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ELTA NATIJRAL GAS COM 
CASE NO. 201 1-00147 

1. Refer to pages 3-4 and Exhibit 2 of the Direct Testimony of John B. Brown 
(“Brown Testimony”). 

a. Describe how Delta finances its gas cost under-recoveries. 

b. Explain why Delta is proposing to calculate its carrying cost based on its total 
cost of capital as opposed to using only its short-term debt cost rate. 

c. Explain whether Delta’s cost of financing gas cost under-recoveries is already 
included in capital costs in its currently approved base rates. If so, provide the 
amount included in rates. 

Response: 

a. Delta finances its gas cost under-recoveries through all sources of capital. 

b. Delta is proposing to calculate its carrying cost based on its total cost of 
capital because it uses all sources of capital to finance its under-recoveries. 

c. The cost of financing gas cost under-recoveries is not already included in 
Delta’s base rates. Gas costs are removed from the revenue requirement in the 
Company’s rate proceedings, and therefore not considered in setting Delta’s 
rates. Furthermore, in Case No. 20 1 0-00 1 16, the Commission explicitly 
denied Delta’s request to include an adjustment to its ROE to account for the 
cost of financing under-recoveries. In that case the Commission said the 
following: 

The Commission suggests once again that Delta look to its 
GCA mechanism as opposed to its allowed ROE to address its 
gas cost under-recoveries. The Commission finds that Delta’s 
allowed ROE should not reflect any risk of gas cost under- 
recovery through its GCR clause. 

(Order dated November 29, 2010, in Case No. 2010-001 16 at 
p. 21. Emphasis supplied.) 

Thus, these costs were not considered, and are not included, in the 
determination of Delta’s base rates. 



ELTA NATURAL GAS COMPANY, INC. 
NO. 2011-00147 

DATED 7/8/2011 

Furthermore, in Delta’s last several rate cases, the return and income-tax 
components of revenue requirement were determined by applying the tax- 
adjusted (grossed-up) rate of return to rate base, and not total capitalization. 
Because Delta’s rate base does not include any over- or under-recoveries of 
gas supply costs, it is not possible to identify carrying costs associated 
with over- or under-recoveries of gas costs included in Delta’s base rates. 

Sponsoring Witness: 

W. Steven Seelye 





TA NATURAL GAS COMPANY, INC. 

ReQUEST 
2011 

2. Explain why it is appropriate to implement a Gas Cost Recovery (“GCR”) 
carrying cost adjustment to address gas cost under-recovery financing cost as 
opposed to attempting to ascertain if the under-recovery itself can be minimized 
to the point that the need for financing is alleviated, i.e. the symmetrical design of 
the proposed calculation, which would charge customers in the case of an under- 
recovery and credit customers in the case of an over-recovery, would appear to 
net out over time. 

R.esponse : 

Delta agrees that a GCR mechanism that operates in a symmetrical manner, i.e. charge 
customers in the case of an under-recovery and credit customers in the case of an over- 
recovery, would net out over time and minimize the need for a carrying cost adjustment. 

Towards that end, in this filing Delta has suggested changes in its GCR mechanism 
which it believes will make the results of its GCR mechanism significantly more 
symmetrical. Beyond that, Delta has proposed to institute a control on the rate being 
billed to customers that should both make the rate more consistent from period to period 
and also further ensure that the mechanism is operating in a symmetrical manner. Delta 
has modified the design of the control originally proposed in Wesolosky Testimony. The 
revised proposal and demonstration of how the control would have worked over the last 
several GCR periods is shown in response to Request No. 5. 

Delta seeks to implement these changes which it believes will result in the collection of 
its sizable uncollectible gas cost balance and the maintenance of that balance at a 
reasonable level. 

Assuming Delta is permitted to implement these changes, it will be several months before 
a balance of that magnitude can be collected from customers. It is very appropriate to 
implement a GCR carrying cost adjustment to address the financing cost of gas cost 
under-recovery until the time when the changes to the mechanism fully take 
effect. Further, having the carrying cost adjustment as a permanent feature of our GCR 
mechanism design will serve to protect both the Company and the customer in light of 
future price volatility, estimates and projections and the overall lag in the mechanism. 

Sponsoring Witness: 

John B. Brown 





ELTA NATURAL GAS COMPANY, 
CASE NO. 2011-00147 

QUEST 
1 

3. Refer to page 5 of the Brown Testimony which states that, while Delta believes 
the proposed refinements will improve its estimation results, over- and under- 
recoveries will continue to exist and carrying costs of these amounts should be 
calculated from or remitted to customers as appropriate. Explain whether Delta is 
aware whether any other Kentucky jurisdictional gas distribution company has 
proposed or received Commission approval for such a carrying cost adjustment in 
its GCR tariff. 

R.esponse : 

Delta is not aware of any Kentucky jurisdictional gas distribution company that has 
received Commission approval for such a carrying cost adjustment in its GCR tariff. 
However, in Case No. 2004-00067 the Commission said the following: 

The under-recoveries Delta experiences can be addressed more readily 
through its GCA mechanism, with a revision of the GCA clause to include 
the carrying costs of any under-recoveries that Delta experiences. 

(Order dated November 10,2004 in Case No. 2004-00067 at p. 53-54 

In Case No. 2010-001 16, the Commission also urged Delta to look at revising its GCR in 
order to include the costs associated with under-recovery of gas cost when it said the 
following: 

Delta continues to ask for a higher return on equity to address the problem 
of financing gas cost under-recoveries, but it is unwilling to take action to 
revise its GCR. clause in ways that might substantially resolve this issue. 
The Commission suggests once again that Delta look to its GCA 
mechanism as opposed to its allowed R.OE to address its gas cost under- 
recoveries. 

(Order dated November 29,201 0, in Case No. 20 10-00 1 16 at p. 2 1 .) 

Sponsoring Witness: 

W. Steven Seelye 





ELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2011-00147 

ATA REQUEST 
ATED 7/8/2011 

4. Explain whether Delta has considered changing its Actual Adjustment (“AA”) 
calculation to use calendar month purchases as an estimate of sales. If so, explain 
why the historical sales method was deemed superior to that method. If not, 
explain why not. 

Response: 

Currently the Actual Adjustment (“AA”) calculation uses a twelve month estimate of 
sales to determine the AA rate based on the total cost difference of what was billed 
through the Expected Gas Cost versus the Actual Gas Cost. In analyzing the factors 
which contribute to the under-recovery of gas costs, the twelve months ended sales used 
to determine the quarterly actual adjustment appears to be an effective method of 
calculation for the quarterly AA rate. This is supported by the fact that once the AA 
adjustment has been effective for twelve months the balance adjustment is relatively 
small, as compared to the overall unrecovered balance. Our analysis showed Delta’s 
under-recovered position to primarily be a function of the calculation and amortization of 
the EGC. 

Sponsoring Witness: 

Matthew D. Wesolosky 





ELTA NATIJRAL GAS C 
CASE NO. 2011-00147 

5. On page 2 of the Direct Testimony of Matthew D. Wesolosky (“Wesolosky 
Testimony”), Mr. Wesolosly explains Delta’s proposal to use historical usage 
from billing records, normalized for weather and adjusted from a billed month to 
a calendar month, and revising the deltatherm to Mcf conversion factor. 

a. Explain whether the calculation will also be revised for losses or gains in the 
number of customers occurring since the historical period. 

b. Provide calculations based on the past four Delta GCR applications showing 
how the proposed calculation change would have affected its overhnder- 
recoveries. 

R.esponse : 

a. Delta’s proposed change in methodology daes take into account the impact of 
customer gains or losses for the period. 

b. The prior six GCR filings revised to reflect the changes proposed to the 
mechanism to limit overhder-recovery are attached to this response as 
Attachment 11. Six filings have been provided to illustrate the impact the 
proposed methodology would have on the Actual Adjustment for four 
quarters, 

Attachment I summarizes the impact of these changes to the GCR by 
comparing the actual rate to the revised rate and the impact the change has to 
Delta’s under-recovery positions. 

Sponsoring Witness: 

Matthew D. Wesolosky 
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KYPSC Case No. 2011-00147 
Attachment II 

DELTA NATURAL GAS COMPANY, INC. SCHEDULE I 

GAS COST RECOVERY CALCULATION 

COST RECOVERY RATE EFFECTIVE APRIL 26,2010 

PARTICULARS UNIT AMOUNT 

EXPECTED GAS COST (EGC) $ N C F  7.3025 
QUARTERLY GAS COST RATE CONTROL ____ $ N C F  
QUARTERLY GAS COST (QGC) $ N C F  7.3025 
SUPPLIER REFUND (RA) $ N C F  
ACTUAL ADJUSTMENT (AA) $ N C F  (0.0988 
BALANCE ADJUSTMENT (BA) $ N C F  0.1878 
GAS COST RECOVERY RATE (GCR) $ N C F  7.3915 

EXPECTED GAS COST SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

PRIMARY GAS SUPPLIERS (SCHEDULE nr) 
IJTILMY PRODTJCTION 
INCLUDABLE PROPANE 

TOTAL ESTIMATED SALES FOR QUARTER 
EXPECTED GAS COST (EGC) RATE 

$ 1,539,117 
$ 

-L- 
$ 1,539,117 

MCF 210,767 
$ N C F  7.3025 

SUPPLIER REFUND ADJUSTMENT SUMMARY CALCULATION 

UNIT AMOUNT -_ - - ~  PARTICULARS 

CURRENT QUARTER (SCHEDULE IIO 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
SUPPLIER REFWND ADJUSTMENT (RA) 

$MCF 
$ N C F  
$ N C F  
$ N C F  
$ N C F  

ACTUAL ADJUSTMENT SUMMARY CALCULATION- 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE IV) 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
ACTUAL ADJUSTMENT (AA) 

$ N C F  1.5112 
$ N C F  0 0407 
$MCF (0 1317) 
$ N C F  (1.5190) 
$/MCF (0.0988) 

BALANCE ADJUSTMENT SUMMARY CALCULATION 

UNIT AMOUNT - -  PARTICULARS 

BALANCE ADJUSTMENT AMOUNT (SCHEDULE V) $ 39,580 
ESTIMATED SALES FOR QUARTER MCF 210,767 
BALANCE ADJUSTMENT (BA) $ N C F  0.1878 

As Filed 

AMOUNT 

6 2032 

(0.0988) 
0.1:315 
6.2362 

.QIO UNT 

1,862,-438 

1,862,458 
300.240 

G.2032 

iVvIOUNT 

A M 0  UNT 

L 51 I2 
0 0-107 

(0.1317) 
(1.3190) 

..... .. .. . (0.0988) .... .,....,. 

.\MOUNT 

39,360 
:300,240 
0.1315 -.- 





KYPSC Case No. 201 1-00147 
Attachment II 

ELTA N 

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

January 31,2010 

SCHEDULE I11 

SUPPLIERS REFUNDS RECEIVED (1) 
INTEREST FACTOR (2) 
REFUND ADJUSTMENT INCLUDING INTEREST 
SALES TWELVE MONTHS ENDED 
CURRENT SUPPLIER REFUND ADJUSTMENT 

January 31,2010 MCF 
$/MCF 

Date 
(1) Suppliers Refunds Received Received Amount 

Total 0.00 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2515380 -0.5 = (0.248462) 
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KYPSC Case No. 201 1-00147 
Attachment II 

DELTA NATURAL GAS CQMPANY, INC. 

GAS COST RECOVERY CALCIJIXTION 

PARTICULARS UNIT AMOUNT 

EXPECTED GAS COST (EGC) 
QUARTERLY GAS COST RATE CONTROL 
QUARTERLY GAS COST (QGC) $ M C F  
SUPPLIER REFUND (RA) $ M C F  
ACTUAL ADJUSTMENT (AA) $ M C F  0.8926 
BALANCE ADaJSTMENT (BA) $ M C F  (0.2503) 
GAS COST RECOVERY RATE (GCR) $ M C F  8.4697 

EXF'ECTED GAS COST SUMMARY CALCULATION 

PARTIC ULARS UNIT AMOUNT 

PRIMARY GAS SUPPLIERS (SCHEDULE II) 
UTILITY PRODUCTION 
INCLUDABLE PROPANE 

TOTAL ESTIMATED SALES FOR QUARTER 
EXPECTED GAS COST (EGC) RATE 

$ 1,952,130 
$ 
$ 
$ 1,952,130 

$ M C F  7.8274 
MCF 349,397 

SUPPLIER REFUND ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE 1J.I) 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
SUPPLIER REFUND ADJUSTMENT (RA) 

$ M C F  
$ M C F  
$ M C F  
$ M C F  
$ M C F  

-- ACTUAL ADJUSTMENT SLJXMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE IV) 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
TEIUtD PREVIOUS QUARTER 
ACTUAL ADJUSTMENT (AA) 

$ M C F  (0.5276) 
$ M C F  1.3112 
$ M C F  0 0407 
$ M C F  ( 0 . W  
$ M C F  0.8926 

BALANCE ADJUSTmNT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

BALANCE ADJUSTMENT AMOTJNT (SCHEDULE V) $ (62,422) 
ESTIMATED SALES FOR QUARTER MCF 249,397 
BALANCE ADJUSTMENT (BA) $ M C F  (0.2503) 

SCHEDULE I 

As Piled 

AMOUNT 

G 7499 

0 8926 
(0.1761) 
7.4664 - 

AIM0 UNT 

2,392,007 

2,392,007 
354,377 

(5.7499 

AMOUNT 

AMOUNT 

(0.5276) 
I5112 
0.0407 

(0.1317) 
OS926 .. ...... . ..........,..... 

:\&IO UNT 

(62,422) 
364,377 
(0.17Gl) 





KYPSC Case No. 201 1-00147 
Attachment II 

ELTA NA MIPANY, INC. 

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

April 30, 2010 

SCHEDULE IT]: 

Particulars Unit Amount 

SUPPLIERS REFUNDS RECEIVED (1) 
INTEREST FACTOR (2) 
REFUND ADJUSTMENT INCLUDING INTEREST 
SALES TWELVE MONTHS ENDED 
CURRENT SUPPLIER REFCTND ADJUSTMENT 

April 30,2010 

0 
0.9984 

0 
MCF 3,299,215 

0.0000 $MCF 

Date 
( l j  Suppliers Refunds Received Received Amount 

Total 0.00 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2069230 -0.5 = (0.293077) 



0 W 

2 
m m 

w N 

2 
W W 

w 



'e .e :I; 

- s .... 

_j 

?! 

n n I 

0 . 3 

g 

0 z 



KYPSC Case No. 201 1-00147 
Attachment II 

DELTA NATURAL GAS COMPANY, INC. 

GAS COST RECOVERY CALCULATION 

PARTICULARS 

EXPECTED GAS COST (EGO 
QUARTERLY GAS COST RATE CONTROL 
QUARTERLY GAS COST (QGC) 
SUPPLIER REFUND (RA) 
ACTUAL ADJUSTMENT (AA) 
BALANCE ADJUSTMENT (BA) 
GAS COST RECOVERY RATE (GCR) 

UNIT 

$IMCF 
$IMCF 
$MCF 
$MCF 
$MCF 
$/MCF 
$IMCF 

AMOUNT 

5.3788 
0.5379 
5.9167 

(0.0072) 
1.1889 
0.0533 
7.1517 

EXPECTED GAS COST S-Y CALCULATION 

PARTICULARS UNIT AMOUNT 

PRIMARY GAS SUPPLIERS (SCHEDULE II) 
UTILITY PRODUCTION 
INCLUDABLE PROPANE 

TOTAL ESTIMATED SALES FOR QUARTER 
EXPECTED GAS COST (EGC) RATE 

$ 7,986,735 
$ 
$ 
$ 7,986,735 

MCF 1,484,846 
$/MCF 5.3788 

SUPPLIER REFUND ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE III) 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
SUPPLIER REFUND ADJUSTMENT (RA) 

$IMCF (0.0072) 
$IMCF 
$IMCF 
$IMCF 
$MCF (0.0072) 

ACTUAL ADJUSTMENT SUMMARY CALCULATION 

UNIT AMOUNT PARTICULARS -- 

CURRENT QUARTER (SCHEDULE N) 
PREVIOUS QUARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
ACTUAL ADJUSTMENT (AA) 

$MCF 0.1646 
$IMCF (0 R276) 
$IMCF 15112 
$MCF 0.0407 
$IMCF 1.1889 

BAtANCE ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

BALANCE ADJUSTMENT AMOUNT (SCHEDULE V) 
ESTIMATED SALES FOR QUARTER 
BALANCE ADJUSTMENT (BA) 

$ 79,107 
MCF 1,484,846 

$/MCF 0.0533 

SCHEDULE I 

As Filed 

AMOUNT 

-1 9180 

(0 0072) 
12095 
0.050ti 
6.1709 -~ 

&iI.OUNT 

9,242,957 

Y,2 1-2,957 
1.879.427 

1.9180 

(0 0072) 

(0.0072) 

i\lLIOUNT 

0 I852 
(0 527ti) 

1 . i l l 2  
0.0407 
1.2093 . ... . ..... . . . ..........I. 

;\IC10 UNT 

9;i. 191 
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KYPSC Case No. 201 1-00147 
Attachment II 

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

July 31,2010 

SCHEDULE XI1 

SUPPLIERS REFUNDS RECEIVED (1) $ (23,082 
INTEREST FACTOR (2) 0.9985 
REFUND ADJUSTMENT INCLUDING INTEREST $ (23,046 
SALES TWELVE MONTHS ENDED July 31,2010 MCF 3,205,903 
CURRENT SUPPLIER REFUND ADJUSTMENT $MCF (0.0072 

Date 
(I) Suppliers Refxinds Received Received Amount 
PCB Rehmcl from 'I'GP 17/9/20 10 23,052.06 

Total 23,082.06 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2146150 -0.5 = (0.285385) 
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KYPSC Case No. 201 1-00147 
Attachment II 

- Blended Rate -4,184,463 I 3,205,903 - -1.3052 



KYPSC, Case No. 201 1-00147 
Attachment II 

DELTA NATURAL GAS COMPANY, INC. SCHEDULE I 

GAS COST RECOVERY CALCULATION 

c COST RECOVERY RATE EFFECTIVE *J&YUARY 24, P o l l  I 
PARTICULARS UNIT AMOUNT 

$MCF 5.2952 EXPECTED GAS COST (EGC) 
QUARTERLY GAS COST RATE CONTROL $MCF 0.5295 
QUARTERLY GAS COST (QGC) $MCF 5.8247 
SUPPLIER REFUND (RA) $MCF (0.0072) 
ACRJAL ADJUSTMENT (AA) $MCF 1.6586 
BALANCE ADJUSTMENT (BA) $/MCF (0.0168) 

I- 

GAS COST RECOVERY RATE (GCR) $MCF 7.4593 

EXPECTED GAS COST SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

PRIMARY GAS SUPPLIERS (SCHEDULE 11) 
UTILITY PRODUCTION 
INCLUDABLE PROPANE 
UNCOLLECTIBLE GAS COSTS 

TOTAL ESTIMATED SALES FOR QUARTER 
EXPECTED GAS COST (EGC) RATE 

$ 5,745,983 
$ 
$ 
$ 118,264 
$ 5,864,247 

MCF 1,107,476 
$MCF 5.2952 

SUPPLIER REFUND ADJTJSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE 111) 
PREVIOUS QTJARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
SUPPLIER REFUND ADJUSTMENT (RA) 

$MCF (0.0072) 
$MCF 
$/MCF 
$/MCF 
$MCF (0.0072) 

ACTUAL ADJTJSTMXNT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE IV) 
PREVIOUS QIJARTER 
SECOND PREVIOUS QUARTER 
THIRD PREVIOUS QUARTER 
ACTUAL ADJUSTMENT (AA) 

$/MCF 0.5104 
$MCF 0.1646 
$MCF (0.5276) 

$/MCF 1.6586 
$MCF 1.5112 

BALANCE ADJUSTiUENT SUMMARY CALCULATION 

UNIT AMOUNT PARTICULARS -- 

BALANCE ADJUSTMENT AMOUNT (SCHEDULE V) 
ESTIMATED SALES FOR QUARTER 
BALANCE ADJUSTMENT (BA) 

$ (18,660) 
MCF 1,107,475 

$MCF (0.0168) 

As Fi led  

AMOUNT 

5 1463 

(0 0072) 
17334 

(0.0225) 
6.5520 

AbdOUNT 

6,986,450 

AMOUN'I' 

(0 0072) 

0 5G66 
0 1852 

(0 5276) 
1.5112 
1.733-1 

.AM0 UNT 

(91,007) 
1,3S0,537 

(0.0225J - 





KYPSC Case No. 201 1-00147 
Attachment II 

ELTA NATU SCHEDULE rrr 

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

October 31,2010 

Particulars Unit Amount 

SUPPLIERS REFUNDS RECEIVED (1) 
INTEREST FACTOR (2) 
REFUND ADJUSTMENT INCLUDING INTEREST 
SALES TWELVE MONTHS ENDED October 31,2010 
CURRENT SUPPLIER REFUND ADJUSTMENT 

(23,082) 
0.9985 

$ 

$ (23,046) 
MCF 3,191,092 

$/MCF (0.00721 

Date 
(1) Suppliers RefLuncls Received Received Amount 
PCB Refuncl from TCrP 10/3/2010 23,082 06 

Total 23,082.06 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2153850 -0.5 = (0.284615) 
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KYPSC Case No. 201 1-00147 
Attachment II 

DELTA NATURAL GAS COMPANY, INC. SCHEDULE I 

GAS COST RECOVERY CALCULATION 

cow RECOVERY R . ~ T E  EFFECTWE APRII.  f ~ , ” n  t t -- 

UNIT AMOUNT - - -  - PARTICULARS 

EXPECTED GAS COST (EGC) $/MCF 7.3606 
QUARTERLY GAS COST RATE CONTROL 
QUARTERLY GAS COST (QGC) $/MCF 7.3606 
SIJPPLIER REFUND (RA) $/MCF (0.0289 
ACTUAL ADJUSTMENT (AA) $/MCF 0.4354 
BALANCE ADJUSTMENT (BA) $MCF 0.0614 
GAS COST RECOVERY RATE (GCR) $ N C F  7.8285 

$/MCF 

EXPECTED GAS COST SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

PRIMARY GAS SUPPLIERS (SCHEDULE 10 $ 1,422,528 
UTILITY PRODUCTION $ 
INCLUDABLE PROPANE $ 
UNCOLLECTIBLE GAS COSTS $ 20,286 

$ 1,442,814 
TOTAL ESTIMATED SALES FOR QUARTER MCF 196,018 
EXPECTED GAS COST (EGC) RATE $MCF 7.3606 

SUPPLIER REFUND ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE IIT) $/MCF (0.0145) 
PREVIOUS QUARTER $/MCF (0 0072) 
SECOND PREVIOUS QUARTER $MCF (0 0072) 
THIRD PREVIOUS QUARTER $/MCF 
SUPPLIER REFUND ADJUSTMENT (RA) $/MCF (0.0289) 

I ACTUAL ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

CURRENT QUARTER (SCHEDULE Iv) $MCF 0.2880 
PREVIOUS QUARTER $/MCF 0 5104 
SECOND PREVIOUS QUARTER $/MCF 0 1646 
THIRD PREVIOUS QIJARTER $/MCF (0.5276) 
ACTUAL ADJUSTMENT (AA) $/MCF 0.4354 

BALANCE ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS UNIT AMOUNT 

BALANCE ADJUSTMENT AMOUNT (SCHEDULE V) $ 12,035 
ESTIMATED SALES FOR QUARTER MCF 196,018 
BALANCE ADJUSTMENT (BA) $/MCF 0.0614 

tis Filed 

.\MOUNT 

6 1362 

(0 0289) 
0 S61-L 
0.1044 
7.0731 _ _ - - ~ ~  

-AMOUNT 

1,81ti,310 

20,28(i 
1,536,596 

299,303 
6.1:3ti2 

(0 0145) 
(0.0072) 
(0.0072) 

(0 0 2 3  - 

0 6372 
0 566G 
0 is52 

(0.5276) 
0.861 i 

.-\MOUNT 





KYPSC Case No. 201 1-00147 
Attachment I t  

ELTA NATU MY, INC. SCHEDULE I11 

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

January 31,2011 

SUPPLIERS REFUNDS RECEIVED (1) 
INTEREST FACTOR (2) 
REFUND ADJUSTMENT INCLUDING INTEREST 
SALES TWELVE MONTHS ENDED 
CURRENT SUPPLIER REFUND ADJUSTMENT 

January 31,2011 

.!§ 

$ 
MCF 

$MCF 

Date 
(1) Suppliers Refuncls Received Received Amount 
PCB R e f ~ i ~ i d  from TGP 1/24/2011 48,231 ss 

Total 48,231.88 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2307690 -0.5 = (0.269231) 
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KYPSC Case No. 201 1-00147 
Attachment II 

DELTA NATURAL GAS COMPANY, INC. 

GAS COST RECOVERY CALCUIATION 

c'os'r I~E(:OVGRY RATE E F t w x i v G  .IULY 25, 2011 

PARTICULARS UNIT AMOUNT 

EXPECTED GAS COST (EGC) $MCF 7.5449 
QUARTERLY GAS COST RATE CONTROL 
QUARTERLY GAS COST (QGC) $MCF 7.5449 

$MCF ~- 

SUPPLIER REFUND (RA) SMCF (0.0444) 
ACTUAL ADJUSTMENT (AA) $/MCF 0.2997 
BALANCE ADJIJSTMENT (BA) $MCF (0.8540) 

GAS COST RECOVERY RATE (GCR) $MCF 6.9462 

EXPECTED GAS COST SUMMARY CALCULATION 

UNIT AMOUNT __- - - PARTICULARS 

PRIMARY GAS SUPPLIERS (SCHEDULE 11) $ 1,857,637 
IJTILITY PRODIJCTION s 
INCLUDABLE PROPANE s 
UNCOLLECTIBLE GAS COSTS $ 6,468 

8 1,864,105 
TOTAL ESTIMATED SALES FOR QIJARTER MCF 2-17,01S 

EXPECTED GAS COST (EGC) RATE $MCF 7.5449 

SUPPLIER REFUND ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS _ _  UNIT AMOUNT _. 

CURRENT QUARTER (SCHEDULE III) $MCF (0.0155) 
PREVIOUS QUARTER $MCF (0 01 13) 
SECOND PREVIOUS QUARTER $MCF (0 007'7) 
THIRD PREVIOUS QUARTER $MCF . ( 0 . 0 0 7 ~ )  

SUPPLIER REFUND ADJUSTMENT (RA) $/MCF (0.0444) 

ACTUAL ADJUSTMENT SUMMARY CALCULATION 

PARTICULARS - UNIT AMOUNT 

CURRENT QIJARTER (SCHEDULE rv) $MCF (0.6633) 
PREVIOIJS QUARTER $MCF 0 '880 
SECOND PREVIOUS QUARTER $MCF 0 510-1 
THIRD PREVIOUS QUARTER OMCF 0. lti-lc; 

ACTUAL ADJUSTMENT (AA) $ N C F  0.2997 

BALANCE ADJUSTMENT SUMMARY CALCULATION ,, 

UNIT AMOUNT - PARTICULARS _ _ -  

BALANCE ADJIJSTMENT AMOUNT (SCHEDULE V) $ (210,987) 
ESTIMATED SALES FOR QUARTER MCF 247.068 

BALANCE ADJUSTMENT (BA) $fiICF (0.8540) 

SCHEDULE I 

As Filed 

AMOUNT 

ti 5172 

(0 04-14) 
10606 

(0.46Sl) 
7.0633 -~ 

AVOUNT 

2,261,313 

6,468 
%,267,7SI 

347,968 
6.5172 

(0 01.55) 
(0.0145) 
(0.0072) 
(0.0072) 

____I _ ~ ~ . - _  io. 04 4 4) .. .- 

(162,896) 
3 47,'3(i8 
(0:4G8 1) 
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KYPSC Case No. 201 1-00147 
Attachment I I  

SUPPLIER REFUND ADJUSTMENT 
DETAIL FOR THE THREE MONTHS ENDED 

April 30, 2011 

SCHEDULE I11 

SUPPLIERS REFUNDS RECEIVED (1) 
INTEREST FACTOR (2) 
REFUND ADJUSTMENT INCLUDING INTEREST 
SALES TWELVE MONTHS ENDED 
CURRENT SUPPLIER REFUND ADJUSTMENT 

April 30,2011 NICF 
$/MCF 

Date 
( 1) Suppliers Refunds Receivccl Received Amount 
PCR Refund from TGP 4/4/20 11 -1.s,2:71 88 

48,231.88 Total 

(2) Interest Factor 
RESULT OF PRESENT VALUE 0.2446150 -0.5 = (0.255385) 
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KYPSC Case No. 2011-00147 
Attachment II 

Date Mcf Rate 
May 10 118,796 2.0192 239,873 
June 10 74,891 2.0192 151,220 
July 10 59,885 1.5112 90,498 
Aug 10 52,948 1.5112 80,015 
Sept 10 44,660 1.5112 67,490 
Oct 10 68,797 1.5112 103,966 
Nov 10 127,063 1.5112 192,018 
Dee 10 264,O 10 1.5112 398,972 
Jan 11 767,016 1.5112 1,159,115 
Feb 11 689,367 1.5112 1,041,771 
March 11 477,476 1.5112 721,562 
April 11 371,009 1.5112 560,669 

3,115,918 4,807,168 

Blended Rate 4,807,168 I 3,115,918 = 1.5428 





L GAS COMPANY, INC. 
CASE NO. 2011-00147 

6. Refer to the proposal as explained on page 3 of the Wesolosky Testimony to add a 
control to the Expected Gas Cost (“EGC”) mechanism to prevent the existing 
EGC fiom being decreased when an under-recovery exists or being increased 
when an over-recovery exists for the quarter that rates are to be in effect. Explain 
whether Delta is proposing to re-name the revised EGC mechanism, which, as 
proposed, would be a blend of forward-looking estimates and historical cost 
tracking, and how it will revise its GCR tariff to explain the function of what 
formerly was the “expected” gas cost. 

Response: 

Please refer to the response to Request No. 5. b. for illustrative examples of the GCR 
filings which include the proposed changes (Attachment IT). The quarterly gas cost rate 
control is calculated on Schedule I1 of each of the filings. The EGC would be renamed 
the Quarterly Gas Cost (“QGC”) rate. Included in the calculation of the QGC, would be 
the EGC calculation that is currently included in GCR filings. However, the rate control 
mechanism would be applied to the EGC in determining the QGC. If the goal of the 
mechanism is to recover actual gas costs, while minimizing overhder-recovery, it is 
counter intuitive to reduce rates when you are in an under-recovery position and raise 
rates when you are in an over-recovery position. The basis for the QGC is still the 
expected gas cost but adds a control to help minimize overhnder recoveries. 

The quarterly gas cost rate control becomes effective in the following two scenarios: 

e When the current EGC is less than the prior quarter’s QGC and Delta is in an 
under-recovered position. 

e When the current EGC is greater than the prior quarter’s QGC and Delta is in an 
over-recovered position. 

Furthermore, to lessen the impact on current rates, when the quarterly gas cost rate 
control becomes effective the adjustment is limited to the lesser of: 

e The difference between the current EGC and the prior quarter’s QGC or 

e 10% of the current EGC. 

Sponsoring Witness: 

Matthew D. Wesolosky 





EETA NATURA AS COMPANY, INC. 

REQUEST 
201 E 

7.  Explain how Delta contemplates tracking the collection of gas cost through the 
AA and the Balance Adjustment components of its GCR if a portion of the EGC 
becomes a collectiodrefund mechanism. 

Response: 

The AA would continue to operate as it is currently designed with the exception of the 
line titled “EGC IN EFFECT FOR MONTH”. As shown in Attachment I1 to the 
response to Request No. 5. b., that line would be relabeled “QGC IN EFFECT FOR 
MONTHy indicating that the Quarterly Gas Cost Rate Control was considered in the 
estimation of the GCR. This ensures that the actual adjustment reflects the actual amounts 
billed to customers in a given month. 

Including the Quarterly Gas Cost Rate Control in the estimation of the GCR does not 
fundamentally change how the mechanism tracks gas costs, so there is no need to make 
additional modifications to the AA or the Balance Adjustment. The Quarterly Gas Cost 
Rate Control is not a collectionhefund mechanism. It simply adjusts the estimate of the 
GCR to help the mechanism maintain a reasonable overall over/under recovery balance 
over time. 

Sponsoring Witness: 

Matthew D. Wesolosky 





ELTA NATURAL GAS COMPANY, INC. 
CASE NO. 201 1-00147 

FIRST PSC DATA REQUEST 

8. Provide the number of meter-reading and billing cycles that occur on Delta’s 
system in a typical calendar month. 

R.esponse : 

Delta has three meter readinghilling cycles for its retail customers in a given month. 

Sponsoring Witness: 

Matthew D. Wesolosky 





A NATURAL GAS COMPANY, INC. 
CASE NO. 201 1-00147 

9. Explain whether Delta has considered implementing a monthly GCR to better 
track its gas cost and mitigate under-recoveries. 

Response: 

Yes. Delta believes that making monthly GCR filings could help head off under- 
recoveries in a period of unexpected and rapidly rising prices. However, since the 
significant under-recoveries experienced by Delta have accumulated during a period of 
relatively stable prices, Delta believes that the suggested changes it has proposed will 
more effectively and efficiently mitigate under-recoveries. 

Sponsoring Witness: 

John. B. Brown 


