers. With natural gas bills rising customers were focused on their 
bills, particularly the gas cost portion of the bill. Continued customer education efforts 
(Columbia made over sixty (60) community presentations on Customer Choice last year) 
and attractive offers from marketers proved to be enticing to customers. As of the May 
enrollment period, 42,888 customers, or approximately 30.6 percent of eligible customers 
and 36.2% of eligible volumes, had enrolled with one of the participating marketers in the 
Customer CHOICE Program. This level of participation so quickly has exceeded 
everyone’s expectations. In fact, projections for customer participation, developed in part 
by examining participation levels from other programs across the country, did not 
anticipate this level of customer enrollment until the end of the program. 

Also encouraging has been the level of customer savings generated by the program. 
Customers have saved a total of $1,458,148 on gas costs from November 2000 through 
the first six months of the program. To put this into perspective, the typical residential 
customer using an average of 8 MCF per month throughout the year paid $59.29 per 
month for natural gas from Columbia Gas of Kentucky. This same customer would have 
saved more than $71 over a full year if enrolled under the 10% off of Columbia’s gas cost 
offer accepted by most customers. In other words, this customer will have saved enough 
through the Customer CHOICE Program to have received, in effect, more than one 
month’s gasfiee. 

The wild weather of December 2000 produced some hardships to natural gas suppliers 
and marketers as well. During this month two marketers certified to participate in the 
CHOICE program failed to deliver the required supplies to Columbia for their customers. 
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As a result, Columbia was obligated to terminate the two marketers from the program. 
This was an early test of the program’s viability and it passed with Columbia exercising 
its role as the supplier of last resort and taking the customers back from the terminated 
marketers. Most of those customers have since enrolled with the remaining marketers in 
the program. 

Columbia Gas of Kentucky’s Customer CHOICE Program follows programs 
implemented in 23 states across the U.S. Columbia believes it benefited from the 
experience of these other programs by analyzing them prior to beginning the 
development of its own program. From this research Columbia identified several goals 
that it believes are critical to the success of the program: 

The program must provide an opportunity for customers to save money on their gas 
bills; 
The program should provide marketers with as much flexibility as is possible to 
provide customers savings by allowing them to serve customers using their own 
interstate pipeline capacity; 
The program should be revenue neutral for Columbia, and must allow Columbia to 
recover its stranded costs and incremental program expenses; 
The recovery of stranded costs must be as transparent to the customer as possible to 
permit the customer to make a clear and understandable choice between the 
marketer’s offer and Columbia’s sales rate; 
Customers who choose to continue to purchase their gas supply using Columbia’s 
traditional sales service should not incur any additional charges because of the 
implementation of the Customer CHOICE Program; 
Customer education is critical to the success of the program and customers must 
have an opportunity to learn about the program for a period of time before they 
begin to receive offers from marketers. 

Columbia still believes that these goals are critical to the success of the program and, in 
fact, have contributed to the early tremendous success of Columbia Gas of Kentucky’s 
Customer CHOICE Program. 

The development of the Program followed the above goals and could not have been 
accomplished without the thoughtful and committed involvement of the members of the 
Customer Choice Collaborative. The Office of the Attorney General of the 
Commonwealth of Kentucky, the Lexington-Fayette Urban County Government, and the 
Community Action Council for Fayette, Bourbon, Harrison, and Nicholas Counties all 
provided countless hours to the development of this program and it is a better program as 
a result of their involvement. In addition, FSG Energy Services, a marketing subsidiary 
of Wisconsin Public Service Resources Corporation, provided valuable input as well. 
Columbia is extremely grateful for the assistance and counsel of the parties above. 
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Summary 

The Columbia Gas of Kentucky Customer CHOICE Program has been a tremendous 
success. 

The evidence of the program’s success is illustrated by the following: 

1. Robust Customer Participation. With 42,888 customers enrolled in the program, 
representing approximately 30.6% of eligible customers and 36.2% of eligible 
volumes, customer participation far exceeds anyone’s expectations. This level of 
participation was not expected until the end of the program. With customer 
participation lagging in some other programs around the country the level of customer 
participation is evidence that the goals and design of the program are well founded. 

2. Impressive Customer Savings. Both residential and commercial customers are 
saving money through the Customer CHOICE Program - one of the primary goals of 
the program. Cumulative savings since gas first flowed to CHOICE customers on 
November 1, 2000 (six months of actual experience) amount to $1,458,148. The 
average residential customer who enrolled in time for their November gas purchases 
to be supplied by a marketer would have saved a total of $52.37 through March, 
200 1 (calculated by dividing total residential Choice customers’ savings each month 
by the number of Choice customers enrolled each month). Furthermore, a typical 
residential customer using an average of 8 MCF per month throughout the year would 
spend $59.29 per month on gas costs if purchasing the commodity through Columbia. 
If this same customer purchased their natural gas through a Choice Program marketer 
and enrolled under the 10% off Columbia’s gas cost rate, that customer would save 
$71.15 in gas costs over the course of the year. In other words, this customer would 
have saved enough through the Customer CHOKE Program to have received, in 
eflect, more than 12 months of natural gas for the price of 11 months. 

3. Low Number of Customer Complaints. Columbia has assumed the responsibility 
of responding to customer complaints regarding the Customer CHOICE Program. To 
date Columbia has received only 167 complaints, representing 1.7% of Customer 
Choice-related customer calls to the Columbia Customer Service Center and only .4% 
of the 42,888 customers enrolled in the program. 

4. High Customer Awareness Levels. An independent customer survey conducted in 
November 2000 showed that almost three-fourths of Columbia customers were aware 
of the Customer CHOICE Program. 
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Make a Choice. Take Control. 

As of May 15,2001 4 
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M d e  a Choice. Tde Control. 

MarketerA 

Note: In an effort to avoid undue influence in 
a competitive market, marketer data for this 
report will not be identified by specific 
marketer name. 

Marketer D has no customers. 

As of May 15,2001 
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Make a Cboice. Take Control. 

Internet 
1.724 

As ofMay 15,2001 6 
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Total = 5,9 1 1,20 1 Mcf Annually 

As of May 15,2001 
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Make a Choice. Take C o n d  

36.2 percent of total eligible throughput 
is being supplied by a Choice marketer. 

As ofMay 15,2001 
8 
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Stand Energy Corporation 
Stacee Dover 
1077 Celestial Street, Suite 110 
Cincinnati, Ohio 45202 
800-598-2046 

Interstate Gas Supply, Inc. 
Dave Burig, Customer Choice Program Director 
5020 Bradenton Avenue 
Dublin, Ohil430 17 
800-280-4474 

MxEnergy .corn, Inc. 
Robert Blake 
745 West Main Street, Suite 100 
Louisville, Kentucky 40202 
800-785-4373 

Energy .corn 
Eric Cellar, Director Energy Group 
92 1 Eastwind Drive, Suite 1 12 
Westerville, Ohio 4308 1 
877-289-740 1 

9 
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The following marketer rates are not identified by marketer name in order to avoid undue 
influence in a competitive market. 

Marketer Rates as of 6/1/01 
$7.86 per Mcf 
10% off Columbia’s GCR 
12% off Columbia’s GCR 
$6.641 per Mcf 
$7.65 per Mcf 
$7.59 per Mcf 
$6.999 per Mcf 
$8.4833 per Mcf 
$8.8445 per Mcf 
10% off Columbia’s GCR 
$7.79 per Mcf 
$8.25 per Mcf 
$7.99 per Mcf 
None 

I 

10 



I 
I 
I 
I 
I 
1 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Customer Education 

On July 19, 2000, Columbia Gas of Kentucky officials held a press conference to begin 
educating natural gas consumers about the concept of “choice” prior to the official 
launch of the company’s Customer CHOICESM Program. Prior to the official 
announcement of the program, Columbia Gas of Kentucky officials met with members of 
the Lexington Herald-Leader Editorial Board to provide them an overview of the 
program and answer their specific questions. The resulting editorial coverage of the 
program was positive. Media coverage of the press conference was extensive and 
provided an outstanding kickoff to the program’s official customer education efforts. 
Those efforts included: 

Advertising 
Following the announcement of the program, Columbia Gas of Kentucky initiated an 
advertising campaign to educate consumers about the concept of having a “choice” of 
natural gas suppliers and how they could find out more details about the program. The 
campaign included newspaper, radio and specialty publication (Le. Lexington Family 
Magazine) placements through October 2000. 

In-Bill Communication 
In addition to paid advertising, Columbia Gas of Kentucky relied heavily on its ability to 
communicate through bill inserts about the Customer CHOICE Program. Specific 
information about how the program works, frequently asked questions, marketer contact 
information and questions to ask marketers appeared in the in-bill newsletter, Gaslines, in 
July-August, September, October and November 2000 bills. 

Community Presentations 
From August through December 2000, Columbia Gas of Kentucky staff members made 
over 60 presentations to neighborhood associations, civic groups, professional 
organizations, seniors groups, community events, and government groups throughout its 
service area. An educational video and brochures describing the Customer CHOICE 
Program were used for these presentations. These presentations provided consumers the 
opportunity to ask specific questions of a Columbia Gas representative in person. That 
face to face interaction provided many customers a comfort level needed to embrace the 
new concept. 

In addition, Columbia Gas of Kentucky representatives appeared on six public affairs 
programs airing on 11 radio and two television stations. 

Web Site 
During the Customer CHOICE Program customer education campaign, the company’s 
Web site home page was dedicated to the program, providing a detailed description of the 
program and answers to frequently asked questions. Once the program was officially 
launched, the site also included a list of approved marketers, toll-free phone numbers and 
links to their Web sites. 

11 
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The Columbia Gas of Kentucky Web site - www.columbiagasky.com - enables 
customers to ask questions online. In 2000, over 40 inquiries about the Customer 
CHOICE Program were received and promptly answered by Columbia Gas of Kentucky 
representatives. 

Customers can also request a speaker to address their organization via the Web site by 
completing and submitting an online speaker request form. 

Media Requests 
Requests for interviews by print and electronic media were numerous following the 
announcement of the Customer CHOICE Program. In addition to many television and 
radio interviews conducted, over 40 print articles about the Customer CHOICE Program 
appeared during 2000. 

Customer Service Center Training 
Training was conducted for all Customer Service Representatives in the Lexington 
Customer Service Center to provide them with adequate knowledge of the program in 
order to allow them to explain the Customer CHOICE Program to customers who called 
with inquiries. Training included information regarding: 

Why Columbia Gas of Kentucky was introducing the Customer CHOICE Program 
Who was eligible to participate in the program 
Participation is voluntary 
Possible benefits to customers 
Billing information 
More detailed information about program (participating marketers, how to enroll, 
reliability, etc.) 

The Customer Service Center received 9,758 calls from July 2000 through April 2001 
from customers seeking information about the Customer CHOICE Program. 

Market Research 
In November 2000, Columbia Gas of Kentucky commissioned a telephone survey to test 
the effectiveness of their customer education efforts. A total of 608 telephone interviews 
were conducted in selected areas within Columbia’s Kentucky service territory. 

The research revealed that almost three-fourths of Columbia Gas of Kentucky’s 
customers were aware of their ability to choose a natural gas supplier. That rate of 
awareness was consistent throughout all markets surveyed demonstrating that messages 
were delivered effectively to customers throughout the entire service territory. Research 
also showed that information about the Customer Choice Program was obtained through 
a variety of methods, including bill inserts, advertising and mainstream media. 

Total Costs 
Total costs incurred to educate Columbia Gas of Kentucky customers about the Customer 
CHOICE Program were $232,485. Costs were incurred from July 19,2000 through 

12 
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Representatives or staff time to make community presentations. 
Total costs do not include training of Customer Service 
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Stranded Costs 

The amount of stranded costs incurred under the program to date; and the amount of 
revenue, to date, realized from opportunities developed to off-set stranded costs under the 
program. 

Transition Capacity Costs $1,186,678 
Information Technology Costs $91,914 
Education Costs $232,485 

I Total $131 1,077 

Revenue to Off-Set Stranded Costs 

Revenues Generated to Recover Stranded Costs, to date: 

Off-System Sales $1,261,155 
Balancing Charge 

$647,496 
Marketer Contribution $92,500 

Total $2,001,151 

Note: Revenue opportunities should exceed stranded costs in the early years of the 
program but this situation reverses in the later years of the program as stranded costs will 
then exceed revenue opportunities for two primary reasons. First, transition capacity 
costs will increase as customer participation increases, increasing stranded costs later in 
the program. Second, revenue opportunities decrease after the initial years as there will 
be fewer opportunities to make off-system sales as customer participation increases. This 
occurs because the size of Columbia’s merchant function is decreasing at the same time 
that its capacity asset portfolio is declining. 
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May 2,2001 

. 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Lexington Ofice: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New Area Code 

Pursuant to the Commission’s Orders in Case No. 1999- 165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed price of $7.65/Mcf for 12 month term 

MX Energy - Fixed price of $8.25/Mcf for 12 month term 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

A Columbia Energy Group Company 

cc: Becky Phillips 

http://Energy.com


April 2,2001 

Lexington Office: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New Area Code 
859 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-1 65, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed Discount of 10% thru September 2001 billing 

MX Energy - Fixed price of $8.25/Mcf for 12 month term 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

JudyM. qw ooper 

cc: Becky Phillips 

http://Energy.com


March 1,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Lexington Office: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New Area Code 

Dear Mr. Dorman: 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed Discount of 10% thru September 2001 billing 

MX Energy - Fixed price of $8.25/Mcf for 12 month term 
Fixed price of $7.99/Mcf for 25 month term 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, ”‘* 
Judy M. Cooper 

cc: Becky Phillips 

A Columbia Energy Group Company 

http://Energy.com


February 1,2001 

Mr. Tom Dorman 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Dorman: 

of Kentucky 

Lexington Office: 
PO Box I424 I 
Lexington. KY 405 12-424 I 

606 288-02 I5 Phone 
606 288-0258 Fax 

Note: New At-ea Code 
859 

Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky, 
Inc., (“Columbia”) hereby submits the rates currently being offered by participating 
marketers in Columbia’s Customer CHOICESM program. 

Interstate Gas Supply (IGS) - Fixed Discount of 10% 

MX Energy - Fixed Discount of 5% 
Fixed Discount of 10% 

Stand Energy Corporation and Energy.com are not marketing currently 

If you have any questions, please give me a call at (859) 288-0242. 

Sincerely, 

J N- dy .Cooper 

cc: Becky Phillips 

http://Energy.com


COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

January 8, 2001 

To: All parties of record 

RE: Case No. 1999-165 

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

the above case. 

Sincerely, 

. 
Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Richard S .  Taylor 
Attorney for Columbia Gas of KY 
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 
Counsel for Community Action Council 
of Lexington-Fayette,Bourbon, 
Harrison and Nicholas Counties 

P.  0. Box 1812 
Lexington, KY 40588 

a 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 

COUNTY GOVERNMENT 
LEXINGTON-FAYETTE URBAN 

Department of Law 
200 East Main Street 
Lexington, KY 40507 

Honorable Stephen B. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Dr. 
P.O. Box 117 
Columbus, OH 43216 0117 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

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 ) 

PROGRAM 1 
CONTINUE ITS CUSTOMER ASSISTANCE ) 

O R D E R  

On May 19, 2000, the Commission issued its final Order on rehearing in the 

instant proceeding. Ordering paragraph 5 of that Order requires Columbia Gas of 

Kentucky, Inc. (“Columbia”) to provide certain information to the Commission regarding 

marketers approved to participate in Columbia’s Customer Choice program. The 

Commission finds that additional information is necessary in order for the Commission 

to be fully informed regarding the operations of the program. Specifically, the 

Commission finds that a current listing of rates that approved marketers are offering to 

consumers under the terms of the Customer Choice program should be provided to the 

Commission by Columbia on the first business day of each month during the term of the 

program. 

IT IS THEREFORE ORDERED that Columbia shall file, on the first business day 

of each month during the term of the Customer Choice program, a current schedule of 

the rates being offered by each approved marketer as of the filing date. 



e 
Done at Frankfort, Kentucky, this 8th day o f  January, 2001. 

By the Commission 

Executive Director 

ATTEST: 



KY. PUBLIC SERVICE COMMISSION 
HISTORY INDEX FOR CASE: 1999-165 AS OF : 07/11/01 
COLUMBIA GAS OF KENTUCKY, INC. 
Tariffs 
REVISIONS TO GAS COST ADJUSTMENT CLAUSE AND CERTAIN TRANSPORTATION TERMS 

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 

SEQ 
NBR 

0001 
0002 

MOO01 
MOO02 
0003 

MOO03 
MOO04 
MOO05 
0004 
0005 
0006 

MOO06 
0007 

MOO07 
MOO08 
MOO09 
MOO10 
0008 
0009 

MOO11 
0010 

MOO12 
MOO13 
0011 

MOO14 
MOO15 
MOO16 
0012 

MOO17 
0013 

MOO18 
MOO19 
MOO20 
0014 
0015 
MOO21 
MOO22 
MOO23 
0016 
MOO24 
MOO25 
0017 

MOO27 
MOO26 
0018 
MOO28 
MOO29 

ENTRY 
DATE REMARKS 

05/28/1999 
05/28/1999 
06/02/1999 
06/03/1999 
06/09/1999 
06/14/1999 
06/18/1999 
06/22/1999 
06/24/1999 
06/24/1999 
06/28/1999 
06/29/1999 
07/02/1999 
07/16/1999 
07/16/1999 
07/16/1999 
07/16/1999 
07/27/1999 
07/30/1999 
07/30/1999 
08/06/1999 
08/13/1999 
08/26/1999 
08/27/1999 

09/20/1999 
09/22/1999 
10/05/1999 
10/26/1999 
10/29/1999 
11/12/1999 
11/12/1999 
11/12/1999 

01/27/2000 
02/04/2000 

03/01/2000 
03/06/2000 
03/16/2000 
03/16/2000 
03/20/2000 
03/28/2000 
03/29/2000 
04/04/2000 
04/14/2000 
05/03/2000 

09/10/1999 

01/20/2000 

02/18/2000 

Order scheduling an IC on 6/3/99 at 1O:OO in Hearing Room 2. 
Order suspending proposed rates up to and including March 31, 2000. 
DOUGLAS BROOKS LG&E ENERGY-MOTION TO INTERVENE OF LG&E ENERGY 
STEPHEN SEIPLE COLUMBIA GAS OF KY-RESPONSE TO COMMISSIONS ORDER DATED MAY 28, 1999. 
Order granting LG&E Energy full intervention. 
Jerry Borchert/ SEC-Motion for leave to Intervene. 
STEPHEN SEIPLE COLUMBIA GAS OF KY-SUPP RESPONSE TO ORDER OF MAY 28,99 
ANTHONY MARTIN COMMUNITY ACTION COUN-MOTION TO INTERVENE 
Order granting Stand Energy Corporation intervention 
Order scheduling 10/12 hearing; sets procedural schedule 
Order granting the Community Action Council, Inc. intervention 

Data Request Order; response due 7/16 
JACK BURCH COMMUNITY ACTION COUNCIL-LETTER OF AGREEANCE TO POSITION EXPRESSED IN RESPONSE F 

COLUMBIA GAS-RESPONSE TO ORDER OF JULY 2,99 
COLUMBIA GAS-DIRECT TESTIMONY OF KIMRA COLE 
COLUMBIA GAS OF KY-DIRECT TESTIMONY OF STEPHEN BYARS 
COLUMBIA GAS-TESTIMONY OF SCOTT PHELPS 
Order entered; existing tariff sheets remain in effect until conclusion of case 
Data Request Order; response due 8/13 

Order granting Lexington-Fayette Urban County Government intenrention 
LEX FAY URBAN CO GOV ED GARDNER-MOTION FOR FULL INTERVENTION 

COLUMBIA GAS SMITTY TAYLOR-RESPONSE TO PSC ORDER OF JULY 30,99 
BRIAN DINGWALL UNITED GAS-MOTION TO INTERVENE 
Data Request Order; response due 9/10 
COLUMBIA GAS SMITTY TAYLOR-RESPONSE TO PSC ORDER OF AUG 27'99 
JACK BURCH COMMUNITY ACTION COUNCIL-TESTIMONY OF JACK BURCH 
COLUMBIA GAS OF KY AMY KONCELIK-RESPONSE TO ORDER OF JUNE 24,99 DUPLICATE NOTICE,& REQUEST 
Order granting United Gas intervention 

Order issuing data request; response due 11/12 
CONNIE SEWELL COURT REPORTER-TRANSCRIPT FILED FOR HEARING ON OCT 12,99 

ANTHONY MARTIN COLUMBIA GAS-BRIEF OF THE COMMUNITY ACTION COUNCIL 
COLUMBIA GAS RICHARD TAYLOR-POST HEARING BRIEF 
COLUMBIA GAS RICHARD TAYLOR-RESPONSE TO PSC ORDER OF OCT 29,99 

FINAL ORDER; APPROVES SMALL VOLUME GAS TRANSPORTATION PROGRAM ON PILOT BASIS 
STEPHEN SEIPLE COLUMBIA GAS OF KY-NOTIFICATION CONCERNING FILING EVALUATION 
COLUMBIA GAS STEPHEN SEIPLE-PETITION FOR REHEARING 
ANTHONY MARTIN COMM ACTION COUNCIL-JOINT RESPONSE TO PETITION FOR REHEARING OF COLUMBIA G 

Memorandum regarding Small Volume Gas Transportation Service 

Order granting rehearing 
COLUMBIA GAS-TESTIMONY OF JUDY M COOPER 
COLUMBIA GAS-TESTIMONY OF SCOTT PHELPS 
Order scheduling 4/25 hearing; sets procedural schedule 
COLUMBIA GAS-REHEARING BRIEF 
JOHN DOSKER STAND ENERGY CORP-COMMENTS 
Order issuing data request; response due 4/14 
ANDREW J. SONDERMAN/COLUMBIA GAS-TO COMMISSION'S ORDER DATED APRIL 4, 2000 
JUDY COOPER/COLUMBIA GAS-RESPONSES TO QUESTIONS POSED AT THE HEARING OF APRIL 25, 2000 



May 26,2000 

Mr. Martin J. Huelsmann 
Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Stephen R. Byars 
Director 
External Affairs 

zu@ Lexington, KY 405 12-424 I 

606 286-0227 Phone 
606 288-0258 Fax 

Note: New Area Code 
859 

RE: Columbia Gas of Kentucky, Inc. 
Case No. 1999- 165 

Dear Mr. Huelsmann: 

Pursuant to the Commission’s Order of May 19, 2000, Columbia Gas of Kentucky, Inc., 
(“Columbia”) hereby advises the Commission that it intends to implement the Customer 
Choice program. Columbia will report to the Commission its progress on customer 
education program activities as soon as such information becomes available. In addition, 
we would appreciate the opportunity to conduct an education session at an appropriate 
time with any Commission staff that might be interested. 

We truly welcome the opportunity to provide Customer Choice to our customers in 
Kentucky and believe that they will enjoy the benefits from this opportunity just as 
customers of our sister companies in other jurisdictions have. Please know that we intend 
to dedicate all the effort necessary in order to implement a program of which both 
Columbia and the Commission will be proud. 

We will hold a press conference to publicly announce the program and kick-off the 
customer education blitz within the next 60 days. I will keep you up to date with our 
progress and welcome any questions you may have between now and then. 

Sincerely, 

Steph n R. Byars /Disk- 

Cc: Dr. B. J. Helton 
Edward J. Holmes 
Gary W. Gillis 

A Columbia Energy Group Cornpony 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1999-165 
COLUMBIA GAS OF KENTUCKY, INC. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on May 19, 2000. 

See attached parties of record. 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Richard S. Taylor 
Attorney for Columbia Gas of KY 
Capital Link Consultants 
315 High Street 
Frankfort, KY. 40601 

Mr. Jack Burch a 

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 

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 #110 
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 

Honorable Stephen B. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc 
200 Civic Center Dr. 
P.O. Box 117 
Columbus, OH. 43216 0117 

Honorable Anthony G. Martin 
Counsel for Community Action Council 
of Lexington-Fayette,Bourbon, 
Harrison and Nicholas Counties 
P. 0. Box 1812 
Lexington, KY. 40588 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS ) 

SMALL VOLUME GAS TRANSPORTATION ) 
OF KENTUCKY, INC. TO IMPLEMENT A ) 

INCENTIVE MECHANISMS, AND TO ) 
CONTINUE ITS CUSTOMER ASSISTANCE ) 
PROGRAM 1 

SERVICE, TO CONTINUE ITS GAS COST ) CASE NO. 99-165 

O R D E R  

On March 6, 2000, the Commission granted rehearing to Columbia Gas of 

Kentucky, Inc. (“Columbia”) for the purpose of further considering three issues: the 

continuation of Columbia’s gas cost incentive mechanism; the legal status of natural gas 

marketers in relation to Columbia for purposes of the pilot program; and the 

restructuring of the stranded cosffrecovery pool as it relates to capacity release, expiring 

contract revenues, and the ability of marketers to compete. Columbia briefed the issues 

related to marketer participation in its proposed Customer Choice pilot program and 

also filed testimony on the rehearing issues. After Columbia provided additional 

information requested by the Commission, a hearing was held on April 25, 2000, at the 

Commission’s offices in Frankfort, Kentucky. 

Having considered the evidence of record and being otherwise sufficiently 

advised, the Commission finds that: 

1. In light of the additional evidence in support of the expected benefits an 

incentive mechanism will have on stranded cost mitigation, Columbia should be allowed 



to retain as an incentive 25 percent of off-system sales revenues. This sharing should 

occur on an annual basis over the term of the pilot program. Although Columbia’s 

proposal was to continue to share in capacity release revenues as well, the Commission 

believes it is more appropriate that those revenues be credited to sales customers’ gas 

cost as required by the Order of January 27, 2000. 

In order to determine the appropriate sharing mechanism, the Commission 

divided projected excess revenues (approved revenue opportunities minus approved 

transition costs adjusted for reduced GCR Demand costs) of $4.373 million by 

estimated off-system sales revenues over the life of the pilot of $17.96 million.‘ This 

methodology has the benefit of giving Columbia the incentive to maximize off-system 

sales revenues, and therefore revenue opportunities, over the life of the program, but 

also targets the amount of expected excess revenues so that there is no excess of cost 

or revenue at the end of the program. 

In the event that the stranded costlrecovery pool contains excess revenues at the 

end of the pilot program, the excess should be credited on a throughput basis to both 

sales and Customer Choice customers. If stranded costs exceed revenue opportunities 

at the end of the pilot, Columbia will be at risk for the under-collection. This reverses 

the Commission’s earlier clarification that Columbia could file to recover any excess 

prudently incurred stranded cost. 

2. On rehearing the Commission accepts that Columbia did not intend for 

marketers to be considered agents of Columbia, but as agents of the Customer Choice 

’ The resulting percentage is 24.35. For ease of administration, this has been 
rounded-up to 25. 

-2- I 



customers. The Commission continues to believe, however, that customers can be 

adequately protected and that the Customer Choice pilot program can be administered 

pursuant to the terms of Columbia’s proposed tariff. For the duration of the pilot, the 

Commission’s jurisdiction over Columbia should be sufficient to protect customers, 

since a marketer may participate in the program only under the terms of the aggregation 

agreement contained in Columbia’s tariff. Columbia retains a great deal of control over 

the program and, accordingly, will be held accountable in the event of marketer non- 

compliance with Columbia’s tariff and aggregation agreement. In addition, certain 

information must be filed with the Commission concerning marketers authorized to 

participate in the Customer Choice program. After it has approved a marketer, 

Columbia should file with the Commission the name and address of the marketer; a 

contact person for dispute resolution with a copy of dispute resolution procedures; 

certification that the marketer is credit worthy; a copy of the marketer’s standard 

contract; and a copy of the aggregation agreement signed by marketer and Columbia. 

3. Further reconsideration of the effect of the Commission’s Order on 

marketer participation has not changed the Commission’s initial determination that the 

stranded costlrecovery pool should not include capacity release revenues or expiring 

contract revenues. Including these revenues in the pool as proposed by Columbia 

would result in over-funding the pool since the amount of GCR Demand Cost has been 

reduced. The Commission continues to find that it is more appropriate for marketers to 

compete against Columbia’s sales customers’ actual gas cost as reduced by capacity 

release revenues, than to maintain sales customers’ demand cost at a historic level in 

order to make marketers’ gas cost more attractive. 



IT IS THEREFORE ORDERED that: 

1. Columbia’s requested relief regarding continuation of the gas cost sharing 

mechanism is denied in part and granted in part. The Commission affirms its original 

decision to deny continuation of the gas cost incentive program originally approved in 

Case No. 96-079.* An alternate incentive sharing mechanism shall be approved, 

however, with Columbia’s portion being distributed to it on an annual basis over the 

term of the pilot program. Columbia’s portion shall consist of 25 percent of off-system 

sales revenues. Any excess revenues remaining in the stranded costlrecovery pool at 

the end of the program shall be credited to sales and Customer Choice customers on a 

throughput basis. Columbia will be required to absorb any excess of stranded cost 

remaining in the pool. 

2. Within 20 days of the date of this Order, Columbia shall file language 

amending Original Sheet No. 58 or 59, the Stranded CostlRecovery Pool section, 

setting out the incentive sharing mechanism approved herein. 

3. Columbia’s requested relief regarding the designation of marketers as its 

“agents” is granted. The Commission shall, for the purposes of this pilot program, exert 

jurisdiction over marketers, as necessary, through its jurisdiction over Columbia, its 

tariffs and aggregation agreements. 

4. The Commission’s Order of January 27, 2000 is modified to the extent that 

Columbia need not amend its tariff language to designate marketers as agents. 

* Case No. 96-079, The Tariff Filing of Columbia Gas of Kentucky, Inc. to 
Implement Gas Cost Incentive Mechanisms. 
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5. Columbia shall notify the Commission immediately upon its determination 

that a marketer is qualified to participate in its Customer Choice program. Within 15 

days of this notification, Columbia shall file with the Commission the following 

information: the name and address of the marketer; a contact person for dispute 

resolution; a copy of dispute resolution procedures; certification that the marketer is 

credit worthy; a copy of the marketer’s standard contract; and a copy of the aggregation 

agreement signed by the marketer and Columbia. 

6. The Commission’s Order of January 27, 2000 is affirmed with regard to 

the issue of excluding capacity release revenues and expiring contract demand 

revenues from the recovery pool: marketers shall be required to compete based on the 

actual cost of sales customers’ gas. 

7. Within 10 days of the date of this Order, Columbia shall notify the 

Commission whether it intends to implement the Customer Choice program. 

8. Should it decide to implement the Customer Choice program approved 

herein, Columbia shall report to the Commission on the progress of its customer 

education program activities as such information becomes available. 

9. Unless specifically modified herein, all other provisions of the 

Commission’s Orders entered in this proceeding on January 27, 2000 and March 6, 

2000 shall remain in full force and effect. 

-5- 



Done at Frankfort, Kentucky, this 19 th  day o f  May, 2000. 

By the Commission 

ATTEST: 



Lexington Office: 
PO Box I424 I 
Lexington, KY 405 12-424 I 

606 288-02 I 5 Phone 
606 288-0258 Fax 

Note: New Area Code 
859 

May 3,2000 

Mr. Martin Huelsmann 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, KY 4060 1 

MAY 0 3 2000 
PUBLIC SERVICE 

COMMISSION 
RE: Columbia Gas of Kentucky, Inc. 

Case No. 99-165 

Dear Mr. Huelsmann, 

Attached are an original and ten copies of responses of Columbia Gas of Kentucky Inc. to 
questions posed at the hearing held in this case on April 25,2000. Copies have been 
mailed to those on the service list as well. If you need further information, please do not 
hesitate to call me at (859) 288-0242. 

Sincerely, 

Manager, Regulatory Services 

cc: Service List 

A Columbia Energy Group Company 



Q: Provide the incidence rate of complaints about marketers by Choice customers in 

Ohio. 

Please see the attached report of customer concerns from Columbia Gas of Ohio. A: 

Q. 

A. 

How does the CPA Capacity Release Incentive Program work? 

A benchmark is set in terms of dollars of revenue per year. That benchmark is 

currently $839,344. Surrounding the benchmark is a deadband from 85% to 115% 

of the benchmark. If annual revenues fall short of the deadband, Columbia pays for 

some of the shortfall; 25% of the shortfall between 85 and 75% of the benchmark, 

and 50% of the shortfall below 75% of the benchmark. If revenue exceeds the 

deadband, Columbia shares in a portion of the revenue; 25% of the revenue between 

115% and 125% of the benchmark, and 50% of the revenue that exceeds 125% of 

the benchmark. If annual revenues fall within the deadband there is no cost or 

revenue sharing by Columbia. In addition, revenue will be credited to a stranded 

cost rider equal to $1.20 per Dth per month of FTS capacity not assigned to gas 

marketers under the Choice program with a minimum annual credit of $157,000. 

The annual revenues received under the Capacity Release Incentive program are first 

reduced by the credit to this credit to the stranded cost rider before determining how 

the annual revenue level compares to the benchmark. 

1 



Q. 

A. 

Explain how CPA’s off system sales program works? 

Columbia retains all off system sales revenue, but must provide a 13.4 cent credit the 

Purchased Gas Commodity rate of its retail sales customers. This credit was a 

negotiated amount, and will remain the same regardless of what the actual off 

system sales revenues are in a given year. 

Q. 

A. 

Explain how CPA’s stranded cost rider is calculated? 

CPA’s stranded cost rider is calculated according to the methodology set forth on 

the attached pages 147 and 148 of its tariff. In addition to the rate itself, the total 

surcharge billed also includes an annual reconciliation factor and a recovery 

factor for Choice administration costs. 
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Columbia Gas of Ohio 
Customer CHOICE Program Report, April 1999 - March 2000 

13 0.06% 

16 0.31 % 

18 0.16% 

TOTAL 1078 0.21 % 



Tariff Gas - Pa. P.U.C. No. 9 

Columbia Gas of Pennsylvania, Inc. Original Page No. 147 

RIDER CC -CUSTOMER CHOICE 

This Rider has been established to recover costs related to providing Customer Choice to 
Customers in Pennsylvania. The rate shall include an amount for recovery of capacity offered, but not 
taken, by the NGS under Choice Service. 

In addition to the charges provided in this tariff, an amount shall be added to the otherwise 
applicable charge for each Mcf of sales volumes or distribution volumes distributed by the Company to 
Customers receiving service under Rate Schedules RSS, RDS, PS, SGS, and SCD, or successor rate 
schedules, as provided below. 

RATES 
Rate per Mcf 

RSS/PS/SGS $.0402 

RDSISGS-DS/SCD $0.0382 

Provided, that no charge shall be applicable to Customers enrolled in the Company’s Customer 
Assistance Plan (“CAP“). 

Provided, further, that the Company may reduce or eliminate the otherwise applicable charge to any 
Customer if it is reasonably necessary to do so to meet competition from an alternative fuel, including gas 
from another supplier of gas that has constructed, or could construct, facilities to deliver gas to the Customer 
without use of the Company’s facilities. The Company will notify Customer of the applicable rate if lower 
than the applicable rate set forth above, four (4) days prior to the beginning of each billing month, unless the 
rate is the same as charged by the Company in the prior month. Such reduction or elimination of the charge 
shall be the second charge following Transition Cost under Rider TC eliminated or reduced before any 
reduction is made to the other charges under this tariff. 

CALCULATION OF RATE 

The initial rate, calculated under this rider, will be based upon the cost of capacity offered, but not 
taken by the NGSs under Choice Service. The rate calculation shall be filed with the Pennsylvania Public 
Utility Commission 10 days prior to the effective date of the rate, which will be November 1, 1997. Each 
year thereafter, the rate calculation shall be filed with the Pennsylvania Public Utility Commission 10 days 
prior to the effective date of the rate. 

0 

The rate per Mcf shall be computed by dividing the Company’s projected unassigned capacity cost 
for the year by the projected annual sales and distribution volumes under Rate RSS, Rate PS, Rate SGS, 
Rate RDS and Rate SCD for the months of November through October. The Company’s projected 
unassigned capacity cost will be developed using the Columbia’s estimate of Customer participation 
throughout the program year, recognizing ongoing enrollment. In developing rates, projected distribution at 
flex rates shall be excluded from the volume used to develop the charge. Sales rates shall include 
applicable gross receipts tax. 

Commencing November 1, 1998, Rider CC will include (1) a cost for recovery of the capacity 
offered, but not taken by the NGSs under Choice Service; plus (2) recovery of 70% (seventy percent) of 
estimated education costs with regard to the enrollment and implementation of the third year of the 
Columbia Choice Pilot Program, not to exceed recovery of $400,000, less (3) an estimate of the capacity 
credit, as defined below. 

Issued: April 5, 2000 T. J. Murphy 
Senior Vice-president 

Effective: April 6, 2000 



Tariff Gas - Pa. P.U.C. No. 9 

Columbia Gas of Pennsylvania, Inc. Original Page No. 148 

RIDER CC - CUSTOMER CHOICE (Continued) 

CALCULATION OF RATE - Continued 

Commencing November 1, 1999, Rider CC will include (1) a cost for recovery of the capacity 
offered, but not taken by the NGSs under Choice Service; less (2) an estimate of the capacity credit, as 
defined below. The cost of capacity offered but not taken shall also include that portion of any payments 
made to suppliers to accept assignment of capacity on interstate pipelines other than Columbia Gas 
Transmission Corporation that is not recoverable under the Purchased Gas Cost Rider. 

Commencing January 1, 2001, Columbia will recover $01 OO/Mcf over amounts otherwise 
recoverable, applicable to all volumes subject to Rider CC for recovery of Choice administration costs. 

The calculation of the rate under this rider shall be subject to the Maximum Surcharge provisions, 
as provided below. 

DEFINITION OF CAPACITY COST 

Capacity Cost shall include those charges for Columbia Gas Transmission Corporation's Firm 
Transportation Capacity of a Customer or Customer group who have selected an NGS under Choice 
Service, and that NGS has obtained an alternative firm pipeline capacity for such Customers as described in 
the Rules Applicable to Distribution Service. 

ANNUAL RECONCILIATION 

The annual reconciliation filing to be effective November 1, 2000 shall include a reconciliation of (1) 
experienced unassigned capacity costs less the capacity credit, as defined below to (2) experienced 
recoveries for the preceding 12 month period ended October 31. The reconciliation shall be filed 10 days 
prior to the effective date. The rate will be designed to recover or refund the applicable under or over 
recovery over the 12 month period beginning November 1. Each annual reconciliation shall also provide for 
refund or recovery of amounts necessary to adjust for over or under recoveries of amounts included in prior 
reconciliations. Beginning with annual reconciliation filings to be effective November 1, 2000, no amount will 
be included for reconciliation of education costs except for reconciliation of prior overhnder recoveries from 
the 1998-1 999 Choice program. 

MAXIMUM SURCHARGE 

The maximum rate to be charged hereunder, exclusive of prior period reconciliations, shall be 
$0400 per Mcf, exclusive of gross receipts tax. Beginning November 1, 2000, the maximum rate to be 
charged hereunder, exclusive of prior period reconciliations, shall be 1 % of the residential volumetric rate. 

The charge of $.0100/Mcf under Rider CC, applicable beginning January 1, 2001, shall not be 
considered as consuming any portion of the maximum rate and such charge shall not be reconcilable. 

CAPACITY CREDIT TO RIDER CC 

Commencing February 1, 1999, an amount will be credited to Rider CC equal to the volume of 
Columbia Transmission Rate FT capacity not assigned as part of the Choice program each month multiplied 
by $1.20 per Dth per month, subject to a minimum annual credit to Rider CC of $1 57,000. 

, 

Issued: April 5, 2000 T. J. Murphy 
Senior Vice-president 

Effective: April 6, 2000 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 
i APR 1 4  2000 

THE TARIFF FILING OF COLUMBIA GAS OF ) 

VOLUME GAS TRANSPORTATION SERVICE, ) 
TO CONTINUE ITS GAS COST INCENTIVE ) 
MECHANISMS, AND TO CONTINUE ITS 1 
CUSTOMER ASSISTANCE PROGRAM 1 

KENTUCKY, INC. TO IMPLEMENT A SMALL ) CASE NO. 99- 165 PUBLIC COMM SEhviCE ,ss ,ON 

RESPONSES TO COMMISSION'S ORDER DATED APRIL 4,2000 
ON BEHALF OF 

COLUMBIA GAS OF KENTUCKY, INC. 

April 14,2000 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
Stanley J. Sagun, Attorney 
200 Civic Center Drive 
P. 0. Box 117 
Columbus, Ohio 432 16-01 17 
Telephone: (6 14) 460-4648 

Email: sseiple@,ceg.com 
Fax: (614) 460-6986 

Richard S. Taylor 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 40601 
Telephone: (502) 223-8967 
Fax: (502) 226-6383 

Attorneys for 
COLUMBIA GAS OF KENTUCKY, INC. 

mailto:sseiple@,ceg.com
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PSC Data Request Set 5 
Question No. 1 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 1 

Describe in detail all specific capacity release and off-system sales activities in which 
Columbia no longer has the incentive to engage, absent the Commission’s restoring Columbia’s 
gas cost incentive sharing mechanisms. 

Response: 

By definition, absent the Commission’s restoration of Columbia’s gas cost incentive 
sharing mechanisms, none of Columbia’s capacity release or off-system sales activities hold any 
financial incentive for Columbia to engage in. Specifically, Columbia will no longer have a 
financial incentive to engage in the incentive sharing mechanisms related to capacity release and 
off-system sales activities originally proposed for continuation by Columbia in this proceeding, 
absent the Commission’s restoration of the sharing mechanisms. These mechanisms were first 
authorized by the Commission in Case No. 96-079 by Order dated July 3 1, 1996. 
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PSC Data Request Set 5 
Question No.2 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 2 

Under Columbia’s financial model as modified by the Commission, all off-system sales 
revenue is used to offset stranded costs. If Columbia’s gas cost incentive mechanisms are 
restored as Columbia requests, there will be less off-system sales revenue available to delay 
Phase I1 of capacity assignment. Specifically, there will be $6,284,000 less available in off- 
system sales revenues. Even if customers’ capacity release sharing portion of $2,904,000 is 
restored, there will still be $3,380,000 less available to off-set stranded costs. Explain why 
Columbia believes this situation to be preferable in terms of delaying or avoiding Phase I1 of 
capacity assignment, and how this approach will benefit its customers and the Customer Choice 
program. 

Response: 

Incentives are adopted because parties believe that results improve with financial 
incentive. Based on this idea, which Columbia agrees with, it is Columbia’s position that 65% of 
a revenue stream with financial incentive for the party can be greater than 100% of a revenue 
stream without such an incentive. Therefore, if incentives help to create better results, as we 
believe they will, then Columbia’s efforts will support the delay of Phase I1 of the program. If 
Phase I1 can be delayed, then the program will remain more viable to marketers than it otherwise 
would. If the program is more viable for the marketer, there will be greater opportunities for 
customers to have meaningful supplier choices and meaningful cost savings. 

In the model filed in April 1999, the dollars associated with pipeline contracts terminating 
prior to 2004 were built into the GCR Demand Stranded Cost and offset in the Revenue 
Opportunities by Expiring Contracts (on an average cost per Mcf basis). Denial of the Expiring 
Contracts offset in Revenue Opportunities means that the GCR Demand Stranded Costs in 
Appendix B of the Commission’s January 27,2000 Order are overstated because Columbia can 
no longer employ this methodology of calculating Stranded Costs. As I stated in my testimony, 
Columbia will have to compute the dollars associated with each pipeline contract independently 
based on whether it is used for sales customers or is stranded by customers converting to Choice. 
Columbia will assume that contracts that expire prior to 2004 are allowed to expire because those 
volumes would no longer be needed to serve sales customers due to their conversion to Choice; 
thus, they would not generate any stranded cost. As a result, the reduced total for GCR Demand 



Stranded Cost is estimated to be $23,445,000. Columbia’s response to Question No. 3 illustrates 
the calculation for the month of January 2002. Incorporating the results of the Commission’s 
treatment of Expiring Contracts and including the gas cost incentive sharing mechanism, which 
results in 65% of the revenue from off system sales and capacity release being directed toward 
the funding of stranded costs, results in a net over-recovery of stranded costs by $996,000. This 
will allow Choice participation to increase to 37% at the end of the program before Phase I1 
would need to be invoked. Revenue Opportunities would then equal Stranded Costs. 
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PSC Data Request Set 5 
Question No.3 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 3 

Provide an example calculation, with any necessary narrative description, showing 
Columbia’s intended treatment of stranded contract demand costs as described in the rehearing 
testimony of Scott D. Phelps. 

Response: 

In this example, Columbia has chosen January 2002 as the month for which stranded 
costs would be calculated. This month was chosen because it provides a mix of various capacity 
terminations and choice market growth, which makes it possible to see and understand the 
various interactions of the revenue and cost more clearly. 

Total City-gate Capacity. In January 2002, the projected choice participation is 24.293 percent. 
As shown on line 8 of the Attachment SDP-1, Columbia’s total contracted city-gate capacity for 
today’s market is 245,546 DtWday. This is the quantity originally contracted for to serve the 
entire firm group of customers. 

Stranded City-Gate Capacity. Choice demand can be seen to be 59,650 DtWday (24.293%) in 
January 2002 on line 8, column 5 of the attachment. This represents demand for which Columbia 
will no longer be buying gas. Before January 2002, Columbia will have had the opportunity to 
allow as much as 26,014 Dth/day of City-gate capacity to expire as the Choice market grows. 
Columbia would allow this capacity to expire to the extent possible as the demand from our 
remaining sales customers decreases. Therefore, the net stranded city-gate capacity remaining 
would be equal to 59,650 DtWday, minus 26,014 DtWday, or 33,636 DtWday, as seen on line14, 
column 5 of the attachment. 

Mix of Stranded City-Gate Capacity: Columbia currently has six firm capacity contract 
arrangements at our city-gates that comprise the 245,546 DtWday. Three of these can expire 
prior to October 2004: Columbia Transmission (TCO) FT at Broad Run, Tennessee at Mavity, 
and Cove Point, In addition, the existing Local Gas supply must remain dedicated to sales 
customers through the program for operational reasons. Therefore, the remaining city gate 
contracts would be the TCO FT Leach and TCO SSTFSS arrangements. Once expired contracts 
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and dedicated local gas is deducted as shown on line 14 of the attachment, we can calculate that 
15.834 percent of this TCO FT Leach and TCO SST/FSS capacity will be stranded, and the other 
84.166 percent will be required to cover the requirements of the remaining sales customers. 

Stranded Upstream Capacity. In addition to the city gate capacity, Columbia has two upstream 
contracts, Gulf FTS-1 at 28,991 Dth/day and Tennessee Greenup at 20,506 Dth/day. As shown 
on lines 25 and 26 of the attachment, projected choice participation of 24.293 percent in January 
2002 will strand 24.293 percent of these two upstream capacities. 

Determining Stranded Cost. 
In this illustration, we have summarized how the stranded cost would be calculated in January 
2002 if all of our assumptions and estimates came to pass. Columbia would apply then current 
contract demand charges to the stranded capacities to determine stranded cost. The total gas 
supply related stranded cost for January 2002 shown on line 28 of the attachment is $393,456. 
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PSC Data Request Set 5 
Question No.4 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 4 

Columbia distribution companies in several other states have some form of Small 
Volume Gas Transportation (“SVGT”) program in place, either as a pilot program or on a more 
permanent basis. For each of these companies provide a detailed description of any 
utility/shareholder incentive mechanisms built into its program. 

Response: 

Columbia has a form of small commercial and residential gas transportation (Choice) 
programs in Maryland, Pennsylvania, Ohio, and Virginia. Off-system sales and capacity release 
incentive mechanisms, as they pertain to the Choice program, are described for each company 
below. 

Columbia Gas of Maryland, Inc. (CMD) 
CMD has incentive programs related to both off-system sales and capacity release. These 

incentive programs pre-date and were not “built into” CMD’s Customer Choice program. 
Columbia keeps a percentage from all transactions under the two incentive mechanisms, with the 
remaining revenue being credited to the retail gas cost calculation. The CMD Choice program is 
a relatively small pilot program, which provides for mandatory capacity assignment and no 
stranded gas supply costs. 

Columbia Gas of Pennsylvania, Inc. (CPA) 
CPA’s off-system sales and capacity release incentive programs were not “built into” 

CPA’s Customer Choice program. Like the CMD incentive programs, the CPA incentive 
programs pre-date Choice and have run in parallel with the Choice program as it has grown. 
CPA’s earlier off-system sales programs involved predetermined percentages of revenue to be 
shared with retail customers. The current program however, calls for CPA to keep 100% of off- 
system sales revenue in return for a predetermined credit per Mcf to the retail gas cost 
calculation. With regard to capacity release, CPA receives a share of capacity release revenues 
once a benchmark is surpassed. Within the Choice program, CPA manages a stranded cost 



“rider” which is billed to customers on an ongoing basis. The purpose of this rider is to cover 
stranded gas supply costs as they develop. To the extent the rider is determined by CPA to be 
insufficient to cover stranded costs, CPA may initiate mandatory capacity assignment designed to 
eliminate additional stranded costs. A small portion of CPA’s capacity release revenue is added 
to the revenue from the rider to help mitigate stranded costs. 
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Columbia Gas of Ohio, Inc. (COHJ 
COH’s Choice program provides participating marketers with the choice to take 

assignment of pipeline and storage capacity, or to obtain their own. Therefore, to the extent 
capacity is not assigned to the marketers, stranded gas supply costs are created. Revenue from 
off-system sales, short-term capacity release, capacity assignment to Choice marketers, and 
balancing fees are all applied against stranded costs. Revenue from long term capacity release 
and other actions that result in reductions in demand costs is retained by COH. To the extent that 
stranded costs are underfunded at the end of the program, October 3 1,2004, COH pays for the 
underfunding. If stranded costs are overfunded, COH retains the overfunded amount. 

Columbia Gas of Virginia, Inc. (CGV’) 

for off system sales and capacity release. State legislation to become effective this summer in 
Virginia will tend to promote mandatory assignment for any programs that LDC’s wish to file 
because there is no provision for recovery of stranded costs and no indication that there will be 
incentives for off system sales and capacity release. 

CGV currently operates a limited Choice pilot program. CGV has no incentive program 

2 



PSC Data Request Set 5 
Question No.5 

Respondent: Scott Phelps 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 5 

Columbia proposes that its gas cost incentive mechanisms be restored and indicates 
specifically what portion of capacity release revenue will result from releasing capacity not taken 
by marketers to serve their customers. 

a. Indicate whether Columbia has considered any alternatives regarding capacity 
release or off-system sales other than those provided in Columbia’s original 
application and repeated in the rehearing testimony of Scott D. Phelps. 

b. If Columbia has not considered other alternatives, explain whether it considers 
there to be only two potential outcomes in this area: either its proposal or the 
Commission’s January 27,2000 decision. 

Response: 

a. Columbia has discussed alternatives regarding capacity release and off-system 
sales to those provided in its filing. 

b. It is not Columbia’s position that there are only two feasible outcomes in this area. 
However, Columbia’s original proposal was made for the reason that in the 
opinion of Columbia and its collaborative group, it is the best approach and makes 
the most sense. Since the Commission’s Order of January 27,2000, Columbia 
has been evaluating and reacting to said Order and its potential ramifications. 

Columbia believes that the option presented in response to Question 2 provides a 
good solution for all parties. Restoring the incentive program allows Columbia to 
perform to recover stranded costs, allows marketers to enroll more customers 
before Phase I1 is employed and allows more customers to participate in Customer 
Choice. 
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PSC Data Request Set 5 
Question No.6 

Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 6 

Given its position on the manner in which the Commission should exert its jurisdiction 
over marketers explain whether it is Columbia’s intention to provide the Marketer information 
required by the Order of January 27,2000. 

Response: 

Assuming Columbia goes forward with implementation of the SVGT program, it is Columbia’s 
intention that it will provide the information required on pages 21 and 22 of the Commission’s 
January 27,2000 Order. 

‘I 
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PSC Data Request Set 5 
Question No.7 

Respondent: S. B. Seiple 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 7 

For each of the jurisdictions in which Columbia distribution companies are offering 
SVGT programs provide the following information: 

a. 

b. 

Response: 

a. 

The specific statues and regulations governing the state commission’s authority to 
regulate marketers. 

A detailed description of how the commission in each of those states is addressing 
the regulation of marketers pursuant to its statutory authority. 

Mawland - The State of Maryland has not yet passed natural gas restructuring 
legislation; however, House Bill 1 134 was passed by both the house and the 
senate in late March 2000. 

- Ohio - There are no Ohio statutes that expressly authorize the Public Utilities 
Commission of Ohio to regulate marketers, and the Public Utilities Commission 
of Ohio does not regulate marketers. 

Pennsylvania - In Pennsylvania, the Natural Gas Choice and Competition Act 
(66 Pa. C.S.A.) 2201 et seq.) established competition and customer choice in 
Pennsylvania’s natural gas market. Section 2208 of the Natural Gas Choice and 
Competition Act gives the Pennsylvania Public Utility Commission the authority 
to require a license of marketers and sets forth the requirements for natural gas 
suppliers. 

Virginia - See Section 56-235.8(F) [part of SB 185, which is awaiting the 
signature of the Governor] that governs the licensure of gas marketers. 
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b. Marvland -- Columbia Gas of Maryland, Inc.’s Choice program is being provided 
on a voluntary pilot basis. Presently, the Commission only regulates marketers 
through tariff provisions in Columbia Gas of Maryland‘s tariffs. 

- Ohio - The Public Utilities Commission of Ohio does not have statutory authority 
to regulate marketers. Nonetheless, as part of Columbia Gas of Ohio’s Choice@ 
program, the Ohio Commission has asked marketers to voluntarily submit 
contracts and program materials to the Commission’s staff for its review. In 
addition, the Commission’s Staff worked closely with Columbia Gas of Ohio and 
its Collaborative group to devise the marketer code of conduct included in 
Columbia Gas of Ohio’s tariff. The code of conduct in the tariff generally requires 
marketers to cooperate with the Commission’s staff as a condition of participation 
in Columbia Gas of Ohio’s program. The Ohio Commission’s “indirect’’ 
regulation of marketers has been successful, and the marketers have cooperated 
with the Commission’s requests for information. 

Pennsylvania - The Pennsylvania Public Utility Commission (“PUC”) has 
established a procedure for the licensing of marketers in its July 15, 1999 Order in 
Docket Number M-0099 1248F0002. Under this Order, all entities wishing to 
provide natural gas supply services in Pennsylvania must obtain a license from the 
PUC. The PUC has also established interim guidelines to ensure customer consent 
to a change of natural gas suppliers in its November 4,1999 Order in Docket 
Number M-0099 1249F0006. Additionally, the PUC’s Final Order in Docket 
Number M-0099 1249F0004 establishes standards of conduct which Natural Gas 
Suppliers must follow if they are affiliated with a natural gas distribution 
company that is regulated by the PUC. Finally, the PUC’s Order in Docket M- 
0099 1249F005 sets forth the customer information disclosure requirements that 
must be followed by both natural gas distribution companies as well as natural gas 
suppliers. 

Virginia -- The licensure process is the subject of a rulemaking (Virginia State 
Corporation Commission Case No. PUE9808 12) to establish interim rules 
governing electric and natural gas retail access pilot programs. 
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PSC Data Request Set 5 
Question No.8 

Respondent: S. B. Seiple 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 8 

The first full sentence of page 2 of Columbia’s Rehearing Brief filed March 28,2000 
states, “Assuming, arguendo, that the Commission does indeed possess the requisite statutory 
power to exercise authority over marketers participating in Columbia’s Customer Choice 
program.. .” Explain whether Columbia believes there is come uncertainty as to the 
Commission’s authority to exert jurisdiction over marketers. 

Response: 

Yes, Columbia believes that there is some uncertainty as to the Commission’s authority to 
exert jurisdiction over marketers. As explained on page 6 of Columbia’s Rehearing Brief, 
docketed in Case No. 99-165 on March 28,2000: 

KRS 278.010 defines a utility as an entity that “owns, controls, or operates 
or manages any facility used or to be used for or in connection with.. .the 
distribution, sale or furnishing of natural or manufactured gas.” A 
reasonable reading of the referenced statute implies that “facility” is 
intended to include those facilities traditionally associated with the 
provision of natural gas utility service, such as pipeline systems. Marketers 
participating in the program will not be engaged in the business of 
transporting or distributing natural gas through pipelines in Kentucky, and 
will not own, operate, control, maintain or repair physical plant typically 
associated with the transportation and distribution of natural gas. 
Marketers will simply be assisting customers by acting as buyers and 
sellers of natural gas as a commodity, arranging purchase and sale 
transactions, and assisting in arranging for the customers’ transportation of 
the commodity through utility pipeline transportation and distribution 
facilities. Marketers will be acting as coordinators for buyers’ and sellers’ 
activities through contractual arrangements. Marketers will not own any 
physical facilities used to transport or distribute gas in Kentucky. 

Because marketers do not own the type of facilities traditionally regulated by the 
Commission, Columbia believe that it can be argued that the Commission may not have the 



statutory authority to regulate marketers. However, since the Commission does regulate 

this issue now since the marketers can be made answerable to the Commission through the 
Commission’s jurisdiction over Columbia and its tariff. 

I Columbia, Columbia has suggested in its Rehearing Brief that the Commission need not decide 
I 
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PSC Data Request Set 5 
Question No.9 

Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
IN ORDER DATED APRIL 4,2000 

CASE NO. 99-165 

Question No. 9 

Assuming the Commission concludes that it should exercise its jurisdiction of marketers 
through the provisions of Columbia’s proposed tariffs, as per Columbia’s request, explain 
whether Columbia intends to be answerable to the Commission for any and all consumer 
disputes involving marketers enrolled in the SVGT program. 

Response: 

Columbia intends to be available to mediate any and all consumer disputes involving 
marketers enrolled in the SVGT program. A consumer could make an initial complaint call to 
either the Commission or Columbia. If the Commission receives the call, Columbia will be 
available at the Commission’s call to contact the marketer and work for a resolution of the 
complaint just as it would if the initial complaint were made directly to Columbia. 
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CERTIFICATE OF SERVICE 

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

dated April 4,2000 was served upon the parties on the attached service list by regular 

U S .  Mail this 14 *day of @i \ ,2000. 

@%%~ 
Stephe'n B. Seiple ' 
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 

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

Commonwealth Energy Services 
745 West Main - 5'h Floor 
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. Brian Dingwell 
Vice President, Regulatory Affairs 
United Gas 
3520 New Hartford Road, Suite 103 
Owensboro, KY 42303 178 1 

Mr. 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 # 1 10 
Cincinnati, OH 45202 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

April 4, 2000 

To: All parties of record 

RE: Case No. 1999-165 

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

the above case. 

Sincerely, 

e 

l 
Secretary of the Commission ~ 

SB/sa 
Enclosure 



Honorable Richard S.  Taylor 
Attorney for Columbia Gas of KY 
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 

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

L, 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 

Honorable Stephen B. Seiple 
Senior Attorney 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Dr. 
P.O. Box 117 
Columbus, OH 43216 0117 

Honorable Anthony G. Martin 
Counsel for Community Action Council 
of Lexington-Fayette,Bourbon, 
Harrison and Nicholas Counties 
P. 0. Box 1812 
Lexington, KY 40588 



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 ) 
CUSTOMER ASSISTANCE PROGRAM ) 

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, with a copy to 

all parties of record. 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 information is due April 14, 2000. 

1. Describe in detail all specific capacity release and off-system sales 

activities in which Columbia no longer has the incentive to engage, absent the 

Commission’s restoring Columbia’s gas cost incentive sharing mechanisms. 

2. Under Columbia’s financial model as modified by the Commission, all off- 

system sales revenue is used to offset stranded costs. If Columbia’s gas cost incentive 

mechanisms are restored as Columbia requests, there will be less off-system sales 



revenue available to delay Phase II of capacity assignment. Specifically, there will be 

$6,284,000 less available in off-system sales revenues. Even if customers’ capacity 

release sharing portion of $2,904,000 is restored, there will still be $3,380,000 less 

available to off-set stranded costs. Explain why Columbia believes this situation to be 

preferable in terms of delaying or avoiding Phase II of capacity assignment, and how 

this approach will benefit its customers and the Customer Choice program. 

3. Provide an example calculation, with any necessary narrative description, 

showing Columbia’s intended treatment of stranded contract demand costs as 

described in the rehearing testimony of Scott D. Phelps. 

4. Columbia distribution companies in several other states have some form 

of Small Volume Gas Transportation (“SVGT”) program in place, either as a pilot 

program or on a more permanent basis. For each of these companies provide a 

detailed description of any utility/shareholder incentive mechanisms built into its 

program. 

5. Columbia proposes that its gas cost incentive mechanisms be restored 

and indicates specifically what portion of capacity release revenue will result from 

releasing capacity not taken by marketers to serve their customers. 

a. Indicate whether Columbia has considered any alternatives 

regarding capacity release or off-system sales other than those provided in Columbia’s 

original application and repeated in the rehearing testimony of Scott D. Phelps. 

b. If Columbia has not considered other alternatives, explain whether 

it considers there to be only two potential outcomes in this area: either its proposal or 

the Commission’s January 27, 2000 decision. 
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6. Given its position on the manner in which the Commission should exert its 

jurisdiction over marketers explain whether it is Columbia’s intention to provide the 

marketer information required by the Order of January 27, 2000. 

7. For each of the jurisdictions in which Columbia distribution companies are 

offering SVGT programs provide the following information: 

a. The specific statutes and regulations governing the state 

commission’s authority to regulate marketers. 

b. A detailed description of how the commission in each of those 

I states is addressing the regulation of marketers pursuant to its statutory authority. 

8. The first full sentence on page 2 of Columbia’s Rehearing Brief filed March 

28, 2000 states, “Assuming, arguendo, that the Commission does indeed possess the 

requisite statutory power to exercise authority over marketers participating in 

Columbia’s Customer Choice program. . . .’I Explain whether Columbia believes there is 

some uncertainty as to the Commission’s authority to exert jurisdiction over marketers. 

9. Assuming the Commission concludes that it should exercise its jurisdiction 

of marketers through the provisions of Columbia’s proposed tariffs, as per Columbia’s 

request, explain whether Columbia intends to be answerable to the Commission for any 

and all consumer disputes involving marketers enrolled in the SVGT program. 

Done at Frankfort, Kentucky, this 4 t h  day of  A p r i l ,  2000. 

ATTEST By the Commission 

or 
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GSEC 
STAND ENERGY 
CORPORATION 
1077 Celestial Street Rookwood Bldg. . Suite 110 
Cincinnati, Ohio 45202 
(513)621-1113 

Docketing Division 
Kentucky Public Service Commission 
21 1 Sower Blvd. 
Frankfort, KY 40602-061 5 

Re: Case No. 99-165 

0 

March 28,2000 

Gentlemen: 

Enclosed please find an original and ten copies of Comments of Stand Energy Corporation for 
Rehearing in the captioned case. Also enclosed is an additional copy and a postage pre-paid self 
addressed envelope. Please date stamp the extra copy and it return it to me for my records. 

Sincerely, 

Jerry Borchert 

JBkpsc032800 

Enclosures 
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STAND ENERGY CORPORATION'S COMMENTS ON REHEARING 

As a participant in the collaborative established by Administrative Case No. 367, Stand 

Energy Corporation ("SEC") offered several observations relative to the relationship between the 

Commission and independent marketers. That issue has become a point of concern in the instant 

Case No. 99-165. 

SEC has maintained that independent marketers are just that; independent and not subject 

to oversight by regulatory bodies. 

The Commission asserts it has regulatory authority over marketers based on its 

interpretation of KRS 278.010 and 278.020. SEC believes that this interpretation is faulty. 

According to KRS 278.010 (3)(b) "'Utility' means any person except a city, who owns controls 

or operates or manages any facility used or to be used for or in connection with: The production, 

manufacture, storage, distribution, sale, or furnishing of natural or manufactured gas, or a 

mixture of same, to or for the public, for compensation, for light, heat, power, or other uses;'' 

SEC suggests that this definition refers to traditional utilities with distribution systems and not to 

simple resellers. The entire concept of deregulation is based on free market forces. Any attempt 

to exert direct authority over independent marketers will inevitably cause them to refuse to 

participate and, therefore, cause the program to fail. 

Several factors need to be considered before a final decision on this issue is made. First 

and foremost, the Commission must understand that, even if it lacks direct oversight, 

independent marketers' activities will nevertheless be controlled by Columbia's approved tariff. 

Thus, the Commission will actually have indirect oversight. SEC points to the program of 

Columbia Gas of Ohio (COH) as an enlightening example of actual program participation. 

To be accepted as an approved supplier in that program, marketers must abide by a "Code 

of Conduct," the terms of which had been previously approved by the Public Utilities 

Commission of Ohio (PUCO). Included in the Code of Conduct are provisions for dealing with 

violations. Depending on the severity of a violation, a marketer may be suspended from 



enrolling new customers for a certain period oL time, or, in the extreme, ue totally barred from 

further program participation. To the best of SEC's knowledge, these measures have not been 

necessary. In effect, the program is self-enforcing. 

It is also important to understand that marketers participating in the program are not 

irresponsible, fly-by-night operators who will abandon customers. The Ohio experience shows 

that approved suppliers are well established firms with solid reputations. Even this issue is moot, 

however, because, under the terms of the tariff filed by Columbia, Columbia will remain the 

supplier of last resort. Thus, potential small volume customers are at zero risk for anything other 

than aforce majeure situation, a risk that exists regardless of identity of the supplier. 

In summary, Small Volume Gas Transportation Service, as propounded by Columbia, 

will have a positive impact on a substantial number of citizens of the Commonwealth. 

SEC therefore requests that the Commission find that marketers are NOT utilities, that 

regulatory jurisdiction over Columbia offers sufficient oversight of those marketers and that 

Columbia's proposed tariff be accepted. 

Respectfully submitted, 

John M. Dosker 
Attorney for: 
STAND ENERGY CORPORATION 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Stand Energy Corporation's Comments on 

Rehearing was served upon all parties on the attached service list by regular U.S. Mail this 2Sth 

day of March, 200. 

Attorney for: 
STAND ENERGY CORPORATION 
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REHEARING BRIEF 

I. PROCEDURAL BACKGROUND 

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 "the program."). The Commission held a hearing on October 12, 

1999, and issued its Order on January 27,2000. 

Columbia filed a Petition for Rehearing on February 18,2000, requesting that the 

Commission reconsider certain aspects of its Order. By Order dated March 6,2000, the 

Commission granted Columbia's Petition for Rehearing in part, directing Columbia to 

file testimony on those issues which the Commission agreed to reconsider. Columbia 

witnesses Cooper and Phelps filed testimony in compliance with said Commission Order 

on March 18,2000. The Commission then issued an Order on March 20,2000, setting 

forth a procedural schedule for the Rehearing, and directing the parties to file briefs on 

the issue of marketer participation in the Customer CHOICE program, specifically 

concerning the issue of the Commission's duty to provide protections to ratepayers 

participating in the program, and discussing appropriate means by which the Commission 

can exercise its duty under law. 

11. COMMISSION JURISDICTION OVER MARKETERS 

The Commission asserts that it is authorized to exert regulatory authority over 

marketers via the provisions of KRS §§278.010 and 278.020. Commission Order dated 

' 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. 
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January 27, 2000, at 21. Assuming, arguendo, that the Commission does indeed possess 

the requisite statutory power to exercise regulatory authority over marketers participating 

in Columbia’s proposed Customer CHOICE program, Columbia maintains that the need 

for any such regulatory oversight can be met via the exercise of control over the 

requirements for program participation contained and set forth in Columbia’s tariff. For 

example, marketers will be certificated to participate in Columbia’s Customer CHOICE 

program only if they meet the requirements set forth in Columbia’s tariff as approved by 

the Commission, and execute a contract with Columbia for aggregation. As the 

Commission noted in its Order dated January 27, 2000, on page 20, under Columbia’s 

proposed program and tariffs, marketers are limited in their authority to supply 

commodity. The Commission also correctly noted that authority regarding continuing 

participation in the program by marketers is retained by Columbia. Columbia retains 

ultimate responsibility for the provision of gas to customers as the supplier of last resort, 

and authority over marketers, and is answerable to the Commission for such 

responsibility under the framework proposed. 

Even though marketers are not Columbia’s agents, Columbia exercises control 

over marketers participating in the program as the Commission recognized in its Order of 

January 27, 2000 at page 21. Again, even considering the fact that marketers are not 

Columbia’s agents, they will not exercise the autonomy traditionally associated with a 

“utility” as defined in KRS 278.010, nor will they behave as such under the program. 

The Commission, through its control of Columbia, its approval of this pilot Customer 

CHOICE program, and its authority regarding the terms and conditions of Columbia’s 

tariff will be able to exercise reasonable and adequate control over marketer behavior. 

3 



Pursuant to Columbia’s tariff, Columbia and marketers will be answerable to the 

Commission as well as customers. 

Under this arrangement, the Commission should find that its statutory directive to 

regulate utilities and provide certain protections to customers participating in the program 

will be fulfilled by its regulation of Columbia. No administrative regulations have been 

promulgated that establish how the Commission shall regulate marketers. Thus, it is 

within the Commission’s purview to determine by Order the appropriate mechanisms to 

fulfill its statutory duty. As the Commission determined the appropriate mode of 

regulation of intrastate transporters in Administrative Case No. 297 by Order, so the 

Commission is within its authority to determine the appropriate oversight of marketers in 

Columbia’s Choice program by Order. 

As the Commission found in Administrative Case No. 297, marketers’ activities 

regarding the arranging of gas supplies are self-regulating. Marketers participating in the 

CHOICE program will find that the realities of the market concerning arranging gas 

supplies will also be self-regulating. Marketers participating in Columbia’s Customer 

CHOICE program will be performing the same activities as those considered by the 

Commission in Case No. 297. In fact, some of those same marketers who are currently 

providing gas supply services to large volume customers will be very likely to enter the 

small volume market made available under the program. Competition for customers, 

consistent with the proposed rules and requirements approved by the Commission in 

Columbia’s tariff, will result in a comprehensive, cohesive framework for the 

Commission to discharge its duties under law, while still allowing market forces to 

flourish, to the benefit of Kentucky consumers. Marketers will be able to compete for 
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business in an open market without the burden of traditional utility regulation. 

Customers, while enjoying the protections afforded by Commission oversight of the 

program, will ultimately determine who the winners and losers will be, as they should. 

The Customer CHOICE program is proposed as a pilot that will continue for a 

limited period of time. Columbia has obligated itself to retain the utility obligation to 

satisfy the needs of small volume transportation customers, during the limited duration of 

the program. The Commission has regulatory authority over Columbia, and the 

application of its tariff and program provisions. Thus, the need for the Commission to 

exercise regulatory authority over marketers during this pilot is provided through its 

regulatory authority over Columbia. The call for the Commission to exercise traditional 

regulatory authority over marketers during the term of this pilot is virtually non-existent, 

based on the unanimous support of the proposed program by diverse key stakeholders in 

the collaborative process. Columbia submits that the question whether marketers are 

“utilities” subject to full regulation by the Commission, as stated by the Commission in 

its Order of January 27, 2000, does not require a full and final decision for the purposes 

of considering Columbia’s Customer CHOICE application, especially considering the 

limited term of Columbia’s proposed program. 

Both Columbia and the Commission have expressed the desire to bring retail 

competition in the gas industry to Kentucky. The common goal then, is to launch an 

effective program, one that will be successful in terms of both customer and marketer 

participation. Indeed, in order to offer a vital and robust Customer CHOICE program, 

active marketer participation is essential. Columbia believes that marketers will be 

reluctant to participate in the proposed Customer CHOICE program if the Commission 
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asserts full regulatory authority over them. If given alternatives in markets and states that 

do not impose traditional regulatory oversight, marketers will not enter Columbia’s 

program. Instead, they likely will pursue business in other less burdensome venues. 

KRS 278.010 defines a utility as an entity that “owns, controls, or operates or 

manages any facility used or to be used for or in connection with.. .the distribution, sale 

or furnishing of natural or manufactured gas.’’ A reasonable reading of the referenced 

statute implies that “facility” is intended to include those facilities traditionally associated 

with the provision of natural gas utility service, such as pipeline systems. Marketers 

participating in the program will not be engaged in the business of transporting or 

distributing natural gas through pipelines in Kentucky, and will not own, operate, control, 

maintain or repair physical plant typically associated with the transportation and 

distribution of natural gas. Marketers will simply be assisting customers by acting as 

buyers and sellers of natural gas as a commodity, arranging purchase and sale 

transactions, and assisting in arranging for the customers’ transportation of the 

commodity through utility pipeline transportation and distribution facilities. Marketers 

will be acting as coordinators for buyers’ and sellers’ activities through contractual 

arrangements. Marketers will not own any physical facilities used to transport or 

distribute gas in Kentucky. 

It is entirely sufficient for marketers to be answerable to the Commission through 

the Commission’s jurisdiction over Columbia and its tariff, which sets forth the 

certification requirements imposed upon marketers to participate in the program and the 

standards of operation once approved for the program. While the Commission may 

choose not to exercise traditional regulatory authority and control over marketers under 
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Columbia's proposed program, it can, through Columbia, exercise authority and indirect 

control over marketers participating in the program while reserving for another day the 

issue of whether marketers are utilities for the purposes of regulation. 

Respectfully submitted, 

&O. ,Qeyaeo - CqP4 
Stepden B. Seiple, S'enior Attorney 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
Stanley J. Sagun, Attorney 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 432 16-0 1 17 
Telephone: 6 14-460-4648 
Fax: 6 14-460-6986 
Email: sseiple@ceg.com 

Richard S. Taylor, Esq. 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 40601 
Telephone: 502-223-8967 
Fax: 502-226-6383 
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7 

mailto:sseiple@ceg.com


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 US.  Mail this A 8 th day of b d l  , 

2000. 

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

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

$)&l&w 0. &qk!.LJ (qMG) 
Stephen b. Seiple 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

I 

SERVICE LIST 

' 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 

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

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

8 



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

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

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

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 

9 

I 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

March 20, 2000 

To: All parties of record 

RE: Case No. 1999-165 

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

the above case. 

Sincerely, 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Richard S. Taylor 
Attorney for Columbia Gas of KY 
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 

e 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 

COUNTY GOVERNMENT 
Department of Law 
200 East Main Street 
Lexington, KY 40507 

LEXINGTON-FAYETTE URBAN 

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

Honorable Anthony G. Martin 
Counsel for Community Action Council 
of Lexington-Fayette,Bourbon, 
Harrison and Nicholas Counties 
P. 0. Box 1812 
Lexington, KY 40588 



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. 99-165 
TO CONTINUE ITS GAS COST INCENTIVE ) 
MECHANISM, AND TO CONTINUE ITS ) 
CUSTOMER ASSISTANCE PROGRAM ) 

O R D E R  

I Columbia Gas of Kentucky, Inc. (“Columbia”) was granted rehearing on March 6, 

2000, and filed its testimony on rehearing issues with the Commission March 16, 2000. 

I In order to develop as complete a record as reasonably possible on the issues on 

rehearing, the Commission has developed a procedural schedule for the rehearing 

phase of this proceeding. One of the issues to be dealt with on rehearing involves the 

Commission’s jurisdiction over marketers that may choose to participate in Columbia’s 

Small Volume Gas Transportation (“SVGT) Program. Columbia has indicated, in both 

its rehearing petition and testimony, that marketers participating in the SVGT Program 

will not be acting as agents of Columbia. This raises numerous questions regarding 

marketer certification and Commission oversight of marketers that were not addressed 

in the initial phase of this proceeding. Therefore, the Commission finds that the parties 

to this proceeding should brief the issue of marketer participation in Columbia’s SVGT 

Program. Given that the issue concerns the Commission’s duty, under law, to provide 



certain protections to ratepayers that might choose to participate in the SVGT Program, 

Columbia and all other parties shall submit briefs on this issue by March 28, 2000. All 

other matters regarding the scheduling of events for the rehearing phase of this 

proceeding are set forth in the appendix attached hereto. 

IT IS THEREFORE ORDERED that: 

1. The parties to this proceeding shall file briefs in which they explore and 

discuss the appropriate means by which the Commission can exercise its duty, under 

law, to provide necessary protections to ratepayers under Columbia’s proposed SVGT 

Program. These briefs shall also address possible modifications to Columbia’s proposal 

that would better enable the Commission to exercise this duty. 

2. The procedural schedule attached hereto shall be followed for the 

rehearing portion of this proceeding. 

Done at Frankfort, Kentucky, this 20 th  day o f  March, 2000. 

By the Commission 

ATTEST: 

Executive Mector 



APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-165 DATED MARCH 20, 2000 

All requests for information to Columbia shall be served 
upon Columbia no later than . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  April 4,2000 

Columbia shall file responses with the Commission 
and serve upon all parties of record its responses to 
the requests for information no later than . . . . . . . . . . . .  . . . . . . . . . . . . .  April 14,2000 

Public Hearing is to begin at 9:00 a.m., Eastern Daylight Time, in 
Hearing Room 1 of the Commission’s offices at 21 1 Sower Blvd. In 
Frankfort, Kentucky, for purposes of cross-examination of witnesses . . . .  April 25, 2000 
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A: 

PREPARED TESTIMONY ON REHEARING OF SCOTT D. PHELPS 

Please state your name and business address. 

Scott D. Phelps, 200 Civic Center Drive, Columbus, Ohio 43215. 

By whom are you employed? 

I am employed by Columbia Gas of Kentucky, Inc. (“Columbia”). 

What is your position with Columbia? 

I am Director, Gas Procurement for Columbia. 

Did you testify earlier in this proceeding? 

Yes. 

Has your testimony regarding your educational background and qualifications changed 

since offering that testimony? 

No. 

What is the purpose of your testimony? 

The purpose of my rehearing testimony is first to explain why the Commission should 

approve Columbia’s gas incentive program through the term of the pilot. Second, I will 

explain why the Commission should reconsider its decision to credit the customers’ 

share of capacity release revenues to gas costs instead of stranded costs as the 

modification creates a disincentive to marketer participation. 
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Q: 

A: 

Why does Columbia believe it to be important to retain the incentive program? 

Columbia believes that the incentive programs are necessary to help ensure the success of 

Columbia’s proposed Customer Choice program. They will provide the incentive 

necessary for Columbia to achieve greater results in these developing markets upstream 

of the city gate, which can add value to the services Columbia provides its customers. 

The revenue earned with Columbia’s off system sales and capacity release efforts will 

benefit customers through mitigation of stranded costs that are created in an effort to 

provide customers a choice in gas suppliers. The effect of this non-traditional revenue as 

a source for stranded cost mitigation is an important benefit to our customers, because it 

helps to defer the need for implementation of Phase I1 of the Choice program, wherein 

pipeline capacity is assigned to marketers on a mandatory basis. Deferring or preventing 

that event will allow for both greater marketer and customer participation, and enhance 

the opportunity for greater customer savings in the Choice program. 

In order for revenues to be generated, Columbia must devote resources to the task. 

Columbia must compete in increasingly competitive markets upstream of the city gate. 

Product ideas and sales don’t just appear on the doorstep. Columbia must determine its 

flexibility and capability to market different off system sales products on an ongoing 

basis, and then proactively go out into the market and find buyers, manage the 

transaction, invoice and collect the revenue. Our competition includes major wholesale 

marketing companies, the interstate pipelines, and other local distribution companies like 

Columbia, each with a profit incentive. The incentives authorized previously by the 

Commission have been critical to Columbia’s efforts in these areas. 
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One assumption imbedded in Columbia’s financial model for the Choice program was 

that the incentive program for Columbia’s non-traditional off system sales and capacity 

release efforts would continue. In the Commission’s model, these incentives for 

Columbia were eliminated, yet the total revenue from off system sales and capacity 

release were left unchanged. Columbia believes that incentives influence behavior, and 

make a difference in results. 

Q: How does Columbia’s success in its off system sales and capacity release programs cause 

other participants to experience a better Choice program? 

There is a direct connection between Columbia’s success at generating off system sales 

revenues and whether or not the mandatory assignment portion of the program will need 

A: 

to be implemented. Likewise, there is a direct connection between Columbia’s success at 

generating off system sales and capacity release revenues and whether or not customers 

will be asked to fund the stranded cost pool at the end of the program. Columbia’s 

success in its off system sales and capacity release efforts will result in the delay or 

suspension of the mandatory capacity assignment phase of the Choice program. 

Therefore, with productive incentive results, more marketers will participate and more 

customers will have the opportunity to save on their gas bills. 

Q: Why did the Collaborative feel that it was important to design a program that provided 

benefits and incentives for all of the participants? 

The Collaborative and Columbia recognize that transition, and changing the way 

customers think about their choices and services, is not easy. For this reason, Columbia 

A: 
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and the Collaborative believe that in order to help ensure a successful Customer Choice 

program, every participant in the program, including Columbia, needs an incentive to 

participate and to contribute to the success of the program. 

Q: 

A: 

What are the proposed incentives for the various participants? 

For customers that choose to participate in the program, the incentive is the possibility of 

reduced costs and just as importantly for some, the r&&t to choose among different 

suppliers and pricing options for their gas supply. For customers that continue to choose 

Columbia as their supplier, the incentive or benefit is still the right to make that Choice. 

The right of choice itself is no less a benefit simply because the customer chooses to 

continue purchasing from Columbia. For marketers, the incentive is the opportunity to 

gain market share behind an LDC that removes barriers to choice. Proposing 

constructive, innovative, and customer friendly methods for dealing with capacity 

assignment, billing, arrearages, and the like are examples of how Columbia’s proposed 

program provides this opportunity. 

The incentive for Columbia in the Choice filing was an opportunity to extend its 

authorized incentive program by expanding it outside its traditional boundaries. As 

presented above, Columbia’s incentives by their nature benefit our customers as well as 

Columbia. Columbia believes that its incentive program is particularly valid at this time 

because Columbia’s own success with incentives will directly benefit not only its 

customers, but also the proposed Choice program. 
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Q: 

A: 

Q: 

A: 

Q: 

In its Order granting rehearing, the Commission agreed to reconsider whether capacity 

release revenues should be credited to gas costs or stranded costs. Do you wish to 

comment on that issue? 

Yes. There is good reason to direct capacity release revenue to the stranded cost pool. 

Most of the revenue forecasted in the financial model filed by Columbia is attributable to 

capacity stranded as a direct result of the Choice program. In fact, approximately 83% of 

the revenue reported is the direct result of releasing capacity not taken by Choice 

marketers to serve their customers. As Choice marketers are not taking capacity from 

Columbia to serve their customers, but are in fact removing customers from Columbia’s 

firm demand capacity pool, the capacity that Columbia is left with will be released, and 

will generate revenue as a direct result of participation in the Choice program. Since 

capacity rejected by Choice marketers provides the bulk of the revenue, the mitigation 

achieved should reduce the stranded cost pool. To credit such revenue to gas costs will 

artificially reduce gas costs to sales customers, making entry into the market more 

difficult for the Choice marketers. Therefore, Columbia requests that capacity release 

revenue be credited to stranded costs instead of to gas costs. 

Given the modifications made to the proposed program by the Commission, does 

Columbia need to adjust its approach to calculating stranded costs? 

Yes, the change in treatment of contracts that can be terminated requires Columbia to 

modify its approach to this calculation. 

How does Columbia plan to calculate stranded costs of the revised Choice program? 
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A: Each month, Columbia will allocate a proportionate share of its firm contracted capacity 

sufficient to meet the peak day requirement of its sales customers. The remaining capacity 

will be the proportionate quantity associated with the Choice customers’ requirements; 

that capacity will be the stranded capacity. Applicable demand charges will be used to 

determine the stranded cost related to firm pipeline contract demand. 

Q: What does Columbia request the Commission do with regard to the off system sales and 

capacity release incentive programs? 

In recognition that incentives for Columbia will help facilitate a successful Choice 

program, Columbia requests that the Commission approve the continuation of 

Columbia’s incentive programs for capacity release and off system sales as provided for 

in Columbia’s filing. Incorporating the revisions addressed herein, Columbia’s proposed 

program will provide appropriate incentives for all participants while maintaining a near 

equal balance of stranded costs and revenue opportunities and the end of the program. 

A: 

Q: 

A: Yes, it does. 

Does that conclude your rehearing testimony? 
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‘ PREPARED TESTIMONY ON REHEARING OF JUDY M. COOPER 

1 Q: 

2 A: 

3 

4 Q: 

5 A: 

6 

7 Q: 

8 A: 

9 

10 Q: 

11 A: 

12 

16 

17 

18 Q: 

I 19 A: 

20 

i 22 

Please state your name and business address. 

Judy Cooper, 200 1 Mercer Road, Lexington, Kentucky. 

By whom are you employed? 

I am employed by Columbia Gas of Kentucky, Inc. (“Columbia”). 

What is your position with Columbia? 

I am Manager of Regulatory Services. 

What is your educational background? 

I received a Bachelor of Science degree in Accounting from the University of Kentucky 

and a Masters in Business Administration from Xavier University. 

Please describe your employment history with Columbia. 

I began my employment with Columbia in July 1998 in my current position. I am re- 

sponsible for regulatory activities before the Kentucky Public Service commission. 

Please describe your previous employment history. 

I was previously employed by the Kentucky Public Service Commission from 1982 until 

July 1998. At the time of my departure, I was the Director of Financial Analysis. Previ- 

ously I held positions as Branch Manager, Rates and Tariffs Division, Electric and Gas 

Rate Design, Energy Program Coordinator, Rate Analyst and Auditor. 
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Q: 

A: 

Q: 

A: 

Q: 

A: 

Q: 

What is the purpose of your rehearing testimony? 

The purpose of my rehearing testimony is to clarifL that marketers are not Columbia’s 

agents. Marketers are agents of their customers. Further, my testimony will demonstrate 

that the Commission can exercise regulatory oversight of marketers without finding that 

the marketers must be Columbia’s agents. 

What is an agent? 

An agent is one that acts for or as the representative of another, according to the Ameri- 

can Heritage Dictionary. 

Why is it inaccurate to state that marketers are Columbia’s agents? 

It is inaccurate to state that marketers are Columbia’s agents because marketers will not 

act for or as a representative of Columbia. Marketers will not purchase gas or sell gas on 

behalf of Columbia. Rather, under Columbia’s proposed program, marketers will repre- 

sent end-use customers and will aggregate supplies for numerous customers in compli- 

ance with Columbia’s transportation tariffs. Under Columbia’s proposed tariffs, each 

Choice customer will take title to gas at the point and time it is delivered to Columbia’s 

city gate. From that point to the burnertip, deliveries must follow the rules of the tariff. 

Choice customers will utilize marketers to purchase gas and arrange for transportation 

and delivery service on the customer’s behalf. 

Doesn’t Columbia refer to marketers as agents in its proposed form of aggregation 

agreement? 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

A: Yes, but that designation of agency is intended to represent the relationship between end- 

use customers and marketers, not marketers and Columbia. Original Sheet No. 33 of 

Columbia’s proposed tariff establishes the agency relationship between marketers and 

end-use customers wherein it states that aggregation service is only available to marketers 

that are acting “on behalf’ of small volume transportation customers. The aggregation 

agreement was written with that perspective in mind. If the Commission deems it appro- 

priate, Columbia will amend the aggregation agreement to prevent confusion. 

Q: 

A: 

Do marketers control, operate or manage utility facilities? 

No. Marketers are simply customer agents for the purposes of buying commodity gas 

supply and arranging for transportation service to deliver the commodity to Columbia’s 

citygate for delivery by Columbia to the customer’s burnertip. Columbia will retain op- 

eration, control and management of its facilities under the proposed program. 

Q: The Commission’s Order of January 27, 2000 found that Columbia’s Customer Choice 

program differs in material respects from brokers and dealers of natural gas arranging 

supplies of natural gas as described in Administrative Case No. 297. Do you agree? 

Only in part. I agree that some aspects of transportation under Columbia’s Small Volume 

Gas Transportation Service and Small Volume Aggregation Service are materially differ- 

ent from transportation for large volume customers pursuant to Administrative Case No. 

297. However, I do not agree that the marketers under Columbia’s proposed program are 

materially different from the brokers and dealers described in Administrative Case No. 

297. 

A: 
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Q: How do Columbia’s small volume transportation services differ from its large volume 

transportation services? 

Under either scenario, all brokers, dealers and marketers must abide by the terms and 

conditions set forth in Columbia’s tariff. Small volume customers participating in Co- 

lumbia’s proposed program are protected because they are not at risk of losing gas sup- 

ply. Columbia is committing to supply customer requirements, even in the case of a sup- 

ply failure by a marketer. In contrast, there is no such back-up guarantee from Columbia 

for large volume transportation customers. Those customers are at risk of losing access 

to supply if their marketer fails. Other, less material, differences include the fact that 

small volume marketers must be certified and satisfy many requirements for customer en- 

rollment; large volume marketers do not. 

A: 

Q: How do marketers in Columbia’s proposed program differ from the brokers or dealers of 

natural gas that the Commission found unnecessary to regulate in Administrative Case 

No. 297? 

The marketers in Columbia’s proposed program are in essence no different from the bro- 

kers or dealers referenced in Administrative Case No. 297. Both are in the business of ar- 

ranging supplies of natural gas. In all cases, marketers relinquish title of the gas to cus- 

tomers at or before it reaches Columbia’s city gate. There are many instances where a 

larger customer’s marketer acts as a customer’s agent for aggregating the flow of gas 

with the local distribution company. Small customer marketers will do the same. In the 

case of both, the marketplace will determine their value to their customers and thus their 

viability. The marketplace will serve to regulate their actions to a large degree. 

A: 
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In fact, for practical purposes calling some suppliers “marketers” and others “brokers and 

dealers” tends to broaden the perceived gulf between the two. Columbia sees no differ- 

ence in the companies formerly referred to as brokers and dealers and those companies 

that we now refer to as marketers. Columbia’s large volume transportation service tariff 

issued in 1995 refers to a customer’s marketer or broker. In fact, any of the “brokers and 

dealers” serving larger customers may very well enter the market to serve smaller cus- 

tomers. If they do, the only distinction will be in the need to comply with Columbia’s 

proposed program and certification requirements, the types of customers they will ac- 

quire, and the difference in Columbia’s tariff schedule. 

Does the Commission have regulatory oversight of marketers if they are not agents of 

Columbia? 

Yes, the Commission maintains regulatory oversight via the requirements in Columbia’s 

tariff. The marketer is required to execute an Aggregation Agreement and comply with 

the requirements of Columbia’s tariff. As the Commission noted in its Order dated Janu- 

ary 27,2000, on page 20, under Columbia’s proposed program and tariffs the marketer is 

limited in its authority to supply the commodity. Columbia retains ultimate responsibility 

for the provision of gas to customers and authority over marketers. Even though the 

marketers are not Columbia’s agents, Columbia exercises the same degree of control that 

the Commission recognized in its Order of January 27, 2000 at page 21. Marketers for 

small volume customers do not have the autonomy traditionally associated with a “util- 

ity” as defined in KRS 278.010 or even the autonomy currently afforded marketers for 

23 large volume customers, who are not currently actively regulated by the Commission. 
~ 
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As the Commission found in Administrative Case No. 297, the marketers are self- 

regulating. However, unlike for those large volume customers able to fend for them- 

selves if their agent failed, Columbia retains the utility obligation to satisfy the needs of 

small volume transportation customers. Thus, as the Commission stated in its Order of 

January 27, 2000, the question of whether these marketers are “utilities” subject to full 

regulation by the Commission does not require a final decision during the limited term of 

Columbia’s program. 

How are marketers answerable to the Commission? 

Marketers are answerable to the Commission through the Commission’s jurisdiction over 

Columbia’s tariff which sets forth the certification requirements imposed upon marketers 

to participate in the program and the standards of operation once approved for the pro- 

gram. While the Commission may not choose to exercise traditional regulatory authority 

and control over marketers under Columbia’s proposed program, it can, through Colum- 

bia, exercise authority and indirect control over marketers participating in the program. 

I 

16 Q. 

17 A. Yes,itdoes. 

Does this complete your prepared direct testimony in this proceeding? 
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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 ) 

PROGRAM ) 
CONTINUE ITS CUSTOMER ASSISTANCE ) 

O R D E R  

On February 18, 2000, Columbia Gas of Kentucky, Inc. (“Columbia”) filed its 

petition for rehearing of the Commission’s Order of January 27, 2000. Columbia asked 

that the Commission reconsider, revise, and clarify its Order. In the alternative, 

Columbia requested that it be allowed to withdraw its April 22, 1999 application if the 

Commission does not grant the requested relief. On March 1, 2000, the Community 

Action Council for Lexington-Fayette, Bourbon, and Nicholas Counties (“CAC”) and the 

Lexington-Fayette Urban County Government (“LFUCG”) filed a joint response to 

Columbia’s petition for rehearing. CACILFUCG urge the Commission to grant 

Columbia’s petition and to grant the relief sought therein. 

Columbia requested that the Commission clarify that it intends to make Columbia 

whole with respect to stranded costs and incremental program costs, and that it did not 

mean to imply that Columbia might be prohibited from recovering all its costs. Columbia 

asked that the Commission expressly state that the part of the Order dealing with the 

true up of program costs is intended to make the program revenue neutral. As a matter 



of clarification, the Commission did not intend to prohibit Columbia from recovery of its 

program costs. All program costs will be reviewed, and all stranded costs that are 

determined to be prudently incurred and that could not be mitigated will be eligible for 

recovery. 

Columbia states that the stranded costlrecovery pool is under-funded without the 

inclusion of expiring contract revenues. It also makes the point that using expiring 

contract revenue to offset stranded costs does not cause sales customers to pay any 

more under the Customer Choice proposal than they would absent the program. 

Columbia states that there is no compelling reason that sales customers choosing to 

remain with Columbia should receive any of the benefits generated by expiring 

contracts. The implication is that the Commission should reconsider Columbia’s original 

proposal to dedicate expiring contract revenue and possibly capacity release revenue to 

offset stranded cost. However, no specific request for reconsideration or rehearing is 

made for this issue. As a matter of clarification, the Commission did not intend sales 

customers to receive any benefit except paying gas contract demand cost that is 

representative of the cost to secure their own gas supply. Contract demand costs 

associated with Customer Choice customers should be reflected in the stranded 

costhecovery pool for recovery through approved revenue opportunities. Likewise, the 

Commission did not intend that sales customers be required to pay higher rates as a 

result of the Customer Choice program. The proposal to include expiring contracts in 

the determination of the Gas Cost Adjustment (“GCA”) component of sales customers’ 

rates results in increased costs per Mcf for those customers. The Commission finds no 

compelling reason for why sales customers should bear such an increase. 



Columbia requests that the Commission reconsider its findings regarding the gas 

cost incentive program. In order for the Customer Choice program to be successful, 

Columbia states that it should include incentives for Columbia, as well as for customers 

and marketers, and that the off-system sales and capacity release revenue sharing 

mechanisms should be restored. The Commission finds that rehearing of the gas cost 

incentive issue should be granted and that continuation of the sharing mechanisms 

should be reconsidered. 

Columbia asks that the Commission reconsider the effective dates of the 

Customer Choice program. It requests that the dates be adjusted so that the effective 

date initiating the program be established as 60 days following the issuance of a final 

Order. It further requests that the termination date be established as October 31, 2004 

as originally proposed. In support of its requests, Columbia states that the 60-day delay 

in the effective date is necessary to perform customer education, and that the October 

31, 2004 termination corresponds to the expiration of most of its long-term capacity 

contracts and avoids the complications of mid-winter termination. The Commission 

finds Columbia’s arguments reasonable and compelling. The relief requested by 

Columbia should be granted. The effective date of the program should be 60 days 

following a final Order in this proceeding. The termination date should be October 31, 

2004. 

Columbia characterizes the timing of the required rate review and the hiring of an 

outside consultant as inefficient. It suggests that the rate review should be held after 

the end of the program following an ongoing program review by the collaborative, as 

opposed to engaging an outside consultant to perform a mid-course review. Columbia’s 
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petition makes reference to mid-course corrections resulting from the review. As a point 

of clarification, the Commission does not intend to make any mid-course changes in the 

program. The review was designed to begin “mid-course” so that it will terminate 

coincident with the end of the program. The Commission encourages the Collaborative 

to perform its own review and share the results with the Commission. It is still the 

Commission’s intention, however, to retain an outside consultant to perform a review, 

the results of which will be considered following the termination of the program period. 

Columbia requested that the Commission permit it to amend its tariff so that it 

may implement Phase II of capacity assignment due to escalating unfounded transition 

costs, as opposed to tying it to the level of unanticipated customer participation. This is 

a practical matter that would allow the tariff to comport with the Customer Choice 

program as modified by the Commission. The Commission finds that the requested 

relief should be granted and the tariff be so modified. 

Columbia requested that the Commission not require it to revise its tariffs to 

reflect the representation of marketers as agents of Columbia. According to Columbia 

this is inaccurate, despite the designation, which appears to be to the contrary, in the 

Aggregation Agreement and in other portions of the Application. Columbia also asks 

that the Commission clarify whether it intends to regulate marketers and, if it does not, 

to unequivocally state that fact. The Commission finds that rehearing of the marketer as 

agent issue should be granted so that Columbia’s claim that it does not intend 

marketers to be considered as its agents may be developed further. The intention of 

the Commission with regard to the regulation of marketers will be clarified as part of that 

reconsideration. 
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Columbia suggests that the Commission consider the effect of the program as 

modified on the incentive to marketer participation. Reference is made to the “artificial” 

reduction to the GCA rates due to the treatment of expiring contract revenues and 

capacity release revenues, making it difficult for marketers to compete. Columbia 
\ 

I advocates the restructuring of the funding of the stranded costlrecovery pool so that 

Phase II of capacity assignment does not have to be implemented early due to under- 

funding of transition costs. The Commission finds that rehearing of this issue be 

granted as it relates to capacity release revenues within the context of the ability of 

marketers to compete. However, consistent with our earlier ruling, we will not grant 

rehearing on the issue of expiring contracts. 

Finally, Columbia requests that the Commission permit it to withdraw its 

application of April 22, 1999 if the requested relief is not granted. Because the 

Customer Choice program was filed voluntarily, the Commission finds that it is within 

Columbia’s discretion to go forward with the program as approved or to abandon it. 

IT IS THEREFORE ORDERED that: 

1. The Commission’s Order of January 27, 2000 be clarified to state that 

Columbia will not be prohibited from recovering all prudent program costs that could not 

be mitigated, and that sales customers should pay only demand costs representative of 

their own supply requirements without any unreasonable benefit. 

2. Columbia’s request for rehearing of the gas cost incentive program and 

associated sharing mechanisms shall be granted. 

3. The relief requested by Columbia in regard to the program’s effective 

dates shall be granted. The Customer Choice program shall be approved effective 60 
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days following the final Order in this proceeding. The termination date shall be October 

31, 2004. 

4. The Commission’s Order of January 27, 2000 shall be clarified to state 

that the consultant’s review is intended to terminate coincident with the October 31 , 

2004 program termination date, and that no mid-course corrections are contemplated. 

5. Columbia’s requested relief regarding Phase II of capacity assignment 

shall be granted. Original Sheet No. 35, “Assignment of Capacity,” shall be revised to 

reflect the language proposed by Columbia so that Phase II may be implemented due to 

stranded cost projections exceeding its revenue projections. 

6. Columbia’s request for rehearing of the marketer as agent issue shall be 

granted. Any clarification of the Commission’s regulation of marketers will be made in 

the final determination of this matter. 

7. The Commission shall reconsider the effect of the program as modified on 

the incentive to marketer participation as it relates to capacity release revenues. 

Rehearing is denied on this issue as it relates to expiring contract revenues. 

8. Columbia shall be permitted to withdraw its April 22, 1999 Application if it 

chooses to do so. 

9. Within 10 days from the date of this Order Columbia shall either file 

testimony on the issues on which rehearing has been granted or inform the Commission 

of its decision to withdraw its application of April 22, 1999. If applicable, a procedural 

schedule for the rehearing phase of this proceeding will be developed after receipt of 

Columbia’s testimony. 
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Done at Frankfort, Kentucky, this 6 t h  day o f  March, 2000. 

By the  Commission 
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ANTHONY G. MARTIN 
Attorney at Law 
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Lexington, KY 40588 
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E-Mail agmlaw@aol.com 
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Enclosed please find the original and ten copies of the Joint Response to Petition for 
Rehearing of the Community Action Council of Lexington-Fayette, Bourbon, Harrison and 
Nicholas Counties and the Lexington-Fayette Urban County Government in the above styled case. 

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

I Sincerely, 

Anthony 6. Martin 
Counsel for CAC 

cc: Parties of record 
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RESPONSE OF COMMUNITY ACTION COUNCIL FOR 

NICHOLAS COUNTIES AND LFUCG TO THE PETITION 
FOR REHEARING OF COLUMBIA GAS OF KENTUCKY, INC. 

LEXINGTON-FAYETTE, BOURBON, HARRISON AND 

CAC and Lexington Fayette Urban County Government are intervening parties in this 

case, and also are members of the collaborative group which worked with Columbia Gas in its 

design of its proposed Choice program tariff Both CAC and LFUCG have supported the 

implementation of the Choice tariff as fled by Columbia, and continue to support the 

implementation of the Choice program in all of its components. 

CAC and LFUCG appreciate the order of the Commission which approves the Choice 

program for a five year period, and also are aware of the Commission’s belief that it has approved 

the program as filed with only minor changes. However, the Petition for Rehearing filed by 

Columbia presents a strong case that the changes are more significant than the Commission 

believed that they were, and the modifications could in fact be so significant as to cause Columbia 

to withdraw its request to implement the Choice program. 

Given the issues raised by Columbia in its filing and the significance of this matter, CAC 



and LWCG urge the Commission to review its original order and grant the relief requested by 

Columbia. For example, the Company has proposed that savings fiom expiring contracts be used 

to offset stranded costs. This is a very logical position, as the record in this case demonstrates that 

these contracts will become unnecessary only if the Choice program is implemented and 

successful. While CAC and LFUCG are interested in seeing utility rates be as low as reasonably 

possible, they do not believe that it is logical or beneficial to separate the benefits of the Choice 

program fiom the costs of the Choice program. 

CAC and LWCG understand that the Commission must still review and approve even an 

unopposed application, but they continue to believe that the Company’s proposed tariffs 

adequately balance the needs of ratepayers and the Company, and provide a workable structure 

for a successful Choice program. CAC and LFUCG urge the Commission to grant the Petition for 

Rehearing filed by Columbia, and to allow the relief requested therein. 

Respectfully submitted, 

Anthony G. hartin 
P.O. Box 1812 
Lexington, KY 40588 

Counsel for CAC 
606-268-1451 

I 

Edward W. Gardner 
LFUCG Law Department 
200 E. Main St. 
Lexington, KY 40507 

Counsel for LWCG 
606-258-3500 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

The Tariff Filing of Columbia Gas of Kentucky, 
Inc. to Implement a Small Volume Gas Trans- 
portation Service, to Continue its Gas Cost In- ) Case No. 99-165 PUBL,C SERVICE 

) 
) FEB 1 8  2000 

centive Mechanisms, and to Continue its Cus- ) COMMlSSlON 
tomer Assistance Program. 1 

Pursuant to KRS 0 278.400 and 807 KAR 5:OOl $4(10), Columbia Gas of Kentucky, Inc. 

(“Columbia” or “the Company”) respecthlly requests that the Public Service Commission of 

Kentucky (“Commission”) reconsider, revise and clarify its Order of January 27, 2000 in this 

docket. In the alternative, should the Commission elect not to revise its Order as requested here- 

inafter, then Columbia respectfully requests that it be permitted to petition to withdraw its Appli- 

cation filed in this docket on April 22, 1999. 

BACKGROUND 

On July 1, 1998, the Commission issued its Order in Administrative Case No. 367. As 

part of that Order the Commission stated that it “supports the concept of customer choice pro- 

grams targeted at residential and small commercial customers.” In Re the Establishment o f a  

Collaborarive Forum to Discuss the Issues Related to Natural Gas Unbundling and the Intro- 

duction of Competition to the Residential Natural Gas Market, Kentucky Public Service Com- 

mission Administrative Case No. 367, Order (July 1, 1998) at 2. 
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In response to the Commission’s Order in Administrative Case No. 367, and prompted by 

the broad acceptance of customer choice’ programs in other Columbia jurisdictions, Columbia 

met with interested stakeholders2 and engaged in a collaborative process in an attempt to formu- 

late a gas choice program that could be submitted to the Commission for approval. As a result of 

this collaborative process, Columbia and the members of its collaborative group were able to de- 

vise a small volume transportation program that the group felt could be implemented success- 

fully in Kentucky. The proposed program evolved from serious discussions among knowledge- 

able parties having diverse interests and representing different constituencies, and involved much 

give and take by all involved in the process. The result was a proposed program that represented 

a delicate balance of all the stakeholders’ interests. 

The consensus proposal was embodied in the Application that Columbia filed in this 

docket on April 22, 1999. A hearing was held on October 12, 1999, and the Commission issued 

its Order on January 27,2000. 

In its Order the Commission purports to find the proposed program to be “generally ac- 

ceptable” with “some modifications.” In Re 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, Kentucky Public Service 

Commission Case No. 99-165, Order (January 27,2000) at 8 (“Order”). The Commission futher 

noted that it was “pleased with the outcome of the Collaborative process with a few minor ex- 

’ 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. 

The group included the Lexington-Fayette Urban County Government, the Community Action Council of Fayette, 2 

Bourbon, Harrison and Nicholas Counties, the Attorney General’s Office and FSG Energy Services. 
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ceptions. Order at 16 (emphasis added). The Commission’s revisions to the proposed small vol- 

ume gas transportation program are anything but minor. Unfortunately, the revisions imposed by 

the Order to address the “modifications” and “minor exceptions” damage the delicate balance of 

interests embodied in the Application. 

I. THE SMALL VOLUME GAS TRANSPORTATION PROGRAM SHOULD BE 
REVENUE NEUTRAL 

In its Application, Columbia listed the goals that the collaborative group had agreed upon 

as being necessary for the implementation of a successful customer choice program in Kentucky. 

One of the stated goals is, “[tlhe program should be revenue neutral for Columbia, and must al- 

low Columbia to recover its stranded costs and incremental program costs.” Application at 3. 

While the Commission endorsed Columbia’s program goals (see Order at 9), the Commission’s 

modifications nonetheless unbalanced the program’s revenue neutrality. 

A. The Order Should be Clarified so that Columbia will be Allowed to Recover 
Fullv its Stranded Costs and Incremental Program Costs 

The Commission’s schedule of approved stranded costs and revenue opportunities shows 

that the modifications result in the Stranded Cost/Recovery Pool being under-funded by $3.1 

million. Order at Appendix A. While the Commission did not identify a specific revenue source 

to fund this $3.1 million shortfall, the Commission stated it would address any excess of cost or 

revenue in its review of the program. Order at 14. Columbia reads the Order to state that the 

Commission intends to make the Company whole with respect to stranded costs and incremental 

program costs because the Commission endorsed Columbia’s customer choice program goal of 

revenue neutrality. See Order at 9. Columbia believes that the Commission intended merely to 

postpone the “true up” issue, and not to imply that Columbia might be prohibited from recover- 
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ing all its costs. Columbia, therefore, respectfilly requests that the Commission clarify that part 

of the Order that deals with the true up of program costs so that the Commission’s intent to make 

the program revenue neutral is expressly stated. 

If the Commission did intend that Columbia may not be permitted to recover all of its 

stranded costs and incremental program costs, then implementation of the program clearly is not 

revenue neutral, and contradicts the Commission’s endorsement of the program’s goals. Colum- 

bia willingly came before the Commission in response to the Commission’s Order in Adminis- 

trative Case No. 367 and volunteered to implement a small volume transportation program 

within the parameters of the goals set forth in Columbia’s Application. A lack of revenue neu- 

trality is clearly inconsistent with these goals. 

B. The Stranded Costs/Recoverv Pool is Under-funded without Expiring Con- 
tracts Revenue, and Existing Sales Customers are not Harmed by Using Ex- 
pirinp Contracts Revenue to Offset Stranded Costs 

Columbia had proposed to maintain its demand billing determinants, and the volumetric 

sales over which those determinants were spread, as of April 1, 1999, in its Expected Gas Cost 

through October 3 1 , 2004. This would have captured revenue from expiring contracts and used 

that revenue to help fund the Stranded Cost/Recovery Pool. Application at 7. In its Order, the 

Commission prohibited this revenue from being used as an offset to stranded costs, and instead 

directed that the effects of expiring contracts should be reflected in the Gas Cost Adjustment 

mechanism. Order at 12. This modification alone eliminated nearly $7 million that was to have 

been used to offset stranded costs. 

In eliminating expiring contracts as a funding source the Commission stated: 

Expiring contract revenues are generated by the decrease in demand 
charges associated with naturally expiring contracts. These contracts will 
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no longer be needed because Columbia will no longer be required to ar- 
range for the gas supply of Customer Choice customers. 

Order at 12. The only reason that the capacity contracts in question can be terminated is because 

the customer choice program reduces the demand for firm supply that Columbia must provide. In 

the absence of the customer choice program, these contracts would be renewed because Colum- 

bia would continue to need them in order to serve its markets. Since the contracts can be allowed 

to expire solely due to the existence of the small volume gas transportation program, the reve- 

nues associated with the expiring contracts should be used to help fund the stranded costs that 

result from offering competitive commodity choices to small volume customers. Sales customers 

that choose to remain with Columbia do not cause revenue generated by expiring contracts and 

thus there is no compelling reason that they should receive any of the benefit, 

If there is no customer choice program, and therefore no small volume customers transfer 

from sales to transportation service, then Columbia must retain its existing capacity contracts to 

serve the traditional needs of its sales customers. In that event, there would be no reduced costs 

due to expiring contracts to be passed on to sales customers. By freezing the determinants in 

Columbia’s Expected Gas Cost, Columbia’s proposal ensured that sales customers would pay the 

same amount for their gas as if there were no customer choice program. Thus, the key point is 

this: using expiring contract revenue to offset stranded costs does not cause sales customers to 

pay any more under the customer choice proposal than they would absent the program. 

Not unlike expiring contract revenue, capacity release revenue in Columbia’s financial 

model is projected to grow substantially because of the customer choice program. This growth is 

attributable to additional capacity that will be available for release due to sales customers con- 

verting to customer choice transportation. This capacity is not needed by Columbia to serve its 
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remaining sales customers; however, Columbia cannot terminate the capacity due to contractual 

terms. In fact, 83% of the capacity release revenue in the five-year financial model exists as a 

result of capacity being stranded due to the small volume gas transportation program. 

The intertwined relationship between traditional capacity release, capacity assignment 

and release of capacity stranded by the customer choice program resulted in Columbia’s collabo- 

rative incorporating these like products into revenue opportunities to offset the total stranded 

costs. It thus makes sense to dedicate all of these revenue streams generated by the customer 

choice program to the offset of stranded costs. An added benefit of keeping these like revenues 

together is that there will be less confusion over the various definitions, and disagreements that 

could exist if the competing products fund different pools can be avoided. 

11. IN ORDER TO BE SUCCESSFUL THE CUSTOMER CHOICE PROGRAM 
SHOULD INCLUDE INCENTIVES FOR CUSTOMERS, MARKETERS AND 
COLUMBIA: THEREFORE, COLUMBIA RESPECTFULLY REOUESTS 
AUTHORITY TO CONTINUE IT GAS COST INCENTIVE PROGRAM 

As part of its Application in this case, Columbia sought to continue its existing gas cost 

incentive program, and to expand it as part of the small volume gas transportation program. Pur- 

suant to Commission orders in Case No. 96-079, Columbia was permitted to retain 35% of its 

off-system sales revenue, and was afforded an opportunity to retain some of its capacity release 

revenue. The remainder of the off-system sales and capacity release revenue was flowed through 

the GCA mechanism for the benefit of sales customers, creating a true win-win situation for Co- 

lumbia and its customers. This possibility of revenue retention by Columbia was authorized by 

the Commission in order to provide Columbia with an incentive to engage in non-traditional ac- 

tivities that also inured to the benefit of sales customers. 

6 



In addition to continuing off-system sales and capacity release efforts, Columbia’s Appli- 

cation proposed an innovative approach that made the Company responsible for the effective 

management of its capacity contract costs so that all Columbia customers could have a choice of 

gas suppliers. Under the Application as filed, Columbia was provided incentive (through its off- 

system sales and capacity release efforts) to reduce its costs and generate non-traditional reve- 

nue. This reduced the potential need to devise an additional funding mechanism to recover any 

shortfall at the end of the program. 

The Commission’s Order penalized Columbia by excluding the incentives. Pursuant to 

the Order, all off-system sales revenue is to be credited to the Stranded CostRecovery Pool and 

all capacity release revenue is to be credited to the GCA mechanism. Order at 12-13. The effect 

of this is a loss of $7.85 million in estimated revenues that will instead be used to fund stranded 

costs and the GCA. This shift is not revenue neutral for Columbia. 

Assuredly, Columbia hopes to minimize any shortfall in the Stranded Cost/Recovery Pool 

at the end of the p r ~ g r a m . ~  However, eliminating the incentive does not benefit customers. With- 

out the incentives, Columbia does not have the additional motivation to devote additional re- 

sources to create off-system sales and capacity release transactions that could generate revenues 

in excess of those needed to fund stranded costs. Were there to be such a positive balance at the 

end of the program, the balance would be returned to all customers. 

Experience in other Columbia jurisdictions demonstrates that in order for a customer 

choice program to be successful, there must be incentives to participate for customers, marketers 

See the Order at pages 23-24 where the Commission states that, “Columbia will consider stranded cost recovery to 
be sufficient incentive to continue to allocate the necessary effort and resources to off-system sales activities.” In- 
stead of rewarding Columbia for its efforts to maximize non-traditional revenues, the Commission apparently would 
penalize the company if it failed to maximize such revenues. 
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and utilities. The modifications imposed by the Commission in its Order eliminate such incen- 

tives for customers, Columbia and the marketers4. Instead of authorizing a win-win situation to 

continue, the Commission’s actions will result in a lose-lose situation. Columbia urges the 

Commission to reconsider its findings and to restore said incentives. 

111. THE COMMISSION SHOULD ADJUST THE EFFECTIVE DATES OF THE 
PROGRAM 

Columbia’s Application proposed that its small volume gas transportation program be 

effective November 1, 1999 through October 3 1,2004. Application at 5. In its Order, the Com- 

mission revised the effective dates for the program to begin February 1,2000 and end January 

3 1,2005. Order at 27. The Commission’s modification of both the start date and termination date 

of the program are problematical, for the reasons discussed below. 

A. The Timing of the Commission’s Order Made it Impossible for Columbia to 
Implement the Small Volume Gas Transportation Program Beginning Feb- 
ruary 1,2000. 

The Commission’s Order in this case was issued on January 27,2000. In that Order the 

Commission directed that the small volume gas transportation program was to become effective 

four days later, on February 1,2000. Four days is not sufficient time for Columbia to implement 

the program. 

The first sixty days of the program are intended to be a period of customer education, and 

marketers are not to enroll customers during that sixty-day period. The Commission agreed with 

this concept. See Order at 15. Columbia will need at least an additional sixty days after the issu- 

As discussed hereinafter, the modifications to the financial model may result in an earlier implementation of the 
program’s second phase - mandatory assignment of capacity - and marketers generally disfavor such mandatory 
capacity assignment. 

4 
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ance of a final order in this case in order to prepare for final implementation of the Order. Co- 

lumbia will use this time to make appropriate computer programming changes and to finalize the 

development of the customer education program. If the program is to be implemented, Columbia 

requests that the effective start date for the program be established as sixty days following the 

issuance of a final order in this case. Thereafter, the first sixty days immediately following the 

effective start date should be used solely for customer education. 

B. 

Columbia initially proposed that the small volume gas transportation program run for a 

The Program’s Termination Date Should Remain As October 31,2004. 

five-year period beginning November 1 , 1999 and ending October 3 1 , 2004. While the Commis- 

sion delayed the effective start date of the program as discussed above, it retained the five-year 

program duration. However, there are reasons to terminate the program on October 3 1,2004, 

rather than to maintain the program’s duration at five years. 

As explained in Columbia’s Application, the majority of Columbia’s long-term capacity 

contracts expire in October 2004. Before the expiration of those contracts Columbia will formu- 

late its position regarding supplier of last resort and merchant function issues. After decisions are 

made regarding these broad issues, and upon expiration of the long-term capacity contracts, 

changes in the small volume gas transportation program may be required. Application at 5. 

Once the long-term capacity contracts expire, there may or may not be a need for the 

small volume transportation program outlined in Columbia’s Application, depending on deci- 

sions made in the Commonwealth about broader policy matters. Upon expiration of the long- 

term capacity contracts there may or may not be any stranded costs with which to deal. It may 

not be the best course of action at this time to extend the program, and its Stranded 
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Cost/Recovery Pool mechanism, beyond the point at which stranded costs may no longer be in- 

curred. 

Furthermore, terminating the program in mid-winter, as envisioned by the Order, will 

vastly complicate storage arrangements for Columbia and marketers. For this reason alone, a 

termination date of October 3 1,2004, makes the program significantly easier to administer. 

IV. THE TIMING OF THE COMMISSION-ORDERED RATE REVIEW IS 
INEFFICIENT, AS IS THE UTILIZATION OF AN OUTSIDE CONSULTANT 

The Order states that at the end of three years the Commission will retain a consultant, 

to review all aspects of the Customer Choice program, to review the issue 
of a competitive marketplace, and to conduct a hlly allocated cost-of- 
service study that will show what, if any, rates will need to be rebalanced 
in order to correctly represent costs to provide service. 

[Alny necessary modifications to the program itself and approved finan- 
cial model will also be considered. 

* * * * *  

Order at 19. 

The Commission’s Order contemplates modifications to the program and financial model 

in mid-course. These mid-course corrections are to be the result of a review by an outside con- 

sultant. The hiring of a consultant in the middle of the program, and possibly implementing pro- 

gram changes over the objections of Columbia and its collaborative group, jeopardizes the suc- 

cess of the program. Likewise, a mid-course cost-of-service study will not truly reflect the costs 

incurred to provide service because the program changes, if any, will not have been fully imple- 

mented. By the time a cost-of-service study is prepared, and the process on page 19 of the Order 

completed, the customer choice program will be at, or near, its end. 
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The far better course would be to let Columbia and its collaborative group, rather than a 

consultant, engage in an ongoing review of the program, and propose changes to the Commission 

for its approval, as necessary. To the extent that the Commission or its Staff has concerns about 

the program, the Commission could inform the collaborative group of such concerns and ask the 

collaborative group to devise recommended solutions for Commission review. This process in- 

volving the interested stakeholders is likely to be far more effective than any process involving 

an outside party and the possibility of a litigious environment. 

It would be more efficient for all parties if the rate review were held after the end of the 

program in October 2004. The Commission would have complete information about all the reve- 

nues and expenses attributable to the program in order to determine which rates, if any, would 

need to be rebalanced. A rate review after October 2004 would be an optimal proceeding in 

which to deal with such issues. 

Furthermore, Columbia anticipates that there may be a need to deal with broader policy 

issues - e.g., merchant function and obligation to serve. While a fully allocated cost-of-service 

study would be a necessary component once these issues are reviewed, the study should occur 

coincident with the end of the program in October 2004. 

V. THE COMMISSION SHOULD PERMIT COLUMBIA TO AMEND ITS TARIFFS 
TO PERMIT MORE LIBERAL IMPLEMENTATION OF PHASE I1 OF THE 
SMALL VOLUME GAS TRANSPORTATION PROGRAM 

Columbia’s proposed small volume gas transportation program consists of two phases. In 

the first phase, there is no mandatory assignment of Columbia’s capacity to marketers. In the 

second phase, Columbia may require mandatory assignment of its transportation and storage ca- 

pacity to marketers. Application at 8, and Attachment C thereto at Original Sheet No. 35. The 

11 



Order approves of the two-phase concept, noting that it has the potential to minimize unfunded 

stranded costs. Order at 10. 

In its Application Columbia assumed that the Commission would approve the proposed 

financial model, and under that assumption the main driver of unfunded stranded costs is cus- 

tomer participation. The customer participation levels set forth in Columbia’s application were 

sustainable with little likelihood of a surcharge at the end of the program because the revenue 

expectations hlly approximated the stranded cost expectations. Columbia’s proposed tariff 

therefore predicated the implementation of the program’s second phase upon a showing that 

customer participation exceeded that assumed in the financial model. Application Attachment Cy 

Original Sheet No. 35. 

The Commission’s modifications to the approved revenue opportunities have upset this 

delicate balance. In order to minimize unfunded stranded costs, Columbia must have broader 

discretion to implement the second phase of the program. Columbia respectfully requests that the 

Commission clarify that the implementation of the second phase is not directly dependent upon 

the estimated participation levels set forth in the Application’s financial model. The level of 

revenue opportunities approved by the Commission obviously will not support the same cus- 

tomer participation levels. 

In order to comply with the Commission’s directive to be vigilant in determining when it 

is time to implement the second phase (Order at page lo), Columbia requests that the Commis- 

sion authorize a revision to the proposed tariffs. On Original Sheet No. 35, in the section entitled 

“Assignment of Capacity,” the second sentence should be revised to read: 

However, should program participation rise to such a levels that 
Columbia’s stranded cost projections exceed its Stranded 
CostjRecovery Pool revenue proiections over the term of the small 
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V - lume gas transportation progr m- , Columbia 
reserves the right to implement Phase 2, the mandatory assignment 
phase, during which Columbia will require assignment of both 
transportation and storage capacity for any additional customers. 

VI. MARKETERS ARE NOT COLUMBIA’S AGENTS 

The Commission is under the mistaken impression that marketers participating in the 

small volume gas transportation program act as Columbia’s agents. Order at 20-2 1,25. This is 

inaccurate. 

The Commission apparently came to its conclusion upon a review of the Aggregation 

Agreement attached to the Application. Upon review, Columbia admits that this matter is not as 

clear as it should be in the Aggregation Agreement and other portions of the Application. How- 

ever, the fact is that the marketers are agents of the customers participating in the small volume 

gas transportation program. The customers authorize the marketers to act as their agents to obtain 

transportation service from Columbia. Therefore, it is inappropriate and inaccurate to refer to 

marketers as Columbia’s agents, because the marketers do not represent Columbia, and Colum- 

bia respectfully requests that it not be ordered to revise its tariffs to reflect this inaccurate repre- 

sentation. 

VII. MARKETERS MAY LACK INCENTIVE TO PARTICIPATE IN THE 
PROGRAM AS MODIFIED BY THE COMMISSION 

A customer choice program will be successful only if there are incentives for marketers 

to participate. Unfortunately, the Commission’s modifications to the small volume gas transpor- 

tation program provide several strong disincentives for robust marketer participation, 

13 



First, the mere threat of possible Commission regulation of marketers will be enough to 

prevent some marketers from participating in the program. If the Commission does not intend to 

regulate marketers, it should unequivocally state that fact, and delete the language to the contrary 

on page 21 of the Order. 

Second, as discussed previously herein, requiring expired contract revenues to be passed 

through the GCA improperly subsidizes GCA customers. Most marketers base their rates to 

compete with, and beat, the utility’s gas cost rates. However, marketer margins tend to be thin. 

The artificial reduction in GCA rates resulting from the Commission’s Order in this case will 

make it more difficult for marketers to compete. If the marketers perceive that the rates they 

would have to charge to compete with the artificially reduced GCA are too low to generate suffi- 

cient margins, then the marketers will not participate in Columbia’s small volume gas transpor- 

tation program. 

The Commission’s decision to credit all capacity release revenues to the GCA has the 

same effect. The capacity release revenues should instead be treated as part of Columbia’s gas 

costs incentive program, with any revenues not retained by Columbia being used to help fund the 

Stranded CostRecovery Pool. 

Third, the marketers will realize that the Commission’s modifications to the financial 

model may result in Columbia’s earlier implementation of the program’s second phase - man- 

datory capacity assignment. Implementation of mandatory capacity assignment limits marketers’ 

options, and could hinder the development of a robust, open, competitive market. Therefore, the 

Commission should restructure the funding of the Stranded Cost/Recovery Pool, as discussed 

heretofore, to allow greater customer participation in the customer choice program without man- 

datory capacity assignment. 
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VIII. IF THE COMMISSION DOES NOT GRANT THIS PETITION FOR 
REHEARING, THEN COLUMBIA REQUESTS THAT IT BE PERMITTED TO 
PETITION TO WITHDRAW ITS APPLICATION 

Columbia respectfully requests that the Commission amend its Order to address the mat- 

ters raised herein. Since Columbia voluntarily filed the Application, Columbia respectfully re- 

quests that it be permitted to petition to withdraw its Application in the event that the Commis- 

sion decides not to grant the relief requested herein. 

WHEREFORE, Columbia asks that the Public Service Commission of the Common- 

wealth of Kentucky make its order granting rehearing for the reasons described herein. In the al- 

ternative, Columbia respectfully requests that it be permitted to petition to withdraw its Applica- 

tion filed in this docket. Columbia also respectfully requests that the filing deadlines for tariffs 

and reports in the January 27, 2000 Order be stayed pending the Commission’s action on this 

I Petition for Rehearing. 
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Dated at Columbus, Ohio, this 1 8'h day of February 2000. 

i I 

Respectfully submitted, 

COLUMBIA GAS OF KENTUCKY, INC. 

By: * B .  Ak-+Q.& . @w) 
Stephen B. Seiple 
Senior Attorney 

Y 

Andrew J. Sonderman, General Counsel 
Stephen B. Seiple, Senior Attorney 
200 Civic Center Drive 
P.O. Box 117 
Columbus, Ohio 432 16-0 1 17 
Telephone: (6 14) 460-4648 
Fax: (614) 460-6986 
Email: sseiple@ceg.com 

Richard S. Taylor 
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 Petition for Rehearing was served upon all 

parties of record by regular U.S. Mail this 1 8'h day of February 2000. I 

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 

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

&dAlLLf& - cw) 
Stephe: B. Seiple 
Attorney for 
COLUMBIA GAS OF KENTUCKY, INC. 

SERVICE LIST 

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

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 - 5th Floor 
Louisville, KY 40202 

Hon. John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite #110 
Cincinnati, OH 45202 
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FSG Energy Services 
6797 North High Street 
Suite 3 14 
Worthington, OH 43085 

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

Hon. Douglas M. Brooks 
Louisville Gas & Electric Co. 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
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Mr. Martin Huelsmann, Executive Director 
Public Service Commission of Kentucky 
730 Schenkel Lane 
P.O. Box 6 15 
Frankfort, Kentucky 4060 1 

Re: Case No. 99-165 

Dear Mr. Huelsmann, 

On January 27, 2000 the Commission issued its Order in the above docket. As part of its 
Order the Commission approved, with modifications, Columbia Gas of Kentucky’s 
(“Columbia”) proposed small volume gas transportation service program, to be effective 
February 1, 2000 through January 31, 2005. On page 28 of its Order, the Commission directed 
Columbia to inform the Commission of the progress of Columbia? s customer education program 
development, with an initial report due February 4,2000. 

The Commission’s Order made significant modifications to Columbia’s proposed 
program, and Columbia is still analyzing the impact of the Commission’s Order, as well as 
evaluating possible responses to the Order. One of the issues being analyzed is the modification 
of the program duration. Due to the program revisions outlined in the Order, Columbia has not 
been able to implement the program effective February 1, 2000. Therefore, Columbia is not yet 
able to provide a report on the development of the customer education program, as envisioned on 
page 28 of the Order. 

As soon as Columbia has completed its evaluation of the Commission’s Order, Columbia 
will communicate to the Commission its plans regarding development of a customer education 
program. 

Very truly yours, I 

200 Civic Center Drive 
Columbus, OH 432 I 5  

Mailing: 
PO. Box I I 7  
Columbus, OH 432 16-0 I I7 

6 14-460-6000 

February 3,2000 

0 4 2000 

Stephen B. Seiple 
Senior Attorney 

A Columbia Energy Group Company I 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

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

(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1999-165 
COLUMBIA GAS OF KENTUCKY, INC. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on January 27, 2000. 

See attached parties of record. 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Stephen B. 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 for Columbia Gas of KY 
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 Anthony G. Martin 
e 

Counsel for Community Action Council 
of Lexington-Fayette,Bourbon, 
Harrison and Nicholas Counties 
P. 0. Box 1812 
Lexington, KY. 40588 

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. ICY. 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 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF COLUMBIA GAS ) 

SMALL VOLUME GAS TRANSPORTATION ) 
OF KENTUCKY, INC. TO IMPLEMENT A ) 

SERVICE, TO CONTINUE ITS GAS COST ) CASE NO. 99-165 
INCENTIVE MECHANISMS, AND TO ) 

PROGRAM ) 
CONTINUE ITS CUSTOMER ASSISTANCE ) 

O R D E R  

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

application for Commission approval to implement a small volume gas transportation 

service program (“Customer Choice”). Columbia also requested approval to continue its 

existing Gas Cost Incentive Program (“GCIP”),’ and to continue its low-income 

Customer Assistance Program (“CAP”).2 The proposed Customer Choice program is 

designed to be effective for five years, from November 1, 1999 through October 31, 

2004. The program is to be available to all Columbia customers with annual usage of 

less than 25,000 Mcf. It was the result of a collaborative process that included the 

Lexington-Fayette Urban County Government (“LFUCG”); the Community Action 

‘ Case No. 96-079, The Tariff Filing of Columbia Gas of Kentucky, Inc. to 
Implement Gas Cost Incentive Rate Mechanisms, Orders dated July 31, 1996 and July 
27, 1998. 

Case No. 94-179, Notice of Adjustment of Rates of Columbia Gas of Kentucky, 
Inc. on and after July 1 , 1994, Orders dated November 1, 1994 and October 9, 1998. 



Council of Fayette, Bourbon, Harrison and Nicholas Counties (“CAC”); and the Attorney 

General’s Office (“AG7.3 Columbia also solicited and received input from FSG Energy 

Services, a marketing subsidiary of Wisconsin Public Service Resource Corporation. 

Intervenors in this proceeding were LG&E Energy Corporation, LFUCG, CAC, 

United Gas Management, and Stand Energy Corporation (“Stand Energy”). After an 

informal conference on June 3, 1999, and three Commission Orders requesting 

additional information to which Columbia provided responses, a public hearing was held 

at the Commission offices on October 12, 1999. On November 12, 1999, briefs were 

filed by Columbia and CAC. 

BACKGROUND 

In September 1997, the Commission initiated Administrative Case No. 3674 to 

explore issues related to the unbundling by Local Distribution Companies (“LDCs”) of 

their existing bundled rates for natural gas service and the introduction of competition to 

the residential gas market. Columbia and the other major LDCs operating in Kentucky 

were participants in this proceeding as were marketers, public interest groups, and the 

AG. While the utilities and marketers were generally in favor of unbundling retail rates 

for natural gas service, low-income and residential customer groups expressed 

concerns about diminished reliability, as well as the significance of any real economic 

benefits that might be available in an unbundled, competitive market. 

Columbia’s application indicated that LFUCG and CAC supported the proposed 
program while the AG took no official position on the proposal. 

Administrative Case No. 367, 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. 
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The Commission found that any customer choice program proposed in Kentucky 

must address several issues in order to adequately protect the public interest. Those 

issues included: the obligation to serve; supplier of last resort; non-discriminatory 

access to offered services; codes of conduct for marketers and affiliates of regulated 

utilities; the prices (rates) for services; and billing of unbundled rates. The Commission 

also found that a definition of what constitutes a competitive marketplace would be of 

utmost importance because of the need to determine, on an ongoing basis, that a 

sufficient number of alternative and unaffiliated suppliers existed. 

The Commission indicated that any utility proposing a customer choice or rate 

unbundling program would have to demonstrate that there had been sufficient input 

from its stakeholders. The Commission also emphasized the importance of consumer 
I 

I education as part of any such proposal and indicated that participating marketers, as 

well as utilities, would be expected to participate in the education process. Utilities were 

also informed that any proposed program should address certification of suppliers, 

transition costs, stranded costs, uncollectibles and disconnections, balancing 

requirements to maintain system integrity, and access to pipeline and capacity storage. 

~ 

~ 

COLUMBIA’S CUSTOMER CHOICE PROGRAM 

According to Columbia, the Customer Choice program is designed to address’the 

issues set forth in the Commission’s Order in Administrative Case No. 367.5 It is a five- 

year program, designed to be effective November 1, 1999 through October 31, 2004. 

The major components of the program are as follows: 

Prepared Direct Testimony of Stephen L. Byars at 5. 
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0 The program is to be available throughout Columbia's service area to all 

customers with annual usage lower than 25,000 Mcf. 

0 The proposed small volume transportation rates are Columbia's existing 

approved base, or distribution, rates, exclusive of its gas cost. 

0 Columbia is not proposing to exit the merchant function at this time. 

Columbia will serve as the supplier of last resort. 

0 Capacity assignment to gas marketers participating in the program is 

voluntary up to a certain level of customer participation (Phase I). At that point, which 

will be determined by Columbia, it may be mandatory (Phase 11). 

0 Upon approval of the proposed tariffs, Columbia proposes a 60-day 

moratorium on marketer solicitation so that Columbia and the Commission, as well as 

the AG, LFUCG, and CAC, if they so desire, can conduct customer education efforts. 

0 Columbia proposes to certify marketers based on specific credit-worthiness 

standards set out in its proposed tariffs. 

0 Columbia proposes to establish a code of conduct for marketers, as well as 

standards of conduct for itself to address issues involving transactions with affiliates. 

0 Columbia proposes to continue to bill all customers, charging marketers 20 

cents per account for the billing of the marketers' Customer Choice customers. 

Columbia will assume the risk of collecting payment for gas commodity costs from 

Customer Choice customers and proposes to retain 2.5 percent of the marketers' 

revenues as compensation for assuming this risk. 

0 Columbia proposes to implement a 35 cent per Mcf balancing charge for 

marketers that do not voluntarily take assignment of capacity. 
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Columbia proposes to charge marketers 5 cents per Customer Choice Mcf 

volumes as a contribution toward stranded costs. 

Marketers must be able to provide firm service. Columbia may require a 

demonstration of a marketer’s ability to reliably serve Customer Choice customers’ gas 

requirements. 

Customers may enroll in the program by telephone, in writing, or by the 

Internet. 

Columbia will provide demand curves to marketers to better enable them to 

serve small customer groups. 

0 A marketer must enroll at least 100 customers or a customer group with 

minimum annual throughput of 10,000 Mcf in order to participate in the program. 

Columbia proposes to recover stranded costs through revenue opportunities 

identified as part of its application. Stranded costs are identified by Columbia as Gas 

Cost Recovery (“GCR”) demand costs, information technology costs, consumer 

education costs, and lost standby revenues. Revenue opportunities are defined as 

marketer contributions, capacity assignment revenues, balancing charges, expiring 

contracts, sales customers’ 65 percent share of off-system sales revenues, and sales 

customers’ 65 percent share of capacity release revenues. 

0 If stranded costs exceed revenue opportunities over the five-year period of 

the program, Columbia proposes to absorb the first $3.0 million of the shortfall. The 

remaining shortfall would be collected using a method to be determined in the future. If 

revenue opportunities exceed stranded costs, Columbia proposes to retain the first $3.0 

million in excess revenues and refund the remainder to customers. 
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0 Columbia proposes to continue its current GClP with no alterations other than 

to the capacity release benchmark and to use the customer portion of capacity release 

and off-system sales revenues as revenue opportunities to recover stranded costs. 

0 Columbia proposes to continue its CAP, with the CAC acting as aggregator 

and agent for customers that are CAP participants. These are the only customers for 

whom the Customer Choice program would be mandatory. 

GOALS OF THE CUSTOMER CHOICE PROGRAM 

Columbia identified six sp.ecific goals for the proposed Customer Choice 

program, which are as follows: 

1. The program must provide an opportunity for customers to save money on 

their gas bills. 

2. The program should provide marketers with as much flexibility as possible 

to provide customers savings by allowing marketers to serve customers using their own 

interstate pipeline capacity. 

3. The program should be revenue neutral for Columbia and allow Columbia 

to recover its stranded costs and incremental program expenses. 

4. The recovery of stranded costs must be as transparent to the customer as 

possible to permit the customer to make a clear and understandable choice between 

the marketer's offer and Columbia's sales rate. 

5. Customers who choose to continue to purchase their gas supply using 

Columbia's traditional sales service should not incur any additional charges because of 

the implementation of the Customer Choice program. 
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6. Customer education is critical to the success of the program and 

customers must have an opportunity to learn about the program for a period of time 

before they begin to receive offers from marketers. 
\ 

CASE PROCEDURE 

The Commission, by Order dated May 18, 1999, scheduled an informal 

conference in this proceeding on June 3, 1999 for the purpose of discussing issues 

regarding Columbia’s application. The principal reasons for the conference, as set forth 

in the Order, were to discuss the application’s lack of a definition of a competitive 

marketplace and the question of cost justification for the proposed transportation service 

rates, as well as the other rates proposed by Columbia. The day of the informal 

conference, Columbia submitted a written response to the questions raised in the 

Commission’s May 18, 1999 Order. Columbia provided a supplemental written response 

on June 18, 1999, which focused primarily on the cost justification issue. 

In its written responses, in information responses, and at the hearing, Columbia 

maintained that the definition of a competitive marketplace was not an issue in this 

proceeding. Because it is not proposing to exit the merchant function at this time, and 

because sales customers can remain with Columbia or return from a marketer without 

restriction imposed by Columbia, it believes such a definition to be premature. In its 

prefiled testimony, Columbia stated that, “As long as Columbia remains in the merchant 

function with a regulated commodity rate the definition of workable competition is 

irrelevant .*I6 

Prepared Direct Testimony of Kimra H. Cole at 8. 
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Columbia also stated that no cost justification was required for the use of its 

existing base rates as the small volume transportation rates. Since the Commission 

had approved those rates for sales service in Case No. 94-179, Columbia claimed that 

those rates, found to be fair, just, and reasonable by the Commission five years ago, 

were still fair, just, and rea~onable.~ In its supplemental response of June 18, 1999, 

Columbia set forth its position on the issue of cost support for its small volume 

transportation program rates, stating, “Columbia can find no basis on which to justiw 

differing rates for delivery of gas under this program.” Columbia concluded its response 

with, “Columbia respectfully requests the Commission to move past Staffs question 

regarding cost justification of the proposed transportation rates which are Columbia’s 

approved base rates, and focus on the merits of the small volume gas transportation 

program.’’ Although its existing base rates were the product of a unanimous settlement 

agreement in Case No. 94-179, Columbia indicated that it believed the rates to be cost- 

justified because they had been found to be fair, just, and reasonable by the 

Commission in its acceptance of that settlement agreement.’ 

REASONABLENESS OF THE CUSTOMER CHOICE PROGRAM 

Columbia’s proposed Customer Choice Program, as set out in Attachment B of 

its application, is generally acceptable to the Commission as a pilot program. Some 

modifications to the proposed program having to do with transition cost recovery will be 

required, however. The Commission is of the opinion that lost standby revenues should 

not be included with GCR demand costs, information technology, and education as a 

Response to the Commission’s July 2, 1999 Order, Item 11. 

Transcript of Evidence (“T.E.”) at 51. 
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stranded cost. The Commission is further of the opinion that revenue opportunities 

should be comprised solely of capacity assignment revenues, balancing charges, 

marketer contributions, and off-system sales revenues. Revenues from expiring 

contracts and capacity release revenues should not be used to offset Customer Choice 

program stranded costs. Nor should the proposed $3.0 million deadband be used for 

excess revenues or costs. These issues are discussed in more detail later in the Order. 

The program appears to ensure, to the greatest extent possible, that supply 

reliability to Customer Choice customers will not be threatened. Columbia will be the 

supplier of last resort, its own discontinuance of service rules will apply, and Columbia 

will perform the billing function for marketers. Therefore, customers should not be at 

risk of losing their gas supply due to marketer error or business failure. The program 

will have widespread availability, being offered to all small volume customers in 

Columbia's service area. Customers will have several enrollment options, which will 

facilitate the participation of those interested in doing so. The Commission is satisfied 

that these features of Columbia's proposed program will enable it and the Commission 

to draw conclusions as to the success of the program and the demand for small volume 

transportation programs. Such widespread availability will require a significant 

consumer education effort, for which Columbia and the Collaborative have made 

provision in the program. 

The Commission is in support of the majority of the components of the Customer 

Choice program as proposed by Columbia, and endorses Columbia's stated goals for 

the program. In reference to the first of these goals, the testimony of Stand Energy 

indicated that savings were being achieved in jurisdictions where other Columbia 

-9- 



._ . > . .  , . ... . 
, . . , . .. . ..,.... .. . ! ._ .. -- . ... - . . _ _  .-ll,.l . I  , -* . .~..X..l. I .., _”.a- ..I^:.->’._ .., _... ’& _ * ,  .:. ___. 

distribution companies have implemented similar  program^.^ Such testimony 

corroborates responses of Columbia to information requests which indicated the same. 

Despite some reservations regarding the issue of capacity assignment, the Commission 

can accept Columbia’s more flexible approach of allowing marketers to take the 

capacity if they so choose, and charging a balancing charge if they don’t. However, 

Columbia should be vigilant in determining when it is time to implement Phase II of the 

program. Phase II marks the point at which capacity assignment will be mandatory, and 

will mitigate the stranding of GCRdemand costs. Such mitigation will lessen the need 

for continued revenue opportunities or some other method of cost recovery. Increased 

levels of capacity assignment to marketers will result in greater revenue opportunities to 

offset stranded costs. Columbia should notify the Commission prior to the time it 

decides to implement Phase II of capacity assignment. 

Columbia’s goal of sales customers not incurring any additional charges because 

of the Customer Choice program, while attractive in theory, is practically impossible to 

attain without impacting Columbia’s revenues or charging exorbitant rates to marketers 

or Customer Choice customers. If this were not the case, Columbia would not have 

identified expiring contracts, off-system sales, and capacity release as revenue 

opportunities to offset stranded costs. Even if Columbia’s proposed revenue 

opportunities do not result in “new charges” to sales customers, under Columbia’s 

proposal, those customers would have to pay incrementally higher gas costs as a result 

of the program compared to what they would have paid absent the program. If the 

T.E. at 145-146. 
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Customer Choice program is ultimately beneficial, then recovery of costs associated 

with it (another of Columbia’s goals) is legitimate. 

It is because sales customers will have to bear a portion of the cost of the 

Customer Choice program that the Commission finds it necessary to require changes to 

Columbia’s proposed transition cost recovery methodology as detailed in the Financial 

Model in Attachment A of the application. The Commission’s revised transition cost 

recovery methodology will provide Columbia with an opportunity to recover approved 

stranded costs, although not to the extent proposed by Columbia. The total amount of 

stranded costs and revenue opportunities as modified and approved by the Commission 

are set out in summary form for the five-year period in Appendix A of this Order. A 

summary of the proposed and approved five-year amounts for stranded costs and 

revenue opportunities are set out in comparative form in Appendix A of this Order. 

PROGRAM MODIFICATIONS 

As stated earlier, the Commission finds that certain modifications related to 

transition cost recovery are necessary. These modifications are discussed in detail in 

the following paragraphs. 

Stranded Costs and Revenue Opportunities 

The Commission does not agree that all the stranded costs identified by 

Columbia should be included for recovery through the approved revenue opportunities. 

Lost standby revenues represent demand charges currently collected from commercial 

customers that directly offset sales customers’ gas cost through Columbia’s GCR 

mechanism. To the extent that these revenues decrease, the gas cost will be collected 

in its entirety from sales customers. The evidence supporting the need for this 
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particular cost to be offset by revenue opportunities is not persuasive. Lost s,dndby 

revenues represent only $41 1,000, or 1.3 percent, of Columbia's total estimated 

stranded cost of $31,994,000 for the five years. This decrease in lost standby revenues 

could conceivably occur due to other changes in customers' circumstances, and is 

appropriate to be reflected through the GCR process. 

The Commission believes the 5 cent marketer contribution toward stranded cost 

to be reasonable. However, a portion of revenues derived from marketer contributions 

should be designated to cover half of stranded costs attributable to education expenses. 

This is necessary to ensure that marketers participate equally in the customer education 

process initiated by Columbia. 

The Commission also is not persuaded that expiring contracts and customers' 

share of capacity release and off-system sales revenues are appropriate methods to 

recover stranded costs as proposed by Columbia. Neither expiring contract revenues 

nor capacity release revenues should be used as revenue opportunities. Expiring 

contract revenues are generated by the decrease in demand charges associated with 

naturally expiring contracts. These contracts will no longer be needed because 

Columbia will no longer be required to arrange for the gas supply of Customer Choice 

customers. Capacity release revenues are attributable to the release of unneeded 

pipeline capacity to the secondary market during non-peak conditions. Because they 

reflect the cost of capacity necessary to serve only remaining sales customers, these 

are clearly savings in gas cost which should inure to the benefit of sales customers. 

Revenue opportunities represented by capacity assignment, balancing charges, and 

marketer contributions are understandable because they match costs to cost causers. 



. . . .  ” . ~ .. ..... e , . .  . .  . ... .,.: . w,. 4,. .. 

It is neither understandable nor reasonable for the sales customers’ GCR mechanism to 

be adjusted as proposed to pay for stranded costs when that mechanism is reserved for 

actual levels of gas cost incurred on behalf of those customers. If a surcharge is 

eventually proposed and approved, and sales customers ultimately pay for transition 

cost recovery deficiency through a surcharge, they will have been provided the 

opportunity to know what they are paying for and the magnitude of the costs. 

The Commission finds that total net proceeds from off-system sales, with the 

exception of operational sales, and not just the customers’ gas cost incentive sharing 

portion of 65 percent as proposed by Columbia, should be used to offset stranded 

costs.” Historically, Columbia had not made off-system sales before its GClP was 

approved. While offsetting sales customers’ gas cost with the net proceeds from off- 

system sales revenues has certainly been beneficial to those customers, the 

Commission finds that using this non-traditional revenue source to partially fund 

Customer Choice program costs to be an even better use of these funds. 

The evidence of record indicates that Columbia’s earnings should not be 

adversely impacted so as to decline to an unreasonable level due to these decisions 

concerning stranded costs and revenue opportunities. In order to show the impacts of 

these decisions, the allowed stranded costs and revenue opportunities for the same 

time periods included in Columbia’s financial model are shown in Appendix B to this 

Order. 

lo The entirety of projected off-system sales are set out as the first note indicated 
by an asterisk at the bottom of the first page of Attachment A of Columbia’s application. 
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Proposed Deadband 

The Commission finds that the $3.0 million band on either side of actual stranded 

costs is not an acceptable method of addressing excess costs or revenues. Columbia’s 

concern over implementing a surcharge should be sufficient incentive for it to minimize 

stranded costs. The evidence of record shows Columbia’s earnings to be at a 

sufficiently high level that it would not be in the public interest to offer it the possibility of 

increased earnings via the proposed program. One of Columbia’s stated goals in this 

proceeding is that the program be revenue neutral for Columbia, and allow it to recover 

100 percent of its stranded costs and incremental program expenses. To allow the 

proposed $3.0 million deadband is counter-intuitive to the revenue neutrality objective. 

Unless cost recovery exactly matches stranded cost, which, for all practical purposes is 

impossible, the deadband would ensure that Columbia’s revenues and earnings would 

be impacted by the implementation of the program. Any excess of cost or revenue will 

be addressed in the Commission’s review of the pilot program. If the program 

continues, the revenue opportunity method approved by the Commission will either be 

continued or modified at that time, and a true-up mechanism may be instituted. 

OTHER ISSUES 

Customer Education 

Columbia’s goal regarding customer education is of paramount concern to the 

Commission. Although there is relatively little discussion in the record of this 

proceeding devoted to customer education, its importance to the ultimate success of the 

Customer Choice program cannot be understated. The Commission is satisfied that 
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Columbia is aware of the necessity of designing and implementing the best customer 

education program possible, and requests that Columbia share with it the details of that 

education program as they are developed. The 60-day moratorium proposed by 

Columbia is appropriate and will be useful for preparing customers for the opportunities 

inherent in choosing their own gas suppliers. 

Definition of a ComDetitive Market and Cost Justification Issues 

As previously stated, an informal conference was held at the Commission’s 

offices on June 3, 1999 for the .purpose of discussing the application’s lack of a 

definition of a competitive marketplace and the question of cost justification for the 

proposed transportation service rates, as well as the other rates proposed by Columbia. 

Columbia’s position on these issues has been discussed in the Case Procedure section 

earlier in this Order. Since the Commission has determined that the Customer Choice 

program will be a pilot program, for purposes of this Order the Commission can defer 

these issues while the program is in its initial stages. 

The definition of a competitive marketplace does remain of concern, however, 

and the development of the small volume transportation market and the relative level of 

participation in it are not subjects that the Commission is willing to defer indefinitely. 

The Commission will consider the definition of a competitive marketplace essential to 

any proposed continuation of Columbia’s Customer Choice program. 

In support of the use of existing base, or distribution, rates as the proper rates for 

small volume transportation program service, Columbia has relied on the fact that other 

Columbia companies used their base rates in other jurisdictions and did not have to cost 

justify them for such use. Columbia also points out that the entire program is the result 



of a collaborative process of the sort that was envisioned in the Commission's Order in 

Administrative Case No. 367 and that the Collaborative believes this approach to be 

reasonable." The Commission commends Columbia and its Collaborative for their 

efforts that have produced a program that appears to address most of the concerns of 

the Commission raised in that Order. However, the use of a collaborative process, 

while ideal for developing program details that will be acceptable to the majority of 

affected market participants, does not mean that the statutory requirements for finding 

rates to be fair, just, and reasonable have been met. 

Columbia has said when discussing other aspects of its proposal that it could not 

simply copy other programs but had to keep in mind its own customers and service area 

in formulating its program design. Likewise, the Commission cannot be content that, for 

whatever reason, other regulatory bodies accepted existing rates for the provision of a 

new service in their jurisdictions. The circumstances of different cases within this state 

are not identical, much less identical to those in other states. It was not the 

Commission's intent for its stated preference for a collaborative process to be 

interpreted as a blanket authorization for a proposed program created by a 

collaborative. 

The Commission has concluded that the proposed program does have merit, and 

is pleased with the outcome of the collaborative process with a few minor exceptions. 

The progress of the program will need to be monitored, and Columbia itself has made 

provision for such monitoring in its proposal with its stated intention of filing an annual 

report; therefore, the Commission has few remaining reservations concerning the 
I 

~ ~~ 

" Prepared Direct Testimony of Steven R. Byars at 3. 
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security of supply to customers and the process that will be used to enlist and provide 

service to customers. However, to approve the program largely as proposed with the 

information available in the record, the Commission will have to accept for the pilot 

period Columbia’s assertion that existing rates are representative of costs involved in 

supplying small volume transportation service. Existing rates may well be 

representative of costs during most of the initial five-year period, and incremental costs 

will in all likelihood be minimal. However, the Commission continues to be convinced 

that at some point cost shifts will cease to ”net out.” At that point, existing rates will not 

adequately represent either sales or Customer Choice service. The Commission 

believes that insufficient information exists to justify the use of existing base rates for 

the Customer Choice program indefinitely. However, since this is a pilot program, the 

Commission believes that the issue of cost justification for the use of its existing base 

rates as the small volume transportation rates and for the other proposed rates set out 

in Columbia’s tariff can be deferred at this time. 

Customer Choice Proqram - Three-Year Review 

At the informal conference of June 3, 1999, it was conveyed to Columbia that the 

rates for Customer Choice program service should be transparent to customers.’2 By 

this, the Commission and Staff meant that rates should be representative of the costs to 

provide the service and that customers should understand what they are receiving in 

return for the rates they are charged. Columbia responded on two separate occasions 

that not everyone is well-versed in gas issues and terminology and rate-making 

l2 One of Columbia’s stated goals for the program is for the recovery of stranded 
costs to be as transparent as possible to customers. 
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methodologies. Apparently, this led Columbia to insist that using a surcharge 

methodology was inferior to its proposed revenue opportunity methodology to recover 

transition costs. Customers would be confused by a surcharge, according to Columbia. 

Therefore, the Collaborative concluded that the revenue opportunity method was better 

because it used the GCR mechanism to flow through the majority of stranded costs and 

offset them with certain gas cost revenues. This, according to Columbia, is a 

I transparent methodology. 

While it is true that most utility customers are not familiar with all the details of the 

provision of their utility service, the Commission believes it is crucial to design 

mechanisms that utility customers can identify and question if they so choose. This may 

very well be unattractive to customers, as Columbia alluded to in one of its responses. 

The filing of this program was driven by Columbia's desire to offer such a program to its 

customers; therefore, the lack of customer demand may cause customers to react 

negatively to a surcharge, if one is eventually proposed and approved. However, after 

the conclusion of the consumer education program conducted by Columbia, the 

Commission does not expect Columbia's ratepayers to be so uninformed that they 

would expect the Customer Choice program to be free of charge. If the Customer 

Choice program is beneficial to customers, keeping in mind the costs involved, then the 

recovery of costs associated with it is legitimate and need not be hidden. 

In order for rates to be as transparent as possible at the earliest possible time, 

the Commission finds that a review of costs and rates should be initiated before the end 

of the proposed five-year program period. A period of three years is a suitable amount 

of time for the program to progress beyond its initial stages, for customer participation to 
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move at least past the introductory level, and for Columbia to gather preliminary 

information concerning costs involved in providing small volume transportation service 

relative to sales service. Because such information will be available at that time, the 

Commission will then begin the process of retaining an outside consultant, as 

authorized by KRS 278.255, to review all aspects of the Customer Choice program, to 

review the issue of a competitive marketplace, and to conduct a fully allocated cost-of- 

service study that will show what, if any, rates will need to be rebalanced in order to 

correctly represent costs to provide service. 

In addition to the cost review process that will begin at the end of the three-year 

period and conclude prior to the end of the five-year pilot period, any necessary 

modifications to the program itself and approved financial model will also be considered. 

The cost recovery that has occurred through the acceptable revenue opportunities of 

capacity assignment, balancing charges, off-system sales, and marketer contributions 

will be reviewed, and a recommendation made as to whether this method of stranded 

cost recovery should be continued or modified. Once the consultant’s review and report 

have been completed, the Commission will initiate a proceeding wherein Columbia and 

other parties may address the results of the consultant’s report and other issues relating 

to the Customer Choice program as identified by the Commission at that time. 

The Commission believes that the modifications contained in this Order more 

appropriately allow Columbia to meet its goals. As previously stated, the elimination of 

the $3.0 million deadband will ensure revenue neutrality, and modification of the 

revenue opportunities in combination with the cost review will ensure eventual 

transparency to customers as they compare Columbia’s rates to those of marketers. 



Marketer Issues 

Marketers desiring to provide commodity services to consumers under the 

proposed small volume transportation tariff are required to meet certain eligibility 

requirements including credit worthiness standards and certain program threshold 

measures as set forth in the application at Section B, “Program Description.” In addition 

to those requirements, marketers are required to sign an aggregation agreement that 

I 
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establishes the marketers as agents of Columbia. 

In Administrative Case No! 29713 the Commission found it unnecessary to 

regulate brokers and dealers of natural gas. While the Commission found that such 

entities are engaged in arranging supplies of gas, it concluded that the market realities 

were such as to make these activities self-regulating. Columbia’s Customer Choice 

program, however, differs in material respects from the situation addressed in 

Administrative Case No. 297, particularly in that the proposed program is aimed toward 

residential consumers. Therefore, it is imperative that the Commission retain regulatory 

oversight over this program, and the necessity for such oversight is implicitly recognized 

in the proposed tariff filed by Columbia. 

Columbia’s Customer Choice program requires that a natural gas supplier 

execute an Aggregation Agreement in order to enter the program, and also defines and 

limits the seller’s authority to supply the commodity. In addition, Columbia retains the 

authority to suspend or terminate a supplier’s participation in the Customer Choice 

program. To the extent that Columbia retains ultimate responsibility for the provision of 

l3 Administrative Case No. 297, An Investigation of the Impact of Federal Policy 
on Natural Gas to Kentucky Consumer and Suppliers, Order dated May 29, 1987 at 21. 



gas to customers pursuant to this program and retains control over the provision of gas 

by its agents, these agents lack the autonomy traditionally associated with a “utility” as 

defined in KRS 278.010. Further, Columbia’s tariff requires its agents to file the 

information that would otherwise be required by the Commission pursuant to KRS 

278.020. Accordingly, the question of whether agents of Columbia who market gas to 

residential consumers are “utilities” subject to full regulation by this Commission does 

not require a final decision herein. Pursuant to Columbia’s tariff, both Columbia and its 

agents will remain answerable to the Commission as well as to the customers who 

receive service pursuant to the Customer Choice program. Under such an arrangement 

the Commission finds that its statutory directive to regulate utilities is fulfilled by its 

regulation of Columbia. 

The Commission also takes notice of the Standard of Conduct and the Code of 

Conduct filed in the application at Section C, “Proposed Tariffs.” The Commission is 

currently conducting its own investigation into the establishment of a Code of Conduct 

governing affiliated en ti tie^.'^ To the extent the Commission issues rules related to 

either affiliated entities or independent marketers, those rules once established will 

supersede the rules accepted in this pilot. 

Columbia has proposed to file an Annual Report each year which will contain 

statistics detailing customer enrollment, participation, and related volumes; marketer 

participation; education activities; and stranded costs and revenue opportunities. For 

each participating marketer acting as agent for Columbia under the program, Columbia 

l4 Administrative Case No. 369, An Investigation of the Need for Affiliate 
Transaction Rules and Cost Allocation Requirements for All Jurisdictional Utilities. 
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should also file with the Commission the marketerk name, address, telephone number, 

contact person, gas cost rates being charged to Customer Choice customers, and 

pricing and payment terms. This information should be filed not only with the Annual 

Report, but as often as necessary so that it is current and available for the Commission 

and for customers that call the Commission with questions regarding the program. 

Columbia had proposed to file its Annual Report by March 1 of each year. However, 

since the Commission’s deliberations in this proceeding have pushed the program’s 

I starting date beyond that proposed by Columbia, the date for filing the Annual Report 

should be adjusted accordingly. Therefore, the due date for Columbia’s Annual Report 

will be June 1 of each year, beginning June 1, 2001. 

Continuation of the GClP 

Columbia has proposed to continue its GClP which was approved by the 

Commission in Case No. 96-079. Columbia intends for the application in this 

proceeding to be considered by the Commission as a more comprehensive GCIP. The 

filing of a more comprehensive program was a prerequisite for further continuation of 

the program set out in the July 27, 1998 Order in Case No. 96-079. 

I 

Columbia’s existing mechanism allows it to keep 35 percent of capacity release 

revenues after a certain historical benchmark has been achieved, as well as 35 percent 

of revenues resulting from off-system sales. Columbia has not achieved the established 

benchmark and, therefore, has not been able to share in capacity release revenues 

since the inception of the program. As of October 31, 1999, its sharing portion of 

I 

completed off-system sales transactions was approximately $4.8 million. 
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By its application in the current case, Columbia proposes to continue its existing 

GClP through October 31, 2004, coincident with the end of the proposed Customer 

Choice program. Other than a modification to the capacity release benchmark, 

Columbia proposes no changes to the GClP itself. No expansion of its program to 

include gas cost commodity or transportation charges is contemplated. The most 

significant aspect of Columbia’s proposal concerning the GClP is that customers would 

lose their portions of capacity release revenues and off-system sales as offsets to their 

gas cost. 

The disposition of capacity release revenues (100 percent to be used as an 

offset to gas cost) and off-system sales revenues (I00 percent to be used as a revenue 

opportunity) has been addressed in the PROGRAM MODIFICATIONS section of this 

Order. The Commission finds it more appropriate that customers continue to 

experience an offset to their gas cost due to capacity release revenues rather than have 

these revenues used to offset Customer Choice stranded cost. The Commission further 

finds that. the total amount of off-system sales is appropriate to use as a revenue 

opportunity to offset stranded cost rather than allowing Columbia to retain its portion 

while customers are required to forego theirs. In the absence of a more comprehensive 

GClP involving additional elements of Columbia’s gas cost components as 

contemplated by the July 27, 1998 Order, the continuation of the GClP should be 

denied. 

In its post-hearing brief, Columbia states that without the 35 percent sharing I 

I 

mechanism it could not justify the allocation of effort and resources necessary to 

complete off-system sales transactions. The Commission anticipates that Columbia will 
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consider stranded cost recovery to be sufficient incentive to continue to allocate the 

necessary effort and resources to off-system sales activities. Columbia’s expressed 

concern over the possibility of charging a surcharge to its customers would be largely a 

moot point if it were able to generate sufficient off-system sales revenue to offset a 

majority of stranded costs. 

Continuation of the CAP 

Columbia is proposing to continue its CAP through the end of the five-year period 

proposed for the Customer Choice program. Columbia and the Collaborative have 

agreed that the CAP, which was originally approved as the result of a settlement among 

all the parties of Case No. 94-179, is benefiting those that the program is intended to 

assist and that it should continue in its current form. Columbia proposes that the CAP 

continue to be administered by the CAC, and that it will be funded through a $175,000 

annual contribution from Columbia shareholders as well as the continuation of a charge 

on all residential, non-CAP volumes which will not exceed 1.5 cents per Mcf. The 

aggregation of the CAP participants’ gas supply requirements by the CAC is intended to 

decrease the cost of serving CAP customers so that more low-income customers will be 

able to participate. Columbia will also be implementing recommendations based on its 

consultant’s review of the initial three years of the CAP pilot concerning the 

administration of the CAP that are intended to make the program more cost-effective. 

The Commission is concerned that the costs involved in the CAP out-weigh the 

benefits, as demonstrated in Columbia’s appli~ation,‘~ especially where ratepayers not 

l5 Attachment G of Columbia’s Application, Customer Assistance Program 
Consultant’s Report at 14. 
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participating in the program are concerned. Therefore, the Commission finds that it is 

reasonable to continue the CAP as a pilot program for the time being and include it as 

an issue to be reviewed by the consultant retained to perform the Commission’s three- 

year review. As stated earlier, the CAP was initially implemented as the result of a 

negotiated settlement in Columbia’s most recent general rate case. In this instance, 

Columbia and the members of its Collaborative, most of which were signatories to that 

settlement, are proposing to continue the CAP, and included it as an integral part of the 

Customer Choice program. This will give the CAC an opportunity to pursue potential 

gas cost savings on behalf of these customers, which could translate into benefits for 

still more low-income customers than are currently being served by this program. The 

cost to ratepayers will not increase as the CAP surcharge will continue to be capped at 

1.5 cents per Mcf, which is the upper limit the Commission imposed when it accepted 

the CAP pilot as part of the settlement in Case No. 96-179. Under these conditions, we 

believe extending the CAP pilot in order to observe the results of the administrative 

changes Columbia intends to implement and the interaction of the Customer Choice 

program and the CAP will be beneficial. 

Tariff Modifications 

All references to “marketers” in Columbia’s tariffs should be changed to “agents.” 

Original Sheet No. 37f-Columbia should provide a more complete explanation 

of paying only 97.5 percent of revenues to marketers. Similar language should be 

inserted on page 4 of the Aggregation Agreement. 
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Original Sheet Nos. 37i through 37j are approved with the understanding that 

they may need to be amended following the Commission’s decision in Administrative 

Case No. 369. 

Seventh Revised Sheet No. 50 should be revised so that the Capacitv Release 

Revenues section reads, “Capacity release revenues will be credited 100 percent to gas 

cost . I’ 

First Revised Sheet No. 51b should be modified to identify the CAP as a pilot 

program. The second sentence should be revised to read, “It is available to eligible 

residential customers . . . .” 

Original Sheet No. 58 should be modified so that Item 1, GCR Demand, correctly 

sets out the calculation of demand cost that will be stranded and charged to the 

Stranded CosffRecovery Pool as set out in the testimony of Scott Phelps. 

Original Sheet Nos. 58 and 59 should be modified to exclude Item 4, Lost 

Standby Revenues; Item 7, Expiring Contracts; and Item 9, (I), (2), and (3), Capacity 

Release. Item 8 should be modified to provide for the use of 100 percent of Off-system 

Sales revenues as opposed to 65 percent. Another item should be added so that 

revenues collected through the five cent per Mcf marketer charge are included in the 

recovery pool. 

Original Sheet No. 59 should be modified to delete the paragraph below the Net 

Stranded Costs equation, and replace it with a statement that the recovery of net 

stranded costs, if any, will be addressed at the end of the pilot period. 
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SUMMARY 

Having considered the evidence of record and being otherwise sufficiently 

advised, the Commission finds that: 

1. Columbia’s proposed small volume gas transportation program should be 

approved for a period of five years, from February 1, 2000 through January 31, 2005, 

subject to the modifications set out herein. 

2. Columbia should inform the Commission of the progress of its customer 

education program development as such information becomes available. 

3. Columbia should inform the Commission of the necessity of implementing 

Phase II of capacity assignment. 

4. An external consultant should be retained to perform a review of the 

progress of the Customer Choice program and other issues in accordance with this 

Order. 

5. 

6. 

Columbia should make the tariff modifications required herein. 

Columbia’s proposal to file an Annual Report with the Commission should 

be approved with the report to be filed no later than June 1 of each year. 

7. Columbia should provide information concerning marketers acting as 

agents for Columbia as required herein. This information should be provided with its 

Annual Reports, and up-dated as frequently as necessary for such information to be 

current . 

8. Continuation of the GClP should not be approved and the associated tariff 

sheets should be withdrawn. 
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9. Continuation of the CAP should be approved effective February 1, 2000 

through January 31,2005. 

IT IS THEREFORE ORDERED that: 

1. Columbia’s small volume gas transportation program is approved on a 

pilot basis effective February 1, 2000 through January 31 2005. 

2. 

required herein. 

3. 

Columbia’s small volume gas transportation program shall be modified as 

Within 30 days of the date of this Order, Columbia shall file tariff sheets 

subject to the modifications required herein. 

4. Columbia shall inform the Commission of the progress of its customer 

education program development as such information becomes available. An initial 

advisory report shall be provided within 10 days of the date of this Order describing the 

status of the 60-day moratorium on marketer solicitation. 

5. The Commission shall retain an external consultant to review the progress 

of the pilot program approved herein in accordance with the provisions of this Order. 

6. Columbia shall inform the Commission of the necessity of implementing 

Phase II of capacity assignment. 

7. Columbia shall file its Annual Report, as described in its application and 

with the further filing requirements as set out herein, by June 1 of each year. Columbia 

shall up-date the required marketer information as often as necessary. 

8. 

9. 

Columbia’s petition to continue its GClP is hereby denied. 

Columbia’s CAP is approved to be continued as a pilot for a period of five 

years, effective February 1,2000 through January 31 , 2005. 
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Done at Frankfort, Kentucky, this 2 7 t h  day o f  January, 2000. 

By the Commission 

ATTEST: 

Executive Director 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-165 DATED JANUARY 27, 2000 

A COMPARISON OF PROPOSED AND APPROVED STRANDED COSTS 
AND REVENUE OPPORTUNITIES FOR A PERIOD OF FIVE YEARS 

Estimated Stranded Costs ($000) 

PROPOSED APPROVED 

GCR Demand $ 30,973 $ 30,973 
Information Technology 150 150 
Education 460 460 
Lost Standby Revenues 41 1 0 

TOTAL $ 31,994 $ 31,583 

Revenue Opportunities C$OOOl 

Capacity Assignment 
Balancing Charges 
Expiring Contracts 
Off-System Sales 
Capacity Release 
Marketer Contribution 

TOTAL 

Revenue Excess 
(Deficiency) 

PROPOSED 

$ 2,895 
6,443 
6 , 946 
11,672 
2,904 
1,134 

$31,994 

$0 

APPROVED 

$ 2,895 
6,443 

0 
17,956 

0 
1.134 

$28,428 

$ l3.155) 
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APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC 
SERVICE COMMISSION IN CASE NO. 99-165 DATED JANUARY 27, 2000 

APPROVED STRANDED COSTS AND REVENUE OPPORTUNITIES FOR THE 
PERIOD PROPOSED FOR THE CUSTOMER CHOICE PROGRAM ($000) 

Nov/Dec Thru Oct 
- 1999 

STRANDED COSTS 

GCR - Demand $ 495 
Information Technology 150 
Education 250 
Lost Standby Revenues 0 

TOTAL $ 895 

REVENUE OPPORTUNITIES 

Capacity Assignment $ 0  
Balancing Charges 132 
Expiring Contracts 0 
Off-System Sales 780 
Capacity Release 0 
Marketer Contributions 19 

TOTAL $ 931 

3,842 5,580 6,223 7,451 7,382 30,973 
150 

50 20 20 50 70 460 
0 0 0 0 0 000 

3,892 5,600 6,243 7,501 7,452 31,583 

184 274 614 - 736 1,087 2,895 
901 1,325 1,296 1,527 1,262 6,443 
0 0 0 0 0 000 

4,024 3,670 3,566 3,360 2,556 17,956 
0 0 0 0 0 000 

143 210 231 273 258 1,134 

5,252 5,479 5,707 5,896 5,163 28,428 

NETSTRANDED COSTS $ (36) (1,360) (121) (536) (1,605) (1,605) (3,155) 
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