
G@ise ~~~~~~~~~~~~ 

3617 Lexington Road 
Winchester, Kentucky 40391-9797 

www.deltagas.com 

PHONE: 859-744-61 71 
FAX: 859-744-3623 

April 15,2013 

PUBLIC SERVICE 
COMMISSION 

Mr. Jeff Derouen 
Executive Director 
Kentucky Public Service Commission 
P 0 Box 615 
Frankfort, KY 4060246 1 5 

RE: Purchased Gas Adjustment Filing of Delta Natural Gas Company, Inc. 
Case No. 2013-00114 

Dear Mr. Derouen: 

Enclosed are the original and five (5) copies of the responses to the Commission Staffs Initial 
Request for Information dated April 9,20 13 in the above-styled case. 

Please indicate receipt of this filing by date stamping the enclosed duplicate of this letter. 

Sincerely, 

Connie King 
Manager - Corporate & Employee Services 

http://www.deltagas.com


COMMONWEA~TH OF 

EFORE THE PUBLIC SERVICE CO~MISSION 

In the Matter of: 

ASED GAS ADJUSTMENT FILING OF ) 
ELTA NATURAL GAS COMPANY, INC. ) CASE NO. 2013-00114 

VERIFICATION 

The undersigned, John B. Brown, being duly sworn, deposes and states that he is Chief 

Financial Officer, Treasurer and Secretary 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. 

JohgB. Brown 

STATE OF KENTUCKY ) 

COUNTY OF CLARK 

Subscribed and sworn to before me, a Notary Public in and before said County and State, this 
/ O x  day of April, 20 13. 

My Commission Expires: 

6 / o z o / a / 6  



COMMONWEALT OF KENTUCKY 

EFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PIJRCHASED GAS ADJUSTMENT FILING OF 1 
ELTA NATURAL GAS COMPANY, INC. 1 CASE NO. 2013-00114 

VERIFICATION 

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

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

howledge 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 
// day of April, 2013. 

(SEAL) 

My Commission Expires: 

6 L f2-o/cm/b i 



c NC. 
3- 

1. Explain the 44.5 percent increase in Delta’s Expected Gas Cost (“EGC”), from 
$4.5917 per Mcf in its previous Gas Cost Recovery (”GCR’) application, to 
$6.6351 per Mcf in its current application. The explanation should include the 
effect of any increases in wholesale gas cost and pipeline supplier cost, as well as 
any impact of Delta’s EGC calculation methodology on the magnitude of the 
increase. 

Response: 

Delta’s EGC increased $2.0434 in its current application, from its previous GCR 
application. There were no increases in pipeline charges. The pipeline charges are fixed 
demand related charges related to the capacity assigned to Delta on the respective 
pipeline. During the non-heating months, these fixed demand charges are recovered over 
fewer MCF than in the heating months, which increase the cost per MCF being included 
in the current GCR application as compared to the prior quarter’s GCR application. It is 
normal at this time of year for Delta’s GCR rate to increase because of the lower MCF 
impact. The wholesale commodity charges included in the GCR application are the 
forward prices at the respective delivery points at the time the GCR application is 
prepared. As shown on the attached exhibit, the proposed GCR rate, although increased 
as compared to the GCR rate in the prior quarter, is consistent with the GCR rate 
approved in April 20 12 which is a period with similar pipeline and wholesale commodity 
charges to be recovered over similar volumes. 

Sponsoring Witness: 

Matthew D. Wesolosky 
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A NA 4 GAS C 
CASE NO. 2013-00114 

2. Provide an explanation for Delta’s $1.1424 current quarter Actual Adjustment 
(”AA”). The explanation should include any unexpected increases in wholesale 
gas cost during the months of November and December 2012 and January 201 3 as 
compared to the $4.3 11 9 EGC in effect during those months, as well as any 
impact of Delta’s AA calculation methodology on the magnitude of the 
adjustment. 

Response: 

There were no significant unexpected increases in wholesale gas cost for the period 
November, 201 2 through January, 2013. The Actual Adjustment resulted from 
differences in weather for the time period used to measure purchases versus the time 
period used to measure recovery of the GCR through billings. The actual volumes 
purchased include purchases incurred from November 1 , 201 2 to January 3 1, 201 3. The 
billed volumes for November through January reflect service rendered from September 
28 through December 29. The billing period used to measure recovery for the Actual 
Adjustment was approximately 70% warmer than the three months ended January 3 1, 
2013. 

Sponsoring Witness: 

Matthew D. Wesolosky 



3 .  State whether Delta’s proposal to collect its Balance Adjustment over four 
quarters instead of one is a revision that it has considered proposing on a 
permanent basis. 

Response: 

Delta would be willing to consider proposing on a permanent basis to collects its Balance 
Adjustrnent over four quarters. 

Sponsoring Witness: 

John B. Brown 



4. Explain why the 53 percent increase in the total GCR rate, from $5.393 1 per Mcf 
to $8.2522 per Mcf is reasonable, given the continued relatively low price of 
natural gas. 

Response: 

The continued lower price of natural gas is reflected in the wholesale commodity charges 
included in the GCR rate. However, in addition to these commodity costs, the GCR rate 
is also impacted by fixed pipeline charges and adjustments for under-recovery in prior 
periods which are being recovered over a quarter with relatively low volumetric sales, as 
further discussed in Items 1. and 2. of this data request. 

The GCR mechanism was designed to recover dollar-for-dollar the cost of natural gas 
consumed by a utilities’ Customers. The current GCR application reflects the estimated 
cost of gas to be purchased on behalf of Delta’s customers for the quarter ending July, 
2013 and also provides for recovery of gas previously purchased on behalf of Delta’s 
customers, which has not been recovered. The proposed GCR rate, although increased as 
compared to the GCR rate in the prior quarter, is consistent with the GCR rate approved 
in April 2012 which is a period with similar pipeline and wholesale commodity charges 
to be recovered over similar volumes, as shown in Exhibit I of Item 1. This is a normal 
occurrence for this particular quarter of the year. 

Sponsoring Witness: 

John B. Brown 


