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Please sec the attachod. Hard copicr; will follow in tlw mail. 

RT.~F'ETXNCE #: 

I hc i n f o r n ~ a t i o n  cont'lincd i n  this facsimile is confidontial and nlay also Iwr attorney -privileged. 'I'he 
iiil'ariiilitioi1 is intrndrd only for  thc usc of thc indivldunl o r  entity tci whom i t  is a d d r w c d .  l i yo11 llilvt' 
r iwivati  this f x s i m i l e  in crror, plvasc ininit*diati:ly noti fy us by 3 collcct telephone call to (606) 52% 
307.3 and re turn  the original message to us at the clddrcss above by United States mail I hank you 
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111 the hlatter of: 

COMMONWEALTH 01; KENTUCKY 

BEFQIE ’ I I - E  PUBLIC SERVICE COkfMISSION MAR 2 4  2009 
PUBLIC SERVICE 

COMMISSION 

CASE NO. 2009-00080 

RESPONSE TO INT’TIAL DATA REQUEST OF COMMlSSION STAFF 
TO CITIPOWER, I.Lc 

Coii-~es now Citiyower, LLC, (“Citipower”) by and through the undersigned 

counsc.l, and states the following response to the Initial Data Request of Commission Staff 

to Ci tipower, LLC, with regard to the above-rcfcrcnccd case numbcr: 
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Q~icstioii 1 
Page 1 of 1 

COh1hlONWEALTI-I OF KENTUCKY 
BEFORE TI-IE PL33LIC SERVICE COMkffSSION 

PUJWIASEIJ GAS ADJUSTMENT FILIKG 
OF CI'TIPQWER, LLC 

CASE NUMBER 2009-00080 

4. Rcfer to Citipower's Quarterly Report of Gas  Cost Rccovery Rate 

Calculation, filed February 23,2009. It appcarrs tha t  the price Citipotver pays Cibgas, LLC 

("Citigas") for its gas supply is based on a New York Mcrcantilc Exchangc ("NYMEX") 

Natural Gas 12-month Strip rate. Provide the rationale for Citigas basing thc price i t  

clinrgcs Citiyotver on a NYMEX Natural Gas 12-month Strip rate. 

RESPONSE: Citipolvcr has entered into a 12-rnonth contract based upon an 

averagc rate in an  attempt to level out (annualire) the rates its customers pay lor gas. AS 

thcrrcb arc only a limited number af gas producers and gas pipelines near the ~itility, this 

n v h o d  LISCS a 12-month period to averagc thc annual gas costs, based upon a published 

rate NYMEX ratc h a s  historically bccn used because it is readily available and  from a 

rcicognized and  published market. In addition, the 12-month contract bawd upon an 

average saves the utility admimstrativc expenses by not being required to negotiate, track, 

or  compu tc moving gas prices. 
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Qucstion 2a 
Page 1 of 1 

COMMONWEALTH OF KENTUCKY 
BEFORP THE PURLIC SERVICE COMMTSSION 

in the Matter of: 

PURCHASED GAS ADJUSTMENT 
FILIKC QP CI‘~lI[’OWER, LLC 

CASE NO. 2009-00080 

2. An attached letter from Citigas dated February 20, 2008 sates t h a t  

C’itipowc?r’s gas cost per Mcf \vi11 be $11 38 for April 2009 through June 20053. As support 

for the a m o u n t  of $11.38 Citigas has attached thc ”h’YMEX Natural Cas 12-Month Strip” 

for April 24, 2008. 

a. Given that Ci t ipwer  is proposing an effective date of April 1, 2009 for its 

gas cost adjustment filing, explain why the NYMEX Natural Gas 12-Month Strip for April 

24, 2008, which appears to cover the 12 month5 ending March 2009, is being used for  the 

expected cost of gas. 

RESPONSE: The effective date of the existing twelve-month contract is May 1, 

2008 ending April 30, 2009. As Citipower docs not yct have an agrccment in placc for 

hlav-Junc 2009, i t  is seeking a price approval far tlic cxteiision of the current contract unlil 

a J I ~ W  contract is in placc. Due to projected gas dcmands, in light of local production, 

C’itipoiver is in negotiations with a third party supplier of gas at an offered rate of $ S J O  

p w  ninibtu plus the actua1 cas t  of natural gas delivered (based on the  

‘TennesseulLouisiana 800 leg index). This would bc $9.0464 as  of hlarch 24, 2009 as 

quoted by the Intercontinental Exchange, 

’ ‘ 6  . 
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Querition 217 
ragc 1 of 1 

COh4MONMTEALT13 OF KENTUCKY 
BEFOP? T € E  PUBLIC SERVICE COMMlSSION 

111 thc Matttv- of: 

J'LJRCI.IASED GAS ADJUSTMEN1~ 
FII,ING OF CITIPOWER, LLC 

CASE NO. 2009-00080 

i 

. .  

8 '  

I 

2. An attached Ietter from Citigas dated February 20, 2008 states that 

Citipower's gas cost per blcf nrill be $1 1.38 for April 2009 through June 2009. As support 

for thc amount  of $11.38 Citigas has attached thc "NYMEX Natural Gas 12-Month Strip" 

fur April 24, 2008. 

b8 In that same lettcr, a BTU factor uf $2.28 is addcd to thc "Gas cost per Mcf" 

of $11.38. Should the $11,38 actually he labeled as the "Gas cost per Dh? If no, explain 

why a B'IU factor is needed to arrive at a final price. 

RESPONSE: Thc 12 month contract betwecn Citigas and Citipowcr providrs for 

VCF: price plus il 1.2 RTU factor. 'This has hccn the historical calculation in  ordcr to 

provide the heating value in excess of 1000 Rtu per Mcf of produced natural gas. As 

certain locals provide varieties of Btu's per Mcf, this calculation assures an adcquate 

heating value for dclivercd gas. Citipower docs not believe it is necessary to lahcl the gas 

as a "cost pcr Dh". 

I 7  
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COb.IMOI\J'W E AL'I 'H OF W N ' I  U CKY 
BEFORE THE I'UBLIC SERVICE COMMISSION 

In thc h4atter of: 

R b r t  L. Brown I11 
1005 South blain Street 
Corbin, Kentucky 40701 
Telephone: (606) 523-3073 
Attorney for Citipower, LLC 

CER'I'IPICATE 

I hcrcby certify that the above and foregoing was on the8@ciay of March 20n9, 
served by faxing and mailing the original and ten (10) true and exact copies of same, all 
postage prepaid, addrcsscd for delivery to: 

hlr. Jeff Derouen 
1. sccut ive Directcsr 
CX)MhlONWEA LTtI  OF KENlUCKY 
PUBLIC SERVICE COMhlISSION 
211 Sower Building 
1'. 0. B O X  61 5 
Frdnkfort, Kentucky 40602 

And by mailing a true and corrcct copy to: 

I1011. Jack Conway 
Attorney Gcncral 
'1024 Capital Center Drive 
Sultc~200 
Frankfort, Kentucky 40601-8204 

I 


