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Delta Natural Gas Company, Inc. (“Delta”), pursuant to KRS 278.400, submits its Motion 

for Clarification regarding three issues related to the Commission’s January 3, 2022 Order in this 

proceeding.   The three issues are: (1) the adjustment regarding rate base and capitalization; (2) the 

adjustment regarding the removal of costs related to the Nicholasville pipeline right-of-way; and 

(3) resetting the Conservation/Energy Program Cost Recovery Component (“CEPRC”) to zero.  In 

further support of this Motion, Delta respectfully states as follows: 

1. Rate Base Adjustment  

Delta filed an Application for an adjustment of its gas rates on May 28, 2021.  On 

November 9, 2021, Delta and the only intervenor in the proceeding, the Attorney General of the 

Commonwealth of Kentucky, tendered a Stipulation and Recommendation (“Stipulation”) for the 

Commission’s review and approval that, if approved, would resolve all of the contested issues in 

the matter.   

On January 3, 2022, the Commission issued an order (“Order”) finding that the Stipulation 

should be approved with several modifications.  The first modification the Commission made to 
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the Stipulation pertains to utilizing rate base instead of capitalization to calculate the revenue 

requirement.1  The Order notes that the Attorney General’s witness “recommended that Delta’s 

revenue requirement be based on rate base, instead of capitalization.”2  The Order then states that 

“The Stipulation does not include this adjustment, although it does include two adjustments to rate 

base.  The Commission finds that Delta’s revenue requirement should be based on rate base instead 

of capitalization,” and the Commission then decreased Delta’s revenue requirement by $208,375 

in attempting to perform this adjustment.3 

Delta requests clarification regarding the Commission’s rate base adjustment because the 

revenue requirement in the Stipulation is based on rate base, instead of capitalization.  As such, 

the Commission’s adjustment to rate base performed the adjustment twice and erroneously 

lowered Delta’s revenue requirement.    Section 1.1(c) of the Stipulation states that: 

 

Mr. John Brown’s testimony in support of the Stipulation confirms this understanding:4 

 

The Commission notes on page 4 of the Order that utilization of the rate base method was a term 

of the Stipulation.5  

                                                 
1 In the Matter of: Electronic Application of Delta Natural Gas Company, Inc. for an Adjustment of Its Rates and a 
Certificate of Public Convenience and Necessity (Case No. 2021-00185) (Ky. PSC Jan. 3, 2022) at page 5.  
2 Id.  
3 Id. at pages 5-6. 
4 Brown Stipulation Testimony at 5.  
5 Order at 4.  
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 The fact that rate base was utilized in the Stipulation is also borne out in the calculation of 

the revenue requirement.  Exhibit JB-1 to Mr. Brown’s testimony in support of the Stipulation 

notes that the rate base in Delta’s May 28, 2021 Application was $136,735,989.   From that value, 

the two adjustments highlighted in blue were made as part of the Stipulation, which results in the 

$134,688,776 utilized in the Stipulation with any minor difference due to rounding: 

 

 

 As a final assurance, Staff Hearing Data Request No. 5 required Delta to provide Delta’s 

capital structure for the proposed Stipulation.  Delta’s response confirms the rate base value of 

$134,688,776, which was lower than capitalization by $4,118,302: 
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Given that the revenue requirement in the Stipulation is already computed utilizing rate 

base, the Commission’s adjustment double-counted the adjustment, and erroneously reduces 

Delta’s revenue requirement by $208,375.   Delta respectfully requests that the Commission clarify 

its January 3, 2022 Order and eliminate the modification regarding the use of rate base, as such 

adjustment was fully captured in the Stipulation.  

2. Nicholasville Pipeline Rights-of-Way  

The Commission modified the Stipulation to remove the costs associated with the 

Nicholasville Pipeline rights-of-way because Delta has not yet filed or received approval for a 

CPCN.6   The Order states that the modification “results in a rate base reduction of $1,084,251 and 

a revenue requirement reduction of $103,374.”7  Delta respectfully states that the amount of the 

revenue requirement reduction is erroneous.   

Consistent with the requirement of 807 KAR 5:001, Section 16(6)(c), Delta presented its 

rate base by estimating its total plant as of December 31, 2021, and then adding to that amount the 

                                                 
6 Order at 6-7. 
7 Id. at 7. 
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estimated thirteen-month average additions during calendar year 2022, which is the forecasted test 

year. As the supporting schedule filed with Post-Hearing Request for Information Item No. 1 

illustrates, the $1,084,251 for rights-of-way was assumed to be added ratably throughout 2022.  

This averaging reduced the actual addition to rate base to $541,850, as shown on the supporting 

schedule, or roughly half of the projected spend amount.   Because the $1,084,251 in rights-of-

way costs only added $541,850 to Delta’s rate base, the reversal of the costs should be the identical 

amount. 

 As shown in that response to Post-Hearing Request for Information Item No. 1, the 

corresponding revenue requirement impact is $49,358, which is less than the $103,374 in the 

Order.  Delta requests that the amount of the revenue requirement impacted by the Commission’s 

disallowance of the right-of-way costs be clarified to reflect the amount of the removal as 

calculated by Delta’s response to Item No. 1 of the Commission’s Post-Hearing Data Requests. 

3. Resetting CEPRC Rate to Zero 

Delta passes the costs of its conservation and efficiency programs to residential customers 

through the tariffed CEPRC. Delta’s conservation and efficiency programs were terminated by the 

Commission’s June 28, 2018 Order in Case No. 2018-00029.   Since that time, the only costs being 

passed through the CEPRC have been the remaining lost sales from prior conservation programs. 

The current CEPRC is $.09180/Mcf.  

Pursuant to Sheet No. 40 of Delta’s tariff, the revenues for lost sales calculated for a twelve-

month period shall be included in the CEPRC “until the implementation of new base rates pursuant 

to a general rate case.”  As such, the CEPRC rate should be set to 0/Mcf until such time as Delta 

were to propose and obtain approval of any new conservation or efficiency programs.  Because 

the CEPRC will be reduced to 0/Mcf and Delta currently does not have any active programs that 
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trigger costs under this mechanism, Delta will have no further annual filings to make pursuant to 

the CEPRC.  Delta requests clarification of the January 3, 2022 Order confirming that it has the 

authority to reset the CEPRC to 0/Mcf for residential customers.8 

WHEREFORE, Delta respectfully requests that the Commission clarify its January 3, 2022 

Order with respect to the three issues identified herein. 

 

 

Dated: January 12, 2022   Respectfully submitted, 

 
 
____________________________________ 
Monica H. Braun 
Mary Ellen Wimberly  
monica.braun@skofirm.com 
Maryellen.wimberly@skofirm.com 
Stoll Keenon Ogden PLLC 
300 West Vine Street 
Suite 2100  
Lexington, KY  40507 
Telephone: (859) 231-3000 
Facsimile: (859) 259-3503 
Counsel for Delta Natural Gas Company, 
Inc.  

 

  

                                                 
8 When Delta filed its tariffs on January 12, 2022 implementing the rates ordered by the Commission in its January 
3, 2022 Order, Delta included a $0/Mcf CEPRC.  
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CERTIFICATE OF COMPLIANCE  

 In accordance with the Commission’s Order of July 22, 2021 in Case No. 2020-00085 
(Electronic Emergency Docket Related to the Novel Coronavirus COVID-19), this is to certify 
that the electronic filing has been transmitted to the Commission on January 12, 2022; and that 
there are currently no parties in this proceeding that the Commission has excused from 
participation by electronic means. 

 

     ____________________________________ 
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