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VLA UPS NEXT DA YAIR SA PER 

Mr. Robert Aniato 
Acting Executive Director 
Kentucky Public Service Conmission 
21 1 Sower Boulevad 
Frankfort, ICentuclcy 40602 

Re: In the Matter of: An Investigation of the Energy and Regulatory Issues in 
Section 50 of Kentucky’s 2007 Energy Act - Case No. 2007-00477. 

Dear Mr. Amato: 

Enclosed for filing in tlie above-captioned matter is an original and ten (IO) copies of 
Stand Energy CoIporation Customer Group’s Responses to Requests For Infoimatioii from 
Duke Energy Kentucky, Inc. and Data Requests from Commission Staff. 

In the interests of regulatoiy efficiency, we have combined our responses to these two 
discovery matters into one response that addresses all of tlie information and data requests. 

Thank you for your prompt attention to this filing and you may contact me if you 
Iequiie any fuxtlier information or have any questions. 

General Counsel 

Encls. 



~~~~~~~ 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
MAR 2 0  2008 

PUBLIC SERVICE 
COMMISSION 

In the Matter o f :  

AN INVESTIGATION OF THE ADMINISTRATIVE 

ISSUES IN SECTION 50 OF 
KENTUCKY'S 2007 ENERGY ACT ) 

ENERGY AND REGULATORY ) CASE NO. 2007-00477 

RESPONSES OF THE STAND ENERGY CORPORATION 
CUSTOMER GROUP TO FIRST DATA REOUESTS 

OF DUKE ENERGY KENTUCKY AND COMMISSION STAFF. 

The Stand Energy Corporation Customer Group, pursuant to 807 KAR 5:001, hereby 

files responses to the First Data Requests of Duke Energy Kentucky, Inc. and the Commission 

Staff. 

REOUESTS FOR INFORMATION OF DUKE ENERGY KENTUCKY. INC. 

I., Referring to the top ofpage 3 of Witness Mark Ward's Testimony, please e.xplain how a 

competitive imtiiral gas nzarket wotild "better align the financial interests ofthe utili@ with the 

goals of achieving energy eflcieiicy. 

Response: When using a full-cycle analysis in evaluating efficiency from production to the 

point of energy use, a natural gas system is much more efficient than an electric system. As a 

natural gas supplier, Stand Energy Corporation encourages its customers to analyze their uses of 

energy to determine if electrical equipment and appliances can be converted from electricity and 

replaced with natural gas equipment. By replacing electrical equipment, a customer can reduce 

electrical peak demand, thus realizing lower costs for energy. The electric utility receives 

economic benefits from reduced demand such as reducing the need for construction of additional 
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power generation facilities, and environmental benefits through the reduction of carbon 

emissions that cause acid rain. 

A competitive natural gas market allows customers to obtain market prices; to hedge 

against volatile pricing; and to use gas storage to take advantage of lower summer natural gas 

prices. All of these opportunities to control energy costs can encourage customers to seek 

opportunities to replace or convert electrical equipment to natural gas. 

2 

programs that Stand Energy currently ofers to its customers in Kentticky 

Response: For the customer, the objective of demand side management and energy efficiency 

programs is to reduce their total energy budget. In Kentucky, Stand Energy offers its customers 

tlie opportunity to reduce natural gas costs through various programs. Stand Energy allows 

customers to use a gas storage program where natural gas is purchased in the summer and 

injected into storage and withdrawn from storage and burned the following winter to defray 

higher priced natural gas. Customers can also lock in the price of future gas purchases through a 

hedging program administered by Stand Energy. As a provider to several Kentucky State 

G o v e m e n t  facilities, Stand Energy has saved the Commonwealth of Kentucky hundreds of 

thousands dollars over what they would have paid their regulated utility during the same period. 

Please identi3 and describe all deniand side management ("DSM'') and energy eflciency 

In addition to the many ways that Stand Energy assists customers in lowering their life- 

cycle energy costs, Stand Energy also provides propane back-up systems that help the customer 

reduce energy costs and assists the LDC to meet delivery requirements during peak conditions 

Having the ability to call on customers to switch from natural gas to their back-up propane 

systems limits the plant investment required by the host utility 
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3. Does Stand Energy ciirrently have any plans to offer DSMor Energy Eficiency 

programs to its Kentucky ciistomeis in the next 12 niontli,s? Ijthe response is in the afirniafive, 

please list and describe such programs. 

Response: See the response to #2 above. 

4 

ciirrently offers to its ciistomers in Ohio, and in particular, in Duke Energy Ohio’s Service 

Territory 

Response: Stand Energy offers the same programs to its Duke Energy Ohio, Inc. customers as it 

offers to Duke Energy Kentucky, Inc. customers, as described in # 2 above. 

Please identify and describe all DSMnnd energy efficieiicyprograms that Stand Energy 

FIRST DATA REOUESTS OF COMMISSION STAFF 

1. 

(“Ward Testiniony’yl, page 3, line 2, and state whether Stand is included or exchided fionz that 

dejnition 

Response: The definition of “utility” in the testimony refers to entities providing natural gas and 

electricity in the Commonwealth which are regulated by the Kentucky Public SeIvice 

Commission. Stand Energy is not included in this definition. 

Provide a dejnition ofthe teivn ”iitility” as used in the testimony ojMark T Ward 

2 

page 3, line 3. 

Provide a depnition ojtlie term ”energy efficiency“ as tired in the Ward Testiinony at 
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Response: The efficiency that was referred to is the ability of customers to reduce their overall 

energy budget and tailor their energy purchases to fit their load profile and utilize capacity, for 

which they are currently paying, to purchase natural gas supplies in an open and competitive 

market. Customers believe that being given access to released capacity would allow them to 

reach or negotiate for cheaper sources of natural gas thus lowering their energy costs. 

3. 

N ~ J O I ’  local gas dishibution companies (“LDCs’S”) are not now aligned with the goals of 

achieving energy efficiency and lowcst life-cycle energy costs to all classes of ratepayers 

Explain in detail the reasons why Stand believes that the financial interests ofKentucky’s 

Response: The financial interests of the utility and the goals of energy efficiency and lowest 

life-cycle costs to all classes of rate payers are not aligned for several reasons. 

A dual energy utility may prefer a customer to use an electric sourced piece of equipment 

rather than comparable natural gas sourced equipment, because the utility receives more 

financial benefit from the use of electric equipment - - even though the use of natuIal gas 

equipment may be cheaper for the customer. 

Barring customers from entering into the open and competitive market to shop for their 

energy supplies may also benefit the financial interests of the utility but result in higher costs for 

the customer. Currently, the major gas utilities in Kentucky have barriers in their tariffs that 

preclude smaller, predominantly winter space-heating customers to avail themselves of the 

benefits of gas transportation services similar to what large industrial and commercial customers 

have been doing in Kentucky for over 20 years. This is inefficient and anti-competitive. If the 
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utilities allow their large customers to reduce life-cycle energy costs, then what legitimate 

reasons exist to bar smaller customers from the same economic opportunity? 

4 Refer to pager 2-3 of the Ward Testimony concerning the purpose ofthe testimony 

Provide a detailed explanation of how Stand's proposed changes to the rate strirctiires and tar@ 

of LDC's in Kentucky are related to aligning the financial interests ofthe utility with the goals of 

achieving energy efficiency and lowest lye-cycle energy costs to all classes ofratepnyers 

Response: As a natural gas supplier, Stand Energy Corporation encourages its ctistomers to 

analyze their uses of energy to determine if electrical equipment and appliances can be converted 

or replaced with natural gas equipment By replacing electrical equipment, the customer can 

reduce their electrical peak demand thus allowing them lower costs €or energy The electric 

utility receives economic benefits such as reducing the need for future power generation 

facilities, and environmental benefits through the reduction of carbon emissions from elecbic 

generation that cause acid rain. 

Having a competitive natural gas market that allows customers to obtain market prices; to 

hedge against volatile pricing; and to use gas storage to take advantage of lower summer natural 

gas prices; will encourage customers to seek opportwities to replace or convert electrical 

equipment to nattual gas. Current Kentucky Local Distribution Company tariffs do not allow 

smaller customers to avail themselves of choices available in the competitive natural gas msuket. 

In addition to changes to tariffs that allow smaller customers to enter the competitive 

market for their energy sources, there are also provisions in some LDC tariffs which penalize the 

conservation efforts of customers. Some tariffs charge a higher unit cost for lower consumption. 
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As an example, in one Kentucky gas LDC, a customer that uses 24,999 Mcf in one year will pay 

thousands of dollars more than a customer that uses 25,000 Mcf per year! That is not efficient 

rate design. 

5 

gas commodityf?oni a supplier other than the incumbent LDC produces energy eflciency 

Response: See the response to #2 above Also, because oil, electricity, and natural gas are all 

fimgible commodities, the principal form of competition between them with respect to product 

sales is price competition. Therefore, the tariffs for electricity and natural gas directly impact the 

price, and thexby diiectly effect the selection of which energy commodity is consumed by 

Kentucky customeis. In terms of electricity vs. natural gas, natural gas doesn't necessarily come 

out of the ground in a fungible state. Natural gas is fungible only after non-combustible gases; 

water, sediment and otha contaminants have been removed to specified gas quality levels all of 

which can increase the cost oithe natural gas commodity. 

Since natural gas is fiingible colnniodity, explain how allowing a customer to purchase its 

6. Provide copies of any reports, studies, or analyses which support Stand's claim that 

allowing sniall coniniercial and industrial customers to purchase their natural gas supplies 

through open, competitive markets results in greater energy eflciencies than ijthose custoniers 

were liniited to purchasing their gas f iom tkeir existing LDC~ 

Response: Customers should have the right to choose suppliers. A Customer's choice should 

not be artificially "limited" to the LDC because of anti-competitive tariff provisions. The 

Kentucky PSC first addressed these issues over ten years ago in the "Gas 1.Jnbundling 
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Collaborative" that arose from Administrative Case Nos. 297 and 367. In addition to the 40 page 

Report dated July 11, 1997; titled "Natwal Gas Unbundling in Kentucky"; submitted by Ralph E. 

Dennis', Assistant to the Commissioners (http://psc.ky.gov/agencies/psc/unbundle/gas.rpt pdf ) 

and available on the PSC website - - the record in those administrative proceedings contain 

orders, comments of various interested parties and minutes of meetings, all of which are 

incorporated herein by reference as if h l ly  set forth. Nothing has changed in the last 10 years: 

Small commercial customers currently do not have the ability to participate in 
transportation since the LDCs' transportation tariffs have minimum volume requirements 
to qualify, which most of these marketers believe should be removed. Any perceived 
difficulties by the LDCs in balancing for or billing small commercial customers can be 
addressed by allowing a marketer to pool small loads for delivery to the city gate. Along 
a similar vein, an LDC should not have volumetric or location restrictions on deliveiy 
points for entry of a marketer's gas supply into the LDC's system; and, aggregation of 
meters within the city gate of an LDC's system should be allowed for a customer who 
has multiple meters (fast food xestaurants, school systems, and the like). Id., Unbundling 
Report, page 9. 

7. 

Kentucky (Tolimibia KY") Choice progmm for residential and small coininercial ciistomers 

Does Stand participate in the Columbia KY Choice program? 

Refer to the Ward Testimony atpage 8. Mr. Ward disciisses the Coliimbia Gas of 

a 

Response: Stand does not participate in the Columbia Gas of Kentucky (CKY) Choice Program. 

The current CKY Choice program requires mandatory assignment of firm pipeline capacity from 

Louisiana to Kentucky. Stand would prefer to supply its Kentucky customers with Kentucky 

produced natural gas supplies and having to take pipeline capacity all the way from the Gulf of 

Mexico makes it uneconomical for customers to participate in the CKY Choice program 

b. Has Stand ever participated in the Colzinibin KI' Choice Program? 

Response: Stand did participate in Phase I ofthe CKY Choice program when assignment of 

capacity was not mandatory 

I Ralph E Dennis is now Director of Regulatory Affairs for Constellation New Energy Gas Division 
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8. 

proposes the Commission require the LDCs it regulates to make to their tarifss. 

Refer to the Ward Testimony at pages 9 and 10. Mr. Ward di,scusses the four changes he 

a. Is MY. Ward recommending that the Coinmission require alljurisdictional LDCs 

develop retail choice programs? If no, explain why.  

Response: 

for all jurisdictional LDCs, but to suggest the elimination of unrealistic barriers that currently 

exist in many of the LDC tariffs. Columbia of Kentucky’s sister company in Ohio can provide 

non-Choice transportation service to customers that use only 2,000 Mcf per year, why does CKY 

require a minimum of 25,000 Mcf for a non-Choice customer? Duke of Kentucky charges $430 

per meter per month to a small customer in Kentucky, but only charges $21 per meter per month 

to a similar customer in their Duke Ohio Company. These are examples of intentional and 

unrealistic barriers to smaller customers which are inefficient and anti-competitive. 

The purpose of the testimony was a t o  recommend a mandatory Choice program 

b. Has MI. Ward considered the inipnct his recoiiinzendations, ijreqiiired, will have 

on jurisdictional LDCs with less than IO, 000 cnstonzers? If no, e.xplain why. 

Response: The testimony was directed at the major natural gas utilities in Kentucky, however, 

even a small gas LDC of less than 10,000 customers may have some large commercial or 

industrial customers that are not allowed to choose a third party supplier. For instance, a large 

Kentucky State University in a small municipality or behind a small LDC should still have the 

ability to lower their energy costs and thus the costs to the Commonwealth of Kentucky. 

jurisdictional LDCs obtain their earnings froni the distribution of gas supplies and cannot. by 

law, profit from the comnioditv sales of natural gas. The LDCs will continue to make the same 

earnings from the distribution of gas supplies if they allow customers to Purchase their own 

natural gas supplies from third party suppliers. Giving custoiners access to the competitive 
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natural gas market may even incentivize customers to increase their natural gas usage through 

equipment conversion O K  Ieplacement. 

CERTIFICATION 

I hereby certify that the foregoing responses are true and accurate to the best of my 
knowledge, information and belief formed after reasonable inquiry. 

__ 
MARK T. WARD 

STATE OF OHIO 1 
)SS 

COUNTY OF HAMILTON) 

Signed and sworn to before me by Mark T. Ward, personally known to me, this 19th day 
of March, 2008. My commission expires March 25,2012. 

Respectfully Submitted, 

A /- 

GENERAL COUNSEL 
Stand Energy CoIporation 
1077 Celestial Street, Suite #110 
Cincinnati, OH 45202-1629 
(Phone) (513)621-1113 

,jdosker@stand-energy.com 
(Fax) (513) 621-3773 
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CERTIFICATE OF SERVICE 

I hereby certify that the foregoing was hand-delivered or mailed, first class postage 
prepaid, this 19" day of March 2008, to the following parties of record: 

Ronnie Thomas 
East Kentucky Power Cooperative 
4775 Lexington Road 
P.O. Box 707 
Winchester, Kentucky 40392-0707 

Charles A. Lile, Esq. 
enior Corporate Counsel 
4775 Lexington Road 
P.O. Box 707 
Winchester, Kentuclcy 40392-0707 
Counsel for East Kentucky Power 
Cooperative, Inc. 

Lonnie E. Bellar 
Vice President, State Regulation and Rates 
Louisville Gas & Electric Company 
E.ON U S .  Services, Inc. 
220 West Main Street 
Louisville, Kentucky 40202 

Lonnie E. Bellar 
Vice President - State Regulation 
Kentucky IJtilities Company 
220 West Main Street 
P.O. Box 32010 
Louisville, Kentucky 40202 

Mark R. Overstreet, Esq. 
Stites & Harbison PLLC 
421 West Main Street 
P.O. Box 634 
Frankfort, Kentucky 40602-0634 
Counsel for Kentucky Power Company 

Michael H. Core 
Big Rivers Electric Corporation 
201 Third Street 
P.O. Box 24 
Henderson, KY 42420 

Patty Walker 
Duke Energy Kentucky, Inc. 
139 East Fourth Street, EX 400 
Cincinnati, Ohio 45202 

John J. Finnigan, Jr., Esq. 
Senior Counsel 
139 East Fourth Street, EX 400 
Cincinnati, Ohio 45202 
Counsel for Duke Energy Kentucky, Inc. 

Kendriclc R. Eggs, Esq. 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202-2828 

Allyson K. Sturgeon, Esq. 
Senior Corporate Attorney 
E.ON U.S. LLC 
220 West Main Street 
Louisville, Kentucky 40202 
Counsel for Kentucky Utilities Company 
and Louisville Gas and Electric Company 

Dennis Howard, 11, Esq. 
Lawrence D. Cook, Esq. 
Paul D. Adams, Esq. 
1024 Capital Center Drive, Suite 200 
Frankfort, Kentucky 40601 -8204 
Assistant Attorneys General 
Lltility & Rate Intervention Division 

David F. Boehm, Esq. 
Michael L. Kwtz, Esq. 
Boehm, Ihr tz  & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202-44.34 
Counsel for Kentucky Industrial 
Utility Customers, Inc. 
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Timothy C. Mosher 
American Electric Power 
101 A Enterprise Drive 
P.O. Box 5190 
Frankfort, Kentucky 40602 

Herbert A. Miller, Jr., President 
Columbia Gas of ICentucky 
2001 Mercer Road 
Lexington, Kentucky 405 12 

J. Kevin Akers 
President, ICentuckyMd-States Division 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, Texas 75265-0205 

Joe F. Childers, Esq. 
Getty & Childers, PLLC 
1900 Lexington Financial Center 
250 West Main Street 
Lexington, Kentucky 40507 

Delta Natural Gas Company, Inc 
Glenn R. Jennings, CEO 
3617 Lexington Road 
Winchester, Kentucky 40391 

Stephen A. Sanders, Esq. 
Appalachian Citizens Law Center, Inc. 
52 Broadway, Suite B 
Whitesburg, Kentucky 41858 

Lisa Kilkelly, Esq. 
Legal Aid Society, Inc. 
416 W. Muhammad Ali Blvd., Suite 300 
Louisville, Kentucky 40202 
Attorney for POWEWACM 
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