
3617 Lexington Road 
Winchester, Kentucky 4039 1-9797 

PHONE: 859-744-6 17 1 
FAX: 859-744-3623 

April 24,2009 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
P 0 Box 615 
Frankfort, ICY 40602-06 15 

RE: CASE NO. 2008-00408 

Dear Mr. Derouen: 

Enclosed are the original and ten copies of Delta’s response to the Second Data Request 
of the Commission Staff in the above styled case. Delta’s response is on behalf of Delta 
only. Atmos Energy Corporation and Columbia Gas of Kentucky, Inc. plan to file their 
own separate responses. Thus, there will be no joint LDC response. 

Please acknowledge receipt of this filing by stamping the extra copy of the cover letter 
and returning to Delta in the envelope provided. 

Sincerely, 

&luY& %i!y 
Connie King 
Manager - Corporate & Employee Services 

cc: All Parties of Record 



Allen Anderson 
Manager 
South Kentucky R.E.C.C. 
P. 0. Box 910 
925-929 N. Main Street 
Somerset, KY 42502-0910 

Lonnie E Bellar 
Vice President - State Regulation 
Kentucky Utilities Company 
220 West Main Street 
P. 0. Box 32010 
Louisville, KY 40202 

Lonnie E Bellar 
Vice President - State Regulation 
Louisville Gas and Electric Company 
220 W. Main Street 
P. 0. Box 32010 
Louisville, KY 40202 

Daniel W Brewer 
President and CEO 
Blue Grass Energy Cooperative Corp. 
P. 0. Box 990 
1201 Lexington Road 
Nicholasville, KY 40340-0990 

John B Brown 
Chief Financial Officer, Treasurer & 
Delta Natural Gas Company, Inc. 
361 7 Lexington Road 
Winchester, KY 40391 

Sharon K Carson 
Finance & Accounting Manager 
Jackson Energy Cooperative 
115Jackson Energy Lane 
McKee, KY 40447 

Judy Cooper 
Manager, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. 0. Box 14241 
Lexington, KY 40512-4241 

Rocco DAscenzo 
Duke Energy Kentucky, Inc. 
P. 0. Box 960 
139 East 4th Street 
Cincinnati. OH 45201 

Honorable Scott H DeBroff 
Attorney at Law 
Rhoads & Sinon, LLP 
One South Market Square 
PO Box 1146 
Harrisburg, PA 17108-1146 

Paul G Embs 
President & CEO 
Clark Energy Cooperative, Inc. 
P. 0. Box 748 
2640 Ironworks Road 
Winchester, KY 40392-0748 

Carol H Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY 41 143 

Mark David Goss 
Frost, Brown, Todd, LLC 
250 West Main Street 
Suite 2700 
Lexington, KY 40507 

Ted Hampton 
Manager 
Cumberland Valley Electric, Inc. 
Highway 25E, P. 0. Box 440 
Gray, KY 40734 

Larry Hicks 
General Manager 
Salt River Electric Cooperative Corp. 
11 1 West Brashear Avenue 
P. 0. Box 609 
Bardstown, KY 40004 

Kerry K Howard 
General ManagedCEO 
Licking Valley R.E.C.C. 
P. 0. Box 605 
271 Main Street 
West Liberty, KY 41472 

Honorable Dennis G Howard I I  
Assistant Attorney General 
Office of the Attorney General Utility & Rate 
1024 Capital Center Drive 
Suite 200 
Frankfort, KY 40601-8204 

James L Jacobus 
PresidenffCEO 
Inter-County Energy Cooperative Corporation 
1009 Hustonville Road 
P. 0. Box 87 
Danville, KY 40423-0087 

Honorable Tyson A Kamuf 
Attorney at Law 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Honorable Michael L Kurtz 
Attorney at Law 
Boehm, Kurtz & Lowry 
36 East Seventh Street 
Suite 1510 
Cincinnati, OH 45202 

Robert Marshall 
PresidenffCEO 
East Kentucky Power Cooperative, Inc. 
4775 Lexington Road 
P. 0. Box 707 
Winchester, KY 40392-0707 

Mark Martin 
VP Rates & Regulatory Affairs 
Atmos Energy Corporation 
3275 Highland Pointe Drive 
Owensboro, KY 42303 
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Debbie Martin 
President and CEO 
Shelby Energy Cooperative, Inc. 
620 Old Finchville Road 
Shelbyville, KY 40065 

Bums E Mercer 
Presidenff CEO 
Meade County R.E.C.C. 
P. 0. Box 489 
Brandenburg, KY 401 08-0489 

Michael L Miller 
President & CEO 
Nolin R.E.C.C. 
411 Ring Road 
Elizabethtown, KY 42701-6767 

Barry L Myers 
Manager 
Taylor County R.E.C.C. 
100 West Main Street 
P. 0. Box 100 
Campbellsville, KY 42719 

Sanford Novick 
President and CEO 
Kenergy Corp. 
31 11 Fairview Drive 
P. 0. Box 1389 
Owensboro, KY 42302 

G. Kelly Nuckols 
President & CEO 
Jackson Purchase Energy Corporation 
2900 lrvin Cobb Drive 
P. 0. Box 4030 
Paducah, KY 42002-4030 

Christopher S Perry 
President & CEO 
Fleming-Mason Energy Cooperative 
P. 0. Box 328 
Flemingsburg, KY 41041 

Bill Prather 
Farmers R.E.C.C. 
504 South Broadway 
P. 0. Box 1298 
Glasgow, KY 42141-1298 

Bobby D Sexton 
PresidenffGeneral Manager 
Big Sandy R.E.C.C. 
504 1 l t h  Street 
Paintsville, KY 41240-1422 

David A Spainhoward 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 4241 9-0024 

Mark Stallons 
PresidenVCEO 
Owen Electric Cooperative, Inc. 
8205 Highway 127 North 
P. 0. Box 400 
Owenton, KY 40359 

Errol K Wagner 
Director of Regulatory Services 
American Electric Power 
101A Enterprise Drive 
P. 0. Box 5190 
Frankfort, KY 40602 
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COMMONWEALTH OF KENTUCKY 
APR ?, 8 2009 

In the Matter of: 

CONSIDERATION OF THE NEW FEDERAL 

AND SECURITY ACT OF 2007 
STANDARDS OF THE ENERGY INDEPENDENCE ) CASE NO. 2008-00408 

CERTIFICATION 

The undersigned, Glenn R. Jennings, states that he is Chairman of the Board, President and 

Chief Executive Officer of Delta Natural Gas Company, Inc., a corporation, ("Delta") and 

certifies that he supervised the responses to the Second Data Request of Commission Staff to 

Delta herein and that the responses are true and accurate to the best of the undersigned's 

knowledge, information and belief formed after a reasonable inquiry. 

Dated this 24t" day of April, 2009 

Glenn F b d n i n g s  ' 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2008-00408 

SECOND DATA REQUEST OF COMMISSION STAFF 
DATED APRIL 13,2009 

35. Refer to tlie response of IUJ aiid LG&E to Staffs Initial Data Request, Itern 89, 
regarding tlie descriptioii of tlie type of aiuiual rate review authorized by tlie Coiniiiissioii 
iii coiuiectioii with L,G&E’s initial DSM plan. What is your position on a review and/or 
decoupling approach based on maintaining a specific revenue amount or, alternatively, a 
specific amount of reveiiue per customer? 

RESPONSE: 

Maintaining a specific amount of revenues in total or per custoiner is an alternative way 
of recovering tlie amount o f  revenues necessary to meet tlie utility’s needs. It is iiecessary 
to iiisure that sucli revenue amounts are adequate aiid that they are reviewed and kept up- 
to-date. 

Decoupliiig reveiiues from volumes helps tlie utility to recover tlie necessary revenues 
regardless of usage patterns. Collecting tlie required reveiiues in a inoiitlily customer 
charge is a forin o f  decoupling, but still tlie inoiitlily custoiner charge must be 
periodically reviewed aiid kept current. Keeping rates current tlu-ough frequent rate cases 
is an option that is currently available to utilities, but it is costly for customers. 

An aiuiual review meclianisiii could lielp accomplisli this objective at a lesser cost to 
customers than aiuiual rate cases. Such an annual rate review riiecliaiiisin would also 
adjust to reflect other changes, sucli as in custoiner consumption and tlie iiumber of 
customers, thus allowing utilities to better promote custoiner conservation aiid efficiency 
by aligning utility aiid custoiner interests. Any metliod that aligns tliose iiiterests is 
acceptable, but tliose methods that are tlie least expensive to our customers are preferable. 

Responding Witness: 
Gleiui R. Jeiuiings 



DELTA NATTJRAL GAS COMPANY, INC. 
CASE NO. 2008-00408 

SECOND DATA REQUEST OF COMMISSION STAFF 
DATED APRIL 13,2009 

37. In response to Staffs Initial Data Request, Item 96(d), Delta states that tlie cost- 
of-service study in its most recent rate case indicated that fi-illy allocating tlie customer- 
related costs would require a residential inoiitlily charge of $24.16. Is it a concern tliat, at 
some level of customer charge, custoiners that may not heat with gas, but may have a gas 
water heater, gas stove, fireplace or some combination of those services, might replace 
gas with another energy source? Explain. 

RE3PONSE: 

We are coiiceriied that if gas custoiiiers use gas oiily for non-space heating purposes tlien 
a fully-allocated nioiitlily customer charge may result in some customers choosiiig otlier 
eiiergy sources sucli as electric. We view natural gas as a part of tlie solution to tlie 
eiiergy needs of our state and our country as we all address a carbon constrained fiiture. 
Natural gas can help and should also play an iiiiportaiit role in strengthening ICeiitucIty 's 
economy, particularly if there can be increased production of natural gas from Kentucky 
to m e t  fiiture state and national needs. 

Natural gas has iiiaiiy uses, iiicluding space heating (ftiriiaces and gas logs), water 
heating, coolting, clothes drying and outdoor lighting. Current and future custoiner use of 
natural gas for these uses instead of electricity would lessen the need for electric 
generating and transmission facilities to be constructed. Such increased residential gas 
utilization, in addition to assisting as an enviroiuiiental solution for carbon constraints, 
would lessen the impact 011 gas custoiners of higher niontlily custoiiier charges. 

Responding Witness: 
Gleiui R. Jeiuiings 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2008-00408 

SECOND DATA REQUEST OF COMMISSION STAFF 
DATED APRIL 13,2009 

38. Refer to Delta’s response to Staffs Initial Data Request, Item 97. If an annual 
rate-review mechanism such as the one recently supported in the General Assembly were 
in place, what would have been the effect on rates for each of the most recent five 
calendar years? 

RESPONSE: 

The impact of such a mechanism on Delta’s rates for the last five calendar years has been 
estimated and is included with this response herein. This calculation assumes that the 
rate treatment in Delta’s last rate case decided by the Commission in 2004 would have 
been reflected through the mechanism proposed by Delta in its 2007 rate filing. Note that 
the mechanism proposed by Delta in 2007 provides an annual adjustment in revenues to 
reflect a return on equity within a 50 basis point band of that allowed in that 2004 case. 
For simplicity, however, the calculation attached does not consider such a band but 
adjusts each year based on the 10.5% allowed return on equity. This analysis is not 
meant to represent a complete filing to comply with the filing requirements for an annual 
rate review mechanism. Rather it is an estimate of what such a rate review mechanism 
may have yielded on an historic basis. Actual results would depend on the details of rate 
case results and the details of whatever mechanism was implemented. The attached 
analysis contrasts the impact on customers through rates of an annual adjustment versus 
traditional rate cases. We have reflected the impacts of the two rate cases we had 
completed during the 5 years involved. 

Responding Witness: 
John B. Brown 
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