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MINUTES OF THE SENATE UTILITIES COMMITTEE

The meeting was called to order by Chairperson Sen. Pat Ranson at 1:30 p.m. on February 2, 1999 in
Room 531-N of the Capitol.

All members were present

Committee staff present:
Lynne Holt, Legislative Research Department
Mary Torrence, Revisors of Statutes Office
Jeanne Eudaley, Committee Secretary

Conferees appearing before the committee:
None

Others attending:
See attached list

Sen. Ranson introduced the pages assisting the committee today - they are from Sen. Lee’s district.

Sen. Ranson stated the deadline for introduction of committee bills is tomorrow (February 3), and stated
she has three bills, which the revisor is drafting for approval from the committee. The first request for
approval will instruct the Kansas Corporation Commission to offer choice for retail natural gas by July 1,
2002. Sen. Clark made a motion the committee sponsor the bill, and it was seconded by Sen. Jones; the
motion was approved.

The second request for a bill would repeal the siting statute on electrical generation, with the exception of
nuclear generation. Sen. Clark made a motion the committee introduce the bill, and it was seconded by
Sen. Barone; the motion passed.

The third request pertains to the KCC and would allow certain exceptions to the open meeting law for
deliberations to expedite hearings. Sen. Jones made the motion to introduce the bill, and it was seconded
by Sen. Brownlee; the motion passed.

Sen. Ranson referred to the Minutes for meetings on January 26 and 27. Sen. Clark noted two errors in
the Minutes for January 26. The first is typographical and is in the third paragraph where the "S" is left
off "Sen". The second is in paragraph five, referring to the power pool, should be (SPP’s). The secretary
will correct the errors. Sen. Clark made a motion the Minutes be approved, and it was seconded by Sen.
Barone; the motion passed and the Minutes approved.

Sen.Ranson introduced Lynne Holt who gave an overview to the committee on natural gas choice and
programs in other states. Ms. Holt distributed the following to the committee:
Pictures of slides titled "Natural Gas Small-Volume Customer Choice Issues" (Attachment 1)
Kansas Gas Service Residential Customer Choice Programs (Attachment 2)
Individual State Initiatives (Attachment 3)
The Basics of Natural Gas (Attachment 4)
Simplified Natural Gas System graphic (Attachment 5)

Referring to Slide No. 3, Outline of Energy Policy, Ms. Holt gave a historical time line for gas policy and
told the committee that the components are the same as retail wheeling and that the same arguments have
been used. She pointed out the problems regarding unbundling and recovery of stranded cost. She also
pointed out that the differences between the electric and gas restructuring is the generation process. Ms.
Holt also referred to the different state initiatives and service programs available and concluded by going
over the last slide, which is the conclusion.

Sen. Ranson went over the agenda for the remainder of the week and announced the Kansas Corporation
Commission Report to the Legislature, 1999 (available from the Kansas Corporation Commission) has

been distributed to members.

Meeting adjourned at 2:25. Next meeting will be February 3, 1999
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'NATURAL GAS SMALL-VOLUME
CUSTOMER CHOICE ISSUES

TO: HOUSE AND SENATE UTILITIES COMMITTIEES
February 2, 1999
Lynne Holt, Kansas Legislative Research Department

customer choice programs

| #2- Presentation Outline 1

= Background information on movement toward
restructuring of natural gas industry

s Brief profile of small-volume customer choice
programs in the United States

& Overview of different parties’ expectations
concerning customer choice programs

s Summary of select major components of customer
choice policy initiatives

2 Differences in natural gas and electric industries —
factors to consider in formulating small-volume

l #3 — Outline of Energy Po!ic,\;

Time 1ine of Energy Policy Adoption

= 1997 Federal Epergy Regulatory Commission (FERC) Order 889
(electric)

= 1997 FERC Order 888 {electric)

2 1992 FERC Order 636 (gas)

= 1992 Energy Policy Act

2 1990 Clean Air Act Amendments

= 1989 Natural Gas Wellhead Decontrol Act
= 1987 FERC Order 500 (gas)

= 1985 FERC Order 436 (gas)

# 1984 FERC Order 380 (gas)

= 1978 Natoral Gas Policy Act

| #4—FERC ORDER 436

Required interstate pipelines to offer open-access
transportation to local distribution companies (LDCs)
and natural gas end-users,

® Open-access transportation ended the
monopoly interstate pipelines previously
enjoyed with respect to the transportation
and sale of natural gas.

End-users could now purchase natural gas
at the well-head and transport the gas to
market areas.
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| 45— FERC Order 636

Required interstate pipelines to:

B eliminate tariff's that offered bundled sales
service (costs of all services are reflected in
one rate, which is charged to all customers)

8 restructure their transportation service to
provide more flexible delivery service and
delivery points for natural gas users.

| #6— Impact of FERC 636

8 Flexible delivery point contracts —
possibility of more competition between
gas marketers and LDCs for natural gas
sales

2 Need for LDCs and other
transportation customers to have their
supplies and usage in balance on a daily
basis.

| #7 — State Profile - Retail Choice

2 Forty-three gas utilities in 16 states currently
have customer choice programs for either, or
both, residential and small commercial
natural gas customers

2 In addition, gas utilities in 11 other states and
Washington, D.C,, are considering customer
choice programs (Source: General
Accounting Office (GAO) Report, December

Residential Customer Choice
Programs Offered by Gas Utilities
Information as of July 31, 1998 (See Table 1)
=31 programs in 16 states
= 15,151,525 eligible participants
2552,909 actual participants
= 3.6 percent rate of participation

= Largest participation in Pennsylvania; programs in
Ohio, Michigan, and Maryland had a large
percentage of total participation nationwide

2Nebraska’s KN Energy Choice Program - 70 percent
of eligible customers selected a supplier




T 1: Overview of Residential e T T S T e V1 R S i e SR ¥+

aer Choice Programs in the Number of Eligible

Percent
L., _a States State programs participants Participants  participatit

California 3 8,494,185 44,088 0.0

lllinois 1 10,081 1,705 16.9

Indiana 1 83.000 3,258 39

Maryland 3 640,000 44,900 7.0

Massachusetts 1 83,000 23,100 27.8

Michigan 3 145,000 33,903 23.4

Nebraska 1 82,000 57,400 70.0

New Jersey 1 350,000 22,000 6.3

New Mexico 1 380,000 0 0

New York 9 3,336,762 17,888 0.5

Ohio 3 656,000 98,485 15.0

Pennsylvania 4 847,001 194,439 23.0

Virginia 1 23,500 4,243 18.1

Wisconsin 1 10,996 1,500 13.6

Wyoming 1 10,000 6.000 60.0

Total 34 15,151,525 552,909 3.6

Note: Estimates of the number of participants in residential customer choice programs are based
on infarmation we received from 38 gas utilities. Most utilities provided us with estimates based
on information that was current as of July 31, 1998. Reporting dates for other utilities varied

between Mar. 31, 1998, and Oct. 1, 1998. (See table |.1 in app. | for the reporting dates of utilities
included in this table.)

aThe percent of participation was calculated by dividing the number of residential customers that
have chosen gas marketers by the number of eligible participants in a customer choice program.

Figure 2: Small-Volume Natural Gas Customer Choice Programs in the United States

e

[CIStates not considering or beginning small-volume customer choice programs.

[Cstates cqnsidan‘ng or beginning smail-volume customer choice programs (includes District of Columbia) - g
Bl States with small-volume customer choice programs under way as of July 31, 1998 .

Notes: Numbers indicate the number of active smail-volume customer choice programs—both Suyree veperak

resifigniiﬁl and _smgll comm_ercial--in each state. See Table 1 for tha number of participants and jj::& un,,h ) C Sk
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RESIDENTIAL PILOT PROGRAMS AND UNBUNDLING INITIATIVES

POTENTIAL POTENTIAL IN-SERVIGE PENDING OR COMPLETED
STATE COMPANY #0FHOMES | DEMAND (Bcfl DATE GOVERNMENT ACTION"
Arizona Commission Docket
California Pacific Gas & Electric 3.454.000 190.9 | 3/98 CPUC Rulings Issued,
San Diego Gas & Electric 68,000 3.6 | 8/91 State Law Delays Res.
Southern California Gas 455,000 24.0 | In-Service Choice Until 2000
Dist. of Columbia Washington Gas 3,000 4 | 1/99
Colorado Public Service of Colorado PUC Hearings Held
Connecticut PUC Hearings Held
Georgia Statewide 1,538,000 127.7 | 11/98 State Law Passed
lllinois Central lllinois Light Company 10,000 1.5 | 10/96 ICC Hearing
Nicor Gas 80.000 12.0 | 1999
Peoples Gas Light & Coke 20,000 7.0 | 11/97
Indiana Northern Indiana Public Svce. 50,000 6.1 | 05/98 URC Study Completed
lowa Statewide 770,000 87.8 | 2/99 IUB Rulemaking
MidAmerican Eneragy 875 .1 | 11/95-10/96
Kentucky Proposed Legislation
Maine Northern Utilities 15,000 1.0 | 11/99 PUC inquiry
Maryland Baltimore Gas & Electric 25,000 2.5 | 11/97 PSC Recommendations
Columbia Gas 10,000 1.0 ] 11/96 Issued
Washington Gas 100.000 10.0 | 11/96
Massachusetts Bay State Gas 83,000 8.0 | 11/96 Unbundiing Collaborative
Boston Gas 479,000 46.0 | 11/97-2000 Workshops
Michigan Battle Creek Gas 1,000 1| 04/97 PSC Hearings Being Held
Consumers Energy 300,000 42.8 | 04/98
Michigan Consolidated Gas 1,078.000 162.0 | 04/97
SEMCOQ Energy 23,500 3.8 | 04/99
Minnesota PUC Woarking Groups
Montana Great Falls Gas 22,600 2.4 | 09/99 State Law, PSC Proceeding
Montana Power 120,000 13.0 | Winter 1999
Nebraska KN Eneragy 100,000 22.0 | 6/98 Localities Requlate Utilities
New Jersey Elizabethtown Gas 10,000 1.0 | 11/97 State Energy Plan &
New Jersey Natural Gas 350.000 36.3 | 04/97 BPU Order Issued
Public Service Electric & Gas 300,000 30.5 | 06/97
South Jersey Gas 25,500 2.0 | 08/97
New Mexico Public Ser. of New Mexico 361,000 28.5 | 12/97
New Yark Statewide 4.048.000 404.8 | In-Service PSC Regulations Issued
Ohio Cincinnati Gas & Electric 360,000 30.0 | 10/97 State Law Passed
Columbia Gas of Ohio 1,150.000 143.8 | 04/97
Dayton Power & Light 25,000 3.1 ] 11/98
East Ohio Gas 1,034,000 129.3 | 04/98
Oklahoma Oklahoma Natural Gas 670,000 59.0 | 05/98 Proposed Rulemaking
Qregon OPUC Stated Objectives
Pennsylivania Columbia Gas 142,000 16.3 | 11/96 Pending Legislation
Equitable Gas 249,000 28.6 | 04/98
National Fuel Gas Dist. Co. 200,000 23.2 | 09/97
Peoples Natural Gas Co. 315,000 36.2 | 04/97
Virginia Columbia Gas of Virginia 26,000 2.5 | 12/97
Washington Gas 58,000 5.6 | 7/98
West Virginia Mountaineer Gas Co. 185,000 19.6 | In-Service
Wisconsin Wisconsin Gas 2.500 3| 11/96 PSC Report
Wyoming KN Energy 10,000 .9 | 06/96 PSC Study Completed
Questar Gas 19.000 1.9 | 1999
TOTAL 18,344,975 1,779.1

* In most cases, regulatory approval is needed for utilities to oifer residential transportation services
NOTE: The infarmation in this table and study is based on published reports and is updated periodically. If you have additional
information or corrections, please contact Bruce McDowell at AGA (703/841-8494 or e-mail bmedowell@aga.com).
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| #9 — State Profile -Residential Pilot
Programs and Unbundling Initiatives

2 In most cases, state regulatory approval has
been needed for retail choice inifiatives

& Georgia, Mentana, and OQhio enacted
legisiation

B A 1998 California law delayed residential
choice until 2000

! #10 — Various Perspectives ‘

8 Small-velume customers
Want to save money
Need sufficient infornation to make educat
decisions

& Gas marketers or suppliers

- I s Vari Perstives

® Local Distribution Companies (LDCs)

and narketers’

uct

Regulators (KCC)

Concerned about relishility of service and preferential

H — Select ‘Iajor Issues For Retmi
Customer Choice Programs

s Unbundling

= Obligation to Serve

= Supplier of Last Resort

& Treatment of LDC's upstream capacity

= Stranded Cost Recovery

2 Apgregation Thresholds and Requirements
e=Market Power

= Consumer Information

2 Universal Service and Disconnection




I #13 — Unbundling

Separation of services instead of bundling or
packaging them at a set price

= Usually refers to the purchase of natural gas for
resale (merchant function)

= Could also refer to other services, such as arranging
transportation, arranging storage, balancing services,
providing financial instruments to “hedge,” meter
reading, billing, and maintenance contracts

=Policy questions — Should the LDC be required to
exit merchant function? I yes, under what
conditions?

I #14 — Obligation to Serve e

Who has obligation to serve if supplier fails to do
so?

= LDC?

8 Marketer/Supplier?

# Customer? Caveat emptor!

#15- Upétream Capacaty

® Upstream capacity refers to production and
transportation of gas before it reaches the
LDC’s individual distribution pipelines (or
city gates).

To guarantee the availability of interstate
pipeline space (or capacity) necessary for the
delivery of their gas, LDCs currently reserve
capacity through negotiated contracts.

| #16 — Stranded Cost Recovery

a8 Costs arising from long-term contracts for
pipeline capacity that the LDC may not be able
to recover in a competitive marketplace.

Other transitional costs include: modification of
computerized billing system; initial customer
education programs; charges or credits
associated with time lag in gas cost recovery
calculations.

Policy question — How should prudently
incurred stranded costs be recovered?




: L ’s- Upseam
Capacity - Policy Options

a Policy questions:
How should LDC
cap if firm custe
Sup
How will third-party suppliers be assured ac
enough capacity to serve their customers” fo
= Options:
LDC should continue contracting for and managing
firm pipeline capacity.
L.DC should restructure obligations and turn
management over fo a third-party supplier.

Requirements

8 Determination of a threshold measured by
minimum units of gas and/or number of
customers required for and aggregator to
participate in small-volume customer choice
program

Threshold requirements could affect supplier
participation

#9 Mar et ower

2 Potential for a company to exert market
dominance through acquisition of most of the
capacity needed to serve a market area

B Affiliated or other marketer might exert
undue control of market

& Options:
Formulation of codes of conduet
Development of momioring mec

| #20 — Consumer Information
Should a consumer education effort be required?
If yes,

8 Who should undertake that initiative and
pay for it?
& How should information be disseminated?

2 Should a comparison of suppliers’ plans be
developed for small-volume customers?
(See Ohio’s Apples to Apples information
sheet.)

fe=TF




£ @APPLES TO APPLES -
=

NATURAL GAS RATE PLANS FOR RESIDENTIAL CUSTOMERS @™

Average annual cost estimates for the fixed rate plans are based on average household usage of 1100 CCF** for the past twelve months
(individual use varies). Average annual cost estimates for plans offering a percentage off Columbia Gas of Ohio’s (CGO) GCR are based on
CGO'’s GCR for the past four quarters. Actual savings could be lower or higher than the estimates provided as CGO's GCR is adjusted
quarterly throughout the coming year. Marketers may offer new fixed rate plans at any time and variable rates are subject to change. For
questions concerning this data, please contact the Public Utilities Commission of Ohio’s hotline at 1-800-686-PUCO (7826) or 1-800-686-1570
for TTY-TDD hearing impaired.

iy= - DD DP () - [} ) 2 I I3 (D 1 A A [']
B s O
CoLumBiA GAs oF OHIO Current Gas Plan - $744.50
Igg;;%:fgﬁg;mm SERYICES Fixed at $.348 per Ccf one year $ 702.71
COMMONWEALTH ENERGY a) 10% less than the total monthly Columbia Gas of Ohio bill one year $670.05
1(800)928-0636 b) Fixed at $.335 per Ccf one year $668.96
CONSTELLATION ENERGY :
|(888)232-7267 Fixed at $.380 per Ccf one year $740.11
s 20% lower than Columbia Gas of Ohio’s expected gas cost one year $679.20
(888)913-6766 g Y
FSG ENERGY SERVICES a) Variable Rate 6 months $661.42%%*
1(888)367-4493 b) Fixed rate for Winter and Variable for Summer 6-12 months Can not determine
INTERSTATE GAS SUPPLY ;
|(800)280-4474 Fixed at $.332 per Ccf one year $683.87
Jgg;)ssgl;[;%;gkcy BERVIERS Fixed at $.340 per Ccf one year $693.22
MiaMI VALLEY RESOURCES @) Fixed at $.340 per Ccf one year $693.22
(800)431-8723 b) Variable Rate monthly Can not determine
STAND ENERGY CORP. ;
(800)598-2046 Variable but no more than $.370 per Ccf one year $693.92+++
UNITED GAS MANAGEMENT ;
(888)427-4872 Fixed at $.353 per Ccf one year $708.66

VOLUNTEER ENERGY CORP,.

lgooyss0-3674  TTTTC Offer Currently Unavailable - - - - - - -

*Includes monthly service and distribution charges paid to CGO, cost of gas paid to marketer and applicable taxes.

**  CCF stands for 100 cubic feet of natural gas and GCR stands for Columbia Gas of Ohio’s Gas Cost Recovery. The GCR is adjusted quarterly to reflect Columbia Gas of Ohio’s
actual gas cost. The current CGO GCR is $.36724 per Ccf.

*** Calculations based on historical rates from April 1, 1997 to present.

CHECK OUT OUR WEB SITE AT www.puc.state.oh.us

O
f
N



#"1 — Umversal Sernce and
Disconnection

® Should the supplier of last resort
assume responsibility for customers who
cannot pay their bills?

Should a separate surcharge be imposed
for such costs on all customers” bills or
should the charge continue to be
included in the LDC’s distribution
rates?

— Dlﬂ‘erences Between Electrlc and
Vatural Gas Industries — Factors to
Consider in Formulating Small -Volume
Customer Choice Programs

& Pricing of commodity
® Storage of commodity
2 Ownership — organizational structure

E Nature of competition

#23 ——leferences Between Electnc and
Natural Gas Industries — Factors to
Consider in Formulating Small-Volume
Customer Choice Programs (Continued)

& Regulatory Jurisdiction

B Interdependence

! Conclusion 2 -

The success of unbundling is a matter of customer
economics, not political pronouncements.
Regulators and legislators can mandate open
access, utilities can create unbundled tariffs, but if
customers cannot save money or non-regulated
marketers cannot profit by selling either the
commodity or new services, unbundling will
proceed very slowly. (Porter Bennett, “Consumer
Choice in Natural Gas: A Hard Look at Savings,”

Public Utilities Fortnightly, October 1, 1998)
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

[Pacific Gas & Elactric Co.

The Core Aggregation Transportation
(CAT) Program began 2/1/91 and was
revised in 1995. In 8/96, PGAE also filed
the "Gas Accord", a program designed
to bring increased ‘competition and
cuslomer choice to PG&E's customars.
It began 3/1/98 and will be in effect
through the year 2000.

Up to 10% of all residential and
smalt commercial customers are
eligible for the CAT program. A
minimum aggregated volume of
250,000 therms per group per year
is required as well as a one-year
commitment from customers that
sign up. As part of the Gas Accord,
PGA&E lifted the 10% cap and
lowered the 250,000 therms to
120,000.

PG&E will be responsible

for maintaining the distribution
lines and ensuring safe
delivery of gas to customers
and will also continue lo
respond to safety calls,

read the meters and offer
appliance care service,

[The rates for transporting gas on
PGE's transmission system will be
unbundled from rates for moving
gas on PGE's distribution system.
This will allow customers to pay for
only the systems thal they use.
Also, PGE, and not its customers,
will now be fully responsible for
eaming sufficient revenues from
its transportation services to cover
1he costs of its transmission pipelines.

All third-party suppliers contract
with PG&E and have met their
credit standards. They also agree
1o a code of conduct which
requires them to assure reliable
delivery of gas supplies, maintain
credit information with PGE and
customers, and provide PGE
notice in the event they want lo
discontinue service to a customer.

TSSUES
STATE & COMPANY TYPE OF PROGRAM CUSTOMER RELIABILITY & PRICING CODES OF CONDUCT STRANDED COSTS OBLIGATION TO SERVE (OTS)
JALABAMA
ROTSRE =
Nothing
[ARIZONA See attachment on
%nu‘lhwnsl Gas Individual State Initiatives
A
Nothing
CALIFORNIA

Under the Gas Accord Setllement, PGAE's gas
transmission & storage services is unbundled
from its distribution & PG&E's shareholders will
be at risk for recovery of all transmission costs.
Second, PG&E's role in procuring gas supplies
will be reduced and negotiations will continue
between PG&E and California gas producars

for the multual release of supply contracts. Third,
all major outstanding gas regulatory proceedings
are resolved and PG&E's shareholders have
agreed to absorb almost $300 million in costs to
settle existing cases, and lo disconlinue appeals
on cases already decided by the CPUC.

PGA&E will be the SOLR. PG&E is
authonzed to assess penalties

and collect costs from a supplier

if that supplier fails to provide for

the gas needs of its customers.

PGA&E will serve as a back-up supplier
supplier in the event a supplier fails

to arrange for adequale gas supplies

ISan Diego Gas & Electnc

Core Gas Aggregalion Transportalion
Program (CAT) began B8/1/91 for
residential and small customers.

Participation is currently limited to
10% of SDGA&E's daily core demand.
A minimum aggregated volume of
250,000 therms per year per group
is required and a one-year
commitment.

Same as PG&E.

SDGAE 1s the SOLR. The Eompanyw:
continue lo provide gas to core customers
who do not join a CAT group, and will
serve customers abandoned by their
aggragalor.

[Southemn Calfornia Gas

Core Gas Aggregalion Transpoﬂ_a-ﬁm
Program (CAT) began 8/1/91 for
resi ial and small c s

Par is currently imited to
10% of SoCALGAS's daily core
demand. A minimum aggregated
volume of 250,000 therms per year
per group is required and a one- year
commitment. Currently, participation

is approximately 4 5%.

Same as PGAL.

COLORADO
[KN Energy
[Public Service of CO

See attachment on
Individual State Initiatives

[UtiliCorp United
[CoRRECTICOT
IConnecticut Natural Gas
[Yankee Gas

See allachment on
Individual State Initiatives

[WASHINGTON D.C.
Washington Gas

Received approval to impl
pilot program. Enroliment was from
10/1/98 through 11/30/98 with first
deliveries starting 1/1/99.

A choice program for 260 large commercial
cuslomers became effective 4/1/98.

a two-year

Up to 3,000 customers can participate
on a first-come, first-served basis.
They sign a one-year contract.
Marketers who paricipate in the

customers.

Washington Gas would be the SOLR

DELAWARE
Nothing
ORIDA See aftachment on
Peopies Gas Individual State Initialives
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

T55UES

STATE & COMPANY
IGEORGIA
lAtlanta Gas Light Co.

TYPE OF PROGRAM

A pilot program was approved 10/8/98.
Phase 1 began 11/1/98 where customers
can choose a marketer or stay with AGLC.
In Phase 2, AGLC will stop selling gas
directly to custoners once an area has
been deemed competitive by the

Georgia PSC. Eventually, AGLC wall not
sell gas to any customer.

CUSTOMER

More than 1.4 million customers of
AGLC can participate. As of the end
of 10/98, 16,000 customers had
enrolled.

RELIABILITY &

AGLC will continue to maintairy
the company-owned pipes &
meters, provide gas delivery
service, and will respand to
gas emergencies afler an

area is deemed competilive.

PRICING

CODES OF CONDUCT

STRANDED COSTS

AGLC proposes to compute stranded costs at
the time asssls are no longer used by AGLC.
The company will identify the assels and the
partion of nonmitigaeable stranded costs and
then file lo recover such cosls at the tima
they become known. A System Transition
Cost Tracker (STCT) was developed to track
such costs.

OBLIGATION TO SERVE (OTS)

Eventually, when AGLC is out of the
merchant function, the SOLR will be
Marketers. During the transition, AGLC
will allocate its firm distribution capacity
and storage assels to Marketer's
according lo each one's share of the firm
market.

WAII

Nothing

Nothing

[Central lllinois Light Co

In June 1896, the lllinois Commerca
Commission approved a five-year pilol
program called "Therm Quest” whereby
residential customers are allowed lo
choose an altemnate gas supplier.

The program began October 1, 1996.

10,000 residential cuslomers are
eligible to participate.

Aggregators are responsible for
any applicable imbalances as well
as critical-day penalties. They are
charged $6.00/therm for any
delivery shortfalls on a critical-day
and 5 06/therm for any excess
deliveries on a critical day.

[Nicar Gas

(Northemn lllinois Gas)

On Oclober 8, 1897, the Mnors
Commission approved a three-year

pilot program called "Customer Salsct”.
The program will ba in eflect from 5/1/98
through 4/30/01.

Ehglbﬂi-ty‘ Year 1- All commercial,

Nicor Gas will continue its

industrial, and centrally d
multi-family residsncas up to 20,000
cuslomers can parlicipate. Year 2 -
All remaining commercial & industrial
customers. Participation limits will be
re-evaluated. Year 3- Any remaining
commercial & industnal customers
Single-family residential customers
can participale up to 10,000

distribution system g
rasponsibilitias. This includes
daily balancing, system
storage and a portion of
responsibilities for design
day conditions.

Each supplier will pay an Initial
Supplier Application Charge of
$2,000, 3 Monthly Group Charge of
$200 per group, a Monthly Per
Account Charge of $3.00, and a
$10.00 Supplier Switching Charge.
There is also a Gas Supply Charge,
Firm Delivery Charge, a Critical Day
Non-Performance Charge for under
and over deliveries, and Cash-out
Charges

uppliers are required to sign a
Supplier Aggregation Agreerment
with Nicor Gas and abide by all
the terms of the agreemant
including adhering to ceriain

standards of conduct and salisfying

cradit standards.

Nicar Gas will be the SOLR. Customers
may switch back lo sales service with
Nicar at any time during the program
without incurring any fees. Also, upon 15
days notice, any customer who is 60 days
or more in arrears for paymant of services
rendered by the Supplier, may be retumed
to Nicor Gas at the Supplier's request.

’Fenples Gas Light & Coke

A two-year pilot program for small
commercial, industnal and larger
residential customers began 11/1/97
and wall gﬂmugh 10/31/99.

A total of 20,000 customers are
aligible to participate

1l
[Northern Indiana Public Sve

The Indiana Ulility Regulatory Commission
approved a two-year pilot program on
10/8/97 that gives residential and small
commercial customers the ability to
choose an alternative gas supplier.

South Bend, IN was selected as the pilot
site.

Additionally, the plan calls for all
customers o have the ability to choose

another supplier over the next seven years.

Enroliment ended January 1998

with only 3,200 residential customers
signed up. NIPSCO offered the
program lo an additional 32,000
customers during the summer of 1998
and may extend the pilot ta include
the Forl Wayne area in 1999. If
successful, the program could be
expanded lo 150,000 residential and
3,000 commercial & industrial
customers

NIPSCO will conlinue to
deliver nalural gas safely

and reliably. NIPSCO will also
conlinue to respond lo gas
emergencies, provide 24-hour
customer service and the

The plan calls for a gas cost
incentive mechanism that will be
subject to annual review, a series of
new delivery service options and
sales service oplians, & NIPSCO's

design, ir ion and

pledge not to increase base
distnl rates.

maintenance of lhe pipeline
system.

NIPSCO will be the SOLR through the
term of the settlement.
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

TSSUES

STATE & COMPANY
OWA
MidAmerican Energy

TYPE OF PROGRAM

Conducted a one-year pilot program
beginning November 1995 in the town of
Rock Valley. The pilot ended November
1996 and MidAmerican Energy elected
not to extend the program.

CUSTOMER

Approximately 875 residential and 80
commercial and industrial customers
were eligible and over 82% actually
participaled.

RELIABILITY &

PRICING

Marketers used innovalive pricing
structures lo atiract customers such
as offering a fixed price for gas plus
$75 in annual savings, free long-
distance service and a five-minute

shopping spree in a suparmarket.

CODES OF CONDUCT

STRANDED COSTS

OBLIGATION TO SERVE (OTS)

The issues of OTS and SOLR need
to be addressed. During the program.
MidAmerican Energy made up any
shortfalls.

IRANSAS

[Kansas Gas Service

See allachment on
Individual Stale Initiatives

ee altachment on
Individual Stale Initiatives

[COUTSTANA

Nothing

MAINE

See attachment on
Individual State Initiatives

Northern Ulilities
MARYLAND

Baltimore Gas & Electric

Customer enroliment began 8/1/97 and

the two-year pilot program started 11/1/97.
The second year enroliment began 7/1/98
and the enroliment cap of 50,000 customers
was reached by 9/98.

Currently 50,000 residential cuslomers
are participating.

All cuslomers pay a customer class spacific
stranded cost surcharge.

Transporiation customers musi contract
for service and utilities can establish
contingency plans, feas, penalty
charges, elc., in order fo minimize

their role as the SOLR, and can
racover the costs of providing such a
service from those who request it.

Bay State Gas Co.

The "Pioneer Valley Customer Choice”, a
two-year residential pilot program began
11/1/96. Bay State expanded tha pilot to
include all residential and small business
customers in its Western Massachusetts
service area and small business
customers in its Southeastern service

Up 1o 10,000 residential custoners
were eligible lo participate. Almost
6,500 enrolled in the program. In the
expanded program, all 83,000
residential and 6,000 small business
customers in weslem Massachusetts
were eligible, and 10,000 small
business cuslomers in southeastem
Massachusetts.

Bay State reporied that customers
in the initial pilot program saved
between 5% and 18% on their
annual gas bill.

[Columbia Gas of Maryland | Customer enroliment began the Fall of As of 4738, 3.040 residential Columbla oflered marketers a choice See BGAE
1996 and servica started 11/1/96. The customers had signed up. between taking assigned interstate pipeline
second year started 11/1/97 and will capacity of paying a bundled standby charge.
continue for 1998 through 1999. Enraliment The FT pipeline capacity was based on the
cap was 10,000 customers annual average demand of the customer
group. Released capacity stays with the
customer. Storage capacity was not
released.
Wasmngmn Gas Light 2- year pilot ended 01798 and "regular’ Currently 21 "000 residential cuslomars All customers pay a cusiomer class specific Sen DGAE
(Maryland) program enroliment is now open with a have enrolled. stranded cost surcharge. The residential
cap of 100,000 cuslomers. sales service have a price cap which limits
the annual amount they pay toward
siranded cosl recovery.
TTS

[Boston Gas co.

Boslon Gas Co_ fled a proposal wilh he
Massachusatts DPU in 5/95 to offer choics
to all its commercial, industrial, and
residential custorners by 11/97 and fully
exit the merchant function by the year 2000.
Phase 1 examined the unbundling of the
company's rates, disposition of upstream
capacity, the appropriate transportation
terms/conditions to use for the company's
40,000 commercial and industrial customers
and balancing services. Phase 2 includes
the unbundling of residential services, the
company's exit proposal and parmanant
resolution of upstream capacity contracts
and downstream assels.

Boslon Gas has approximately 40,000
commercialindustrial customers and
over 490,000 residenlial customers
who will be eligible to paricipale.

Under the Company's capacity release
program, markeiers thai have aggregaied

100 Mcf per day of load will be assigned a

pro rata share of the company's resource
portfolio. As customers migrate from marketer
o markster, capacity follows them. Final
resolution of capacity will be discussed in
Phase Il In unbundling its rates, the company
was allowed lo allocate a portion of its local
LNG and propane facilities used to maintain
system integnty to transportalion rales.
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

TSSUES

==

RELIABILITY & PRICING

STATE & COMPANY CUSTOMER CODES OF CONDUCT STRANDED COSTS

MICHIGAN
Battle Creek Gas

TYPE OF PROGRAM OBLIGATION TO SERVE (OTS)

2

In 4/97, Batlle Creek offered residential Up to 1,000 residential and small
and small commercial customers a choice | commercial customers were eligible
of gas suppliers through its "Option Plus” to participate.

program

IConsumers Energy Co.

A Ihree- year pilot program began 4/1/98
It was open to residential and commercial
customers with an enrallment cap of
100,000 customers per year for a total of

Gas commodity cost Is frozen at
52.8364/Mcf. Monthly customer

charge and gas distribution rate will

be frozen. An eamings sharing

300,000 customers by the year 2000, mechanism will provide for refunds
to customers if the company's

aclual gas utility eamings exceed
cerlain predetermined levels,
Michigan Consolidated Gas | A threa-year pilot program called "MichGan | UPp 10 225,000 residential customers MichCon wall continue lo A 1% requcton in the purchased gas
Select” will begin January 1, 1999. (This are aligible over the three-year deliver gas through existing | cost component of MichCon's rates
program is modeled afler the company's penod. pipeline and respond to all was approved for cuslomers who
current two-year ‘pilot program in Grand gas emergencies. continue to buy gas from MichCon.
Rapids).

[SEMCO Energy Gas Co. Gas commodity cost is frozen at Utility is SOLR
$2.99/Mcf. Monthly customer charge
and gas distribution rate will remain
the same. Customers will be required|
to pay a fixed balancing recovery
charge of $.25/Mcf. Also, effective
4/99, a three-year moratorium on
distribution rates is approved and a

proposed income sharing mechanism

is adopted for 1999, 2000, & 2001

The Michigan PUC approved a residential | The program is open ta residential
customer choice program for SEMCO to customers wilh an enroliment cap of
begin April 1999 for a period of three years. | 7,000 customers per year for a lotal of
21,000 customers by year 2001

See attachment on
Individual Stale Initiatives

othing

Missouri Gas Energy

See attachment on
Individual Stale Iniliatives

Montana Power Company

On 8/11/98, the Montana PUC approved a

S Agreement allowi a
Power Company lo implement a custome:
choice pilot program for residential and
small general service customers beginning
11/2/98 or sooner if possible.

{MPC is coordinating the start of the prograr
with their new billing system conversion.)

Participation is open to all custormers
using less than 5,000 dkt/ year. No
volume restrictions will be used ta limit
the initial size of the customer choice
program, however Montana Power
will retain the discretion to request

the PUC to limit or to stop conversion
if problems develop and it becomes
administratively unfeasible to continue

Based on the estimated annual load of
each aggregalion pool, the Company will
allocate a specific portion of on-system
ransmission capacity, storage capacity and
storage deliverability. The supplier will be
obligated to accept these allocations as a
prerequisite lo becoming an active participant
of the program. These capacities and
deliverabilities are tied to each individual
cuslomer. Should the customer select a
different aggregator or retum to core

sales, the associated capacilies and
deliverabilities with that load will follow.

MPC will refain the obligation to serve all
core cuslomers. Because of this, all
allocated slorage capacity is subscribed
and aggregators will have twa oplions

to gain access to the core storage
inventory during the first winter heating
season. One, thay can begin the program
with storage balances of zero and

carry a negative storage imbalance

until 8/30/99, or aggregatars may
purchase slorage gas from the core
supply function during the 1998/1999
heating season only.

KN Energy

KN Energy proposed a customer chaice
program, "Choice Gas”. (o begin 6/98
Community officials must repeal
stipulations requiring bundled services
before the plan can go into effect

As of 3/98, 165 of 180 communilies
approved the program

NEVADA

Nothing

Nothing

X -



KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

filed a two-year residential pilot program
and requested approval by 6/1/97. The
program, Elizabethtown Plus, was
scheduled 1o start 11/1/97.

10,000 customers ( 5,000 each year
on a first-come, firsl-served basis) in
seven communilies. The program is
optional.

TSSUES
e
STATE & COMPANY TYPE OF PROGRAM CUSTOMER RELIABILITY & PRICING CODES OF CONDUCT STRANDED COSTS OBLIGATION TO SERVE (OTS)
INEW JERSEY
El Gas On Feb. 3, 1997, Elizabethtown Gas Co. The program is being offered to

Fm Tersey Natural Gas

Tew Jersey Natural Gas filed its "Natural
Solutions" pilot program on 7/16/96 and
received approval on 1/22/97. The
residential and small commercial
program is designed lo provide all of its
customers with a range of choicas for
their natural gas needs.

1) All residential customers, up to
20,000 over a two-year period, was
offered a fixed price option at a set
unit prica for gas in advance. 2) An
additional 30,000 residential
customers will be able to buy gas
from an approved marketer. 3) Other
unbundled services will be provided
to small commercial customers. As of
?.’ﬁ, 11,730 customers had enrolled.

[FubTic Sve. Elecine & Gas

PSLaGs proposed "SelectGas” program
was approved 3/12/97 and scheduled to
run through June 1998. In the spring of
1998, PSEA&G filed to expand the program.
As of 7/98, the BPU had taken no action.

The program will allow 60, - 62
residential customers in Bloomfield,
Piscataway, Pennsauken, and
Westamplon to buy gas from
alternative suppliers. If expanded,
another 300,000 can enroll.

[Eouth Jersey Gas

A one-year residential pilot program was
approved and transportalion service was
expected to begin 9/97

13,000 residential cuslomers are
eligible lo pariicipate. In 6/98, the
BPU approved South Jersey's
request lo expand the program lo
12,500 additional customers

[NEW MEXICO

Public Service Co. of NM

In July 1997, PNM filed a customer chaoice
program with the PUC. It was approved the
next month with deliveries starting in 12/97
and ending 8/31/38. In 7/98, an order
approving a supplemental stipulation was
granled and the program was extended
indefinitely.

400,000 customers were offered the
pragram. Three suppliers were
certified to participate with Enron being
the only one to serve residential load.
Less than 300 residential customers
paricipated in the first year and in
8/98, Enron withdrew from the

residential program.

NEWYORK

Brooklyn Union Gas Co.

Began providing unbundled services
5/1/96 to core customers. For the next
three years, transportation can be limited
lo 5% each year so thal the program can
be managed effectively.

As of 10/98, 22,927 customers wers
participating and 31 active marketers
approved to sell gas directly to
customers.

Reliability of service and
operational integrity will be
handled through the market-
place working within PSC
guidelines, imposition of
penalties, or with PSC
regulations.

The PSC will allow gas utilities to require that
customers converting to transportation take
associaled pipeline capacity for a three-year
period or until the pipeline contract expires,
whichever comes first. The amount of
capacity released will be na less than the
customer’s historical average daily usage
during the peak month. Released capacity
should be priced at the gas ulility's weighted
average capacity cost. Capacity released to
a marketer will stay with the customer if the
customer desires lo switch (o a new markeler
or return to sales service. In 11/98, the PSC
issued an order prohibiling utilities from
assigning pipeline capacity to cuslomers

that switch to third-party marketers starting
4/1/99. By 2/1/99, utilities are required to file
lariffs that address stranded costs recovery.

All utilities in the state of New York will
still have the OTS residential customers if
a marketer does not deliver the appropriate|
amount of gas. A study by New York's
PSC had identified OTS and SOLR issues
and options lo handle these issues
including marketers picking up these
services or gas utilities continuing these
services with cosls spread among all
markelers.

In 9/97, the PSC staff issued a paper for
commeni ihai cailed for staie gas uiililies
fo exit the merchant function during a
five-year transition period. In 10/98, the
PSC adopted staffs recommendation to
force utilities out of the merchant function
over the next three to seven years. Until
then, ulilities will continue to be the SOLR.

IConkd of New York

A5 ol 1098, Con Edison had 14,414
small volume customers participate in
their customer choice program

See Brooklyn Union

See Brooklyn Union

See Brooklyn Union.
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

TSSUES

STATE & COMPANY
Long Island Lighting Co.

TYPE OF PROGRAM
LILCO Natural Choice program allows all
gas customers lo select their own supplier.
Residential customers may join together
into buyer groups with a combined annual
load of 5,000 Dth.

CUSTOMER
As of 10/98, LILCO had 4,324
customers participating.

RELIABILITY &
See Brooklyn Union.

PRICING
Cuslomers will be billed by marketers
for the commadity service and by
LILCO for all other services. Also,
LILCO will provide a balancing service
to customers al no extra charge.

CODES OF CONDUCT

STRANDED COSTS
See Brooklyn Union.

OBLIGATION TO SERVE (OTS)
See Brooklyn Union.

In l§§§, The PSC approved plans lo allow
residential and small business customers
an option to choose their own gas supplier.

As of /98, National I uel had 5,505
customers participating.

ew York State Elecinc & G

New York State Electnc & Gas| program
provides unbundled and rebundled
services for core and non-core customers.

Regardless of a customer's
choice of supplier, National
Fual will continue to ensure
safe and reliable delivery of
the gas.

National Fuel Gas Distnbution provides

sales cuslomers converting lo transportation
the option of either contracting for standby
service or accapling an assignment of a
negoliated share of National Fuel's upstream

ir pipelina p capacity and
storage capacity. This allows customers
converting to have access to upstream pipeline
and storage capacity while limiting remaining
sales customers exposure lo slranded costs.

See Braoklyn Union

As of 9738, NYSEG had 858 cusiomers
participating.

ilagara Mohawk Power Co.

Niagara Mohawk's "Supplier Select”
program gives all customers, without any
size restrictions, the freedom to choose
their gas supplier.

All 500,000+ sales cuslomers are

eligible for the program. As of 10/98.
the program had approximately 3,101
small-volume customers participating

ORTH CAROLINA Nothing
NORTH DAKOTA Nothing
OHIO

ICincinnati Gas & Electric

Cincinnati Gas & Electric received approval
for a residential aggregation / transportation
program that would allow custormers to
choose an alternalive gas supplier. The
program was effective 12/1/97. CG&E's
program is now available to all customers
in its entire service 'temtory. Participation
is still valuntary

As of 4/98, approximately 9,500
residential customers was enrolled
in the program. By the end of 9/98,
23,076 residential and 4,011 small
commercial customers were
participating

All ulilities in Ohio offering a
customer chaice program have
uniform tanffs that cover partici-
pating markelers’ promolional
activities and their relationships
with customers. Each company's
tanff is designed to accomplish
the same purpose which is to:

1) ensure that marketers give
customers enough basic informa-
tion to make informed choices,

2) prohibit marketers from
engaging in misleading, deceptive,
or other anti-consumer activities,
3) provide customers a dispute
resolution process and 4) place

a duty on marketers lo comply
with the operational provisions

of the tanffs

Marketers were offered a choice between two
capacity assignment oplions, 1) CG&E offered
the assignment of upstream pipeline capacity,
including storage. Each supplier would recaive
a pro rala ‘share of capacity on each pipaline
with whom CG&E has firm Iransportation
and/or storage contracts. The remaining option
allows suppliers to secure their own upstream
pipeline capacity necessary lo meet the peak
day requirements of their customers. Suppliers
choosing this option retain the right to reserve
any released capacity (at full contract demand
rate) which may be offered by CGAE. Marketers
failing to select storage capacity are required

to pay balancing fees.

Crencaraz
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TSSUES

STATE & COMPANY
Columbia Gas of Ohio

TYPE OF PROGRAM
Columbia Gas of Ohio received approval
for its Customer CHOICE program in 1/97
Service under the program began in 4/97
After one year, on 3/31/98, COH filed with
the PUC to expand the program. The
expansion was approved

CUSTOMER
The program was inilially offered to
customers in the Toledo area, but after
1 year, was expanded to include all of
Columbia’s service territory. By 4/1/98,
50,508 residential and 5,343 commer-
cial customers were signed up for the
program, with marketers offaring a wide
variety of pricing. By August 1998, 33
marketers had been cerlified lo serve
the expanded program. At the end of
September 1998, 152,238 residential &
10,374 small commarcial customers
had signed up for the program.

RELIABILITY &

PRICING

CODES OF CONDUCT
See Cincinnali Gas & Electric

STRANDED COSTS
During the first year of the program, any
siranded cosls that resulted from marketers
contracting for their own capacity or imbalances
in the recovering excise taxes, were recovered
through a rider on all customers. In 1/98, the
PUC approved Columbia's stranded cost
setllement which allows Columbia a chance
to recover its stranded costs over a 4 year
period through voluntary capacity assignment
revenues, daily balancing fees, interstate
pipeline refunds, and part of Columbia's off-
system revenue. Columbia will be responsible
for stranded costs not covered by these
measures (about 11% of all those costs), and
cannol raise its base rales before 2000

OBLIGATION TO SERVE (OTS)

Dayton Power & Light

Dayton Power & Light filed a pilot program
in 3/98 which would allow up to 25,000
small commercial and residential
customers lo choose their gas supplier.
The pilot was d to begin 11/1/98

Participation 1s open 1o all Miami County
cuslomers lhat use less than 50 Mcf
per month.

Tee Cincinnall Gas & Elecing

Suppliers must lake assignment of DP&L's firm
interstate capacity from customers leaving
DP&L's sale service, but could re-release this
capacity.

East Ohio Gas

East Ohio Gas bagan the imital phase of
its "Energy Chaice™ program on 11/1/97.
The pilot will last for 18 months with the
option to extend if the program is
successful aver the first 12 months

Appr Ty 173,000 residential,
commercial and industrial customers
in ten counties are eligible. If the
pragram is extended, all 1.2 million
customers will be able to participale.
As of 3/98, 33,465 residential and
2,329 non-residential customers are
in the program

Tee Cincinnall Gas & Elecinc

Easl Ohio requires suppliers to accept pro rala
assignment of interstale pipeline lransportation
and slorage capacity reserved by East Ohio.
The assignmenls are based on peak day
requirements of the customers served by the
marketer and the relative percentage of each
capacity resource East Ohio has reserved to
meet the projected requirements less the
resources needed for operational balancing
requirements. Using this formula, about B0% of
the Company's reserved capacity is assigned

a marketer on a per customer basis.

IOKLAHOMA
[Oklahoma Natural Gas
ON

See attachment on
Individual State Initialives

ee attachment on
Individual State initiatives

YLVANIA
[Columbia Gas

In 8/96, Columbia Gas received approval
1o begin the slate’s first residential gas
supplier choice program in Allegheny and
Washington counties. The initial two-year
program will be used to measure both
customer and marketer interest. In 7/98,
the PUC gave approval to expand the
program o include five more counties, two

in western Pennsylvania and three in south-

central P yl With the exp ¥
70% of the company's total customers will
be able to choose their own supplier.

As of 12/97, 37,000 customers was
enrolied in the program. In 4/98,
Columbia petitioned the PUC for
approval to expand the program fo five
more counties. An additional 250,000
residential customers would ba eligible
for the customer choice program

Columbia is offering marketers a choice
between taking assigned inlerstate pipeline
capacity of paying a bundled standby charge
The FT pipeline capacity assigned will be 80%
of the customer group's average daily demand
and will be assigned at maximum rates to assure
no slranded cosis or cost shifting. Released
capacity will stay with the customer but will be
assigned lo the marketer. Columbia will continue
1o serve customers on a crilical day even if the
supplier fails to deliver supplies. The penalty lo
the supplier is $30/Mcf, plus payment of the pro
rata share of all other charges incurred by
Columbia as a result of the supplier's non-
compliance, including any pipeline penallies

Q-7
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TESUES

STATE & COMPANY
i Gas

TYPE OF PROGRAM
On 10/25/95, Equitable Gas filed a petition
with the PUC lo establish a two-year pilot
program for all classes of customers in the
Borough of Pleasant Hills in Allegheny
county. The PUC approved the program in
9/96 and the program began 11/1/96
On 2/28/97, the Company filed a proposal
to give all customers, large and small, the
ability to choose their own gas supplier
and the PUC approved Equitable's
expanded program on 12/4/97

CUSTOMER

RELIABILITY &

PRICING

CODES OF CONDUCT

STRANDED COSTS
Equilable's program include three new delivery
service rate schedules, Firm Delivery Service
(FDS), General Delivery Service (GDS) and
Daily Delivery Service (DDS). FDS is for those
customers who require or desire lhe upstream
services. FDS will always be backed up with the
Company's firm standby service or with an
allocated share of the capacity that is
currently used o serve firm customers. This
service is the key to the Company's program
because it addresses two of the primary
concems related lo it: reliability of service and

OBLIGATION TO SERVE (0TS)

National Fuel Gas Distnbutio

On 4/2/97, National Fuel filed a proposal for
a customer choice pilot program called
Energy Select. Residential and small
commercial customers are eligible to
participate. The pilot, which began 9/97,
will ba for an 18 month penod

During the first phase of the pilat,
approximately 15,600 customers

participated. (19,300 were sligible.)

Peoples Natural Gas Co.

Emmm—

Providence Gas Company

On 272577, 5eoples announced thal all of
its 346,200 customers (317,000 residential)
will be able to choose their own supplier or
conlinue buying gas from the utility. This
option is not a pilot program, rather it is a
marketing campaign to make customers
aware of their options. After an initial sign-
up period starting 4/1/97, deliveries under
this option started 6/97. The focus of the
pragram is on priority-one customers which
are residential and essential human need
commercial customers (hospitals, nursing

home apartments, etc.).

Peaples Energy, a sister company of
Peoples Natural Gas, signed up more

than 35,000 participants.

Feoples is making available to supphiers the
same portfolio of gas delivery capability that
Peoples would use to serve the same and-users
through a bundied retail service tariff. In exchangef
for the payment of gas delivery capacity, through
Peoples standby charge, suppliers will raceive,
on behalf of their customers, a pro rate shara of
upstream pipeline and off-system slorage
capacity. The supplier will also be allocated a
pro rata share of on-system storage and local
gas

Peoples will continue Lo offer retail service
as an option for customers. The priority-ond
customers who swilch to another supplier
are required to take standby service, so
Peoples will act as the SOLR.

Providence has a three-phase plan lo offer
ils customer’'s a choice of supplier. In 6/96,
the first phase went into effect offering
extra large customers gas supplier options.
Phase two began 10/1/97, offering medium
& large commercial and indusinal a choice.
Finally, the plan includes a commitment by
the Company of offer small businesses and
residential customers the opportunity to
choose within the next two years

Eoum CAROLINA Nothing
SOUTH DAKOTA Nothing
NESSI Nothing
TEXAS See aftachment on
I‘Eouthem Union Gas Co. Individual State Initialives
H Nothing
VERMONT Nothing

2-5
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TSSUES

STATE & COMPANY
VIRGINIA
IColumbia Gas of Virginia

TYPE OF PROGRAM

On 5/9/97, Columba filed a rate case which
included a customer choice program and a
performance based rate dasign. On 10/1/97
the SCC approved the program. It is a two-
year pilot program open to customers in
Northern Virginia. If successful, the
program could be expanded to include all

of Columbia's 165,000 customers stalewide.

CUSTOMER

As of 8/98, out of 26,500 eligible

customers, approximately 5,107 were

signed up for the program

RELIABILITY &

PRICING

CODES OF CONDUCT

STRANDED COSTS

Columbia will only be offering firm transportation,
and not storage, lo marketers. The marketer
must deliver gas “on a firn basis”, and must pay
12 month firm transportation demand charges
for each Mcf not delivered. Capacity assignment
is optional, but capacity is scarce, and markelers
may need to accept assignment of Columbia.
The gas ulility is proposing that stranded cost

be recovered from both pariicipating and
non-participating customers, which could

Washington Gas

WASHINGTON |
[WESTVIRGINA |

!Muunlainesr Gas Co.

[Wisconsin Gas

Washington Gas received approval for a
two-year customer choice pilot program for
residential and commercial custornars,
Enroliment began 10/1/98 with gas supply
services lo start 1/1/99. A major objective
of the pilot is to familiarize custornars with
some of the decisions they will encounter
as the effects of the restructurad gas

industry reach local consumers.
See attachment on

Approximately 29,000 residential and

2,000 commercial customers are

eligible to participals in the firs! year.
This represents aboul 10% of WG's
Virginia base. In year two, WG will

offer choice to 20% of the customers

in mach calagory.

Washington Gas will continue
lo be respansible for meler
reading, safety-related
sarvices and the reliable
delivery of gas through its
local delivery system.

QOBLIGATION TC SERVE (OTS)

amouni to $0.02/Mcf.
@ company has proposed lo recover siranded

costs through a gas supply realignment charge
imposed on marketers. Washington Gas
provides voluntary capacity assignment in this
program.

Individual State Initiatives

ee attachment on
Individual State Initiatives

Wisconsin Gas received approval in 6/96
on its "GasAdvantage Program”. I's a
two-year pilol program for residantial and
commercial customers. The program began
11/98. Customers that enrolled are
commutied lo the pilot for a one-year period.

Approximately 1,000 residential

customaers (out of 9,600) are eligible
and 1,200 commarcial customars

Participation is limited to those
customars that are "curment” with

raspact lo paymants to Wisconsin Gas

Standards of business conduct
are agreed lo before markelers
are allowed lo participate.
Standards include such items as
defined credit standards based
on the potential financial exposure
to the company from a failure to
salisfy delivery obligations
Marketers must also agree 1o
abide by the Wisconsin Direct
Marketing Association Code of
Professicnal Ethics, a veluntary
code establishing the terms of
how telemarketing should be
conducted.

Wisconsin Gas is not requinng marketars to take
assignment of upstream pipeline capacity,
howaever assignment at maximum rales is
available. If capacity is assigned, it will follow
the customer. Unassigned capacity will be sald
in the secondary markel and any unrecovered
capacity costs will be recovered through the
PGA mechanism and as a surcharge lo pilot
customers. This is to ensure the costs are
recovered from both pilot and non-pilot
customers

Wiscansin Gas will back up any failure on
the part of the supplier to deliver service
during the pilel. (Nola: Wisconsin Gas
proposed complete deregulation of the gas
merchant function in a white paper to the
Wisconsin Public Utility Instilute. The
company would like the PUC to phase

in this restructuring over a five-year time
frame. Wisconsin Gas, which wanis to
speed up the customer choice procass
will be facing pipeline contract renewals
and a new pipeline project aver the

next five years).

ING
KN Energy

The Wyoming PSC approved KN Energy's
"Choica Gas Service Program™ on 2/19/96
which will pravide unbundled gas service
far more than 9,000 residential and 1,300
commarcial customers in 10 communitiss
in Wyoming. The program began 6/96 and
was extended for a secand year in 4/97

QOut of the 10,300 customers eligible
to participate, approximalely 5,700

signed up for the program.

Marketers serving residenlial customers are
required lo take a portion of KN's interstate
pipeline capacity. Capacity cannol be released
and it ultimately stays with the customer
Imbalances are cashed out daily. A standby
service charge is incorporated into tha residential
transportation customer's rale. If a markeler
doesn't meet his delivery obligation on a critical
day, KN will provide the gas and will impase a
penalty of a monthly index price plus $.20/Dlh
or actual costs, whatever is higher, Suppliers
are able to own storage volumes in KN's
storage fields, although they will be required

to inject and withdraw volumes based on KN's
schedule.

KN increased its monthly cuslomer charge for
all classes by $1 to recover administrative cosls
of the program
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KANSAS GAS SERVICE COMPANY, A DIVISION OF ONEOK, INC.
U.S. RESIDENTIAL CUSTOMER CHOICE PROGRAMS BY STATE

TS

STATE & COMPANY
JQuestar Gas

TYPE OF PROGRAM
In the spring of 1998, the PSC approved
Questar's customer choice plan allowing its
25,000 residential and small commercial
customers choice of a gas supplier. The
ulility expects the plan to be implamented
in 1999,

CUSTOMER

RELIABILITY &

PRICING

CODES OF CONDUCT

STRANDED COSTS

OBLIGATION TO SERVE (OTS)
Questar would be the SOLR.
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Individual State Initiatives

Arizona: As part of a rate case settlement, Southwest Gas has agreed to support an unbundling
initiative in Arizona. Two marketers that intervened were successful in requesting the opening of a
docket that would allow residential and small commercial customers the ability to choose their supplier.
The settlement, approved by the Arizona Corporation Commission in August 1997, calls for a generic
unbundling proceeding by the commission.

Colorado: The Colorado PUC held a hearing on March 6, 1997, to review and discuss the processes
and issues surrounding customer choice options for natural gas supply. After the hearing, the PUC wrote
a letter to the Colorado Senate President requesting the legislature grant the PUC authority to permit gas
utilities to unbundle. In August 1997, the PUC proposed a tentative unbundling structure for utilities in
the state and requested comments from interested parties. KN Energy, Public Service of Colorado, and
UtiliCorp United all spoke in favor of unbundling with some proposing timetables with unbundling
occurring around 2000. Enron Capital and Trade Resources Corp. urged the PUC to implement
unbundling quickly, with all customers being able to choose their supplier by Sept. 1, 1998. In early
1998, the Colorado General Assembly considered a bill (HB 98-1400) that would have allowed: 1)
utilities to voluntarily file unbundling plans, 2) utilities to recover costs associated with implementing
choice programs and 3) the PUC to adopt and implement rules pertaining to unbundling procedures. The
House Business Affairs and Labor Committee voted to indefinitely postpone consideration of the bill in
early April 1998.

Connecticut: The Connecticut Department of Public Utility Control opened an unbundling docket in
1997. The DPUC held meetings in late 1997 and early 1998 to discuss resolution of issues to allow the
development of efficient unbundled retail natural gas services. Southern Connecticut Gas commented
that it desires to get out of the merchant function as quickly as possible. Connecticut Natural Gas spoke
in favor of proceeding with caution towards customer choice. In the summer of 1998, the DPUC issued a
draft study on industrial and large commercial customer transportation programs. The issue of
residential choice programs will probably not be considered for at least another year, according to the

DPUC.

Florida: The Florida Public Service Commission staff proposed an unbundling model tariff for gas
utilities in October 1997. The tariff set a general framework for utility-provided services )transportation,
standby/backup), balancing, aggregation, curtailment, and capacity assignment. Only 8 gas distributors
and 2 marketers responded to the proposal. Due to the lack of response from non-utilities, in September
1998 the PSC substituted a rulemaking that would lower minimum volumes required for industrial and
commercial customers to qualify for transportation tariffs. Given the low load profile of the Florida
residential customer, customer choice is not expected to be extended tot he residential level in the
foreseeable future.

Kansas: In 1997, legislation was introduced in the Kansas Legislature to support gas competition,
however, the bill never got out of Committee. The Kansas Corporation Commission is currently
considering a filing by Kansas Gas Service Company to make gas transportation service
available to a greater number of small commercial customers and schools. The filing also
includes a proposal rate restructuring to being the customer education process needed for retail
unbundling by separating distribution costs from gas costs. (KCC Docket No.
99-KGSG-822-TAR).

Kentucky: In July 1997, the Kentucky Public Service Commission issued “Natural Gas Unbundling in
Kentucky: Exploring the Next Step Toward Customer Choice”, which summarized comments from local
gas utilities, consumer groups, and marketers. In August 1997, the PSC hosted an informal meeting on
unbundling. The gas utilities spoke in favor of unbundling, but warned that issues such as obligation to
serve and security of supply need to be addressed. In early 1998, the PSC released draft unbundling
legislation but had not decided whether to introduce it into the current legislature session. The bill would
change the laws regulating public utilities to allow customer choice for retail gas customers.

Maine: In May 1997, Maine’s Public Utilities Commission initiated an inquiry regarding gas utility
unbundling. The PUC requested input on services to be unbundled, obligation to serve, customer rights,
and metering. Maine’s natural gas market is expected to expand, served by proposed pipelines
expansions and an LNG facility. In February 1998, the PUC closed its inquiry, deciding that utilities
should be allowed to offer bundled services. The PUC concluded that the natural gas distribution
industry is not sufficiently developed and potential expansion would be discouraged by forcing utilities
out of the merchant function. On April 15, 1997, Northern Utilities filed a proposal to unbundle rates for
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all of its customers and also allow daily metered commercial and industrial customers to choose their
own gas supplier. Northern requested PUC approval by November 1998.

Minnesota: In August 1997, Enron Capital and Trade Resources and other groups petitioned the
Minnesota PUC to establish rules and regulations that would provide suppler choice to all customers by
2003. After receiving comments, on October 28, 1997, the PUC rejected the petition, stating that not
enough evidence of consumer benefit was available. The PUC did call for the formation of working
groups to investigate unbundling issues.

Missouri: In 1996, the Missouri Public Service Commission initiated roundtable discussions regarding
significant gas industry restructuring issues. Currently, the state has not issued any Commission orders or
legislation requiring residential retail access at this time. A new public education campaign sponsored by
Missouri Gas Energy and the Consumer Energy Council of America Research Foundation, Missouri
SmartChoice: Partners for Energy Education, has been implemented. The campaign was created to meet
the need for consumer education in Missouri.

Oklahoma: In February 1997, the OCC solicited proposals on gas deregulation. Technical conferences
were held to clarify and further explain the various issues. On 9/17/97, the OCC staff issued proposed
rules regarding unbundling for local utilities. The proposal called for all natural gas services to be
unbundled and be provided and priced on a separate and individual basis. All gas utilities would be
required to submit an unbundling plan by 7/1/98 (Class A utilities) or by 7/1/2000 (Class B,C,or D
utilities). The OCC Commissioners rejected this initial draft and on 1/21/98, the OCC released a new
draft rulemaking. The draft requires that all utilities submit a plan that unbundles functions upstream of
the city gate. The rules permit utilities to seek stranded cost recovery and the rules also set forth a goal of
unbundled retail services by 10/1/99. On 1/28/98, the OCC approved this latest draft, and sent it to the
governor and legislature for approval.

In February 1998, Oklahoma Natural Gas (ONG) and ONG Transmission filed an application with the
OCC to set in motion the process of unbundling. The first phase would allow industrial and large
commercial customers to choose their gas supplier. ONG will bring choice to very small commercial
and residential customers in the following phase. On 3/24/97, ONG filed with the OCC details of its
“Natural Choice” plan that, if approved, will ultimately offer all of its customers the ability to select a
gas supplier. In June 1997, ONG temporarily withdrew its application for an unbundling program
because comments received by the OCC indicated that many parties preferred that the OCC develop
regulations prior to approving ONG’s unbundling program. ONG filed its upstream unbundling
application with the OCC in Spring 1998, which included a competitive bidding process or upstream
services. The application also requested that customers be charged a flat monthly fee for distribution
services, with gas costs billed separately based on consumption. The flat rate would be based on
customer class, and includes a discount for low-income residential customers. In the summer on 1998,
the OCC passed an interim order requiring ONG to solicit competitive bids for upstream services in time
for the 1998-99 winter heating season. OCC appealed the order to the Oklahoma Supreme Court, stating
that the order exceeds the OCC’s jurisdiction, represents an invasion of internal management direction,
as well as other flaws.

Oregon: In its 1997 objectives, the Office of Public Utility Commission decided to “implement direct
access pilot programs to examine implications associated with unbundling utility services and rates for
electricity and natural gas.” The commission will work with utilities and other stakeholders to develop
pilot programs and will evaluate the success of these programs. The commission and gas utilities are
discussing residential choice programs.

Texas: Southern Union has proposed offering its customers in the El Paso area a variety of options for
gas acquisitions, including purchasing from third parties. Other options are traditional utility service,
partial hedging of prices, and allowing the city government to purchase gas for its citizens. If the city
declines to purchase gas on its own and approves the other options, El Paso area customers could then
choose from the other three options.

Washington: In February 1998, the Washington Utilities and Transportation Commission announced
its intent to issue retail choice policy statements and opened a docket on unbundling both gas and electric
utilities, but did not announce intentions to require utilities to unbundle. The commission also required
Puget Sound Energy to file cost of service studies and methodologies regarding a potential unbundling of
gas and electric retail operations as a condition of Puget Sound Power & Light’s merging with
Washington Natural Gas. Workshops were scheduled with a goal of submitting a report to the

Legislature by the end of April 1998.
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West Virginia: Mountaineer Gas Company provides a general transportation service which is
available to all of Mountaineer’s customers taking service under sales rate schedules. This service is
provided on an open access, nondiscriminatory basis pursuant to regulations promulgated by the PSC.
During the twelve months ended 6/30/97, Mountaineer transported more than 38 million Dth of customer
owned-gas, including some residential volumes. Customers accessing the transportation service must
install telemetering equipment, or pay a standby charge. The firm transportation service rate also
includes transportation charges, base rate balancing fees, storage balancing fees, and fuel retention fees.
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How the Natural Gas Industry Works http://www.puc.state.oh.us/consumer/PIC/BasicGas.html

1of2

'The Basics:How the Natural Gas

Industry Works

Natural gas is the commodity that many Ohioans use to heat their homes, cook, dry laundry and more.
For many years, all users -- industrial, small commercial and residential -- simply paid a local gas
company to make sure the gas was always there when it was needed. The local company had the
responsibility to purchase the natural gas and deliver it to your home or business.

The three parts of the gas business are supply purchasing, transportation and distribution. Supply
purchasing is the act of buying the gas commodity from the producers. Transportation refers to the
part of the industry involving the large pipelines that deliver gas from where it is produced to the general
area where it will be used. Distribution occurs when the local gas company takes the gas from the big
pipelines and delivers it right to your home or business through its own pipeline system.

Supply Purchasing

Natural gas comes from many sources. About 90 percent of the gas used in Ohio comes from the Gulf of
Mexico region and about 10 percent comes from private wells in the state. The point at which the natural
gas is brought out of the Earth is called the "well head" and is owned by producers. Producers can sell
their gas in a competitive market, charging whatever the market will bear. Since the 1930s, your local
gas company has acted as the purchasing agent, buying your natural gas on your behalf (and on behalf of
its other customers) from the producers.

Transportation

Pipelines snaking across the country bring the natural gas from the wells to our part of the country.
These pipelines make up the transportation part of the industry and are owned by pipeline companies.
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[SIMPLIIFIED NATURAL GAS SYSTEMJ
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