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O R D E R 

On October 24, 2024, Delta Natural Gas Company, Inc. (Delta) filed a notice of 

intent to file an application seeking an adjustment of rates using a forecasted test year 

with a base period consisting of the twelve months ending February 28, 2025, and a 

twelve-month forecasted period ending June 30, 2026.  On November 25, 2024, Delta 

filed an application pursuant to KRS 278.180, KRS 278.190, KRS 278.192, and 807 KAR 

5:001 requesting (1) approval for an adjustment of rates; (2) approval of certain regulatory 

and accounting treatments; (3) approval of depreciation rates; and (4) approval of tariff 

revisions.   

BACKGROUND 

Delta is a Kentucky corporation, in good standing, providing natural gas service to 

approximately 40,000 customers.1  Delta’s principal office is located in Winchester, 

Kentucky.  Delta purchases, stores, and transports natural gas in 34 Kentucky counties.2  

 
1 Application at 1. 

2 Application at 2–3.  Delta serves the following counties: Bath, Estill, Montgomery, Menifee, 
Madison, Powell, Garrard, Jackson, Lee, Bourbon, Jessamine, Rowan, Bell, Knox, Whitley, Laurel, Clay, 
Leslie, Lincoln, Fayette, Fleming, Clark, Robertson, Mason, Lawrence, Johnson, Martin, Magoffin, Floyd, 
Pike, Perry, Knott, Breathitt, and Letcher.  John Brown revised his testimony to include Breathitt at the 
hearing held on April 17, 2025.  John Brown Hearing Video Testimony (HVT) April 17, 2025, beginning at 
09:09. 
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Delta is a wholly owned subsidiary of PNG Companies LLC, which is a wholly owned 

subsidiary of LDC Funding, LLC; and LDC Funding, LLC is wholly owned by Essential 

Utilities, Inc.3  Delta last filed for a general adjustment of rates in Case No. 2021-00185.4   

The Attorney General of the Commonwealth of Kentucky, by and through the 

Office of Rate Intervention (Attorney General) was granted intervention in this 

proceeding.5  On December 18, 2024, David Smith filed a request for intervention and on 

January 8, 2025, the Commission denied the request.6  Pursuant to a procedural schedule 

established on December 5, 2024, Delta filed direct and rebuttal testimony, and 

responded to multiple rounds of discovery from Commission Staff and the Attorney 

General.7  By the same Order, the Commission suspended the effective date of the 

proposed rates for six months, up to and including July 1, 2025.  The procedural schedule 

also set a date for an informal technical conference on December 17, 2024.8  A second 

informal conference was held on January 10, 2025.9  On January 28, 2025, the 

 
3 Case No. 2021-00283, Electronic Joint Application of Essential Utilities, Inc., LDC Funding, LLC, 

LDC Holding, LLC, PNG Companies LLC, and Delta Natural Gas Company, Inc. for Approval of an Indirect 
Change of Control of Delta Natural Gas Company, Inc. (Ky. PSC Sept. 23, 2021). 

4 Case No. 2021-00185 Electronic Application of Delta Natural Gas Company, Inc. For an 
Adjustment of Its Rates And A Certificate of Public Convenience And Necessity (filed June 4, 2021). 

5 Order, Dec. 4, 2024. 

6 Order Jan. 8, 2025. 

7 Delta’s Response to Commission Staff’s First Request for Information (Staff’s First Request) (filed 
Dec. 9, 2024); Delta’s Response to Commission Staff’s Second Request for Information (Staff’s Second 
Request) (filed Jan. 3, 2025); Delta’s Response to Commission Staff’s Third Request) (filed Jan. 31, 2025); 
Delta’s Response to Attorney General’s First Request for Information (Attorney General’s First Request) 
(filed Jan. 3, 2025); Delta’s Response to Attorney General’s Second Request for Information (Attorney 
General’s Second Request) (filed Jan. 31, 2025). 

8 A memorandum summarizing the informal technical conference was filed into the record on Jan. 2, 
2025, corrected on Jan. 6, 2025. 

9 A memorandum summarizing the informal conference was filed into the record on Jan. 14, 2025. 
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Commission ordered that a public comment hearing be held in Manchester, Kentucky, on 

March 11, 2025.  On March 24, 2025, a filing was made with the attendance at the public 

hearing. 

By Order dated January 27, 2025, a hearing was scheduled in this matter to begin 

on April 17, 2025.  Prior to the hearing, on April 14, 2025, a Joint Stipulation, Settlement 

Agreement, and Recommendation (Joint Settlement) from Delta and the Attorney General 

(the Parties) was filed by Delta into the record along with Joint Settlement testimony from 

John Brown, Delta’s President.  Additionally, on April 14, 2025, Delta filed a motion for 

leave to make the filing outside of the procedural schedule.10  A formal hearing was held 

on April 17, 2025.  Delta responded to one post-hearing request for information.11  On 

May 9, 2025, Delta filed a brief in support of the Settlement in this matter.  This matter 

now stands submitted for a decision. 

LEGAL STANDARD 

 Pursuant to KRS 278.030(1), the Commission’s statutory obligation when 

reviewing a rate application is to determine whether the proposed rates are “fair, just and 

reasonable.”12  Delta bears the burden of proof to show that the proposed rates are just 

and reasonable under the requirements of KRS 278.190(3).    

Pursuant to KRS 278.2207(1)(a), “services and products provided to the utility by 

an affiliate shall be priced at the affiliate's fully distributed cost but in no event greater than 

market or in compliance with the utility's existing USDA, SEC, or FERC approved cost 

 
10 Delta’s Motion for Leave to File Stipulation and Testimony (filed Apr. 14, 2025). 

11 Delta’s Response to Commission Staff’s Post-Hearing Request for Information (Staff’s Post-
Hearing Request) (filed Apr. 29, 2025). 

12 KRS 278.030; Pub. Serv. Comm’n v. Com. Ex rel. Conway, 324 S.W.3d 373, 377 (Ky. 2010). 
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allocation methodology.”  Further, “[i]n any formal commission proceeding in which cost 

allocation is at issue, a utility shall provide sufficient information to document that its cost 

allocation procedures and affiliate transaction pricing are consistent with the provisions 

of this chapter.”13  If a utility has failed to provide sufficient evidence of its compliance, the 

Commission may “[o]rder that the costs attached to any transaction be disallowed from 

rates.”14   

Even though Delta and the Attorney General have filed a Joint Settlement that 

purports to resolve all the issues in the pending application, the Commission cannot 

forego its responsibility to determine what constitutes fair, just and reasonable rates.  The 

Commission must review the record in its entirety, including the Joint Settlement, and 

apply its expertise to make an independent decision as to the level of rates, including 

terms and conditions of service, that should be approved.   

Delta’s application also requested approval for the establishment of a regulatory 

asset.  KRS 278.220 provides that the Commission may establish a uniform system of 

accounts (USoA) for utilities.  The system of accounts should conform as nearly as 

practicable to the system adopted or approved by the Federal Energy Regulatory 

Commission (FERC).  The FERC USoA provides for regulatory assets, or the 

capitalization of costs that would otherwise be expensed but for the actions of a rate 

regulator.  It must be probable that the utility will recover approximately equal revenue 

through the inclusion of these costs for ratemaking purposes, with the intent to recover 

the previously incurred cost not a similar future cost.   

 
13 KRS 278.2209. 

14 KRS 278.2211(1)(b). 
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In prior matters the Commission has identified parameters for expenses that may 

qualify for regulatory asset treatment and has approved regulatory assets when a utility 

has incurred (1) an extraordinary, nonrecurring expense which could not have reasonably 

been anticipated or included in the utility’s planning; (2) an expense resulting from a 

statutory or administrative directive; (3) an expense in relation to an industry sponsored 

initiative; or (4) an extraordinary or nonrecurring expense that over time will result in a 

saving that fully offsets the cost.15  Additionally, the Commission has established a 

requirement that utilities seek Commission approval before recording regulatory assets,16 

and requirements regarding the timing for applications seeking such approval.17  In 

addition, outside of the prescribed categories of expenses that qualify for regulatory asset 

treatment, utilities have established regulatory assets for certain timing and accounting 

differences, such as over- or under-recoveries for riders. 

JOINT SETTLEMENT 

The Joint Settlement, attached as Appendix C, reflects the agreement between 

Delta and the Attorney General addressing all the issues in the application.  The major 

provisions of the Settlement are as follows: 

• The overall base rate revenue requirement increases resulting from the 
stipulated adjustments is $7,744,071.  Delta’s increases to its Collection and 
Reconnection charges result in an annual increase of $28,862 in special charges 
revenue, making the overall gas service revenue increase $7,772,933.  In addition, 

 
15 Case No. 2008-00436, Application of East Kentucky Power Cooperative, Inc. for an Order 

Approving Accounting Practices to Establish a Regulatory Asset Related to Certain Replacement Power 
Costs Resulting from Generation Forced Outages (Ky. PSC Dec. 23, 2008), Order at 3–4. 

16 Case No. 2016-00180, Application of Kentucky Power Company for an Order Approving 
Accounting Practices to Establish Regulatory Assets and Liabilities Related to the Extraordinary Expenses 
Incurred by Kentucky Power Company in Connection with the Two 2015 Major Storm Events (Ky. PSC 
Nov. 3, 2016), Order at 9. 

17 Case No. 2016-00180, Order (Ky. PSC Dec. 12, 2016) at 5. 
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the parties agreed that increases in annual revenues for Delta should be effective 
for service rendered on and after July 1, 2025.18   
 

• The Parties stipulate a return on equity (ROE) of 9.75 percent for Delta’s 
base rates.19 

 

• The Parties stipulate to a ROE of 9.65 percent for Delta’s Pipe Replacement 
Program operations.20 

 

• The Parties stipulate to the use of depreciation rates proposed by Delta in 
their Application.21 

 

• The Parties stipulate that the revenue requirement is calculated on a rate 
base method in the amount of $178,287,345.22 

 

• The Parties stipulate that Delta’s long-term debt rate included in the cost of 
capital will be 4.51 percent.  Delta’s capital structure is 52.76 percent equity, 47.24 
percent long-term debt and 0 percent short-term debt.  Delta’s weighted average 
cost of capital is 7.27 percent.23 
 

• The Parties stipulate cash working capital in rate base of $(883,198).24 
 

• The Parties agree that Delta’s adjusted revenue requirement, stated above, 
reflects the inclusion of 50 percent of the short-term incentive compensation 
expense allocated to Delta that is attributable to Essential Utilities, Inc. and PNG 
Companies LLC employees who provide service to Delta.25   

 

• The Parties agree that Delta’s adjusted revenue requirement, stated above, 
reflects the inclusion of 50 percent of the long-term incentive compensation 
expense allocated to Delta that is attributable to Essential Utilities, Inc. and PNG 
Companies LLC employees who provide service to Delta.26 

 
18 Joint Settlement (filed Apr. 14, 2025) at 2–3. 

19 Joint Settlement at 3. 

20 Joint Settlement at 3. 

21 Joint Settlement at 3. 

22 Joint Settlement at 3. 

23 Joint Settlement at 3. 

24 Joint Settlement at 4. 

25 Joint Settlement at 4. 

26 Joint Settlement at 4. 
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• The Parties further agree that Delta’s adjusted revenue requirement, stated 
above, reflects the inclusion of 65 percent of Delta’s long-term incentive 
compensation expense.27 

 

• The Parties agree that Delta’s adjusted revenue requirement, stated above, 
reflects a reduction of AGA dues, which reduces the originally proposed revenue 
requirement by $22,720.28 

 

• The Parties agree that Delta will begin tracking its internal labor associated 
with supervising lobbying activities and will remove that portion of internal labor 
from the revenue requirement in its next base rate case.29    

 

• The Parties agree that Delta’s adjusted revenue requirement, stated above, 
reflects the inclusion of a gross up factor to its pro forma adjustments in the amount 
of $30,603.30   

 

• The customer charge for residential service shall increase by $5.95 from 
$24.00 to $29.95, which is a reduction from the original proposed residential 
customer charge of $33.60.31 

 

• The Parties agree to follow the revenue allocation of the increases in annual 
revenues and the rate design as set forth in the Joint Settlement. 

 

• Delta will not file an application to adjust the base rates where such 
adjustment would have an effective date at the conclusion of the Commission’s 
suspension period under KRS 278.190, for service rendered prior to Delta’s 
January 2029 billing cycle, subject to certain conditions.32 

 

• The Parties agree that Delta should recover its actual rate case expense, 
to be determined by Delta’s final monthly update to be filed on or before the filing 
of its post-hearing data responses or post-hearing brief, whichever is later, over a 
three-year period, without carrying charges, and may be deferred, amortized and 
recovered beginning on the effective date of the revised tariffs.33 
 

 
27 Joint Settlement at 4–5. 

28 Joint Settlement at 5. 

29 Joint Settlement at 5. 

30 Joint Settlement at 5. 

31 Joint Settlement at 5. 

32 Joint Settlement at 6–7. 

33 Joint Settlement at 7. 
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• The AG agrees not to contest the regulatory asset Delta has proposed to 
recover the $162,900 related to the tax method change study, along with the 
proposed three-year amortization period.34   

 

• Delta currently contributes $45,000 annually to the HEA program.  Delta 
agrees to increase its contribution by $20,000 to $65,000 in 2026, 2027, 2028, and 
2029 such that by 2029, Delta will have increased its contributions by $80,000 over 
the four-year period.35   

 
TEST PERIOD 

Delta used a forecasted test period comprised of a base period ending 

February 28, 2025, which utilized actual information for six months, from March 2024 to 

August 2024, with six months of estimated information from September 2024 to February 

2025.  The forecasted period was the twelve months ending June 30, 2026.36  Delta 

provided detailed monthly income statements for each forecasted month of the base 

period as the data became available.  The Attorney General did not contest the use of 

this period as the test period.  The Commission otherwise finds Delta's forecasted test 

period to be consistent with the provisions of KRS 278.192 and KAR 5:001, Sections 

16(6), (7), and (8).  Therefore, the Commission accepts the forecasted test period 

proposed by Delta for use in this proceeding.   

VALUATION 

Pursuant to KRS 278.290(1), the Commission is empowered to “ascertain and fix 

the value of the whole or any part of the property of any utility,” and, in doing so, is given 

guidance by the legislature “in establishing value of utility property in connection with 

rates,” and the Commission must “give due consideration” to a number of factors, 

 
34 Joint Settlement at 7. 

35 Joint Settlement at 7. 

36 Application at 7. 
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including capital structure, original cost and “other elements of value recognized by law” 

in order to ascertain the value of any property under KRS 278.290 “for rate-making 

purposes.”  In its application, Delta proposed to use the rate base method to calculate its 

revenue requirement and required increase.37  As explained below, the Commission has 

weighed the evidence filed in the case and in support of the Joint Settlement and finds 

that Delta’s base rates should be based on a 13-month average test period rate base of 

$178,287,345.38    

DISCUSSION AND FINDINGS 

Having reviewed the evidence and being sufficiently advised, the Commission 

accepts the Joint Settlement as discussed below.  The Joint Settlement, as a whole, 

results in fair, just and reasonable rates.  However, the Commission’s decision to accept 

the terms of the Joint Settlement does not constitute approval of any individual item and 

is not intended to create precedent for similar items in future rate cases, whether the 

applicant be Delta or a different utility.   

REVENUE REQUIREMENT 

Proposed Adjustments.  Delta’s application for a general adjustment of rates was 

supported by a fully forecasted test period.  Delta presented its financial data for the 

forecasted period in the form of pro forma adjustments to the base period, limited the 

forecasted adjustments to the forecasted period, and based capitalization and net 

investment rate base on a 13-month average for the forecasted period.39 

 
37 Application, the Direct Testimony of Abdul-Azeez Odusanya (Odusanya Direct Testimony) at 4. 

38 Joint Settlement at 3. 

39 Application at 8. 
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Rate Base Adjustments.  Based on Delta’s application, the requested revenue 

increase was $10,909,513 or 19.02 percent rate increase.40  In its Application, Delta 

proposed the following: 

• Requested ROE – 10.95 percent 

• Proposed Short Term Incentive Compensation Amount - $505,220 

• Proposed Long Term Incentive Compensation Amount – $254,912 

• Rate case expense – amortized over three years - $783,778 

• Cash Working Capital - $1,399,833 based on a 15-day lag 

The Attorney General presented testimony and proposed several changes which 

reduced the requested increase to $6,808,07741 or a 6.808 percent42 rate increase.  

Those adjustments are summarized as follows: 

• Adjustment to the Delta’s proposed ROE and Capital Structure Changes - 

$(2,200,000) 

• Reduction to Cash Working Capital Contribution - $(198,000) 

• Reductions to Delta’s Proposed Operating Income 

• Eliminate Short Term Incentive Compensation - $(205,000) 

• Eliminate Long Term Incentive Compensation - $(256,000) 

• Correct Medical Benefits Forecasted Amount - $(1,159,000) 

• Eliminate External and Allocated Lobbying Expenses - $(8,000) 

 
40 Application at 2. 

41 Direct Testimony of David Dittemore (Dittemore Direct Testimony) (filed Feb. 18, 2025) at 6.  The 
testimony rounded to the nearest large whole number; however, the Joint Settlement at 14 contains the 
Attorney General’s exact amounts recommended for reduction. 

42 Dittemore Direct Testimony at 6. 
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• Eliminate Overhead Labor Allocated Associated with Lobbying - $(23,000) 

• Eliminate AGA Dues - $(23,000) 

 As noted above, having reviewed the record, the Commission finds that the 

revenue increase based on the adjustments set forth in the Settlement result in fair, just 

and reasonable rates and as such, the adjustments in the Settlement should be accepted.  

However, Delta should not rely on any adjustments or terms set forth in this Settlement 

in future cases nor should any other utility rely on the acceptance of this Settlement, nor 

the terms set forth therein for its own applications.  The Commission reviewed each 

adjustment to determine whether any further adjustment should be made, if the 

adjustments were generally in line with prior precedent, or if accounting changes should 

be made in Delta’s next general rate-base adjustment. 

 As part of its application, Delta requested a regulatory asset for a tax study, which 

was conducted on behalf of its parent company PNG.43  Delta asked that it be allowed to 

establish a regulatory asset of $162,000 to be amortized over three years.44  Following 

the Internal Revenue Service’s issuance of Revenue Procedure 2023-15 on April 14, 

2023, Delta’s parent company, PNG, caused a study to be performed to determine which 

assets were eligible for more favorable tax rate changes.45  As a result of the study, PNG 

and Delta claimed to have achieved certain tax savings, which Delta alleged will benefit 

customers.46  Specifically, Delta stated that customers have benefitted and continue to 

 
43 Application at 9. 

44 Application at 9. 

45 Application at 9. 

46 Application at 9. 
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benefit from Delta taking the Tax Repair deduction.  According to Delta, this deduction 

provides it zero cost capital by reducing Delta’s cash outlay for taxes which benefits 

customers when Delta records accumulated deferred income taxes (ADIT) for the amount 

of taxes deferred.47  According to Delta, in the forecast period, the ADIT rate base 

reduction is over $13 million to the benefit of customers.48   

In addition, Delta stated the benefit to customers of adoption of Revenue 

Procedure 2023-15 (also referred to as the “Natural Gas Safe Harbor”) is that Delta 

receives audit protection for future and historical Tax Repairs deductions taken, so that 

the $13 million49 and growing rate base reduction to customers is preserved from being 

wholly or partially reversed on audit.50  According to the Delta, so long as it complies with 

the rules of the Safe Harbor, the benefit to customers is protected.51 

In December 1982, the Financial Accounting Standards Board issued Statement 

of Financial Accounting Standards No. 71, Accounting for the Effects of Certain Types of 

Regulation, which was codified as Accounting Standards Codification (ASC) 980.  ASC 

980-340-25-1 provides the criteria for recognition of a regulatory asset.52   

 
47 Delta’s response to Staff’s Second Request, Item 3. 

48 Delta’s response to Staff’s Second Request, Item 3. 

49 Application, Tab 55; Delta’s response to Attorney General’s First Request, Item 46(b) and Item 
46(c). 

50 Delta’s response to Staff’s Second Request, Item 3. 

51 Delta’s response to Staff’s Second Request, Item 3. 

52 ASC 980-340-25-1 provides, in full, as follows: 

“Rate actions of a regulator can provide reasonable assurance of the existence of an asset. An 
entity shall capitalize all or part of an incurred cost that would otherwise be charged to expense if both of 
the following criteria are met: 
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A regulatory asset is created when a rate-regulated business 
is authorized by its regulatory authority to capitalize an 
expenditure that under traditional accounting rules would be 
recorded as a current expense. The reclassification of an 
expense to a capital item allows the regulated business the 
opportunity to request recovery in future rates of the amount 
capitalized.53   
 

Supplemental to the requirements of ASC 980, Commission precedent obligates 

utilities to obtain approval prior to establishing a regulatory asset.54  The Commission has 

historically approved regulatory assets where a utility has incurred (1) an extraordinary, 

nonrecurring expense which could not have reasonably been anticipated or included in 

the utility's planning; (2) an expense resulting from a statutory or administrative directive; 

(3) an expense in relation to an industry-sponsored initiative; or (4) an extraordinary or 

nonrecurring expense that over time will result in a saving that fully offsets the cost.55   

 
a. It is probable (as defined in Topic 450) that future revenue in an amount at least equal to the 

capitalized cost will result from inclusion of that cost in allowable costs for rate-making purposes. 

b. Based on available evidence, the future revenue will be provided to permit recovery of the 
previously incurred cost rather than to provide for expected levels of similar future costs. If the revenue will 
be provided through an automatic rate-adjustment clause, this criterion requires that the regulator's intent 
clearly be to permit recovery of the previously incurred cost. 

A cost that does not meet these asset recognition criteria at the date the cost is incurred shall be 
recognized as a regulatory asset when it does meet those criteria at a later date. 

53 Case No. 2008-00436, The Application of East Kentucky Power Cooperative, Inc. for an Order 
Approving Accounting Practices to Establish A Regulatory Asset Related to Certain Replacement Power 
Costs Resulting from Generation Forced Outages (Ky. PSC Dec. 23, 2008), Order at 3–4. 

54 Case No. 2016-00436, Application of Kentucky Power Company for an order Approving 
Accounting Practices to Establish Regulatory Assets And Liabilities Related to the Extraordinary Expenses 
Incurred by Kentucky Power Company in Connection with the Two 2015 Major Storm Events (Ky. PSC 
Nov. Nov. 3, 2016), Order at 5–8. 

55 Case No. 2008-00436 (Ky. PSC Dec. 23, 2008), Order at 4. 
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Delta cited to several cases that approved a regulatory asset and argued that the 

Commission had approved similar requests in the past.56  During the case, Delta provided 

contracts,57 invoices58, and the allocation percentage from its parent company.59  In 

addition, at the hearing, the Controller, Abdul-Azeez Odusanya, confirmed that Delta had 

not booked the expense as a regulatory asset.60  The contracts were executed in May of 

2023 and June of 2024.61  The invoices were dated from 2023 and 2024.62    

 The Commission wants to make clear that, should a utility believe a regulatory 

asset be necessary, it should timely request such accounting treatment.  In this matter, 

Delta began incurring this expense in 2023 but did not request approval until 

 
56 Delta’s response to Staff’ Second Request, Item 2; Case Nos. 2020-00349, Electronic Application 

of Kentucky Utilities Company for an Adjustment of Its Electric Rates, a Certificate of Public Convenience 
And Necessity to Deploy Advanced Metering Infrastructure, Approval of Certain Regulatory and Accounting 
Treatments, And Establishment Of A One-Year Surcredit (Ky. PSC Dec. 6, 2021); and Case No. 2020-
00350, Electronic Application of Louisville Gas And Electric Company for an Adjustment of Its Electric and 
Gas Rates, a Certificate Of Public Convenience And Necessity To Deploy Advanced Metering 
Infrastructure, Approval of Certain Regulatory and Accounting Treatments, and Establishment of a One-
Year Surcredit (Ky. PSC Dec. 6, 2021) and Case No. 2016-00180 Application Of Kentucky Power Company 
for an Order Approving Accounting Practices to Establish Regulatory Assets and Liabilities Related to the 
Extraordinary Expenses Incurred by Kentucky Power Company in Connection with the Two 2015 Major 
Storm Events (Ky. PSC Dec. 12, 2016). 

57 Delta’s Response to Attorney General’s First Request, Item 46. 

58 Delta’s Response to Attorney General’s First Request, Item 46. 

59 Delta’s Response to Staff’s Post-Hearing Request, Item 8. 

60 In Delta’s response to Staff’s Third Request, Item 23, Delta explained how it booked the tax study 
expense.  “The allocated tax study expense is booked as a Regulatory Asset into GL# 1253920 - Other 
Deferred Charges. However, because this expense can not be carried in the BS (as a Regulatory Asset) 
without prior approval from the PSC, we decided to book a reserve into GL # 2299200 - Deferred Credit - 
Non Current on the BS, with a corresponding expense booked into GL # 5303310 - Consultant Services on 
the IS.”  Delta further clarified in response to Item 23(b), “[a]s described in part a, the allocated tax study 
expense has been expensed by Delta. Total allocated amount reserved and expensed is $170,539.   
$109,867 was reserved and expensed in December 2023 and $60,672 was reserved and expensed in 
2024.” 

61 Delta’s Response to the Attorney General’s First Request, Item 46 at unnumbered PDF page 
248, 254. 

62 Delta’s Response to Attorney General’s First Request, Item 46.  Delta did not ask for recovery 
for the entirety of the expense related to the tax study. 
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November 25, 2024.  Delta was aware of the expense, its allocation, and that it did not 

consider this a normal operating expense.   

The Commission is approving the establishment of a regulatory asset in this matter 

as an element of the Settlement.  However, utilities know that the Commission requires 

prior approval of a regulatory asset except in limited cases.  The Commission notes that 

almost a year lag in the request for approval is not timely.  In addition, the chosen 

allocation, to divide the expense into thirds and allocate one-third to Delta, is 

questionable.  According to a post-hearing response, the expense can be allocated at 

cost to Delta.63  The Commission did approve a “Utilities Service Agreement” containing 

the cost information but when asked about the specific provision of the cost allocation 

manual, this is the only provision related to allocation provided.  The only inference the 

Commission may make from that response is the companies did not conform to the 

manual, but the Commission acknowledges the language Delta pointed to is a basis to 

support the Joint Settlement’s accounting treatment of the tax study.  In addition, Delta 

does present a cost savings that greatly outweighs the expense of the study.  The 

Commission does not want to discourage utilities from pursuing review of processes that 

lead to overall savings to customers.  Delta is put on notice, however, that failure to timely 

seek regulatory asset account treatment on a timely basis may result in future instances 

where they are not only denied recovery of such expenses but incur other Commission 

restrictions or penalties. 

 
63 Delta’s Response to Staff’s Post-Hearing Request, Item 8.  See Utilities Service Agreement, 

Section 1 page 1 addresses Goods and Services.  “Costs directly incurred by PNG; Peoples KY; Delta 
Resources; Delgasco; and Enpro from third parties on behalf and for the benefit of Delta are invoiced to 
Delta at cost.”  Case No. 2018-00379, Electronic Application of Delta Natural Gas Company, Inc for 
Approval of Services Agreement (filed Dec. 14, 2018). 
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RATE OF RETURN 

Return on Equity (ROE)   

In its application, Delta developed its proposed ROE of 10.95 percent based upon 

multiple models including the Discounted Cash Flow (DCF) model, the Capital Asset 

Pricing Model (CAPM), the Risk Premium Model (RPM), and the Comparable Earning 

(CE) approach.64  The models were applied to a proxy group which consisted of eight gas 

utilities.65  The estimated ROE results ranged from 11.07 percent to 13.55 percent, 

however Delta’s ROE recommendation focused upon the average of the ROE results 

from only the DCF and RPM models, which included additional adjustments for leverage 

and flotation costs.66 

 The Attorney General was the only intervenor to provide expert witness testimony 

on ROE.  The Attorney General provided alternative estimates using both the CAPM and 

the DCF model as applied to a proxy group of seven natural gas distribution companies.67  

Regarding the CAPM analysis, the Attorney General argued that a considerable amount 

of judgement must be employed in determining the market return and expected risk 

premium elements of the equation.68  Ultimately, however, the Attorney General relied on 

both the CAPM and DCF models in determining Delta’s ROE.69  Given the low-risk nature 

of Delta’s regulated natural gas business, the Attorney General recommended an ROE 

 
64 Direct Testimony of Paul Moul (Moul Direct Testimony) at 3. 

65 Moul Direct Testimony at 4. 

66 Moul Direct Testimony at 5. 

67 Direct Testimony of Richard Baudino (Baudino Direct Testimony) at 2–3. 

68 Baudino Direct Testimony at 24. 

69 Baudino Direct Testimony at 3. 
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of 9.55 percent.70  The Attorney General’s ROE recommendation was consistent with the 

midpoint between the average and median growth rate DCF ROE estimates and the 

range of the CAPM estimates of 8.32 percent to 10.71 percent.71  In addition, the Attorney 

General recommended a 10 basis point reduction to the ROE applicable to Delta’s 

Pipeline Replacement Program (PRP) investments.72   

 In the Stipulation, Delta and the Attorney General agreed that Delta’s authorized 

ROE should be 9.75 percent for its base rates.73  The Parties further agreed to an ROE 

of 9.65 percent for Delta’s PRP operations.74 

 The following table presents the recommended ROEs from the Parties and the 

methods used to support each Parties’ recommendations: 

 

 Having reviewed the record and the Joint Settlement, the Commission finds that 

the settled upon 9.75 percent ROE for Delta’s base rates is reasonable and should be 

accepted.  In addition, the Commission finds that the provision that an ROE of 9.65 

percent for Delta’s PRP operations is reasonable and should be accepted.   

Capital Structure 

 
70 Baudino Direct Testimony at 3. 

71 Baudino Direct Testimony at 33. 

72 Baudino Direct Testimony at 3. 

73 Joint Settlement at 3. 

74 Joint Settlement at 3. 
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 Delta estimated its 13-month average capital structure ratio for the test year ending 

June 30, 2026, at 47.24 percent long-term debt, 0.00 percent short-term debt, and 52.76 

percent common equity.75  Debt issuances totaling $34 million are anticipated before the 

end of the fully forecasted test period, which are included in the long-term debt ratio.76  

The resulting estimated cost of long-term debt is 4.51 percent.77  Delta’s proposed overall 

rate of return based on the proposed ratios and cost rates equals 7.91 percent.78 

The Attorney General recommended a capital structure consisting of 50 percent 

debt and 50 percent equity, based on the average capital structure of its proxy group of 

seven gas distribution companies.79  The Attorney General accepted Delta’s proposed 

cost of long-term debt of 4.51 percent.80  The Attorney General’s recommended weighted 

cost of capital is 7.03 percent.81 

In the Joint Settlement Agreement, the Parties agreed that Delta’s ROE should be 

9.75 percent.  The Parties also agreed that Delta’s capital structure should reflect 52.76 

percent common equity, 47.24 percent long-term debt, and 0.00 percent short-term 

debt.82  The agreed upon long-term debt rate included in the cost of capital was 4.51 

 
75 Moul Direct Testimony at 15. 

76 Moul Direct Testimony at 15 and Attachment PRM-6 at 2. 

77 Moul Direct Testimony at 17 and Attachment PRM-6 at 2. 

78 Moul Direct Testimony, Attachment PRM-1 at 1. 

79 Baudino Direct Testimony at 3. 

80 Baudino Direct Testimony at 3. 

81 Baudino Direct Testimony at 35. 

82 Joint Settlement at 3. 
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percent.83  The resulting weighted average cost of capital (WACC) would be 7.27 

percent.84 

 Having reviewed the record and the Joint Settlement, the Commission finds that 

the capital structure, as proposed in the Joint Settlement and reflected in the table below, 

is fair, just and reasonable.  

 
DEPRECIATION STUDY 

Applying Delta’s proposed depreciation rates to utility plant in service balances as 

of June 2024, resulted in a $2,382,97985 increase in depreciation expense.  Intervenors 

did not provide testimony on this matter.  In the Joint Settlement, the Parties agreed that 

the depreciation study and related accounting treatments should be approved with an 

effective date of the new depreciation rates to be the same day that Delta’s new base 

rates become effective.   

The Commission finds that, for settlement purposes, the application of the 

proposed depreciation study is appropriate.  The Commission notes that Delta is uniquely 

situated as it has two large pipeline projects which have in-service dates of late 2025 and 

 
83 Joint Settlement at 3. 

84 Joint Settlement at 3. 

85 Application, Tab 54, Schedule A.  The difference between six months actuals plus six months 
budgeted, and 12 months forecasted. 
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2026.86  The bulk of the proposed increase in base rates is related to those project moving 

to used and useful.87  In 2023, Delta received a Certificate of Public Convenience and 

Necessity (CPCN) for a 16.6 mile, high pressure pipeline project in Jessamine County, 

Kentucky which is expected to be completed in late 2025.88  In 2023, Delta received a 

CPCN for 19.8 mile high pressure distribution pipeline to provide natural gas to the 

communities of Crab Orchard, Broadhead, Mt Vernon, and Renfro Valley and is also 

expected to be completed late 2025.89 

RATE DESIGN 

Cost of Service Study  

Delta filed an embedded, fully allocated Cost of Service Study (COSS) based on 

costs for the 12 months ended June 30, 2026, in order to determine the contribution that 

each customer class was making toward its overall rate of return and as an indicator of 

whether its rates reflected the cost to serve each customer class.90  Within the COSS, 

distribution mains costs were classified as customer costs or demand costs using the 

zero-intercept method.  This is the same COSS method Delta used in its prior natural gas 

rate case and was accepted by the Commission for use as a guide for the allocation of 

 
86 Application at 8–9. 

87 Application, Direct Testimony of John Brown (Brown Direct Testimony) at 4. 

88 Application, Direct Testimony of Jonathan Morphew (Morphew Direct Testimony) at 9–10; Case 
No. 2022-00085, Electronic Application of Delta Natural Gas Company, Inc. for a Certificate of Public 
Convenience and Necessity to Construct a Pipeline to Serve the Cities of Nicholasville and Wilmore (Ky. 
PSC Sept. 28, 2022). 

89 Morphew Direct Testimony at 10–11; Case No. 2022-00295, Electronic Application of Delta 
Natural Gas Company, Inc. for a Certificate of Public Convenience and Necessity to Construct a Pipeline 
in Lincoln and Rockcastle Counties, Kentucky (Ky PSC Dec. 13, 2022). 

90 Application, the Direct Testimony of Larry Feltner (Feltner Direct Testimony) at 4. 
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the revenue increase approved in that case.91  The results of the COSS illustrate that 

there are high levels of subsidization occurring between the different rate classes; 

specifically, that several of the other classes over-subsidize the Residential Class and 

Special Contract class at various levels.92 

 Having reviewed Delta’s COSS, the Commission recommends that the evaluation 

of the results to be acceptable for use as a guide for the allocation of the revenue increase 

granted herein.  The Commission recommends that Delta should consider continuing to 

include a COSS based upon the zero-intercept method for the allocation of distribution 

mains.  The Commission has historically expressed its concern about the 

demand/customer expense allocation for distribution plant classifications and the 

Commission’s preference for the zero-intercept method.93  This concern has been 

expressed, in electric rate cases and in natural gas rate cases,94 that if the zero-intercept 

analysis does not provide reasonable results, then this indicates little relationship 

between the amount of costs and the number of customers.  The Commission gives 

substantial weight to the evidence from the COSS that indicates whether certain classes 

are earning more than other rate classes relative to their cost of service and has required 

 
91 Case No. 2021-00185, Jan. 3, 2022 final Order. 

92 Feltner Direct Testimony at 16. 

93 Case No. 2020-00131, Electronic Application of Meade County Rural Electric Cooperative 
Corporation for an Adjustment in Rates (Ky. PSC Sept. 16, 2020), Order at 12. 

94 See Case No. 2021-00190, Electronic Application of Duke Energy Kentucky, Inc. for: 1) an 
Adjustment of The Natural Gas Rates; 2) Approval of New Tariffs, And 3) all other Required Approvals, 
Waivers, and Relief (Ky. PSC Dec. 28, 2021) at 17-18; Case No. 2021-00214, Electronic Application of 
Atmos Energy Corporation for an Adjustment of Rates (Ky. PSC May 19, 2022), final Order at 51; and Case 
No. 2021-00183, Dec. 28, 2021 Order, ordering paragraph 15. 
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that in instances where the zero-intercept results are not reasonable, to allocate the costs 

to 100 percent demand. 

Revenue Allocation and Rate Design 

Delta proposed to allocate the revenue increase to the classes of service by 

applying the same increase to those rate class groups with similar rates of return based 

on the results of the COSS.  A 5 percent on base rate net revenue was allocated to the 

highest rate of return class of Farm Tap and Interruptible Service.  The lowest rate of 

return classes of Residential and Special Contracts were allocated an increase of 32.9 

percent.  Delta noted that while the COSS supports a higher increase for both classes the 

proposed increase was mitigated by spreading it out a bit to the other rate classes in an 

attempt to reduce rate shock.  Small Non-Residential Service and Large Non-Residential 

Service were allocated an increase of 27.8 percent.  Delta is proposing to increase the 

rates for Off-System Transportation by 10.8 percent which is between the proposed 

increases of the high rate of return group and increase given to medium rate of return 

group of Small Non-Residential Service and Large Non-Residential Service.  In the Joint 

Settlement, the Parties agreed to the revenue allocation as proposed by Delta in the 

Application.    

 Based on Delta’s total revenue requirement increase of $7,779,932 due to the filing 

of the final rate case expense, as shown in Appendix A, the Commission recommends 

that the revenue increase should follow the allocation method as agreed upon in the Joint 

Settlement.  The revenue allocation for the rate classes will be applied to the volumetric 

rates, where applicable, while the agreed customer charges will remain unchanged from 

the Joint Settlement.  The Commission’s determination of the rates to be fair, just and 
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reasonable based on the revenue requirement increase as agreed to by the Parties and 

the revenue allocation are shown in the rates and charges as set forth in Appendix B to 

this Order.  The Parties agreed to a residential customer charge of $29.95 per billing 

period, which is an increase of $5.95 from the current customer charge of $24.00 per 

billing period.  In addition, the Parties tendered tariffs and agreed to the remaining 

proposed customer charge increases.95  Based on the Joint Settlement revenue 

allocation the Residential base usage rate would be $6.3850 per Mcf.  A residential 

customer with average monthly usage of 4.56 Mcf will experience an average monthly bill 

of $59.07 which is an increase of $11.11 or an increase of 23.17 percent from average 

monthly bill of $47.96 based on current rates.96 

 Having reviewed the record and being otherwise sufficiently advised, the 

Commission approves the proposed revenue allocation, and proposed customer charges 

for all classes as agreed to in the Joint Settlement.  The Commission recognizes that 

Delta will have the highest customer charge of the major Local Distribution Companies 

(LDCs).  However, the Commission also recognizes that fixed costs can be higher for a 

utility that primarily serves rural customers, such as Delta, due to serving low density 

areas where the meters per mile would be lower than those in higher density areas. 

NON-RECURRING CHARGES 

In its application, Delta proposed to increase its Non-Recurring Charges, the 

Collection Charge and the Reconnection Charge, back to the original rates approved by 

 
95 Joint Settlement at 5. 

96 For the purpose of this Order, the average monthly bill at the current and proposed rate is 
calculated based on the customer charge and the per Mcf base rate.  Additional line items, such as the Gas 
Cost Recovery rate and the PRP, are excluded from this average monthly bill calculation.  



 -24- Case No. 2024-00346 

the Commission in Case No. 2007-00089.97  The increase in the non-recurring charges 

would result in additional operating revenue of $28,862.98  In Delta’s prior rate adjustment 

proceeding, Case No. 2021-00185, the Commission reduced the collection charge and 

the reconnection charge finding the calculation of non-recurring charges should be 

revised because only the marginal costs related to the service should be recovered 

through special non-recurring charges for service provided during normal work hours.99 

Additionally, in Case No. 2020-00141,100 the Commission found that the calculation of 

non-recurring charges should be revised because only the marginal costs related to the 

service should be recovered through special non-recurring charges for service provided 

during normal work hours.  In reaching that decision, the Commission found that 

personnel are paid for work during normal business hours regardless of whether they are 

on a field visit or not, and therefore, labor costs included in non-recurring charges that 

occur during regular business hours should be eliminated.101   

Delta argued that the reduction in the rate for Collection Charge and Reconnection 

Charge has increased strain on Delta staff to complete the work related to the non-

recurring charges.102  Delta stated that it does not have employees dedicated to either 

 
97 Case No. 2007-00089, Application of Delta Natural Gas Company, Inc. for an Adjustment of 

Rates (Ky. PSC Oct. 19, 2007), final Order, Appendix A. 

98 Joint Settlement, Stipulation Testimony of John B. Brown at 3. 

99 Case No. 2021-00185, Jan. 3, 2022 final Order at 18. 

100 Case No. 2021-00141, Electronic Application of Hyden-Leslie County Water District for an 
Alternative Rate Adjustment (Ky. PSC Nov. 6, 2020). 

 
101 Case No. 2021-00141, Electronic Application of Hyden-Leslie County Water District for an 

Alternative Rate Adjustment (Ky. PSC Nov. 6, 2020). 
 
102 Brown Direct Testimony at 12–14. 
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the normal operation and maintenance tasks or the non-recurring charge tasks and the 

lower fees incentivizes ratepayers to disconnect and reconnect to bypass the customer 

charge during periods of low usage.103  In the Joint Settlement, the Parties agreed to the 

increased rates for the Collection Charge and Reconnection Charge as proposed by Delta 

in the Application.104  The Joint Settlement increase to the Non-Recurring Charges is as 

follows: 

 Current Charge Proposed Charge 
Collection Charge $ 5.00 $ 20.00 
Reconnection Charge $ 9.00 $ 60.00 

 
Having reviewed the record and being otherwise sufficiently advised, the 

Commission approves the proposed Collection Charge and Reconnection Charge as 

agreed to in the Joint Settlement.  Natural gas utilities are unique in the fact that every 

reconnection requires an inspection at a residence or business before natural gas may 

be supplied.  In support of this increase, Jonathan Morphew, Delta’s Director of 

Operations, stated that safety is Delta’s top priority in providing natural gas service.105  In 

addition, Delta provided information that indicated disconnects and reconnects had 

increased since the fee was reduced.106   

The Commission recommends that Delta conduct a thorough review and track the 

number of instances in which customers request a service under the non-recurring 

charges to see if the increase to the rates impact the frequency of occurrences.  Should 

 
103 Brown Direct Testimony at 13–14. 

104 Joint Settlement, Exhibit 3. 

105 Hearing Video Testimony, April 17, 2025, Jonathan Morphew 10:14:00–10:18:00. 

106 Delta’s Response to Staff’s Third Request, Item 16b, attachment.  
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Delta find that the instances have not reduced, then Delta should be prepared to bring 

forth to the Commission a recommendation for how it plans to relieve the strain on Delta 

staff in its next base rate case proceeding.  The Commission also recommends Delta 

consider tracking the frequency in which Delta’s employees conduct work related to the 

actions necessary for the non-recurring charges.  Delta should be prepared to provide the 

Commission the necessary information in its next base rate case filing.  Finally, the 

Commission recommends that Delta review the possible implementation of a seasonal 

tariff and provide the Commission its analysis in its next base rate case. 

TARIFFS 

In its application, Delta proposed three tariff changes.  Delta proposed to include 

language in Tariff Sheet No. 35, the Weather Normalization Adjustment clause to clarify 

that the phrase “billing month” refers to the month in which the bills are mailed.107  Delta 

stated that this is consistent with Delta’s prior and current practice.108  Delta also proposed 

to modify the Tariff Sheet No. 37, Rider for Gas Technology Institute Research and 

Development unit charge to include Farm Tap customers.  Lastly, Delta proposed to 

revise Tariff Sheets No. 45 and 46 to include an updated Sample Bill to align with the 

current format and appearance.109 

The Attorney General did not provide testimony on these requests. 

Although the Joint Settlement did not specifically outline these three requests, the 

Parties to the Joint Settlement accepted the proposed changes.  The Commission, having 

 
107 Application, Tab 65. 

108 Application, Tab 65. 

109 Application, Tab 65. 
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reviewed the record, accepts the tariff changes as set forth in the proposed tariff sheets 

filed as part of the Joint Settlement.  

MISCELLANEOUS ISSUES 

 Stay-Out Provision.  As part of the Joint Settlement, Delta agreed to not file an 

application to adjust the base rates where such adjustment would have an effective date 

at the conclusion of the Commission’s suspension period under KRS 278.190, for service 

rendered prior to Delta’s January 2029 billing cycle.110   

 Home Energy Assistance (HEA) Contribution.  Delta currently contributes $45,000 

annually to the HEA program.111  As part of the Joint Settlement, Delta agreed to increase 

its contribution by $20,000 to $65,000 in 2026, 2027, 2028, and 2029 such that by 2029, 

Delta will have increased its contributions by $80,000 over the four-year period.112  The 

Commission notes that this amount is not included in the calculation of base rates. 

 IT IS THEREFORE ORDERED that:  

1. The rates and charges proposed by Delta in its application are denied. 

2. The Joint Settlement, attached to this Order as Appendix C, is accepted. 

3. The rates and charges as set forth in Appendix B are approved as fair, just 

and reasonable for Delta, and these rates and charges are approved for service rendered 

on and after July 1, 2025.  

4. Within 20 days of the date of this Order, Delta shall file with the Commission, 

using the Commission’s electronic Tariff Filing System, new tariff sheets setting forth the 

 
110 Joint Settlement at 6.  There are exceptions to this statement set forth in the Joint Settlement at 

6–7.  

111 Joint Settlement at 7. 

112 Joint Settlement at 7. 
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rates, charges, and modifications approved or as required herein and reflecting their 

effective date and that they were authorized by this Order. 

5. This case is closed and removed from the Commission’s docket. 
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Case No. 2024-00346 

PUBLIC SERVICE COMMISSION 

___________________________ 
Chairman 

___________________________ 
Vice Chairman 

___________________________ 
Commissioner 

ATTEST: 

______________________ 
Executive Director 



Page 1 of 2 

APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2024-00346  DATED JUL 01 2025

6/ Original

Original AG Testimony Original Rate Case Filing to

Line Filing to to Final Filing to Final Expense Post-Hearing

No. Item AG Testimony Settlement Settlement True-Up Update

1 Total Revenue Increase 10,909,513      6,836,934        10,909,513   10,909,513    

2 Other Revenue Increase 28,862 28,862 28,862 28,862 

3 Base Rate Increase 10,880,651      6,808,072        10,880,651   10,880,651    

4 - - 

5 AG ROE and Capital Structure Changes (2,199,982)       667,355 1/ (1,532,627)    - 

6 To Correct Cash Working Capital Calculation (197,945)          (8,438) 2/ (206,382)       - 

7 To eliminate Short Term Incentive Compensation (204,706)          79,026 3/ (125,681)       - 

8 To eliminate Long-Term Incentive Compensation (256,475)          143,979 4/ (112,496)       - 

9 To Correct Employee Medical Benefits Forecast (1,159,358)       (1,159,358)    - 

10 To Eliminate External and Allocated Lobbying Charges (7,919) (7,919) - 

11 To Eliminate Overhead Labor Associated with Lobbying (23,473) 23,473 - - 

12 To Eliminate AGA Dues (22,720) (22,720)         - 

13 Correction - to add expense gross up of bad debt & reg fees 30,603 5/ 30,603 - 

- - 

14 Net Changes (4,072,579)       935,998 (3,136,581)    (72,516)     (3,209,097)     
- - 

15 Base Rate Increase 6,808,072        7,744,070        7,744,070     (72,516)     7,671,554      

16 Other Revenue Increase 28,862 28,862 28,862 - 28,862 

17 Total Revenue Increase 6,836,934        7,772,932        7,772,932     (72,516)     7,700,416      

Total Estimated Case Expenses 1,000,000$      

Case Expenses through 6-5-25 783,778$         

Total difference 216,222$         

Divided by amortization period 3$  

72,074$           

Gross-Up Factor 1.006131365

Decrease in Revenue Requirement 72,516$           

Stipulated Revenue Requirement and Adjustments



Appendix A 
Page 2 of 2 Case No. 2024-00346 

Gross

Nominal Revenue Revenue Total

Adjustment Conversion Requirement Revenue

Line No. Item Exhibit No. Amount Factor Change Requirement

1 Total Rate Increase Requested by Company: 10,909,513      

2 Other Revenue Increase Requested by Company: 28,862 

3 Base Rate Increase Requested by the Company 10,880,651      

4 AG ROE and Capital Structure Changes DND-3 (2,186,575)   1.00613136 (2,199,982)       
\

5 Rate Base Adjustments

6 To Correct Cash Working Capital Calculation DND-4 (196,738)      1.00613136 (197,945) 

7 AG Operating Income Adjustments

8 To eliminate Short Term Incentive Compensation DND-5 (203,459)      1.00613136 (204,706) 

9 To eliminate Long-Term Incentive Compensation DND-5 (254,912)      1.00613136 (256,475) 

10 To Correct Employee Medical Benefits Forecast DND-6 (1,152,293)   1.00613136 (1,159,358)       

11 To Eliminate External and Allocated Lobbying Charges DND-7 (7,871) 1.00613136 (7,919) 

12 To Eliminate Overhead Labor Associated with Lobbying DND-8 (23,330)        1.00613136 (23,473) 

13 To Eliminate AGA Dues DND-9 (22,582)        1.00613136 (22,720) 

14 OAG Reductions (4,072,579)       

15 OAG Recommended Rate Increase - Direct Testimony 6,808,072        

Modifications Reached in Settlement

16 Return on Equity from 9.55% to 9.75% OAG-1 253,881        1/ 1.00613136 255,438 

17 Restore Capital Structure to 52.76% Equity DNG-2 409,407        2/ 1.00613136 411,917 

18 Working Capital at $0 (per prior case agreement) - 1.00613136 - 

18A

To modify CWC impact due to OAG Cap Structure/ROE 

modifications DNG-3 (8,386) 3/ 1.00613136 (8,438) 

19 Restore 50% of Essential STI OAG-4 78,544          4/ 1.00613136 79,026 

20 Restore 65% LTIC - Delta OAG-4 67,798          5/ 1.00613136 68,214 

21 Restore 50% of LTIC - Essential OAG-4 17,490          6/ 1.00613136 17,597 

22 Restore 50% of LTIC - People's OAG-4 57,814          7/ 1.00613136 58,168 

23 Restore Overhead Labor Associated with Lobbying DND-8 23,330          1.00613136 23,473 

24 Restore AGA Dues - 1.00613136 - 

25 Correction - to add Expense gross up of bad debt & reg fees DNG-5 30,603 

26 Additional Revenue per Settlement 935,998 

27 Settlement - Base Rates 7,744,070        

28 Company Settlement Position - Other Revenue 28,862 

29 Total Revenue Increase 7,772,932        

Settlement Reconciliation
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APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2024-00346  DATED JUL 01 2025

The following rates and charges are prescribed for the customers in the area 

served by Delta Natural Gas Company, Inc.  All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under the authority of this 

Commission prior to the effective date of this Order.  

RATE SCHEDULES 
  Gas Cost 
 Recovery 

 Base Rate  Rate1     Total Rate 

RESIDENTIAL 
Customer Charge $ 29.95 $ 29.95 
All Mcf $ 6.3850 $   7.2435 $ 13.6285 

SMALL NON-RESIDENTIAL 
Customer Charge $ 57.70 $ 57.70 
All Mcf $ 5.5950 $   7.2435 $ 12.8385 

LARGE NON-RESIDENTIAL 
Customer Charge $ 195.04 $   195.04 
First  1–200 Mcf $ 6.7710 $   7.2435 $ 14.0145
Next 201–1,000 Mcf 4.0686  7.2435  11.3121
Next 1,001–5,000 Mcf 2.7640  7.2435  10.0075
Next  5,001–10,000 Mcf 2.1086  7.2435  9.3521
Over   10,000 Mcf 1.7809  7.2435  9.0244 

INTERRUPTIBLE 
Customer Charge $ 267.85  $  267.85 
First  1–1,000 Mcf $ 1.7784 $   7.2435  $  9.0219
Next 1,001–5,000 Mcf 1.3337  7.2435  8.5772 
Next 5,001–10,000 Mcf 0.8891  7.2435  8.1326 
Over 10,000 Mcf 0.6668  7.2435  7.9103 

1 Case No. 2025-00097, Electronic Purchased Gas Adjustment Filing of Delta Natural Gas 

Company, Inc. (Ky. PSC Apr. 24, 2025), final Order. 
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FARM TAP 
Customer Charge $ 29.95 $  29.95 
All Mcf $ 2.5879 $   7.2435 $   9.8314 

OTHERS OFF SYSTEM TRANSPORTATION 
Per 1,000 cubic feet, or per dekatherm  $ 0.3381 

SPECIAL CONTRACTS 
Special Contract 1 

Per Mcf $ 0.1639 
Special Contract 2 and 3 

Block 1 per Mcf $ 0.7655 
Block 2 per Mcf $ 0.3754 
Block 3 per Mcf $ 0.1149 

OTHER CHARGES 
Collection Charge      $ 20.00 
Reconnection Charge     $ 60.00 
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APPENDIX C 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2024-00346  DATED JUL 01 2025

SEVENTY-THREE PAGES TO FOLLOW 
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u?B>��?;E�w;>?B :=EE?8>�w;>?B �Ev~vB?@�w;>?w;>? w;>? w;>?
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*Angela M Goad
Assistant Attorney General
Office of the Attorney General Office of Rate
700 Capitol Avenue
Suite 20
Frankfort, KY  40601-8204

*Emily S. Childress
STOLL KEENON OGDEN PLLC
300 West Vine Street
Suite 2100
Lexington, KY  40507-1801

*John B Brown
Chief Financial Officer
Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, KY  40391

*Lawrence W Cook
Assistant Attorney General
Office of the Attorney General Office of Rate
700 Capitol Avenue
Suite 20
Frankfort, KY  40601-8204

*Mary Ellen Wimberly
STOLL KEENON OGDEN PLLC
300 West Vine Street
Suite 2100
Lexington, KY  40507-1801

*Michael West
Office of the Attorney General Office of Rate
700 Capitol Avenue
Suite 20
Frankfort, KY  40601-8204

*Monica Braun
STOLL KEENON OGDEN PLLC
300 West Vine Street
Suite 2100
Lexington, KY  40507-1801

*Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, KY  40391
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