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JOINT MOTION

Come now Western Kentucky Gas Company ("Western"), a division of

Atmos Energy Corporation and the Attorney General of the Commonwealth nf

Kentucky, by and through his Office for Rate Intervention (the 'Attorney General" )

and )ointly move the Kentucky Public Service Commission for approval of the

attached Settlement Agreement which has been duly executed by Western and

the Attorney General.

Respectfully submitted this ~/day of February, 20+0

Mark R. Hutchinson
1700 Frederica Street
Suite 201
Owensboro, Kentucky 42301
Attorney for Western

//8&/,7
Aooiotont Attorney oneroi
Capital Center Dnve
Suite 200
Frankfort, Kentucky 40601



CERTIFICATE OF SERVICE

This is to certify that on the ~/ day of February, 2002, the original of this
Motion, together with len ( 1 Q) copies, weu iiluii willi iiie Kuiiluuky public 3ei vice
Commission, 211 Sower Blvd., P.O. Box 615, Frankfort, Kentucky 40602

Elizabeth E. Blackforg'
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Case No.
2001-317

SETTLEMENT AGREEMENT

THIS SETTLEMENT AGREEIIIIENT is made and entered into this ~day

of February, rOOt by *n/I between the Attorney General of Ihe Commonwealth of

Kentucky, by and through his Off/ce for Rate Intervention (the "Attorney General" )

and Western Keiiluuky Gas Company ("Western" ).

WITNESSETH: That whereas, on September 28, 2001, Western,

pursuant to the Commission's Order of June 1, 1998 in Case No. 97-513,

submitted its report on the results of the three (3) year experimental Performance

Based Ratemaking ("PBR")and further applied to the Commission for an Order

modifying and extending Western's PBR for an additional term of five (5) years

commencing as of April 1, 2002; and,

WHEREAS. the Commission assicned Western's aforesaid application

Case No. 2001-317, and,

VVI IEREAO, on October 16, 2001, Ihc Attorney Ccncrol f/lo/I for full

intervention in this proceeding to represent ti,e consumers'nterests; and,



WHEREAS, the Commission granted the Attorney General full

intervention in this proceeding by Order dated October 19, 2001; and,

WHEREAS, pursuant to the Commission's procedural schedule extensive

discovery hac been erchanged by and among thc portico cnd thc Cornmiooion

Staff; and,

whlEKEAb, an informal conrerence among the Attorney General, Western

and the Commission Staff was held pursuant to 807 KAR 5 001 Section 4 (4) in

order to provide for the opportunity for settlement on January 29, 2002; and,

WHEREAS, as a result of that conference Western and the Attorney

General have reached agreement on all issues relating to Western's pending

application for modification and extension of its PBR; and,

WHEREAS, the Attorney General and Western have agreed to submit this

settlement agreemr.nt tn the f:nmmicsion with the request that it be approved

and adopted; and,

wHEREAa, sic per lice believe it rot ihe terms of the settlement set forth

below are fair, just and reasonable and are in the best interest of Western and

its ratepayers; and,

NOW THEREFORE, the parties hereby stipulate and agree to the

following:

1. The Report f'iled by Western on September 28, 2001, concerning

the results of its three (3) year experimental PBR should be

acceoted by the Commission.



2 Western's existing PBR, as modif:ed m this settlement, should be

extended for a term of four (4) vears commencino as of the

effective date ccntained in the Commission's .inai order m this

proeeodmg. Western agrees to file ite report ooneerning the results

of the initial three (3) years of the PBR within sixty (60) days of the

end of the third year.

3. Western's existing gas supply agreement will expire at the

termination of Vilestern's existing PBR. Upon entry of an order by

the Commission approving this settlement agreement, Western

agrees to promptly issue a request for proposal ("RFP") for a new

gas supply contract to interested and qualified bidders. The RFP

will include those terms set forth in Exhibit "A", page 3 of Western's

Initial PBR Report, except as modified by this Settlement

Agreement..

4. Under vvestern s current pafx, lne snanng ratio under which

variances between actual costs and benchmark costs are shared

between ratepayers and shareholders is 50/50. The parties have

agreed to modify the sharing ratio to provide for a sliding scale

mechanism, having two bands. The first band will cover gas cost

savings or excess gas costs from 0% up tc and including 2 0%. The

second band will cover variances of more than 2 0%. In the event

Vunstnrn nntr rs into n thirrl party Oes supply agreement undo

paracraph 3 of this agreement, and for so long as gas is supplied



pursuant to that agreement, the aha nng ratio for band one shall be

70/30 in favor of rateoavers. The shanno ratio for band two shall be

50/50. In the event Western does not award the gas supply contract

or must cthcrwiae commence "in-house" management acu

operation of its gas supply needs, then for so iong as it engages in

"in-house management" the sharing ratio ior band ons shall be

75/25 in favor of ratepayers and the sharing ratio for band two shall

be 50/50.

As to the Gas Acquisition Index Factor ("GAIF"), for the purposes of

issuing the RFP under paragraph three of this agreement, and in

the event a third party gas supply aqreement is issued under that

paragraph, it is agreed that the simple average of the four current

indices /National Gas Week: Gas Daiiv: Inside F.E.R.C/s Goe

Market Reoort: and, New York Mercantile Exchange (NYMEX)) for

tne Base Load will rematn as currently specitied in vvestern's tanlts.

In the event Western does not award the gas supply contract of a

third party or must otherwise commence "in-house" management

and operation of its gas supply needs, the NYMEX closing prices

will be removed from the GAIF as a benchmark index for I3ase

Load and Western shall submit a revised tariff to that effect.

However, as for intra-month swing purchases, ~Gas Dail will be the

aria hanr hmark >acta+



6 As to the Transportation Index Factor ("TIF"), FERC appioved

pipeltne transpcrtation rates wiii continue to serve as the

benchmarks against which Western's negotiated, discounted

pipciinc ratca arc mcaaurcd Rddlticnalty, thc capacrty release

threshold ("CRT") required by the Commission in Western's initial

I tsK will be eltrninated.

7. The existing Off-System Sales Index Factor ("OSSIF")will be

modified to add off system sales of storage services. Western

acknowledges that the Commission will closeiy monitor any such

activity to insure that there is no detrimental impact on Western's

system customers, either from a reiiabihty perspective or from a

cost perspective.

8 Western withdraws its request for s proposed Storage

Development and Cost Recovery Factor ( SDRF") mechanism.

s. It is agreed that upon approval or Ibis settlement agreement by me

Commission, Western will file the attached amended tariff sheets

which are marked as Exhibits "1",pages 29 A through 29 K.1, and

which are incorporated herein by reference.

10. If the Commission accepts this sett!ement agreement, it will be

necessary either to extend ihe contract between Woodward and

Western or to have Western resume iis gas supply operations itself

between thr. date the Order is entered nnrl n nr w r nntrnr t Ic lr t

under the RFP issued pursuant to paragraph 3 hereof, or a decision



is made lhat no new contract s'tall be let and Western will resume

its own das supplv operations. Woodward has agreed to extend the

contract with Western on a month to month basis dunng the inienm

period upon thc same terms and cond>tions as thc onginai contrart.

For purposes of this Settlement Agreement, "Interim Penod" shail

mean that period of time commencing as of the effective date of the

Commission's order accepbng this Settlement Agreement, and

ending at such time as the Commission grants final approval to a

new third party gas supply agreement entered into by Western

pursuant to the provisions of paragraph 3 of this agreement or at

such time as Western elects not to award a third party gas supply

contract and commences "in-house" management and operation of

its gss supply needs, whichever first occurs, Western shall report

to the Comroission that tt has elected to commence "in-house"

management or its gas supply needs or file an application ror

approval of a new third party gas supply agreement when the

decision is made or the contract is placed, and in any event no later

than three (3) months following the first day of the month following

ihe month in which the order is entered. Under these

mrcumstances the parties are agreed that the Woodward contract

should be continued for the interim penod The benefits of the

n»rrant PRR have her n rlsrivari fmm thr ns ration of the contract

and the terms of that contra t have been approved by the



Commission An extension of the contract during the interim period

is reasonable.

11. In the event the Commission accepts this Settlement Agreement

aad ia the further event Vyestem's exisiing gas supply agreemeal is

extended (the "Extended Agreement" ), then and in those events, it

is agreed that the amended tariff sheets attached hereto as Exhibit

"1",pages 29 A through 29 K.1,will apply to ail transa tions under

the Extended Agreement for the Interim Period.

In the event the Commission accepts this Settlement Agreement,

the parties further request that the Commission's Order become

effective on the first day of the month followinq the month in which

the Commission enters such order.

12. This agreement is subject te the approval of the Commission. If the

Commission fails to accept and approve this settlement agreement

in its entirety, this proceeding wsl continue and neither the terms ot

this agreement nor any other matter raised during the settlement

discussions will be admissible in any subsequent regulatory or

judicial proceeding and will not be binding on either of the parties

hereto.

13. If the Commission accepts and adopts this agreement in its

entirety, neither the Attorney General nor Wicstern will request any

rahaarino nr bring any tynr nf aatiaa far lueieial review.



WITNESS the signatures of the parties hereto on this the day and date

first hereinabove vvritten

ATTORNEY GENERAL OF THE
COMMONWEALTH OF
KENTUCKY



Western Kentucky Gas Company
Modification of Performance-Based Ratemaking

Mechanism

Case No. 2001-317

Kxhibit I

Proposed Tariff Pages 29A —20K.1

tccoe Bose'phroory 1 a, 2002



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29A
Cancelling

Original SHEET No. 29A

WESTERN KENTUCKY GAS COMPANY

PBR
Rrne ime talPerfnr R d R t M u

Annlicable

Tu all gas auld.

Rate Mechanism

The amount computed under each of the rate schedules to which this Performance Based Rate
Mechanism is applicable shall be increased or decreased by the Performance Based Rate
Recovery Factor (PBRRF) at a rate per 1,000 cubic feet {Mci) of monthly gas consumption.
Demand costs and commodi'.y costr shall be accumulated aeporately and ino!udcd in thc
pipeline suppliers Demand Component and the Gas Supply Cost Component of dbe Gas Cost
Adjustment (GCA), respectively. The PBRRF shall be determined for each 12-month period
ended October 01 during the effective term of these experimental performance based
ratemalung mechamsms, wluch la-month penod shall be detmed as the PBR pemod.

The PBRRF shall be computed in accordance with the following formula:

PBRRF = (CSPBR+ BA)/ ES

Where:

ES Expected Mcf sales, as refiected in the Company's GCA filing for the
upcoming 12-month period beginning February l.

CSPBR— C q y Sl I'P funrtauceB~~ed Ratemaklag Mechanism savings
or expenses. The CSPBR shall be calculated as follows:

CSPBR = TPBRR x AC5P

Where;

ACSP = Applicable company Sharing I e centage

TPBPR -- Tntal Performance Based Raternal ing Results The TPBRR shall be savings or
expenses created dunng tl'.e PBR period. TPBRR shall be calculated as follows:

TPBRR = (GA IF + TIF + OS S IF)

ISSUEDI February I g. 2002 EFPECTIVEI

',Issued by Authority of an Order of the Publm Service Commtsston m Case No 200 I-31 dated

Issf,ipn Rv. w ni I c I V" Pm d t —P. I S R u I to'yntfabs



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29B
Cancelling

Original SHEET No. 298

WESTERN KENTUCKY GAS COh(PANY

PBR
Experimental Perfnrmance Ra~ed Rate 'lr(rrha ic (C tt d)

GAIF

GAIF = Gas Acurrisitinn index Factor The t AIF shall hv p t d foil

GAIF = GAIFBL+ GAIFSL

'ohrrr

GAIFBL repmsents the Gas Acquisition Index Factor for Base Load sy tern supply natural gas
purchases.

GAIFSL represents th Gas Acqutsition Index Factor for Swing Load system supply natural
gas purchases.

GAIPDL

The GAIFBL shall be calculated by comparing the Total Annual Benchma;k Gas Commodity
Costs for Base Load (TABGCCBL) system supply natural gas purchases -."or the PBR period
to the Total Annual Aotusl Gas Co odty Costs for Bas I d {TAACCCDL) system
supply natural gas purchases during the same period to determine if any shared expenses or
shared savings exist.

TADCCCDL p t th TovdA UD 1 LO c duyC or D L
gas purchases and equals the annual sum of the monthly Benchmark Gas CommodiO Costs
of gas purchased for Base Load (BGCCBL) system supply

DOCCDL p * t D 1 o L G C uuy C t 1'm Lvsu gvs put oirssvs arsl
shall be calculated on a monthly basis and accumulated for the PBR period. BGCCBL shall
be calculated as follovvs:

Where.

DOCCBL —0 i(AFVBL1 —FBF'DCQBL) x SAIBL1] v (PBFDCQBL x DP IBL)

APVBL ts the Actual Purchased Volumes of nab ral aas for Base Load system supnlv for the
month. The APVBL shall include purchases necessary to cover retention volumes required by
the pipeimc as fitel.

ISSUFD: p h.v m 1 t Ortnc xppxcTIvn

{leered by Authonty of su Order of the pub!tc Serwce Conmtss>on:.u Csee No 2001-2 U dated

ISSUED BY: Wiiliant I Senter Vtce President —Rates fc Regul tory Affatrs



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29C
Cancelling

Original SHEET iNo. 29C

WESTERN KkftI UCKY GAS I.VMi'AN Y

PBR
Experimental Performance Based Rate hlechanism (Continued)

"i" represents each supply area.

PFFDCOBI, sre thr Base load Purchams m Fxoesc nf Fim D ly Cn t srt Or t ti
to WKG's city gate. Firm Daily Contract Quantitie. are the maxtmum daily contract quantities
which Company can deliver to its cily gate under its various firm transportation agreements and

arrangements.

SAIBL is the Supply Area Index factor for Base Load to be established .or each supply area in

which Company has firm transponation entitlement used to transport it natural gas purchases
and for which price posttngs are available. The five supply areas are TGT-SL (Texas Gas
T I 'Zo SL), TGT-I (T ass Gas T s isnon-Zone I), TGPL-0 (Ten e se G
Ptpeline-Zone 0), and TGPLI (Tennessee Gas Pipeiinr Zone I), and TGC-ELA (Trunkline Gas
Compam-ELA).

Th o thly SAIBL rb TGT-SL, TGT-I, TGPL-O, TGPL-I, d TGC-BLA h ll b ! I t d
using the following formula:

Where:

SAIBL =
H (I) + I (2) + I (3) + I (4)] / 4

"Ie represents each irtdex reflemive of both supply area prices and prtce changes throughout the
month in these various supply areas

The indices for each supply zone are as follows:

SAIBL (TGT-SLI

I (I) is the average of weekly Natural Gas Week postings for Texas Gas Transmission
C m t»7 SI Snthl » i armqn tPi I t tt Pin li» Cyst
I (2) is the average of the daily high and low G~as Dail postings for Louisiana-Onshore South
Texas Gas Zone SL averaged for dte month
I (3) is the Inside FERC —Ga. Market Recort ftrst-of-the-mcnth posting for Texas Gas Zone SL.
I(4) th N Y rM til I." b Col dCI i upi

ISSUKDt t bruary la, 2002 EFFECTIYEt

(Issued by Authority of an Order of the Public Servtce Commtss:on tn Case 2001-317 da:ed I

ISSUED BY: Wil limn I Senter Vtce President —Rates A Resulatory Affairs



FOR ENTIRE SERVICE AREA
ILS.C. NO. 20

First Revived SHEET No. 29D
Cancetlins

Original SHEET No. 29D

WESTERN KENTUCKY GAS COMPANY

PBR
Experimental Perfonnance B,teed Rate Flee hanisnt (Contin ued)

SAIOL (TGT-tv

I (1) is rhe average of veekly Natural Gas Week posttngs for Texas Gas Transmrssion
Corporation Zone 1:North Louisiana as Spot Prices on Interstate Pipeline System .
2 (2) i* u S r't J ty t«xt J t ~Go D tt pvstiugs f'ur Sass Tcx s —Icortb
Louisiana Area - Texas Gas Zon I averaged for the month.
I {3)is the Inside FERC —Gas Market Reoort first-of-the-n:onth posting for Texas Gas Zone 1.
I (4) is the Nevv York lvlercantile Exchan e Settled Closing Price.

SAIBL (TGPL-0)

I {I)is the average of weekly Natural Gas Week postings for Tenne see Gas Pipeline Co. Zone
O. Suutb Tcxm m Spot. Pricm un rntcp Isle Plpellrre Systems.
I {2) is the average of the daily tugh and low ~Gas &aiI postings for Texas South —Corpus
Christi —Tennessee and East Texas —North Louisiana Area —Tennessee, 100 leg averaged for
the month.
I (3) is the Inside FBRG —Gas Market Reoort first of rhe monrh posnng for Tennessee zone 0.
I (4) is the New York lvlercantile Exchanse Settled Closing Price.

SAIBL ffGPL- D

I (I) is the average of weekly Natural Gas Week postings for Tenne see Gas Pipeline Co. Zone
I: South Louisiana as Spot Prices on interstate Pipeline Systems.
I (2) is the average of the daily high and low Gas Daily postings for Louisiana-Onshore South-
ouu leg anu —suu teg average tor trle month.
I (3) ts the Inside FERC —Gas Market Report first-of-the-month posting for Tennessee Zone l.
I (4) is the New York Mercantile Ex chan re Settled Closing Price.

SAIBL I I trC-»LAt

I (1) ts the ave"age of weekly Natural Gas Week postings for Trunkfine Gas Co. East Louisiana
as Spot Prices on lrterstate Pipeline Systems
I (2) ts the average of the daily itigh and low ~Gas Dail postmgs for Lcursisna-Onshore Soutrv
Trunkline Fi,A.
I {3'1 is the inside FERC — Gas lvtarket ~kc ort first-of-the-month posting for Trurkline
Louisiana.
I (4)» the Netv York M rcantile Exchange Settled Closing Puce

ISSUED: February 1 0, 2002 EFFECTIVE:

(Issued by Authonty of an Order of the pubbc Service Commission m Case No 2001-3 I 7 dated )

ISSUED BY". W lit J. 0 t Vi P sdcm —Rat sd:Rcg I tmSAff



FOR ENTIRE SERVICE AREA
P.S.C.I'O, 20

First Revised SHEET No. 29E
11 n

Original SHEET No. Z9E

WESTERN KENTUCKY GAS COMPANY

PBR
Experiniental Periormance Based Rate iyIecbanism (Continued)

DAIDL I ib D 0 y A, i„o i' r ts L ou Iv 'i iiisbediioi yuiclrasesrriauc by
Company when Company has fully utilized its pipeline quantny entitlereents on a daily basis
and which are for delivery to Company*s city gate from Texas Gas Transmission's Zone 2, 3 or
4, Tennessee Gas Pipeline*s Zone 2, or Trrnkhne Gas Company's Zone IB.

The monthly DAIBL for TGT-2, 3, 4, TGPL-2, and TGC-IB shall be calculated using the
following:

DAIBL = [I (I) + I (2) v I (3)] (3

DAIBL (TGT-2. 3.& 4k (TGPLZ) and (TGC-I B)

I (3) is the average of.weekly tvamrai om week posungs for spot rnces on interstate ptpetme
S)stems for Dominion —South.
I {2) is the average of the daily high and low ~Gas Dail postings the Daily Price Survey for
Dominion —South Point
I (3) is rhe inside pgkc —oas Market Reoort first-of-ihe-month postmg for l'ness otspot Gas
Delivered to Pipeline for Dominion Transmission Inc. —Appalachia.

TAAGCCBL represents Company's Tots! Annual Actual Gas Commodity Costs for Base Load
denvenes ot natural gas purchased tor system supply and is equal to the total monthly actual gas
commodity costs.

To the extent that TAAGCCBL exceeds TABGCCBL for the PBR period, then the GAIFBL
Shared Expenses shall be coniputed as tollows

(iAIFBI. Shared Expenses = TAAGCCBL - TABGCCBL

To the extent that TAAGCCBL is less than TABGCCBL for the PBR period, then the GAIFBL
Shared Savings shall be computed as follows.

GAIFBL Shared Savings = TABGCCBL - TAAGCCBL

ISSUEDi February IS,2002 EFFECTIVE:

;issued by Authority of an Order of the Pumic Service Commission in Case Nc 2001-3 i7 dated )

ISSUED BY. Wil ham i. Senter Vice President —Rates (t Repilaioiy Affairs



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29F
Cancelling

Ori inal Sheet No. 29F

WESTERN KENTUCKY GAS COMPANY

PBR
Bp 1 ilp«foB*dp.i mh 1 (Cori d)

Gsqlp'SL

Tl oAIBBL sir ll 1 m ulei. 0 uy o tmriuh ilw Total Armual Bere:lunarx oas commodity
Costs for Suing Load (TABGCCSL) system supply natural gas purchases for swing load for the
PBR period to the Total Annual Actual Gas Commodity Costs tor Swing Load (TAAGCCSL)
system supply natural gas purchases for during the same period ro determine if any shared
expenses or shared savings exist.

TABGCCSL represents the Total Annual Benchmm.k Gas Commodity Costs for Swing Load gas
purchases and equals the monthly Benchmmk Gas Commodity Costs of gas purchased for Swing
Load sy t pply (BGCCSL).

BGCCSL represents Benchmark Gas Commodity Costs for Swing Load gas purchases anti shall
be calculated on a monthly basis and accumulated fcr the PBR period. BGCCSL shall be
o 1o 1 r do foll*

Where:

BGCCSL = Sum [(APVSLi —PEFDCQSL) x SAISLIJ + (PEFDCQSL x DAISL)

APVSL is the Actual Purchased Volumes of natural gas f'o r Swing Load system supply for the
month. The APVSL shall include purchases necessary to cover retention volumes required by the
pipeline as fuel.

eie r:presents each supply area.

PEFDCQSL are the Purchases in Excess of Firm Daily Contract Quantities delivered to WKG*s
city gate. Firm Daily Contract Quantities are the maximum daily contract quantities which

Company can deliver to its city gate under its various finn transponation agreements and
arrangements

SAISL is the Supply Area Index factor for Swing Load to be established for each supply area in
which Company has firm transportation entitlements used to transport its natural gas purchases
and for which p.ice poshings are avmlable. The tive supnly areas are TGT-SL (Texas Gm
Trarsmission-Zone SL). TGT-I (Texas Gas Transmissron-Zone I\ Tf:P1.-0 (Tennessee Gas
Pipeline Zone 0). and TGPLI (Tennessee Gas Pipeline Zone I), and TGC ELA (Trunkline Gas
Company.ELA).

ISSUED: February I 0, 2002 EFFECTIVE;

(Issued b, Aumonty of an Order of the publrc Service Commission .n Case N 2001-317 dated )

ISSUED BY: William J. Sen. r Vice President —Rates & Regulatory Affairs



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

Second Revised SHEET No. 29G
Cancefling

f'irst Revised SHEET No. 29G

WESTERN KENTUCKY GAS COMPANY

PBR
Exnerimental Performance Raced Rate Mechanism (Cn tt d)

The monthly SAISL for TGT-Sie TCi'l-l, TGPI=O, TGPL-), and 'I'CiC-Ffl A shall be calculated
using the foflowing formula

SAISLI = I(i)

Where

**I'* represents each index reflective of both supply area puces and price changes throughout the
month in these vm ious supply areas.

"i" represents each supply area.

The index for each supply zone is as foflocvs:

SAISL (TGT-SL)

I (I) is the average of the daily high and low ~Gas Dail postings for Louisiana-Onshore South
Texas Gas Zone SL averaged for the month.

SAISL ITGT-I)

I (2) i the average of the dailv high and low Gaud)alh postingc fnr East Texac —Nnrth
Louisiana Area - Texas Gas Zone I averaged for the mouth.

SAICI (TOPI .m

I (3) is the average of the duly high and low ~Gas Diul posttngs for Texas South - Corpus
Christi —Tennessee and East Texas —Norah Louisiana Area —Tennessee, 100 leg averaged for
the month

SAISL (TGPL-I)

1(4) is the average of the daily high and lovv ~Gas Dml postings for Louisiana-Onshore South—
100 leg and — 800 ler, avon«ge fur!he monrh.

ISSUED: February 18, 2002 EFFECTIVE:

(Issued by Auihonty of aa Order of the nublic Service Commission in Cas. No 200 b)17 dated )

ISSUED EYr Wifli c I t Vi e P, I' —R i s AR I. iuiy Aft'«iis



FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29H
Cmtcelling

OD inal SHEET No. 29B

WESTERN KE'NTUCKY GAS COMPANY

PBR
0 1 tip«t' dn t sf h 'Co tl d)

SAISI., (T{iC-EltA)

I(S)'h o0 ofth d ilyhiah dlo G~Dt p t 0 f L *Io o-0 *1 tl,
Trunkline ELA.

DAISL; ti D l,,yA hd f t f, 1 SL 0 t i ldll it df p« I stuade
by Company when Company has fully utilized its pipeline quantity entitlements on a daily basis
and which are for d livery to Company's city gate from Terna Gas Transmission's Zone 2, 3 or
4, Tennessee Gas Pipelme's Zone 2, or Trunkltne Gas Company's Zone iB.

The monthly DAISL for TGT-2, 3, 4, TGPL-2, and TGC-IB shall be calculated using the
following:

DAISL —I{I)

DAISL (TGT-2. 3.& 4). (TGPL-2) 80<i (TGC-IB)

I {1)is the average of the daily high and low ~Oas Dail posrings the Daily Price Survey for
Dominion —South Point.

TAAGCCSL represents Company*s Total Annual Actual Gas Commodity Costs for Su ing Load
deliveries ro company'0 city gate and is equal to me total monthly actual gas commodtty costs.

To the extent that TAAGCCSL exceeds TABGCCSL for the PBR period, then the GAIFSL
Shared Expenses shall be computed as follows:

GAIFSL Shared Expenses -- TAAGCCSL - TABGCCSL

To the extent that TAAGCCSL i. less than TABGCCSL for the PBR period, then the GAIFSL
Shared Savings shall be computed as lollotvs

GAII'3L 31 =0 3o s —TASOCCSL - TAAOCCSL

ISSVED: P h D la, 2002 nppncTIvnt

{lssu d by Autboritv ofan Order of the Pubi c Service Commission tn Case Nc 2001-3!Idated )

ISSVED BY: William J. Sen'.er Vice President —Rates & Regulatory Affatrs



WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO. Z0

First Revised SHEET No. Z91
Cancelling

Original SHEET No. 291

PBR
Experimental Performance Based Rate Mechanism (Continued)

TIF

TIF = Transportation Index Factor The Transportatton Index Factor shall be calculated by comparing
the Total Annual Benchmark franspormtton Costs (TABTC) of natural gas transportation
services during the PBR penod to the Total Annual Actual Transportation Costs (TAATC)
applicable to the same period to determine if any shared expenses or shared savings exi t.

Tlm Total Aunusl Bencluriarh Trauspor tatiuu costs (TABTc) are ralcumted as follows

TABTC = Annus! Sum of Monthly BTC

Where
BTC is the Benchmark Transportation Costs which include both pipeline demand and
vo!umetric costs associated tvith natural gss pipeline transportation services The BTC shall be
accumulated for the PBR period and shall be calculated as follows:

BTC = Sum (BM(TGT) + BM(TGPL) + BM(TGC) + BM(PPL) j

Where:
BM (TGTI is the benchmark associated with Texas Gas Transmission Corporation.

BM (TGPL) is the benchmark associated with Tennessee Gas Pipelme Company.

BM (TGC) is the benchmark associated with Trunkline Gas Company.

BM (PPL) is the benchmark associated with a proxy ptpeline. This ben hmark, which will be
determined at the time of purchase, will be used to benchmark purchases of transportation

capacity From non-traditional sources.

The benchmark associated with each pipeline shall be calculated a follows:

BM (TG'I) -- (TPDR x DQ) + (TPCR x A V) + S&DB
BM(TGPL)=(TPDRxDQ)+(TPCRxAV) S&DB
Blvl (Toc'1 = (TPDR x DQ) (Tpcts x Avl v s&DB
BM (PPL) = (TPDRx DQ)+(TPCR xAV)+ S&DB

Wnere
TPDlt I th ppli 11 T ifs d Pip li D»d 0 t

!SSUED: February 111, 2002 EFFECTIVEt

(Issued by Authorit, of an Order of the Publtc Service Con:m teston in Csee No 2001-317 dated )

ISSUED BY: Wilham I Senter Vice President —Rate & Regulatory Affairs



WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29J
Cancelling

Original SHEET No. 29J

PBR
Experimental Performance Based Rate Mechanism (Continued)

DQ I the Demand Quamtties contracted for by tbe company tron'. the appncanie transportatton
pmvrder.

TPCR is the apph cable Tariffed P tpel inc Commodrty Rate.

AV ts the Actual Volumes delivered at Company's city gate by the applicable transportation
provider for the month.

S&DB represents Surcharges, Direct Bills and other applicable amounts approved bv the
Federal Energy Regulatory Commis ion (FERC). Such amounts sre limited to FERC approved
charges such as surcharges, direct bills, cashouts, take-or-pay amounts, Gas Supply RealEnment
and other Order 626 transttron costs.

The Total Annual Actual Transportation costs ITAA! I ) paid by company tor the pBR period
shall inchtde both pipeline demand and volumetric costs assocnted with natural gas pipeline
transportation services as well as all applicable FERC approved surcharges, direct bills included
in SRDB, less actual capacity release credits. Such costs shall exclude labor related or other
expenses typtcally classttted as operanng and maintenance expenses.

To the extent that TAATC exceeds TABTC for the PBR period, then the TIF Shared Expenses
shall be computed as follov's:

TIF Shared Expenses = TAATC - TABTC

T tb 1 u tb t 0 TAATC I I It. TABTC iur um FBR periud, then the TIF Shared
Savings shall be computed as follows:

TIF Shared Savings = TABTC - TAATC

Should one of the Company's pipeline transporters tile a rate change effective during any PBR
period and bill such proposed rates subject to mfund, the period over which the benclunark
cnmusnson remade forthemievsntt s p 0 ti r 0t h r d sr 12
month periods, until the FERC has approved final settled rates, which will be used as the
apprcpriare benchmark. Company v:ill not share in any of the savirgs or expenses related to the
affected pipeline unttl final settled rates are approved.

OSSIF

OSSIF = Otf-System Sales Index Factor. The Off-System Sales Index Factor shall be equai to the Net
P. I o Orf sy .o 1o (brn).

SSUED: February 18,2002 EFFECTIVE:

,Issued b, Autbonty ot snd Order of th. publrc Service Commission in Case bro. 2001 217 dated

iSSDrED BY: Wrl.ram). Seater V ce P'esrdsnt —Rates fr Reguhtory Affairs



WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

First Revised SHEET No. 29K
Cancelling

OriDnal SHEET No. 29K

PBR
Experimental Performance Based Rate Mechanism (Continued)

Net Revenue is calculated as fogows:

Where:
NR = OSREV - OOPC

OSREV ts the rotal revenue assoctated with off-system sales and storage service transacttons.

OOPC is the out-of-pocket costs associated vvith off-system sales and storage service

OOPC = OOPC(GC) + OOPC(TC) + OOPC(SC)+ OOPC(UGSC) Other Costs

1Vhere:

OOPC (GC) ts the Out-of-Pocket Gas Costs associated with off-system sales transactions For
off-system sales utilizmg Company's firm supply contracts, the OOPC (GC) shall be the
incremenhBi costs to purchase the gas available under Company's firm supply contracts. For off-
system sales not usmg Company's tirm supply contracts, the OOPC (GC) shall be the
incremental costs to purchase the gas from other entities.

OOPC (TC) is the Out-of-Pocket Transportation Costs associated with off-system sales
us ti u po otp-sysl ru s 1 s tiliziug Corupany's firm transportation agreemems, the
OOPC (TC) shall be the incremental cost to use the transponation available under Company*s
finn supply contracts. For ofl-system sales not using Company s firm transponation
agreements, the OQPC {TC)shall be the tncremental costs to purchase the transportation form
ottler'llultcs.

OOPC (SC) is the Out-of-Pocket Storage Costs associated with off-system sales of storage. If
this is gas in Company*s ourn storage or gas stored with Tennessee Gas Pipeline it shall be
Pt d tth 0 Pio ofth 0 'o

P y* t 0 d 0th o thof 4 tftht
gas from the storage component of Texas Gas's No-Notice Service, tins gas shag be priced at
the replacement costs

OOPC (UGSC:1 is the Out-ot-Pocket Underarnund Sto ase C t« 1 t 0 ith ff. y t
saies of stcrage servtces. For the off-systems sales of Borage services utilizing Company's on-

sy tern storage, the OOPC(UGSC) shall include mcremental storage losses, odonzatton, and
other fuel-related costs such as purification, dehydration, and compression. Su h costs shaB
rxrh rip 1 0 - I t

Other Cost: represent alt other m" remenfal costs and include, but are not limtted to, costs such
as apphcabie sales taxes and excise fees. Such costs shall exclude labor-related or other
expenses tlptcagy ciasstiied as operattnp and maintenance expenses.

ISSUED: February 18, 2002 EFFECTIVE;

(issued by Aumonty ofan Orner of the pubgc Servtce Commrssron rn Cme Ne 2001-0'7 da'ed

ISSUED BY: 0'tgiam I Senter Vice President —Rates &. Regulatory Affatrs



WESTERN KFNTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20

Original SHEET No. 29K.I

PBR
Experimental Performance Based Rate Mechanism (Continued)

ACSP

ACSP = Applicable Company Shanng Percentage. The ACSP shall be determined

based on the PTACrSC.

Where:

PTAGSC = Percentage of Total Actual Gas Supply Costs The PTAGSC shall be the TPBRR
stated as a Percentage of Toml Actual Gas Supply Costs and shall be calculated as follows

V'her:
PTAQ 3C —TPBRR / TAII3C

TAGSC = Total Actual Gas Supply Costs. The TAGSC shall be calculated as follows:

TAGSC = TAAGCCBL x—TAAGCCSL + TAATC

If the absolute value of the PTAGSC is less than or equal to 2.0%, then the ACSP of 30% shall

be applied to TPBRR to determine CSPBR. If the absolute value of the PTAGSC is greater than
2.0%,then the ACSP of 30% shaB be applied to the amount of TPBRR that is equal to 2.0%of
TAGSC to determine a portion of CSPBR, and the ACSP of 50% shall b applied to the amount
of TPBRR that is in excess of 2.0% ot TAGSC to determine a portion ofCSPBR. These two
portions are added together ro produc the tots! CSPBR.

BA

BA = Balance Adjusunent. Tho BA is med to reconcile the difference between Ihe amoum of
revenues billed or credited through the CSPBR and previous application of the BA and revenues

v hich should have been billed or credited, as follows:

l. Fo tbo CSPBR, tho bm dj t t o t till b tho din o b t tbe o t
billed m a l2 month period from the application of the CSPBR and the actual amount used

to establish the CSPBR for the period.

2 For the RA the balance adjustment amnunt will he the diiferenc between the amoimt
billed in a 12-month period fiom the application of the BA and the actual mnount used to
establish Ihe BA for the period.

Reuse'w

Wilhiii 60 days of the end of the third year of the four-extension, the Cnr.ipany wiii file an esse snient
and review of the PBR mecham.m for the first three years of the extension penod. In Ihal. report and

t,tl C*. p y ill k y * dd *dill t totl PBR

ISSUED: February I 8, 2002 EFFECTIVE:

(Issued bv Authoray of an Order of tht Pubhc Servic- Commission in Case No. 2001-317 dated

ISSUED BY: V'illiam J. Senter Vice Pre ident —Rates A Regulatory Affairs


