March 30, 2009

M. Jeff Derouen

Executive Director
Commonwealth of Kentucky
Public Service Commission
211 Sower Blvd.

PO Box 615

Franlkfort, KY 40602-0615

Re:  Case No. 2008-00408

Dear Mr, Derouen:

Columbia Gas®
of Kentuc
A NiSource Company

Enclosed for filing are ten (10) copies of Columbia’s responses to Staff’s Initial bata Requests (dated
March 16, 2009) in Case No. 2008-00408. Should you have any questions, please give me a call at
614.460.4648.

Stephen B. Seiple
Attorney for

Columbia Gas of Kentucky, Inc.

Attachment

cc:  Hon. Richard S. Taylor

Parties of Record




Kentucky PSC — Case No. 08-00408
Staff Data Request 96 (a)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 96 (a):

With reference to page 2, lines 14 through 23, and page 3, lines 1 through
6, of the Joint Direct Testimony of Glenn R. Jennings (“Joint Testimony™), address the
following:

a. Explain how separating fixed-cost recovery of base or delivery
charges from the volume of sales is a move toward decoupling.

Response:

The concept of decoupling refers to measures designed to break the link between
the recovery of a utility’s fixed costs and its throughput. Throughput can vary due to
weather, customer behavior, increased equipment efficiency, and other conservation
measures. Recovering fixed costs via a volumetric rate leads to over or under recovery of
these costs in times of increasing or decreasing throughput. By recovering fixed costs
through a fixed charge the link between fixed cost recovery and throughput is broken.
The utility is not harmed by declining use so there is no disincentive to promoting
conservation.



Kentucky PSC — Case No. 08-00408
Staff Data Request 96 (b)
Respondent: Mark Balmert

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009
Data Request 96 (b):
With reference to page 2, lines 14 through 23, and page 3, lines 1 through
6, of the Joint Direct Testimony of Glenn R. Jennings (“Joint Testimony™), address the

following:

b. Identify the amount and percentage increase in the residential
customer charge requested in the last rate case.

Response:

$5.80 increase (from $6.95 to $12.75). 83.5% increase. (Case No. 2007-00008)



Kentucky PSC — Case No. 08-00408
Staff Data Request 96 (¢)
Respondent: Mark Balmert

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009
Data Request 96 (¢):
With reference to page 2, lines 14 through 23, and page 3, lines 1 through
6, of the Joint Direct Testimony of Glenn R. Jennings (“Joint Testimony™), address the
following:

c. Identify the amount and percent increase in the residential customer charge
granted in the last rate case.

Response:

$2.35 increase (from $6.95 to $9.30). 33.8% increase. (Case No. 2007-00008)



Kentucky PSC — Case No. 08-00408
Staff Data Request 96 (d)
Respondent: Mark Balmert

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009
Data Request 96 (d):
With reference to page 2, lines 14 through 23, and page 3, lines 1 through
6, of the Joint Direct Testimony of Glenn R. Jennings (“Joint Testimony”), address the
following:

d. Identify the amount and percent increase in the residential customer charge
identified in the utility’s most recent cost of service study.

Response:

$9.35 increase (from $6.95 to $16.30). 234.5% increase. (Case No. 2007-00008)



Kentucky PSC — Case No. 08-00408
Staff Data Request 96 (e)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 96 (e):

With reference to page 2, lines 14 through 23, and page 3, lines 1 through 6, of the Joint
Direct Testimony of Glenn R. Jennings (“Joint Testimony™), address the following:

e. Describe how the current rate designs promote energy efficiency.
Identify each such rate design. Identify the annual Mcfs or Btus that the utility es-
timates are displaced by each rate design.

Response:

Columbia’s current rate design is a combination of fixed and variable charges for base
rates. The commodity gas cost, being the larger percentage of a customer’s bill, is a
volumetric charge. A customer has an incentive for energy efficiency because lower us-
age results in a lower bill. However, the rate design does not provide the same incentive
for a utility to promote energy efficiency programs. The company’s financial well-being
is enhanced by greater customer usage because of the variable component of its base
rates. Looking purely at rate design, the financial interest of the customer and the utility
are at odds when it comes to energy efficiency. In Columbia’s last rate case, the parties
recognized this conflict and placed the recovery of the allowed increase entirely in the
fixed charge component of Columbia’s base rates. However, a part of Columbia’s fixed
costs are still dependent upon a variable rate for recovery. A rate design that removes this
volumetric dependency would allow the financial interests of the utility and the customer
to become more aligned. Incentives to provide programs and promote energy efficiency
and conservation such as are contemplated in KRS 278. 285 would then be more atirac-
tive for all.

Columbia does not have any estimates of the volumes displaced by rate design. It does
have evidence of declining customer usage.



Kentucky PSC ~ Case No. 08-00408
Staff Data Request 97 (a)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 97 (a):

With reference to page 3, lines 7 through 23, and page 4, lines 1 through
12, of the Joint Testimony, address the following:

a. Explain in detail how “Rate Stabilization” or an “Annual Rate
Review mechanism” will promote energy efficiency.

Response:

Rate Stabilization or an Annual Rate Review Mechanism in and of itself would not pro-
mote energy efficiency. It is one means that would better align the financial interest of the
utility and customer in viewing energy efficiency because the utility would have a
mechanism in place to adjust for lost revenues and would not be negatively impacted by
reduced consumption. This would remove the existing financial disincentive that utilities
have to pursue energy efficiency programs.



Kentucky PSC - Case No. 08-00408
Staff Data Request 97(b)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 97(b):

With reference to page 3, lines 7 through 23, and page 4, lines 1 through
12, of the Joint Testimony, address the following:

b. If the utility believes that “Rate Stabilization’’ or an “Annual Rate

Review mechanism” will promote energy efficiency, identify the annual amount
and percent of Mcfs or Btus the utility estimates such mechanisms will displace.

Response:

The estimates of volumes displaced would be dependent entirely upon the DSM
programs that a utility might offer. Columbia has no current estimates.



Kentucky PSC ~ Case No. 08-00408
Staff Data Request 97(c)
Respondent: Mark Balmert

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 97(c):

With reference to page 3, lines 7 through 23, and page 4, lines 1 through
12, of the Joint Testimony, address the following;

c. Describe in detail what would be required to decouple base rate revenues from
sales volumes by placing recovery of fixed costs entirely in the monthly customer
charge.

Response:

Assuming the request is for the residential customer class only, the following formula
incorporates the billing determinants used to design currently approved base rates for rate
schedules GSR (Residential Sales Service) and GTR (Residential Choice Transportation
Service) in Case No. 2007-00008.

Rate
Schedule
GSR
GSR
GTR
GTR
Total

No. of Volumes
Bills (Mcf) Rates
Customer Charge 1,198,356 $9.30/Mo.
All Gas Consumed 6,701,739.9 $1.8715/Mcf
Customer Charge 325,805 $9.30/Mo.
All Gas Consumed 2,091,711.7 $1.8715/Mcf
1,524,161

Calculated Customer Charge to collect all fixed delivery charges = $20.09/Mo.
($30,631,642 / 1,524,161)

Revenue
$11,144,711
$12,542 306

$3,029,987

$3.914.638
$30,631,642


http://decouq.de

Kentucky PSC — Case No. 08-00408
Staff Data Request 97(d)
Respondent: Mark Balmert

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 97(d):

With reference to page 3, lines 7 through 23, and page 4, lines 1 through
12, of the Joint Testimony, address the following:

d. Describe how weather normalization encourages the Joint LDCs to promote
energy efficiency.

Response:

A weather normalization adjustment (WNA) works to mitigate the impact of weather
variations in the recovery of non-gas costs. Base rates are established using “normal”
weather. This is a benefit for the customer and utility. A WNA by itself does not promote
energy efficiency, nor does it protect the utility from usage erosion caused by customer
conservation. It simply mitigates the effects of cost recovery caused by warmer or colder
than normal weather. However, the absence of a WNA would simply amplify the disin-
centive for a utility to promote customer conservation during warmer than normal
weather.



Kentucky PSC — Case No. 08-00408
Staff Data Request 98(a)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 98(a):

With reference to the Joint LDCs discussion of decoupling, address the
following:

a. Current literature describes a myriad of decoupling mechanisms. If
applicable, describe specifically the form of decoupling the Joint LDCs support.

Response:

The Joint LDCs have most recently supported an annual rate review mechanism
in the General Assembly. This is one form of decoupling. The goal of any decoupling
plan is to break the dependency upon a volumetric rate to recover costs. Columbia does
not believe that this is the only reasonable way to address decoupling.



Kentucky PSC — Case No. 08-00408
Staff Data Request 98(b)
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 98(b):

With reference to the Joint LDCs discussion of decoupling, address the
following:

b. Explain how the decoupling form supported by the Joint LDCs
differs from the recovery of fixed costs entirely from per-unit fixed rates.

Response:

One of the decoupling forms supported by the Joint LDCs on Page 4, Lines 5 through 8
of testimony, is the recovery of fixed costs entirely in the monthly customer charge rather
than a per unit rates for delivery charges. The Joint LDCs interpret per unit rates as
volumetric rates.



Ntait Data Kequest Y9
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 99:

Explain whether or not the Joint LDCs believe the DSM Surcharge
authorized by KRS 278.285 needs to be supplemented by a decoupling provision.

Response:

The Joint LDCs believe that the DSM Surcharge would benefit from a decoupling
provision, in order to better align the interests of the Company and its customers. A
decoupling provision would mitigate the impact on fixed cost recovery from customers
who undertake conservation measures outside the Company’s DSM program.



Kentucky PSC — Case No. 08-00408



Kentucky PSC - Case No. 08-00408
Staff Data Request 100
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009

Data Request 100:

With reference to the new PURPA Standards of EISA 2007, Section

532( b)(6)( B)(i1), referring to the provision of incentives for the successful management
of energy efficiency programs, identify and describe any incentive the Joint LDCs
believe is needed in addition to those authorized by the DSM statute, KRS 278.285.

Response:

At this point, Columbia is not aware of any additional incentives.



Kentucky PSC — Case No. 08-00408
Staff Data Request 103
Respondent: Judy Cooper

COLUMBIA GAS OF KENTUCKY
RESPONSE TO STAFF DATA REQUEST DATED
MARCH 16, 2009
Data Request 103:
Identify all DSM programs offered by Columbia. Identify the amount of
Mcfs or Btus that the utility estimates are displaced by each program.

Response:

Columbia has not yet sought Commission authorization for any DSM programs and
therefore has no estimates.



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Responses of Columbia Gas of Kentucky,

Inc. fo Staff’s Initial Data Requests was served upon all parties of record by regular U. 8. mail

this 30" day of March, 2009.

Allen Anderson

Manager

South Kentucky R.E.C.C.
PO Box 810

925-929 N. Main Street
Somerset, KY 42502-0910

Carol H. Fraley
President & CEO
Grayson R.E.C.C.
109 Bagby Park
Grayson, KY 41143

Ted Hampton

Manager

Cumberland Valley Electric
Highway 258

PO Box 440

Gray, KY 40734

Kerry K. Howard
General Manager & CEO
Licking Valley R.E.C.C.
PO Box 605

271 Main Street

West Liberty, KY 41472
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Steph/en B. Seiple
Attomney for
COLUMBIA GAS OF KENTUCKY INC.

SERVICE LIST

Lonnie E. Bellar
VP — State Regulation
Kentucky Utilities Company
220 West Main Street

“PO Box 32010
Louisville, KY 40202

Mark David Goss
Frost, Brown, Todd
250 West Main Street
Suite 2700

Lexington, KY 40507

Larry Hicks

General Manager

Salt River Electric Cooperative Corp.
111 West Brashear Avenue

PO Box 609

Bardstown, KY 40004

Honorable Dennis G. Howard 1T

Assistant Attorney General

Office of the Attorney General — Utility &
Rate

1024 Capital Center Drive, Ste. 200
Frankfort, KY 40601




Errol K. Wagner

Director, Regulatory Services
American, Electric Power
101A Enterprise Deive

PO Box 5190

Frankfort, KY 40602

David A. Spainhoward

Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42419

Paul G. Embs

President & CEO

Clark Bnergy Cooperative, Inc.
PO Box 748

2640 Ironworlks Road
Winchester, KY 40392-0748

Robert Marshall

President & CEO

East Kentncky Power Cooperative
4775 Lexington Road

PO Box 707

Winchester, KY 40392-0707

Debbie Martin

President & CEO

Shelby Energy Cooperative
620 Old Finchville Road
Shelbyville, KY 40065

Christopher S. Perry

President & CEO

Fleming-Mason Energy Cooperative
PO Box 328

Flemingsburg, KY 41041

Honorable Scott H DeBroff
Attorney at Law

Rhoads & Sinon, LLP

One South Market Square
PO Box 1146

Harrisburg, PA 17108-1146

Homnorable Michael L. Kurtz
Attorney at Law

Boehm, Kuriz & Lowry

36 East Seventh Street

Suite 1510

Cincinnati, OH 45202

Mark Martin

VP Rates & Regulatory Affairs
Atmos Energy Corporation
3275 Highland Pointe Drive
Owensboro, KY 42303

Burns E. Mercer

President & CEO

Meade County R.E.C.C.

PO Box 489

Bradenburg, KY 40108-0489




Michael L. Miller

President & CEQ

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY 42701-6767

Bill Prather

Farmers R.E.C.C.
504 South Broadway
PO Box 1298
Glasgow, KY 42141

James .. Jacobus
President & CEO

Inter-County Energy Cooperative Corp.

1009 Hustonvilie Road
PO Box 87
Danville, KY 40423-0087

Daniel W. Brewer

President & CEO

Blue Grass Energy Cooperative Corp.
PO Box 990

1201 Lexington Road

Nicholasville, KY 40340-0990

Sharon K. Carson

Finance & Acct’g Manager
Jackson Energy Cooperative
115 Jackson Energy Lane
McKee, KY 40447

Barry Myers

Manager

Taylor County R.E.C.C.
100 West Main Street

PO Box 100
Campbellsville, KY 42719

Sanford Novick
President & CEO
Kenergy Corp.

3111 Fairview Drive
PO Box 1389
Owensboro, KY 42302

Mark Stallons

President & CEO

Owen Electric Cooperative
8205 Highway 127 North
PO Box 400

Owenton, KY 40359

Honorable Tyson A. Kamuf

Attomey at Law

Sullivan, Mountjoy, Stainback & Miller
100 St. Ann Street

PO Box 727

Owensboro, KXY 42302-0727

John B. Brown

Chief Financial Officer & Treasurer
Delta Natural Gas Company

3617 Lexington Road

Winchester, KY 40391

Roceo D’ Ascenzo
Duke Energy Kentucky
PO Box 960

139 Bast 4™ Street
Cincinnati, OH 45201

G. Kelly Nuckols

President & CEO

Jackson Purchase Energy Corp.
2900 Irvin Cobb Drive

PO Box 4030

Paducah, KY 42002




Bobby D. Sexton

President / General Manager
Big Sandy R.E.C.C.

504 11™ Street

Paintsville, KY 41240




