
36 17 Lexington Road 
Winchester, Kentucky 4039 1-9797 

PHONE: 859-7114 I7  1 

FAX: SS9-741-3623 

July 11,2012 

Mr. Jeff Derouen 
Executive Director 
Kentucky Public Service Commission 
P 0 Box 615 
Frankfort, KY 40602-06 1 5 

RE: AN ADJUSTMENT OF THE PIPE REPLACEMENT PROGRAM RIDER 
OF DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2012-00136 

Dear Mr. Derouen: 

Enclosed are the original and ten (10) copies of the responses to the Commission Staffs Third 
Request for Information in the above-styled case. 

Please confirm your receipt of these documents by placing the File Stamp of your Office on the 
enclosed additional copy. 

Please contact me if you have any questions about this filing. 

Sincerely, 

Connie King 
Manager - Corporate & Employee Services 



COMMONWEALTH OF KI3NTUCKY 

In the Matter of: 

BEFORF, THE PUBLIC SERVICE COMMISSION 
JUL I 2  2012 

PUBLIC SEI'IVICE 
COMMlSSlON 

AN ADJUSTMENT OF THE PIPE 
REPLACEMENT PROGRAM RIDER OF ) CASE NO. 2012-00136 
DELTA NATURAL GAS COMPANY, INC. 

) 

) 

VERIFICATION 

The undersigned, Matthew D.Wesolosky, being duly sworn, deposes and states that he is 

Vice President - Controller of Delta Natural Gas Company, Inc. and that he has personal 

knowledge of the matters set forth in the responses for which he is identified as the witness, 

and the answers contained therein are true and correct to the best of his information, 

knowledge and belief. 

STATE OF KENTUCKY ) 
) 

COUNTY OF CLARK ) 

Subscribed and sworn to before me, a Notary Public in and before said County and State, this qe day of July, 20 12 

(SEAL) 
Notary @blic 

My Commission Expires: 

d / J J ? / p  /b 





ELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2012-00136 

T PSC REQUEST 
TED 5,2012 

1. Refer to Delta's response to Items 1.1. and 6 of Commission Staffs Second Request for 
Information ("Staffs Second Request"). 

a. 

b. 

RESPONSE: 

a. 

b. 

Explain whether Delta is willing to add the following tariff provision to its 
Calculation of Pipe Replacement Rider Revenue Requirement in its Pipe 
Replacement program Rider ('TRP'') tariff, in order to provide for operating 
expense reductions: "e) Reduction for savings in Operating and Maintenance 
expenses." 

Show the effect on Delta's proposed PRP rate if its PRP revenue requirement 
includes reductions for savings in operating and maintenance expenses. 

Yes, Delta is willing to add savings in operation and maintenance to its PRP tariff. 

See Exhibit 1 for the effect an Delta's PRP rate if its PRP revenue requirement 
includes reductions for savings in operating and maintenance expenses. Schedule I 
computes the PRP rate as instructed in question l.b, compares it to Delta's 
proposed PRP rates and is supported by Schedule I1 which shows the PRP 
expenditures and related depreciation and tax impacts. Schedule I is also supported 
by Schedule I11 which shows the Cost of Service items. Finally, Schedule IV is a 
revised tariff sheet reflecting the language mentioned in question I .a. above. 

Delta also respectfblly requests the Commission to consider allowing Delta 
recovery through the PRP tariff of increased property taxes resulting from additions 
of PRP-related plant In-Service, similar to methodology used in the Atinos PRP 
filing. Delta has prepared Exhibit I1 with all of the detail schedules as explained 
for Exhibit I above assuming the Coinmission allows consideration of the increased 
expenses as well as the reduction of expenses. 

Sponsoring Witness: 

Matthew D. Wesolosky 
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DELTA NATURAL GAS COMPANY, INC. 
EXHIBIT I 
Schedule I V  

P.S.C. No. 12, First Revised Sheet No. 43 
Superseding P.S.C. No. 12, Original Sheet No. 43 

CERTIFICATION OF SERVICE 
RATE SCHEDULES 

DATE OF ISSUE: 
DATE EFFECTIVE: (Final Meter Reads) 
ISSUED BY: Glenn R. Jennings, Chairman of the Board, President and CEO 

PIPE REPLACEMENT PROGRAM (“PRP”) RIDER 

AP P Ll CAB I Ll TY 

Applicable to  all customers receiving service under the Company’s Rate Schedules, Residential, Small Non-Residential, 
Large Non-Residential and Interruptible Services. 

CALCULATION OF PIPE REPLACEMENT RIDER REVENUE REQUIREMENT 

The PRP Rider Revenue Requirement includes the following: 
a. 

b. 
C. 

PRP-related Plant In-Service not included in base gas rates minus the associated PRP-related accumulated 
depreciation and accumulated deferred income taxes; 
Retirement and removal of plant related to PRP construction; 
The weighted average cost of capital on the net rate base is the overall rate of return on capital 
authorized in the Company’s latest base gas rate case, grossed up for federal and state income taxes and 
PSC assessment; 
Depreciation expense on the PRP - related Plant In-Service less retirement and removals; 
Reduction for savings in operating and maintenance expense. 

d. 
e. 

PIPE REPLACEMENT PROGRAM FACTORS 

All customers receiving service under Delta’s Residential, Small Nan-Residential, Large Non-Residential and Interruptible 
Service Rate Schedules shall be assessed a monthly charge in addition to the Customer Charge component of their 
applicable rate schedule that will enable the Company to complete the pipe main replacement program. 

The PRP Rider will be updated annually, in order to reflect the impact on the Company’s revenue requirements of net 
plant additions as well as a balancing adjustment for the preceding program year. Such adjustment to the Rider will 
become effective with meter readings on and after the first billing cycle of May, and will reflect the allocation of the 
required revenue increase based on the revenue distribution approved by the Commission. 

Issued by Authority of an Order of the Public Service Commission of KY in Case No. 2012- dated ,2012 
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DELTA NATURAL GAS COMPANY, INC. EXHIBIT I1 
Schedule IV 
P.S.C. No. 12, First Revised Sheet No. 43 

Superseding P.S.C. No. 12, Original Sheet No. 43 

CERTIFICATION OF SERVICE 
RATE SCHEDULES 

DATE OF ISSUE: 
DATE EFFECTIVE: (Final Meter Reads) 
ISSUED BY: Glenn R. Jennings, Chairman of the Board, President and CEO 

PIPE REPLACEMENT PROGRAM (“PRP”) RIDER 

AP P LI CAB I LITY 

Applicable to al l  customers receiving service under the Company’s Rate Schedules, Residential, Small Non-Residential, 
Large Non-Residential and Interruptible Services. 

CALCULATION OF PIPE REPLACEMENT RIDER REVENUE REQUIREMENT 

The PRP Rider Revenue Requirement includes the following: 
a. 

b. 

PRP-related Plant In-Service not included in base gas rates minus the associated PRP-related accumulated 
depreciation and accumulated deferred income taxes; 
Retirement and removal of plant related to PRP construction; 
authorized in the Company’s latest base gas rate case, grossed up for federal and state income taxes and 
PSC assessment; 
Depreciation expense on the PRP - related Plant In-Service less retirement and removals. 
Reduction for savings in operating and maintenance expense; 
increased property tax  expense on the PRP-related Plant In-Service. 

d. 
e. 
f. 

PIPE REPLACEMENT PROGRAM FACTORS 

All customers receiving service under Delta’s Residential, Small Non-Residential, Large Non-Residential and Interruptible 
Service Rate Schedules shall be assessed a monthly charge in addition to the Customer Charge component of their 
applicable rate schedule that will enable the Company to  complete the pipe main replacement program. 

The PRP Rider will be updated annually, in order to  reflect the impact on the Company’s revenue requirements of net 
plant additions as well as a balancing adjustment for the preceding program year. Such adjustment to the Rider will 
became effective with meter readings on and after the first billing cycle of May, and will reflect the allocation of the 
required revenue increase based on the revenue distribution approved by the Commission. 

Issued by Authority of an Order of the Public Service Commission of KY in Case No. 2012- dated ,2012 


