COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN INVESTIGATION OF THE IMPACT )

OF THE FEDERAL ENERGY REGULATORY )

COMMISSION'S ORDER 636 ON KENTUCKY ) ADMINISTRATIVE
CONSUMERS AND SUPPLIERS OF ) CASE NO. 346
NATURAL GAS )

O R D E R

IT I8 ORDERED that local distribution companies ("LDCs") and
any other party wishing to address these lssues shall file an
original and 12 coples of regponses to the following requests for
information within 25 days of the date of this Order.

1, Describe the LDC's experience during the 1993-94 heating
season. Speclfically include the followlng:

a, What were peak day sales requirements?

b. What were peak day transportation requirementa?

c. What were peak day sources of supply?

d. what problems did the LDC experience with its
suppliers of gas?

e.  How often was customer-owned gas used to meet peak
day supply? How many customers and in what volumes?

£. Wae pipeline capacity sufficient to the citygate to
meet all salese and transportation demands without interruption on
the distribution side? If not, how were these demands met and/or

reduced?



g. Was distribution capacity sufficlent to meet all
sales and trangportation demands without interruption? If not, how
were these demands met and/or reduced?

h, Were residentlal customers interrupted?

i. Were non-residential flrm sales customers
interrupted?

3. Were interruptible sales customers interrupted?

k. Were firm transportation customeras interrupted?

1, Were interruptible transportation customers
interrupted?

m. What was the longest period of Interruption?

n. Were the Iinterruptions in accordance with the
provisions for interruption outlined In the tariffs on file at the
Commission?

2. What was the LDC's load factor during the periods May 1,
1993 through September 30, 1993 and October 1, 1893 through
April 30, 19947

3. Describe what programs or actions the LDC has consldered
or taken regarding load shifting, load bullding, or rate design
changes to £1i11 any valleys or level any peaks in its load during
the past Eive calendar years (1990 through 1994).

4, Should LDC gas supply contracts be held confidential in
whole or in part and why?

5. Who benefits and who is at risk from confldentliallty of

gas supply contracts?



6. who benefits and who In at risk from publie disclosure of
gad supply contracta?

7. If confidentiality of gas supply contract information is
grantod, should it be permanent or for some stated period of time?

8. Are minimum volume reguirements for tranaportation
conducive to an open access transportation policy?

9. Should minimum volume regulirements for transportation be
abolighed? wWhy?

10, What incremental coets are involved 1in offering
trangportation gservice to loads smaller than the currently approved
minimums?

11, What arce the advantages/disadvantages of a case-by-case
approach to approving minimum volume reguirements as opposed to
approving a generic raguirement for gas transportation?

12. How might a reasonable generic minimum be determined?

13, Theoretically, how small a locad is too small for gas
transportation?

14, How can an LDC maximize its firm pipeline capacity?

15, What are the advantages/disadvantages of capacity
release?

16. Can innovative pales sgervices targeted at large-volume
transportation customers be as valuable to those customers as
capacity release?

17. Is it reasonable for LDCs to hold year-around reserve
margins of capacity?

a. What is a reascnable capacity reserve margin?
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b. How might it vary seasonally?

c. How might it be affected by storage injections/
withdrawals?

d. How is interruptible capacity considered in
determining a capaclty reserve margin?

13. bencribe how the LDC is accopunting Eor capacity it has
had assigned to it. Include the accounting entries made to
recognlze the assignment,

a. How is the LDC valuing assigned capaclity?

19. How does the LDC propose tco account for any revenues
and/or purchases of released capacity? Include sample accounting
entries for both the sale and purchase of capacity,

20. Are incentive mwmechanisms appropriate for capacity
release? Describe,

21, What are the advantages/disadvantages of release or
assignment of storage capacity?

22, What is the most appropriate method of pricing released
capacity?

23, To the extent the LDC has had unused £irm capacity on an
interstate plpeline, has the LDC "marketed” any of its capacity to
any of the LDC's large volume end-users pricr to releasing such
capacity through the pipeline's capaclity release program? Have any
of these customers propeosed such a service to the LDC?

24. What obligation should an LDC have to provide sales
service to a customer that has chosen transportation service?

25, What obligation should an LDC have to provide sales
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gervice to a customer that has switched to an alternate form of
energy?

26. Should sales of sayatem sgupply gas to transportation
customers be made through standby or agency services only?

27. What are the advantages/dlsadvantages of combination
services {i{.e., transportation service with the underlying right to
"swing" back onto sales servicel?

28, Should a transportatiocon customer be able to acquire firm
transportation capacity on the LDC's system without a requirement
to pay for standby gas supply or have an alternate fuel backup?

29, Should all transportation customers classifled as human
needs be required to have an alternate fuel backup or be required
to contract with the LDC for some level of gas supply in order to
Quallfy for transportation on the LDC?

30, Should tranasportation customers clasgsified as human needs
be required to have firm delivery to the gitygate in order to
gquallfy for transportation on the LDC?

31. Should a transportation customer be able to acquire
interruptible transportation capaclty on the LDC's system without
a requlirement for any type of standby or backup supply?

iz, Should the LDC be requlired teoc wverify that an
interruptible customer either has alternate fuel options or that it
can withstand Interruption? FPor what types of customers, 1f any?

33, Is inclusion in the utilities' tariff adequate or should

interruptible contracts also address such issues as Interruption



due to supply vorsus capacity constraints, compensation for use of
customer~owned gas, etc?

34. In Adninigtrative Case No. 297,! the Commission outlined
pricorities of mervice finding that, in general, firm sales and firm
transportation should always be awarded a higher priority than
interruptible sales and interruptible transportation. The
Commission further stated,

It is reasonable that when a supply shortage
develops, the one using that supply should be
curtailed. If the shortage is in sales syatem
gas supply, then the sales customers ahould be
curtailed in order of priority given |in
approved curtallment procedures, 1£ the
supply shortage is in gas which the LDC merely
transporta, then the trangportation customer
or customers whose supply ia diminished should
be curtalled.

S8hould the need for curtallment arise because

of facility constralints, £firm customers--be

they sales or transportation--should have

priority over interruptible customers. Within

this division, priority should be assigned as

in the company's approved curtailment

procedures.

Are these priorities of @service consistent with
customers’ expectations in today‘'s gas industry?

3s, Do LDCs have the ability in place to know at any point in

time, where the gas i3 coming from at each citygate delivery point

and for whom that gap is being delivered?

t Adminlstrative Case No, 297, An Investigation of the Impact of
Federal Policy on Natural Gas to Kentucky Consumers and
SBuppliers, Order dated May 29, 1987.
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36. Under what circumatances nmight an LDC not deliver a
transportation customers' gas which reaches the citygate?

37. In response to the Commission's June 8, 1993 Order, non-
LDC marketing/consulting companies ralsed the issue of an unlevel
playing field between themselves and LDCs in competing for large
volume end-user sales and transportation services. In particular,
the issue of cross-subsidization of costs was mentioned: between an
LDC and ita marketing affiliate; or, in the abaence of an
affiliate, with LDC personnel who perform marketing functions to
serve large volume end-users with related costs being recovered
from all ratepayers.

a. Should an LDC and its marketing affiliate be
required to separately maintain revenues and expenses related to
sales versus transportation services? How?

b. Should an LDC and its marketing affiliate be
required to separately maintain revenues and expenses related to
gerving large volume end-userg versus residential/small commercial
customers? How?

C. Should an LDC without a marketing affiliate separate
revenues and expenses related to serving large volume end-users
from revenues and expenses incurred to gerve the residential/small
commercial market?

38. Should there be a rebuttable presumption that competition
exigtes in gas sales service t0o large volume end-users and the
existing regqulation of such service be removed or replaced?

Explain.



39, Describe the impact on the LDC of comblning multiple
delivery points on the LDC into a single delivery point for
purposés of nominations and qualifying for tranaportation on the
LDC.

40, Recently enacted House Bill 501 enables a utility to
propose demand-side management {"DSM") planas which include the
recovery of DSM costs, revenues lost due to DSM programs, and
financial incentives, Explain whether this statute removes the
disincentives for engaging in DSM programs that may have exlisted
prior to its enactment.

41. In response to Item 48 of the Commiselon’'s June 8, 1983
Order, The Union Light, Heat and Power Company ("ULH&P") stated,
Furthermore, given current pipeline capacity,
reducing gas usage on both a peak day and
annual basis through conservation may slmfly
cause the fixed coats for pipeline
transportation to be re-allocated over a

emaller volume thus requiring higher rates.

a, Explain whether the statement posed by ULHiP
describes a ghort-term or long-term msituation.

b. Describe the process and likelihood of gas utilities
reducing their contract demand by amounts equal to actual or
projected reductions in customer gas usage resulting from the
implementation of cost-effective DSM programs.

c. Describe any means by which the LDC might defray tha

reallocation of fixed costs.



42, Dencribe how a gas utllity will determine and demonstrate
the copt-affectivenens of proposed DSH programa under the followlng
scenarions

a. DSM programs are develeped and evaluated wlthin an
integrated rescurce planning process.

b. DSM programs are devalopad and ovaluated ocutside of
an integrated resource planning process.

43. Explaln whether it is reasonable to dovelop and evaluate
D8BM programs outmide of a long-term integrated resource planning
process, in which all pupply-side and demand-side resource options
are conslidered,

44, Bectlion 115 of the Energy Pollioy Act of 1992 requires the
Commisalon to conaider the implemantation of two federal standards
by gas utlilities: Integratsd resource planning and lnvestments in
congervation and demand managemont. A copy of this sectlon ls
appended to thls Order.

a, Digcunp fully whothor or not the Commisslion should
implement thene standards.

b, Explain how the recent enactment of Houge Blll 501
affects the need to implement these standards in Kentucky.

45. With the unbundling of pervices in the natural gas
industry, is it possible that some cost cavings from a particular
DSM program may not entirely flow through to the LDC? If yves, how
should this be addregsed in the ocost-offectiveness tests of

propopsed DBM programu?



46. Explain how a gas utility's avoided costs should be
estimated.

47. Describe cost-effectivenesas teasts that should be used to
evaluate potential DSM programs.

48, For calendar year 1993, list each storage field owned by
the LDC by name and location (county); and for each month, liat the
amount of gas (Mcfs) injected and withdrawn.

49. What months define the injection and withdrawal periocda?

50. For each field, provide the total amount of gas injected
during the most recent injection period completed; the amount of
working gas availablae on the first day of the withdrawal period;
and the percentage difference hetween the two amounts.

51, For each field, provide the ending balance (Mcfa) at the
conclusion of the most recent withdrawal period completed, and the
percentage of working gas at that point in time rapresented by the
ending balance.

52, During the most recent withdrawal pericd, were the LDC's
lines which connect each of the storage flelds to the dimtribution
syptem at capaclty each day? If not, what was the average capacity
on the lines per day and per month (by group per storage fleld)?

53. During the most recent lnjection periecd, ware the LDC'se
lines which connect each of the storage fields to the distribution
system at capacity each day? If not, what was the average capacity

on the lines per day and per month (by group per storage field)?
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54, Thiv queation shall be anawered by LG&E., In reaponae to
Itom 24{e) of the Commlamion'sm June &, 1993 Order, LGLEL provided
the cost to operate and maintain ites atorage filelda,

a. why should the operatlion and malntenance expenaes be
divided by total throughput?

b For purposesn of determining ptorage fiaeld operation
and maintenance costs, shouldn't the throughput amount be only gas
which la actually cycled in and out of the mtorage fielda? If not,
why?

. Why should throughput be limited to only with~
drawals? Aron't thore operations and maintenance expendea related
te injection of gas into storage fieldas?

d. Why mhould transportation volumea be included in
total throughput?

55. This question shall be answered by WKG., In its response
to Item 17(b) of tho Commigsion's June 8, 1993 Order, WKG mtated it
did not wish to reduce lta inteorstate firm contract demand with
local production wsince {ts "local production contracts . . . are
unable to fully dellver at the increased pressures . ., . during
peak conditiong."

a, How much gae did WKG purchase from Kentucky local
producers during calendar year 19937 How many producers? What
percentage of WKG's 1993 purchases is ropresented by purchases from

Kentucky local producara?



b, Do contracts between WKG and Kentucky local pro-
ducers allow WKG to only purchase such gas during the heating
season months (October - April}?

c. What prevents WKG from purchasing gas from Kentucky
local producers during the period May - September of any particular
year?

56. This question shall be answered by WKG., In response to
Item 24 of the Commission's June 8, 1993 Order, WKG provided
certain information related to its gas storage fields. WKG
described the use of Kirkwood Springs as serving Princeton, Dawson
Springs, and Cadiz during "extreme load regqulrements,"

a. Explain why the injection/withdrawal amounts were so
low during 1991 and 1992.

b Does the difference between the fleld's working
capacity (223,000 Mcfs) and its withdrawal/injection levels during
199) and 1992 mean the fleld is under utilized?

c. Provide the derivation for the $50.08/Mcf annual
storage field average cost for operations and maintenance expenses,

Done at Frankfort, Kentucky, this 17th day of August, 1994,

PUBLIC SERVICE COMMISSION

6 f d CQL

For the Commiasion /

/

ATTEST:

AN Ml

Executive Director




APPENDTY

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION TN ADMINISTRATIVE CASE NO. 346
BATED AUGUST 17, 1994

SEC. HS. ENCOURAGEMENT OF INVES AT UNSERVATHINY AN
ENERGY EFFICIENCY BY Glgﬁfffg‘fl?lﬂég CONSERVATION AND
(u) DeprviTions. —Section 302 of the Public Utility Regulato
Pulicies Act of 1978 (15 U.S.C. 3208) is amended by adding the fol.
lowing at the end thereof

“(9) The term ‘integrated resource planning' means, in the
case of a gas utility, planning %the use of any standard, regu.
lation, practice, or policy to undertake a systemaltic comparison
bettveen demand side management measures and the supply of
gas by o gus ulility to minimize life-cycle costs of adeguate and
reliable ulility services to gas consumers. Integrated resource
planning shall take into account necessary features for system
operation such as diversity, relichility, dispatchability, and
other facturs of risk and shall treat demand and supply to gas
consumers on a consistent and integrated basis,

(10} The term ‘demand-side management' includes energy
conservation, encryy efficiency, and load management tech.
nigques."
tb) In GenerAL —Section 3040) of the Public Utility Regulato

Policies Act of 1978 (15 U.8.C. 3202) is amended by innérll’nit at H,I:Z"
end the following new paragrophs:

"(3) INTEGRATED RESOURCE PLANNING.—Each gas utility
shall employ, in order to provide adeguate and reliable service
to its gas customers at the lowest system cost. All plans or fil-
ings of a Stale reguluted gas utility before a State regulato.
authority lo meet the requ rements of this paragraph shall (A)
be updated on a regular basis, (B) provide the opportunily for
public participation and comment, (C provide fgr methods of
validating predicted performance, and (D) conlain a require-
ment that the plun be implemented after approval of the State
regulatory authority. Subsection (c) shall not apply to this para-
graph to the extent that it could be construed tu require the

State regulatory authority to extend the recond of a State pro.

ceeding tn nubmitting reports to the Federal Government,

) INVESTMENTS IN CONSERVATION AND DEMAND MINAGE
sment --The rates charged by any State regulated gus ntility
shatl be such that the ulitity'’s pricdent iuvestments in, and ex-
pesdstures for, energy conservalion and load shifting programas
and finr other demand-side munagement measures which are
consistent with the {imiinm and purposes of the Energy Policy
Act of 1992 are ot least as profituble taking into acceount the
rhesnie dust due to rediced sales resulting from such programs)
us prudent tnpestments in, and expenditiires for. the ucquisition
or construction of supplies and facilities. This objective require
that (A) regulators link the utility’s net revenues. at least in
part, to the utility'’s {;wrf'ormunw in implementing cost-effective
programs promated by this section; and (B) regulators ensure
thai, fior purposes of recorering fixed costs, including fte quthor.
izedd return, the utility'’s :-rfgrmum‘r {v not affected by redue.
tions in it retail sules volumes. "

(et Istpact on Smalt BUSINgss.--Svction S0 of such Act is
uFu-ml;-;i by inserting the following new subsection at the end there
)

el Suarl Brsavess Iapacrs - I o State cegulitary anthorddy
smplements a standard established by subsection (b (1) or (4), sm":
authority shall—

“t1) consider the intpact that implentertotion of such stand
ard twould have on amall businesses engaged in the design, sale,
suppdy, installation, ur servicing of energy conservation, envrgy
efficiency, or other demand-side management measures, and

21 irnplement such standard 5o 08 fo assure that utility
arctions would not provide such utilities with unfair competitive
atfvantuges over such smnall businesses. .

() Ervective Date, —Section 307l rg such Act (s amended by
inserting "“tor after the enactment of the Energy Policy Act of 1492
in the case of standards under paragraphs (31 and (§) of subsection
(hit" after “Act” and by striking out “standard established by sub-
section (Bx2V"" in paragraph ¢2) and inserting “sinndards cstublished
by paragraphs (2, (3) and 14} of subsection (bl

(e} Reporr.—The report under section [Hie) of thiv Act Traus
mitted by the Sevrotary of Enerpty to the President and to the Con.
press shall contain a survey of all State lnes, regulutions, practices,
and policies under which State regulutory aithorities smplement
the provisions of paragraphs (3) and (§) of section JONb) of the
Public Vulity Repulatory Polivies Act of 1378 The report shall in
clude un analysin, prepared in conjunction, twith the Federal Trsde
Commission, of the competitive impact of implementation of cuergy
conservation, energy efficiency, and other demand ssde manugement
programs by gas utililies on small businesses engaged in the design,
sale, supply. installation, or servicing of similar energy conservation,
eneryy efficiency, or other demand-side munagement neasures and
u'hﬂ):ur any unfair, deceptive, or predatury ucls or practices exist, or
are likely to exist, from implementation of such programs.




