
D e l l d m  XaitlwlPmB G&R@ ~~~~~~~~ Hm@o 
36 17 Lexington Road 

Winchester, Kentucky 4039 1-9797 

www deltagas.com 

PHONE: 859-744-61 7 I 
FAX: 859-744-3623 

October 19,201 1 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
P 0 Box 615 
Frankfort, KY 40602 

PUBLIC SERVICE 
COMMISSION 

RE: CASE NO. 201 1-00409 

Dear Mr. Derorien: 

We enclose for filing an original and ten (10) copies of data requested in an informal conference 
yesterday related to the Application of Delta Natural Gas Company, Inc. for an order authorizing the 
issuance of rip to $75,000,000 of long term debt. Thank you in advance for your assistance with this 
matter. 

Sincerely, 
Icl 

John B. Brown 
Chief Financial OfficedTreasurer & Secretary 

http://deltagas.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF DELTA NATURAL 

AUTHORIZING THE ISSUANCE OF UP TO 

) 

) 
GAS COMPANY, INC. FOR AN ORDER ) CASE NO. 201 1-00409 

$75,000,000 OF LONG TERM DEBT ) 

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. 

6 l lh  B. Brown 

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 October, 20 1 1. 

(SEAL) 

My Commission Expires: 



Delta Natural Gas companyp Ine, 

J O H N  6. BROWN 
CHIEF FINANCIAL OFFICER. 

TREASURER AND SECRETARY 

3Gl7 Lexington Road 
Winchester, Kentuck,tj 40391 

859.744.61 71 x109 
859.745.775.5 

j brown@del tagas.com 

October 19,201 1 

L,. Allyson Honaker 
Staff Attorney 
Kentucky Public Service Commission 
21 1 Sower Blvd. 
Frankfort, KY 40601 

Dear Allyson: 

Thank you for arranging yesterday’s informal conference with respect to Delta’s proposed financing (Case No. 
20 1 1-00409). 

The attached exhibits are responsive to the requests for data raised in yesterday’s meeting. 

Exhibit I -This exhibit calculates the projected cost savings that Delta and ultimately Delta’s customers can 
expect clue to the refinancing. Based on the assumptions chosen, in the short term, there will be approximately 
$534,000 of annual expense savings and $416,000 of annual cash flow savings, net of income taxes. That 
translates into a net present value of savings through 203 1 of approximately $2.5 million of expenses and $2.1 
million of cash. Exhibit I is followed by a legend to the significant assumptions. 

Exhibit II-Calculation of average weighted cost of capital, used in the net present value computation. 

Exhibit 111--Schedule of Delta’s Asset Retirement Obligations, which reconciles the original cost of property 
disclosed on page 2 of the application and in Exhibit A page 2 with the balance sheet provided in Exhibit B page 
7. 

Please let me know if you have further questions. Thank you again for your expedited treatment of this matter. 

Sincerely, 

http://tagas.com


Current 

7% 19,410,000 

1,081,658 

5 75% 38,455,006 

2,686.199 

4 30% (a) 

Combined Current ExDense 

Combined Current Cash Flow 

Proposed 

Merest expense 

Amorlization expense 
Unamorlized balance EOY 

Debt balance 

Interest expense 

Amorlization expense 
Unamorlized balance EOY 

Debt balance 

Interest expense 

Amorlization expense 
Refinancing expense (b) 
Unamortized balance EOY 

Deb1 balance 

__ 2012 

1,358,700 

96.864 
984.794 

19,410,000 

2,211,163 

290,400 
2,395,799 

38,455.006 

3,957,127 

__ 2013 __ 2014 - 2015 

1,358,700 1,358,700 1,358,700 

96,864 96,864 96,864 
887,930 791,066 694,202 

19,410,000 19,410,000 19,410,000 

2,211,163 2,211,163 2,211,163 

290,400 290,400 290,400 
2,105,399 1,814,999 1,524,599 

38,455,006 38,455,006 38,455,006 

3,957,127 3,957,127 3,957,127 

3,569,863 3,569,863 3,569,863 3,569,863 

- 2016 

1,358,700 

96,864 
597.338 

19,410,000 

2,211.163 

290,400 
1,234,199 

3 8,4 5 5,O 0 6 

3.957.127 

__ 2017 - 2018 

1,358,700 1,358,700 

96,864 96.864 
500,474 403,610 

19,410,000 19,410,000 

2.21 1,163 221 1,163 

290,400 290,400 
943.799 653,399 

38,455,006 38,455,006 

3,957,127 3,957,127 

3,569.863 3,569,863 3,569,863 

__ 2019 - 2020 

1.358.700 1,358.700 

96,864 96,864 
306,746 209,882 

19,410,000 19,410,000 

2,211,163 2,211.163 

290,400 290,400 
362,999 72,599 

38,455,006 38,455,006 

3,957,127 3,957,127 

__ 2021 - 2022 ___ 2023 - 2024 

1.358.700 1,358,700 113,225 

96,864 96,864 16,154 
113,018 16,154 

19,410,000 19,410,000 

552.791 

72,599 

1,240,174 1,653,565 2,418,643 2,488,195 

13,636 13,636 30,303 30,303 
150,000 150,000 
136,364 122,727 242,424 212,121 

38,455,006 38,455,006 57,865,006 57,865.006 

3,334,764 3,122,766 2.578.325 2,518,498 

3,569,863 3,569.863 3,301,665 3,012,265 2,681.868 2,488,195 

Delta Natural Gas Company, lnc. Case No. 2011-00409 
Response t o  10/18/11 Informal Conference 

Exhibit I 
- 2025 __ 2026 __ 2027 2028 - 2029 - 2030 g 

2,488,195 2,488.195 2,488.195 2,488,195 2,488,195 2,488,195 2,488,195 

30,303 30,303 30,303 30,303 30,303 30,303 30,303 

181,818 151,515 121.212 90,909 60,606 30,303 

57,865,006 57,865,006 57,865,006 57,865,006 57,865,006 57,865,006 57,865,006 

2,518,498 2,518,498 2,518,498 2,518,498 2,518,498 2,518,498 2.518.498 

2,488,195 2,488,195 2,488,195 2,488,195 2.488.195 2,488,195 2,488,195 

5 00% (c) 58,000.000 Interest expense 2.900,000 2,900,000 2,900,000 2,900.000 2,900,000 2,900,000 2,900,000 2,900,000 2.900,000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 2.900.000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 

3,767,857 Current unamorlized balance 
150,000 (b) Refinancing expense 

3,917,857 Amortization expense 195,893 195,893 195.893 195.893 195,893 195.893 195.893 195.893 195,893 195.893 195,893 195,893 195.893 195,893 195,893 195,893 195,893 195,893 195,893 195,893 
Unamorb'zed balance EOY 3,721,964 3.526.071 3,330,178 3,134,286 2,938,393 2,742,500 2,546,607 2,350,714 2,154,821 1.958.929 1,763,036 1,567,143 1,371,250 1,175,357 979,464 783.571 587.679 391,786 195,893 (0) 

Combined Proposed Expense 3,095,893 3,095,893 3,095,893 3,095,893 3.095.893 3,095.893 3,095,893 3,095,893 3.095.893 3,095,893 3.095.893 3,095,893 3,095,893 3,095,893 3,095,893 3,095,893 3,095,893 3,095,893 3.095.893 3,095,893 

Combined Proposed Cash Flow ~ s 9 0 ~ . ~ ~ ~  2 ? 9 ~ ~ . ~ ~ 0  2~900~000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 2.900.000 2,900,000 2,900,000 2,900,000 2,900.000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 2,900,000 

Comparison 

Annual Expense Savings, ne1 of income taxes (d) 
Total Expense Savings, net of income taxes (d) 

Annual Cash Flow Savings, net of income taxes (d) 
Total Cash Flow Savings, net of income taxes (d) 

534.310 534,310 534,310 534,310 534.310 534,310 534,310 534,310 534,310 148,196 16,672 (321,099) (358,216) (358,216) (358,216) (358.216) (358.216) (358,216) (358,216) (358,216) 
1,786,830 

415,583 415,583 415.583 415,583 415,583 415,583 415.583 415.583 415,583 249,193 69,649 (135,329) (255,484) (255,484) (255.484) (255,484) (255.484) (255,484) (255,484) (255,484) 

1,879,890 

NPV Expense Savings (d,e) 
NPV Cash Flow Savings (d,e) 

2,468,176 
2,103,466 
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Weighted Average Cost of Capital Calculation 

July 31, 2011 

Common shareholders' equity 
Long Term debt 
Short Term debt 
Debt expense amortization 

Weighted Average Cost of Capital 

Delta Natural Gas Company, Inc. Case No. 2011-00409 
Response to  10/18/11 Informal Conference 

Exhibit I1 

Balance Rate cost 

63,674,162 10.40% (a) 6,622,113 
57,888,006 5.00% (b) 2,894,400 

60,000 (c) 
195,893 (d) --_.I. 

121,562,168 9,772,406 

(a) Per 2010-00116 
(b) Estimated 20 year rate for proposed Prudential notes 
(c) Annual cost of unused line 
(d) Estimated after refinancing 

8.04% 



Gross Plant Reconciliation 

Delta Natural Gas Company, Inc. Case No. 2011-00409 
Response to  10/18/19 Informal Conference 

Exhi bit Ill 

Gross Plant per Application and Exhibit A 

Asset Retirement Obligations (assets for SEC books, hut excluded from rate base) 

Gas distribution 
Gas production-gathering 
Gas storage 
Gas transmission 

Gross Plant per Balance Sheet on Exhibit B 

208,811,186 

870,140 
10,790 
11,721 
35.635 

928,286 

209,739,472 


