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DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

34. Provide a copy of each adjusting entry proposed by the Company's independent Auditors 
in the two most recent audits of the Company. Include supporting documentation. 

RESPONSE: 

The response to this data request has been filed under seal with motion for confidential treatment. 

Sponsoring Witness: 

John R. Rrowri 

. .  





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

35.  Provide a copy of the Company's two most recent management letters and 
reconiineiidations received from the Company's independent auditors. 

RESPONSE: 

There have been no management letters and reconiinendatioiis issued by the Company's 
independent auditors since the last rate case. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

36. List each internal audit completed, scheduled, or in progress at the Company for 2004, 
2005, 2006 and 2007. For each, list subject of audit, date of audit, date of report and title 
of report. 

RESPONSE: 

The only specific audit performed where a report was issued during the years listed pertains to an 
operational audit performed at the Berea office on January 15, 2007. Audits of the other division 
offices will be performed by the end of 2007. The subject of the audit was general branch 
operations. The date of the audit report was January 15, 2007. Delta’s internal auditor does not 
prepare a formal report for each item reviewed, however he informs the Audit Committee on a 
quarterly basis as to the status of his activities. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

37. Provide a copy of the Company’s most recent management and operations audit. 

RESPONSE: 

Delta has not had such audit since our last rate case. Such past audits are available to the AG as 
they are on file with the PSC. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

38. If applicable, list the expense associated with the most recent managelnetit audit. If the 
Company is amortizing the expense, list the amount of base and test period expense, the 
unamortized amount at December 3 I ,  2004, 200.5, 2006, and 2007 and state when the 
anioi-tization will end. 

RESPONSE: 

The most recent management audit was completed in May, 1992, for a cost of $187,858, and the 
most recent purchased gas audit was completed in August 2002, for a cost of $69,831.59. The 
cost has already been recovered through rates. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL m Q U E S T  FOR INFORMATION 
DATED 6/07/07 

39. List each proposed pro forma entry which was considered in this filing but not made and 
state the reason(s) why the entry was not made. 

RESPONSE: 

Customer growth -- not appropriate in period of declining number of customers 

Assigning part of employee bonus to regulated company-- inconsistent with previous rate 
requests 

Incorporating salaries effective July 1, 2007 in pro forma adjustment -- inconsistent with 
previous rate requests 

Pension expense -- wait for actuarial report showing 2008 expense before calculating adjustment 

Increase rate case expense estimate -- wait until completing next data request cycle to have more 
accurate estimate of the additional costs incurred due to the significant increase in data requests 
over 2004-00067 

Bad debt -- believe it is low in test year, but the future level is not known and measurable. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

40. Please provide, in Microsoft Excel or Excel compatible format, the year-end balances 
from December 31, 2004 through December 31, 2006, and the 13-month December 31, 
2006 average total jurisdictional balances for the following: 

a. 
b. 

d. 
e. 
f. 
g* 
h. 

C. 

1 .  

j .  
k. 
1. 
m. 
n. 
0. 

P. 

RESPONSE: 

Plant in Service (by category, both total and depreciable) 
CWrP 
Construction completed not classified 
Accumulated Depreciation (by categories provided in part a, above) 
Plant Held for Future Use 
Customer Contributions in Aid of Construction 
Customer Advances 
Prepayments (by type) 
Materials and Supplies - Operating by category 
Materials and Supplies - Undistributed Stores Expense 
Other Current Assets (by type) 
Other Deferred Charges (by type) 
Accumulated Deferred Income Taxes - Depreciation 
Accumulated Deferred Income Taxes - Other (by type) 
Miscellaneous Reserves (by type) 
Retirement Work in Progress (by plant category) 

a. See Attached - page 1 
b. See Attached - Page 2 
c. Do not use this account 
d. Refer to question 117. We do not have accumulated depreciation broken out by category 

on the ledger. 
e. Do not use this account 
f. Charged against work orders. Refer to question 106. 
g. See Attached - page 2 
h. See Attached - page 3 
i. See Attached - page 2 
j. Do not use this account 
k. There are no Other Current Assets 
1. See Attached - page 4 



DELTA N A T U M ,  GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL,’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

m. See Attached - page 4 
n. See Attached - page 5 
0. Do not use this account 
p. Do not use this account 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL mQUEST FOR INFORMATION 
DATED 6/07/07 

41. Please provide an explanation of all items included in the following accounts (by 
subaccount if any) and provide the appropriate jurisdictional amounts for the year ended 
December 3 1 , 2004, December 3 1 , 2005, December 3 1,2006: 

a. Other Accounts Receivable 
b. Accrued Utility Revenues 
C. Miscellaneous Deferred Debits 
d. 
e. Other Deferred Credits 

Miscellaneous current and accrued liabilities 

RESPONSE: 

a. Detail of other accounts receivable - Delta has no activity in other accounts receivable for 
the year ended December 3 1 , 2006, December 2005 or December 2004. The support for 
this account is listed on page 110 of the Public Service Commission's annual report for 
Delta Natural Gas Company, Inc. A copy of the Public Service Commission's annual 
report was filed with Delta's PSC filing requirements lO(6) m, volume 1 of 3, tab 32. 

b. Detail of accrued utility revenues -Delta has no activity in accrued utility revenues for the 
year ended December 3 1, 2006, December 2005 or December 2004. The support for this 
account is noted on page 1 10 of the Public Service Commission's annual report for Delta 
Natural Gas Company, Inc. A copy of the Public Service Commission's annual report 
was filed with Delta's PSC filing requirements 10(6) m, volume 1 of 3, tab 32. 

c. Detail of miscellaneous deferred debits - The accounts that are classified as 
miscellaneous deferred debits is summarized in total on page 110 on the Public Service 
Commission's annual report. The detail of the accounts under this category are 
unrecovered SFAS 143 adoption cost relating to the asset retirement obligations of the 
adoption of SFAS 143, unamortized rate case expense from 2003, unamortized rate case 
expense frorn 2007 and the supplemental retirement trust. The account balances are listed 
below for each year requested. 

Account Description 12-3 1-06 12-3 1-05 12-31-04 
Unrecovered SFAS 143 adoption(AR0) $1 , 177,622 $ 0 $ 0 

Unamortized Rate Case Expense 2007 10,112 0 0 
IJnamortized Rate Case Expense 2003 108,498 18 1,698 253,898 

Supplen~ent a1 Retirement Trust 194,040 121,782 60,000 
Total $1,490,272 $303,480 $313,898 



DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

d. Detail of Miscellaneous current and accrued liabilities - The accounts that are classified 
as miscellaneous current and accrued liabilities is summarized in total on page 1 10 on the 
Public Service Commission's annual report. The detail of the accounts under this 
category are deferred income taxes - deferred gas cost, deferred income taxes - bad debt 
reserve, deferred income taxes - storage gas, deferred income taxes - prepaid insurance, 
deferred income taxes - KY tax refund, vacatiodannual leave, accrued overtime, accrued 
accounting services and accrued medical-self insurance. The account balances are listed 
below for each year requested. 

Account Description 12-3 1-06 
Deferred income taxes - deferred gas cost $ 705,600 
Deferred income taxes -bad debt reserve ( 200,800) 
Deferred income taxes - storage gas ( 92,400) 
Deferred income taxes - prepaid insurance 236,100 
Deferred income taxes - K Y  tax refund 52,500 
Vacatiadannual leave 58 1,456 
Accrued overtime 8,356 
Accrued accounting services 108,900 
Accrued medical - self insurance 165,0@ 
Total $1,564,7 12 

12-3 1-05 
$1,022,200 

(1 19,700) 
(1 29,200) 
226,400 

0 
560,434 

9,7 17 
1 01,099 
230,000 

$1,900,950 

12-3 1-04 
$ 0 

0 
0 
0 
0 

538,287 
8,920 

84,650 
186,000 

$817,857 

e, Detail of other deferred credits - The accounts that are classified as other deferred credits 
on page 110 on the Public Service Commission's annual report are refunds due to 
customers and deferred liability - revenue subject to rebill. A copy of the Public Service 
Commission's annual report was filed with Delta's PSC filing requirements 10(6)m, 
volume 1 of 3, tab 32. The account balances are listed below for each year requested. 

Account Description 12-3 1-06 12-31-05 12-3 1-04 
Refunds due to customers $ 1,439 $ 174 $ 317 
Deferred Liability - revenue subject to rebill 0 0 29,610 
Total $ 1,439 $ 174 $29,927 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENEFUL,’S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

42. Please provide a comparison by month, or if not available, by quarter, of budgeted versus 
actual retireriients for each month of 2004, 2005, 2006 and 2007. Please explain any 
significant variations. 

RESPONSE: 

Delta only budgets capital expenditures, not retirements. 

Sponsoring Witness: 

John R. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

43. Indicate the treatment of customer discounts for prompt payment of bills and budget 
billing accounts interest payments or income in the revenue poi-tion of the cash working 
capital calculation. 

RESPONSE: 

Delta does not pay customer discounts for prompt payment ofbills. Our U8th O&M cash 
working capital allowance does not have a "revenue portion". 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQUEST FOR INFORNATION 
DATED 6/07/07 

44. Did Delta conduct a lead-lag study for purposes of this rate case? If yes, please provide 
the study and all supportiiig workpapers. If not, please explaiii why not. 

RESPONSE: 

No. The Commission has consistently allowed Delta's working capital to be detennined based 
on the "1/8'h formula" method. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

45. Indicate the average period of time between rendering of service to customers to meter 
reading date (by type of customer if different), meter reading to billing date, and billing 
date to receipt of payment for Kentucky jurisdictional customers, if known; otherwise for 
total company if known. 

FESPONSE: 

a) Service is rendered up to and including the meter reading date, so there is no time 
between rendering of service to customers to meter reading date. 

b) There is an average of 9 days from meter reading to billing date, as computed on Item 
45b, attached. 

c) Most customers pay on or about the due date, which is ten days from the billing date. 

Sponsoring Witness: 

John B. Brown 



Delta Natural Gas Company, Inc. 
Case No. 2007-00089 

Response 45 

Item 45b 

Range 1/1/06 - 12/30/06 Meter Read Date 

NicholasvillelCorbin 
12/27/05 
0 1 /25/06 
02/2 1 /06 
03/27/06 
04/24/06 
05/29/06 
06/26/06 
07/25/06 
08/28/06 
09/25/06 
10/24/06 
1 1 /28/06 
12/27/06 

Owingsville/Williamsburg 
MiddlesborolManchester 

Berea/S ta n ton 
London/Barbourville 

AVERAGE 

1 /3/2006 
1 /30/2006 
2/27/2006 
4/3/2006 
5/ 1 /ZOO6 
6/5/2006 
7/3/2006 

7/3 1/2006 
9/4/2006 

10/2/2006 
10/30/2006 
12/4/2006 

1/9/2006 
2/6/2006 
3/6/2006 

4/10/2006 
5/8/2006 

6/12/2006 
7/10/2006 
8/7/2006 

9/11/2006 
10/9/2006 
1 1 /6/2006 

12/11/2006 

Days from read date to Bill Date 

0 1 /04/06 
0210 1 /06 
0310 1/06 
04/05/06 
05/03/06 
06/07/06 
07/05/06 
08/02/06 
09/06/06 
10/04/06 
11/01/06 
12/06/06 
01 /03/07 

1 /I 1 /ZOO6 
2/8/2006 
3/8/2006 

411 2/2006 
5/10/2006 
6/14/2006 
7/12/2006 
8/9/2006 

911 3/2006 
1 o/ 1 1 /ZOO6 
1 I /8/2006 

12/13/2006 

1 /I 8/2006 
2/15/2006 
311 5/2006 
4/19/2006 
5/17/2006 
6/21/2006 
711 9/2006 
811 6/2006 
9/20/2006 

10/18/2006 
11/15/2006 
12/20/2006 

bill date 

8 
'7 
8 
9 
9 
9 
9 
8 
9 
9 
8 
8 
7 

8 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 

9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
_. 9 
9 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY G E N E W ’ S  INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

46. Provide for each month from December 2005 to the present, the following by customer 
class on a jurisdictional basis (if not available by class, provide on a total jurisdictional 
basis): 

a. monthly revenues 
b. accounts receivable (aging and amounts) net of uncollectibles 

RESPONSE: 

See attached. 

Sponsoring Witness: 

John R. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL IUCQUEST FOR INFORMATION 
DATED 6/07/07 

47. Provide for each year 2004, 2005, 2006 and 2007 the total dollar write-offs to 
uncollectibles reserve with and without subsequent recoveries. 

RESPONSE: 

See attached. 

Sponsoring Witness: 

John R. Brown 



Delta Natural G a s  Company Inc. 
C a s e  2007-00089 

AG 1st Request  #47 

Write-offs 2004-2007 

With and  Without Recoveries 
r n T i G 0 E  - 

Year Write-offs 1 Recoveries 1 Recoveries 1 

.- -_ I- ~ ,. - __  - - __ - I _-.I _I ___ - I - 
I 

i ( I I [less I 

* Through April 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

48. Indicate any contractor retentions being held by the Company or for the Company during 
2004, 2005, 2006 and 2007 in relation to a major construction project or acquisition. 

RESPONSE: 

See attached schedule. 

Sponsoring Witness: 

Johi B. Brown 
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DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

49, Customer Advances. 
a. 

b. 

c. 

What is the ratemaking treatment for customer advances proposed by the 
Company in its filing? Where is such proposal found in the filing? 
Provide the monthly level of customer advances for the period December 
2005 thru July 2007. 
Provide the monthly interest expense paid by the Company on customer 
advances for the same period. 

RESPONSE: 

a. Customer advances are deducted &om rate base on Schedule 6 in Tab 27 of the Filing 
Requirements. 

b. The balance at 12/31/05 was $60,815.01. The balance decreased to $51,708.01 at 6/30/06 
and has remained unchanged since. 

c. Delta does not pay interest on customer construction advances. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAI, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

50. Customer Deposits. 
a. 

b. 

c. 

What is the ratemaking treatment for customer deposits proposed by the 
Company? Where is such proposal found in the filing? 
Provide the monthly level of customer deposits for the period December 
2005 thru 2007 to date. 
Provide the monthly interest expense paid by the Company on customer 
deposits for the same period. 

RESPONSE: 

a. Interest paid on customer deposits is excluded from our rate request, consistent with 
previous Commission decisions. 

b. See attached schedule 

C. See attached schedule 

Sponsoring Witness: 

John B. Brown 



DELTA NATURAL GAS COMPANY 

ClJSTOMER DEPOSITS 
DEC 2005 THRU APR 2007 

RATE CASE 2007-00089 
Item 50.b. 

AG 



DELTA NATURAL GAS COMPANY 

CUSTOMER DEPOSIT INTEREST 
DECEMBER 2005 THRU APRIL 2007 

RATE CASE 2007-00089 
Item 50.c 

AG 

Line NO. I MONTH I AMOUNT I 
I 12/31/2005 2,779.55 

2 1 /3 1 /ZOO6 2,627.95 

3 2/28/2006 2,833.26 

313 1 I2006 2,772.56 4 
2,839.1 5 5 4/30/2006 
2,571.42 6 5/31 /2006 

7 6/30/2006 2,483.64 

2,116.83 8 7/31 /2006 

9 813 1/2006 2,123.68 

-. 

- 
- 

-.___- 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

5 1. Customer Deposits. 
a. 
b. 
c. 
d. 
e. 

f. 

g. 

What is the contractual interest rate on customer deposits? 
Identify the tariff or statute that establishes the interest rate. 
Does the Company accrue interest on inactive customer deposits? 
How often is interest on customer deposits paid? 
Is interest on customer deposits paid by check, in the form of a bill credit, 
or credited as an addition to the customer deposit balance? 
What is the Company's policy on customer deposits for collection, refund, 
and use as an offset against an uncollectible balance? 
Provide a copy of the Company's policy(s) relating to customer deposits. 

RESPONSE: 

a. 6% 

b. KRS 278.460 

C. Yes 

d. See attached 

e. See attached 

f. See attached 

g. See attached 

Sponsoring Witness: 

John B. Brown 



Ltem 21 a ,  e ,  t ,  g 
Page' 1 of 3 

FOR All Service Areas 
P.S.C. NO. 10 

DELTA NATURAL GAS COMPANY, INC. O r i g i n a l  SHEET NO. 20 

Original SHEET NO. 20 
N a m e  of Issuing C o r p o r a t i o n  CANCELLING P . S . C .  NO. 9 

CLASSIFICATION OF SERVICE 
RULES AND REZULATIONS 

14. CONTINUOUS OR UNIFORM SERVICE 

The Company will endeavor to supply gas continuously and without 
interruption. However, the Company shall not be responsible for  
damages or otherwise for failure to supply gas for any 
interruptions of the supply when such failure is without willful 
fault or neglect. on its part. 

The Company cannot and does not guarantee either a sufficienf. 
supply or an adequate or uniform pressure of the gas supplied and 
shall not be liable fo r  any damage or loss resulting from 
inadequate or interrupted supply or from any pressure variations 
when such conditions are not due to willful fault or neglect on 
its part. 

15. EXCLUSIvT;: SERVICE 

Except in cases where the Customer has a special contract with 
the Company for reserve or auxiliary service, no other fuel 
service shall be used by the customer on the same installation in 
conjunction with the Company's service connection, either by 
means of valves or  any other connection. 

The customer shall not sell. the gas purchased from the Company to 
any other customer, company or person, and the customer shall not 
deliver gas purchased from the Company to any connection wherein 
said gas is to be used on premises not owned or controlled by the 
customer. 

16. DEPOSITS 

The Company may require a minimum cash deposit OK other guaranty 
to secure payment of hills except from customers qualifying for 
service reconnection pursuant to 807 KAR 5 : 0 0 6 ,  Section 15, 
Winter Hardship Reconnection. Service may be refused or 
discontinued for failure to pay the requested deposit. Interest, 
as prescribed by KRS 278.460,  will be paid on all sums held on 
deposit. The interest will be applied as a credit to the 
customer's bill or will be paid to the customer on an annual 
basis. If the deposit is refunded or 
bill prior to the deposit anniversary 
or credited to the customer's bill 
interest is not paid to the 
customer's bill annually, 

PURSUANT TO 807 KAR 5:OI 1 

DATE OF ISSUE N o v e m b e r  11, 

Issued by authority of an 

ISSUED BY Glenn R. Jennings .---- 
Name of Officer 

CASE NO. 2004-00067 



LLT.111 J I  u, c ,  I, g 
Page 2 of 3 

FOR -- All Service Areas _ _ _ ~  
P . S . C .  NO. 10 

Original SHEET NO. 2 1  

original SHEET NO. 21 

DELTA NATURAL GAS COMPANY, I N C .  
9 

-- 
Name of Issuing Corporation CZCELLING P . S . C . NO - 

which will result in an amount not less than that obtained by 
using the middle course method between simple and compound 
interest in compliance with the Commission Order dated October 
31, 1 9 8 9  in Case No. 8 9 - 0 5 7 .  Interest on deposits computed in 
this manner will accrue until paid to the customer or credited to 
the customer's bill. 

The deposit may be waived upon a customer's showing of 
satisfactory credit or payment history. Required deposits will 
be credited to the customer's bill between twelve and fifteen 
months after the month of  deposit if the customer has established 
a satisfactory payment record for  that period. If a deposit has 
been waived or returned and the customer fails to mainteain a 
satisfactory payment record, a deposit. may then be required. 
Upon termination of service, the deposit and any interest earned 
and owing will be credited to the f i n a l  bill with any remainder 
refunded to the customer. 

In determining whether a deposit will be required O K  waived, the 
following criteria may be considered: 

Previous payment history with the Company. I f  
the customer has no previous history with the 
Company, statements from other regulated public 
utilities may be presented by the customer as 
evidence of good credit, 

Length of time the customer has resided or been 
located in the area. 

Whether the customer awns the property where 
service is to be rendered. 

Whether another customer with a good payment 
history is willing to sign as a guarantor for an 
amount equal to the required deposit. 

If a deposit is held longer than eighteen months, the deposit 
will be recalculated at the customer's request based on the 
customer's actual usage for the pa twelve months. If the 
deposit on account differs from the N 
than $10.00 for a residential custom or 10 psp3ap_lP.1-@~g~q' non- 
res i dent ial elis tamer , the Company collect a€iyFElfJnWEpayment 
and refunds, if any, will be creditc:d to the c~t,Q@@$'s next 

PURSUANT TO 807 KAR 5:Oll  
Pr- -- - 

DATE OF ISSUE November 11, 2004 DATE EFFECTIVE 
ISSUED BY G l e n n  R. Jennings fiL@.- '7  I T "  

CASE NO.- 2004-00067 : IATED November 10, 2004 

October 7;- --- 
nllrrr- 

~ 

' +nt 
Name of Officer -J 

Issued by authority of an Order of thyPublic ~ d & n ~ ~  . c  &f-Icw-* 



i c e m  21 a, e ,  I, g 
Page 3 of 3 

___ FOR All Servic; Areas 
P . S . C .  NO. 10 

SHEET NO. 22 

SHEET NO. 22 

DELTA NATURAL GAS COMPANY, INC. Original 

Original  
Name of Issuing Corporation CANCELLING P.S.C. NO. 9 

CWSIPICATION OF SERVICE 
RULES AND REGULATIONS 

.17 . 

18. 

utility bill. No refund will be made if the customer's bill is 
delinquent at the time of recalculation. 

Once each year, a billing insert will be included with the bill 
advising the customer of the right to request a deposit 
recalculation. 

Residential and small non-residential customers with meters up 
through -425 will pay eqtial deposits in the amount of $95.00. 
This amount shall not exceed 2/12ths of  the average annual bill. 

Large non-residential and industrial customer's deposits shall be 
based upon actual usage of the customer at the same or similar 
premises for the mast recent twelve month periad if such 
information is available. I f  usage information is not available, 
the deposit will be based on the average bills of similar 
customers and premises in the system. The deposit amount shall 
not exceed 2/12ths of the customer's actual or estimated annual 
bill - 

MONTHLY - CUSTOMER CHARGE 

A monthly customer charge shall be rendered against every meter 
installed unless service is discontinued in one customer's name 
and is not to he re-served at the location. 

Special permission may be obtained from the local distribution 
supervisor for waiving of the monthly customer charge only when 
initial service is being rendered and no gas except test gas has 
been passed by the meter. 

A full monthly customer charge will be rendered whenever service 
has been used for more than fifteen (15) days of a billing month, 
even if the consumption of the customer is zero ( 0 ) .  

If service is used less than fifteen (15) days in a given billing 
month and any consumption is recorded, the normal billing 
procedure shall apply. 

Bills for gas service will be 
specified. The term 'month" 
period between any two 

PURSUANT TO 807 KAR 301 1 

MONTHLY BILLS 

-- 
-- DATE OF ISSUE November 11, 

ISSUED BY - Glenn R .  Jennings 
Name of 

Issued by authority of an O r d e r  of the Public 
- CASE NO. 2004-00067 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

52. For the test year and the preceding two years, has the Company sold any property which 
had formerly been included in Plant Held for Future Use or devoted to utility service? If 
so, for each sale, describe the property sold; state whether, when and in what manner it 
had been included in rate base; show the details of how the gain or loss was calculated; 
indicate when the sale occurred; explain how and whether the Company is amortizing 
such gain or loss; and show how such amortization was computed. 

RESPONSE: 

See attached schedules. 

The Company has not sold any property included in Plant Held for Future Use but has sold Plant 
Utility Property (Account 101) for the y ears requested. 

The Company does not amortize gain or losses. Gains and losses are charged to accumulated 
depreciation. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL, GAS COMPANY, LNC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

53. The following questions are related to the Company's policies regarding accounting for 
C W P ,  plant in service and depreciation: 

For each item of CWIP which the Company has transferred into utility 
plant in service for purposes of this filing, has a full 12 months of 
depreciation expense been included in the cost of service? 
For each item of CWIP which the company has transferred into utility 
plant in service for the purposes of this filing, has an amount representing 
a full 12 months of depreciation expense been added to the total 
accumulated depreciation by which rate base is reduced? 
Provide the same information as requested in subsection b. above for the 
deferred taxes related to the depreciation timing differences. 

a. 

b. 

c. 

RESPONSE: 

(a) Yes 

(b) Yes 

(c) For the purposes of this filing, no adjustments have been made for deferred taxes related 
to C W P  items that the company has transferred into utility plant in service. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

54. For major plant construction projects representing plant additions costing more than $5 
million added during 2005,2006 and 2007 to date please state the following: 

a. Description of project. 
b. 
c. 
d. 

e. 

Any economic feasibility studies done iii a relationship to the project. 
Any related cost savings achieved as a result of adding the addition. 
Whether the project was for replacement, for new growth, environmental, 
or other. 
Description of why the project was necessary. 

RESPONSE: 

Delta has not iiicurred any plant construction projects costing more than $5 million during 2005, 
2006 or 2007. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

55.  Explain in detail the Company's procedure for accruing AFUDC and provide examples of 
AFUDC accrued during 2004, 2005, 2006 and 2007. Discuss specifically how the 
Company computes the AFLJDC rate, computes AFUDC monthly, adjusts AFIJDC for 
the impact of the Alternative Minimum Tax arid for interest that is capitalized for federal 
income tax purposes. Show examples of each calculation. Also provide references to 
PSC Orders which authorize or approve the calculation methods used by the Company. 

RESPONSE: 

Delta does not accrue AFUDC as the PSC has allowed inclusion of CWIP in rate base. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

56. Explain in detail the Company’s procedure for accruing AFUDC and provide examples of 
AFUDC accrued during 2004, 2005, 2006 and 2007. Discuss specifically how the 
Company computes the AFUnC rate, computes AFUDC monthly, adjusts AF’UnC for 
the impact of the Alternative Minimum Tax and for interest that is capitalized for federal 
income tax purposes. Show examples of each calculation. Also provide references to 
PSC Orders which authorize or approve the calculation rnethods used by the Company. 

RESPONSE: 

Not applicable. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

57. Identify how much of the Company's materials and supplies balance at December 31, 
2005, December 3 1, 2006 and 2007 to date is related to construction activities. 

RESPONSE: 

Balance at 
Dec. 2005 Dec. 2006 April 2007 

- 

Materials and Supplies 479,579 480,166 721,957 

Most materials and supplies costs are related to construction activities. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

58. Please provide a copy of the corporate federal tax returns and supporting “M” schedules 
for 2004,2005 and 2006. 

RESPONSE: 

Please refer to Case No. 2007-00089, First PSC Data Request, Dated 3/19/07, Response 23(a)(8) 
for a copy of the corporate federal tax returns and supporting “M’ schedules for 6/30/06. The 
corporate federal tax returns and supparting “M’ schedules for the years ended 6/30/05 and 
6/30/04 are filed under seal with motion for confidential treatment. 

Sponsoring Witness: 

Matthew D. Wesolosky 

I 
- .  





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

59. Please provide detailed calculations of federal income taxes and state income taxes 
(budgeted and/or actual) for the following accounting periods: 

the year ended December 3 1, 2005 (actual); 
the year ended 2006 (actual). 

a. 
b. 

RESPONSE: 

See attached schedules. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

60. Please provide workpapers detailing the calculation of each statutory addition and 
deduction used in arriving at taxable income in the above calculation. Also provide a 
narrative explanation of the effect of each statutory addition and deduction on tax and/or 
book income, and the Internal Revenue Code Section or Treasury Regulation calling for 
the adjustment. 

RESPONSE: 

Please refer to response 59 of this information request. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

61. For 2005 and 2006, please provide a copy of the U.S. Corporation Income Tax Return, 
and the Kentucky Corporate Income Tax Return and all other Kentucky Tax Returns. If 
separate returns were not prepared, please provide the detailed worksheets that were used 
to prepare the consolidated return. 

RESPONSE: 

Please refer to response 58 of this information request for a copy of the U.S. Corporation Income 
Tax Return for the 6/30/05 and 6/30/06 tax years. The returns are consolidated federal income 
tax returns; however the return includes detail of Delta Natural Gas Company, Inc. presented on 
a separate company basis. 

The separate Kentucky income tax filing for tax year 6/30/05 is filed under seal with motion for 
confidential treatment. Also filed under seal with motion for confidential treatment is the 
consolidated Kentucky income tax filing for tax year 6/30/06 including a consolidating 
worksheet. Due to the Kentucky tax law change in May of 2004, Delta Natural Gas Company, 
Inc. is required to file as part of a consolidated return for tax year 6/30/06 and forward. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL, GAS COMPANY, INC, 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIN, REQUEST FOR INFORMATION 
DATED 6/07/07 

62. Please provide the following information regarding deferred income taxes: 
a. Calculation of all timing differences reflected in DFIT; show book amount 

and tax amount; indicate when amounts were included in book and in tax 
returns; 
Tax rate applied to each timing difference; 

If different, reconcile book amount per cost of service and book amount in 
DFIT calculation. IdentifL and quantify all reconciling items. 
For each year 2001 through 2007 the gross and net additions to deferred 
taxes. Please breakdown such additions within each year by sub-account, 
providing the number and name for each account and sub-account. For 
each item by year, please reconcile the gross to net additions and explain 
how that reconciliation was derived. 
For 2006 and 2007 (to date) please provide information requested in (e) 
above for each month. 

b. 
C. Calculation of actual DFIT; 
d. 

e. 

f. 

RESPONSE: 

Please see attached. 

Sponsoring Witness: 

John B. Brown 



* 
0 
0 N 





m 
3 7 

ii 
E 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

63. Please provide a Consolidated Tax Savings calculation by year for each year 2004 
through 2006. 

RESPONSE: 

The company is not aware of any consolidated tax savings for years 2004 through 2006. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

64. Provide the following effective (reflecting all consolidated tax savings) tax rates for 2004, 
2005,2006 and 2007 and a derivation thereof: 

a. Federal Income 
b. Kentucky Income 

RESPONSE: 

Please refer to response 59 of this information request for calendar years 2004, 2005 & 2006. 
For an estimated fiiture effective tax rate, please refer to Case No. 2007-00089, First PSC Data 
Request, Dated 3/19/07, Tab 27 Schedule 7. 

Spoiisoriiig Witness: 

501x1 B. Brawn 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

65, Please state whether the Company has or will file a consolidated federal or state tax return 
for 2005, 2006 arid 2007 and if SO, list those companies which will be included in the 
consolidated return. 

RESPONSE: 

The company has filed consolidated federal income tax returns for the years ended 6/30/05 and 
6/30/06. The company intends to file federal consolidated income tax returns in the future. The 
company filed a separate Kentucky income tax return for the 6/30/05 tax year, however due to a 
Kentucky law change in May 2004, the company was required to file a consolidated Kentucky 
income tax return for the year ending 6/30/06. The company will also be required to file 
consolidated Kentucky income tax returns in the future. The consolidated income tax returns for 
Federal and Kentucky income tax purposes include the following entities: 

Delta Natural Gas Company, Inc. 
Delta Resources, Inc. 
Delgasco, Inc. 
Enpro, hic. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAI, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

66. Please list the name and business function of all Company subsidiaries and separately list 
those which are included in this case for ratemaking purposes. 

RESPONSE: 

See response to PSC First Data Request, Item 2. 

All three subsidiaries are excluded from this case for ratemaking purposes, as they are not 
regulated by the Commission. This exclusion for ratemaking purposes is consistent with the 
treatment in Delta's prior rate cases. 

Sponsoring Witness: 

Glenn R. Sennings 





DELTA NATTJRAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

67. Please provide worksheets which reconcile book and tax income and tax liability on the 
books and on the tax return for 2004,2005 and 2006. 

RESPONSE: 

The reconciliation which reconciles book + tax income has been filed under seal with motion for 
confidential treatment. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

68. Please list and explain in detail the allocation methods used to allocate state and federal 
tax liability and tax credits between the Company and its subsidiaries. Please provide 
worksheets which show a detailed derivation of the allocations for 2004, 2005, 2006 and 
2007. The derivation should include separate listing of contributions, indebtedness cost, 
NOL (current, carryforwards and carrybacks), each credit by type (such as the investment 
tax credit, jobs credit), intercompany transactions. 

RESPONSE: 

The federal and state income tax liability is allocated based on separate company taxable income. 
The consolidated income tax returns do not have; intercompany transactions that are required to 
be eliminated, investment tax credits, jobs credits, research and development credits or 
consolidated tax savings, there€ore detailed tax allocations are not perforrned by the company. If 
an NOL is generated by one member of the consolidated group arid utilized by another member 
of the consolidated group, the member generating the NOL is compensated by the member 
utilizing the NOL,. For the 6/30/04 tax year, a consolidated NOL was generated and carried back 
to prior years. The refund related to the NOL was allocated back to the company that generated 
the NOL. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

69. Please list all typical intercompany transactions which are taxed by the federal 
governrnent in the year of the transaction or the following year if a separate return is filed, 
but on which the tax is deferred if a consolidated return is filed. For each transaction 
please identify it by company, and type of transaction, and gain (loss) (deferred or not). 
Please provide the book treatment of each account. 

RESPONSE: 

No such intercompany transactions have been identified. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

70. Separately for 2004, 2005 and 2006 list all intercompany transactions which would be 
taxed by the federal govermnent in that year if a separate return was filed, but will not be 
taxed that year because a consolidated return was filed. For each transaction please 
identify it by company, type of transaction, and gain (loss) (deferred or note). Please 
provide the book treatment of each amount. 

RESPONSE: 

No such intercompany transactions have been identified. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL, GAS COMPANY, TNC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

71. Please list all typical intercompany transactions which are taxed by State government in 
the year of the transaction or the following year if a separate return is filed, but on which 
the tax is deferred if a consolidated return is filed. For each transaction please identify it 
by company, and type of transaction, and gain (loss) (deferred or not). Please provide the 
book treatment of each amount. 

RESPONSE: 

No such intercompany transactions have been identified. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

72. Separately for 2004, 2005 and 2006 please list all intercompany transactions which would 
be taxed by State govemrrient in that year if a separate return was filed, but will not be 
taxed that year because a consolidated return was filed. For each transaction please 
identify it by company, type of transaction, and gain (loss) (deferred or not). Please 
provide the book treatment of each amount. 

RESPONSE: 

No such intercompany transactioris have been identified. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

73. Please provide worksheets which derive the gross revenue and pre-tax accounting income 
and federal taxable income (loss), on a consolidated basis and on a separate return basis 
for each year for 2004,2005 and 2006. 

RESPONSE: 

Please refer to response 61 and response 58 of this request. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL RIEQUEST FOR INFORMATION 
DATED 6/07/07 

74. Please provide worksheets which derive the gross revenue and pre-tax accounting income 
and State taxable income (loss), on a consolidated basis and on a separate return basis for 
2004, 2005 and 2006. Include in the worksheets a detailed reconciliation of book and tax 
income. 

RESPONSE: 

For Kentucky income tax purposes, a separate income tax return was filed for years ended 
6/30/04 and 6/30/05. A 
consolidated filing was prepared for Kentucky income tax purposes for the 6/30/06 year. Please 
refer to response 61 of this request for the information related to tax years 6/30/05 and 6/30/06. 
The separate company Kentucky income tax filing for the year ended 6/30/04 is filed under seal 
with motion for confidential treatment. 

No consolidated computation was prepared for these tax years. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, RlEQUEST FOR INFORMATION 
DATED 6/07/07 

75. Please provide for each year from 2000 through 2006 the gross and net additions to 
deferred taxes. Please breakdown such additions within each year by sub-account, 
providing the number and name for each account and sub-account. 

a. For each item by year please reconcile the gross to net additions and 
explain how that reconciliation was derived. 

RESPONSE: 

Please refer to response 62 of this request. 

Sponsoring Witness: 

John €3. Brown 





DELTA NATIJRAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

76. Please provide detailed worksheets showing the derivation of “excess tax over book 
depreciation” for 2005,2006 and 2007 to date. 

RESPONSE: 

See attached worksheets showing the derivation of “excess tax over book depreciation” for years 
ended 6/30/05 and 6/30/06. The 6/30/07 calculation has not yet been prepared. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

77. Please provide the beginning and ending balances for 2005, 2006 and 2007 for 
Accumulated Deferred Income Taxes arid Provisions for Deferred Income Taxes broken 
down by sub-account with the name and number of each sub-account. 

RESPONSE: 

Please refer to response 62 of this request. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

78. Please provide the following amounts for 2005,2006 and 2007: 
a. Income tax expense, current, deferred, deferred-credit, investment tax 

credit deferred and investment tax credit amortized from piior years. 
Identify by Uniform System Account number. 
Identify the benefit giving rise to each charge, as shown in the example 
below. 
Separate federal and state amounts. 
Cite the order or ruling on which the Company bases rate treatment of 
these benefits (normalized or flow-through). Note rate treatment 
(normalized or flow-through). 
State the accumulated total for each as it appears on the test year balance 
sheets. Identify by Uniform System Account Number. 
State the rate base treatment of each item (e.g. deducted from rate base, 
cost-free capital, treated as equity, etc.). 
Cite the order or ruling on which the Company bases treatment identified 
in f. 

b. 

c. 
d. 

e. 

f. 

g. 

RESPONSE: 

Please refer to response 62 of this request. 

Sponsoring Witness: 

John R. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

79. Please provide a detailed derivation of 2005, 2006 and 2007 research and developnieiit 
credits, including: 

a. a list of all research, development and experimentation expenditures, and 
for each item provide: 

b. separately the amounts payable to inside and outside contractors: 
c. the amount payable in the test year; 
d. the total expenditures to be expensed in determining federal taxable 

income; 
e. the total expenditures qualifylng for the R & E credit under I.R.C. 

paragraph 44f. 

RESPONSE: 

The company has not generated or realized research and development tax credits for tax years 
ending 6/30/05 & 6/30/06. The company does riot intend to generate or realize research and 
development tax credits for its tax year ended 6/30/07. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

80. Identifjr all net operating loss carrybacks and canyfonvards for Delta Gas and each 
subsidiary for 2004,2005,2006 and 2007. 

RESPONSE : 

A consolidated federal NOL was generated as of 6/30/04. The NOL related to Delta Natural Gas 
Company, Inc. and was carried back to the 6/30/02 year. A separate company Kentucky NOL 
was generated on 6/30/05. The NOL related to Delta Natural Gas Company, Inc. and was carried 
back to the 6/30/04 year. 

Sponsoring Witnesses: 

Matthew D. Wesolosky 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

81. What amount of Delta Gas interest expense for tax purposes and separately for book 
purposes was allocated to Kentucky regulated operations on a combined and intrastate 
basis during the test year? Please explain and provide a reconciliation of the difference. 

RESPONSE: 

$5,191,879 of interest expense for tax and book purposes was allocated to Kentucky regulated 
operations on a combined and intrastate basis during the pro-forma test year. 

Sponsoring Witness: 

John €3. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENEFZAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

82. Regarding the investment tax credit, please provide the amount of 3%, 4%, 7%, lo%, and 
11% credits the company generated, booked for ratemaking purposes, and/or used as a 
credit against federal tax liability for each year from 2004 through 2007 and the 
derivation of each of those amounts. 

RESPONSE: 

No investment tax credits have been generated, utilized or booked for rate making purposes by 
the company for years 2004 through 2007. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

83. For each distinct tax-timing difference for which the Company has provided deferred 
taxes, please identify the amount of excess deferred income taxes (i.e. deferred taxes 
accrued by the Company at federal tax rates higher than the current corporate tax rate; the 
excess is the difference over the current rate) existing on the Company's books at 
December 31, 2006 which be flowed back to ratepayers on an accelerated basis (Le. 
such amortization is not prohibited by the normalization requirements of the Internal 
Revenue Code). Show how these amounts are calculated. 

RESPONSE: 

Does not apply. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

84. Will the amount of investment tax credits utilized be increased if the Company is granted 
its requested rate increase in these proceedings? If so, provide 
calculations showing the Company's best estimate as to how much ITC will be utilized. 

If not, why not? 

RESPONSE: 

The company has no investment tax credits. Also, please refer to response 82 of this request. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

85. Provide detailed descriptions of any IRS audit, settlements with the Internal Revenue 
Service, or audit adjustments made during the three years ending December 3 1,2006. 

RESPONSE: 

There have been no IRS audits in the three years ending December 3 1,2006. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

86. Provide a copy of any and all revenue ruling requests, IRS responses, and correspondence 
between the Company and the IRS during the ten years ending December 3 1 2006. 

RESPONSE: 

There have been no IRS revenue ruling requests made by the company during the ten years 
ending December 3 1 2006. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

87. List total property taxes and property tax refunds or abatements each year, for the test 
year and the most recent three years for which actual information is available. Describe 
and show the accounting treatment accorded to each item, showing journal entries, dates, 
accounts, amounts and descriptions. 

RESPONSE: 

Tax Return Year Tax Return Calculated Expense 

2006 
200s 
2004 
2003 

1,233,633 
1,180,636 
1,08S,49 1 
1,020,143 

1,221,140 
1,133,426 
l,l06,7SS 

995,052 

All property taxes charged to account 1.236.05. Attempt is made to match taxes paid based on 
tax year with calendar year expense. Perfect matching cannot be achieved because all tax bills 
are not received before closing the calendar year books. 

No property tax refbnds or abatements reported. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY G E N E W ’ S  INITIAL REQUEST FOR INFORMATION 
DATED 4/07/07 

88. List all amounts of property taxes under dispute at December 31, 2006, and indicate the 
tax year and the taxing district to which each relates. 

RESPONSE: 

No amounts of property taxes under dispute. 

Sponsoring Witness: 

John B. Brown 





DELTA NATlJRAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL,’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

89. List all property tax refunds, by geographical area and taxirig authority, by year, received 
in the most recent three years tlirough 2006. 

ESPONSE: 

No property tax refunds reported. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, CAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, Rl3QUEST FOR INFORMATION 
DATED 6/07/07 

90. Please explain and provide all workpapers and source documents supporting the 
derivation of the taxable bases for Kentucky income and property taxes for 2005, 2006, 
and forecasted for the year ended December 3 1 , 2007. 

RESPONSE: 

Please refer to response 59 of this request related to the Kentucky income tax base and refer to 
response 87 of this request related to the Kentucky property tax base. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

9 1. Provide fiall supporting documentation, workpapers and correspondence associated with 
refunds of any and all taxes other than income taxes received in 2004, 2005 and 2006. 
Indicate which accounts were affected and tlie associated dollar amounts. Also describe 
how the Company iiiteiids to treat this item for rate case purposes. 

RESPONSE: 

Delta has not received any refunds relating to taxes other than income taxes in 2004, 2005 or 
2006. 

Sponsoring Witness: 

Johri B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

92. Please state whether any settlements, penalties or interest resulting from audits by taxing 
authorities are included in expense per books in 2005, 2006 and 2007 to date. If so, 
provide full details including the periods and issues resolved, the dollar amounts of 
settlenierit by issue, the taxing authority penalty or interest by issue, the taxing authority 
involved, the date of settlement, the current status of the payment, and the final resolution 
of the matter or status of the protest if unresolved. 

RESPONSE: 

There were no settlements, penalties or interest resulting from audits by taxing authorities 
included in expense for calendar 2005,2006 and 2007 to date. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL Rl3QUEST FOR INFORMATION 
DATED 6/07/07 

93. Provide hard copies of all warkpapers underlying the Delta Depreciation Study (Seelye 
Exhibit 11). 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

94. Please refer to Appendix B of the Depreciation Study. For the accounts for which only a 
rate is shown (no expense), does the Company intend to collect depreciation expense for 
these accounts? Also, for each of these accounts, provide an explanation as to how the 
rate was selected. 

RESPONSE: 

No. These rates would only be applied in the event that plant is added to the accounts in the 
future. The rates were set at levels considered to be reasonable for new property. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL WQUEST FOR INFORMATION 
DATED 6/07/07 

95. Provide all information obtained by Mr. Seelye and The Prime Group, LLC. from 
Company operating personnel, and separately, financial management personnel relative to 
current operations and future expectations in the preparation of the study. 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATIJRAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

96. Please provide all notes taken during any meetings with Company personnel regarding 
the study. Identify by name and title, all Delta Gas (“Delta” or “the Company”) personnel 
who provided the information, and explain the extent of their participation and the 
information they provided. 

JXESPONSE: 

There are none. 

Sponsoring Witness: 

Glenri R. Jennirigs 





DELTA NATlJRAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

97. Identify all plant tours taken during tlie preparation of the Depreciation Study. 
a. 
b. 
c. 

Identify those in attendance and their titles and job descriptions. 
Provide all conversation notes taken during the tour. 
Provide all photographs and images taken during the tour. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

98, Provide all internal and external audit reports, management letters, consultants’ reports 
etc. which address in any way, the Company’s property accounting and/or depreciation 
practices. 

RESPONSE: 

The only report issued by an independent party which addresses in any way the company’s 
property accounting and/or depreciation practices is the depreciation study prepared by the Prime 
Group which has been included with the filing requirements for this case. 

Sponsoring Witness: 

Matthew D. Wesolosky 





DELITA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

99. Please provide copies of all Board of Director’s minutes and internal management 
meeting minutes in which the subject of the Company’s depreciation rates or retirement 
unit costs were discussed. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL lREQUEST FOR INFORMATION 
DATED 6/07/07 

100. Provide copies of all internal correspondence which deals in any way with the Company’s 
retirement unit costs, depreciation rates, and/or the Depreciation Study. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL RF,QUEST FOR INFORMATION 
DATED 6/07/07 

101. Provide copies of all external correspondence, including correspondence with Mr. Seelye 
and The Prime Group, LLC., which deals in any way with the Company’s retirement unit 
costs, depreciation rates, and/or the Depreciation Study. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL IU3QUEST FOR INFORMATION 
DATED 6/07/07 

102. Provide copies of all industry statistics available to Mr. Seelye and/or the Company 
relating to company depreciation rates. 

RESPONSE: 

See response to question 48 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

103. Identify all industry statistics upon which Mr. Seelye relied in formulating the 
depreciation proposals (See Seelye Exhibit 11, p. 1). 

RESPONSE: 

See response to question 48 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, RFQUEST FOR INFORMATION 
DATED 6/07/07 

104. Which accounting method is reflected in the life studies; “location-life” or “cradle-to- 
grave”? 

RESPONSE: 

Cradle-to-grave. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

105. What is impact of the accounting method used, Le., “location-life or “cradle-to-grave” on 
the lives calculated in the Depreciation Study? 

RESPONSE: 

The use of “cradle-to-grave” had no specific impact. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY G E N E W ’ S  INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

106. Provide explanatory examples of the debits and credits relating to customer advances and 
contributions-in-aid of construction. 

RESPONSE: 

See Response attached. 

Responsible Witness: 

John B. Brown 



Delta Natural Gas Company, Inc 

Attorney General’s Data Request 
Case No. 2007-00089 

ITEM 106 

Response: 

Customer Advances - Extension Deposit Agreements 

When cash is received prior to construction, an invoice is rendered for the amount per 
the contract agreement. 

G/L Acct Debit Credit 
1.142.01 1 Misc Accts Receivable 329 

329 
329 
329 

1.252 Advances for Construction - -- 
--- L_ 

When a promissory agreement is made with no cash received prior to construction, a 
manual journal entry is created per the contract agreement. 

GIL Acct Debit Credit 
1.252.01 Promissory Notes - Extension Agreement 55,020 

1.252 Advancesfor Construction 55,020 
55.020 55.020 

Contributions In Aid of Construction 

Delta bills responsible parties for applicable reimbursement work order construction projects. 
An agreementlcontract is reached prior to construction. Once the project is complete, the amount 
defined by the contract is invoiced. The amount may be the total cost of the project, a set amount or 
a percentage of the total cost. Amount billed is applied to the work order as a credit to CWIP. 

GIL Acct 
1.142.01 1 Misc Accts Receivable 

Debit Credit 
6,000 

1.107.02 Construction Work In Progress - MAR Clearing 6,000 
6,000 6,000 - 

Standard Journal Entry 93 is completed each month to clear balance from 1.107.02 and 
apply applicable amount to the work order in CWIP. 

GIL Acct Debit Credit 
I .107.01 Construction Work In Progress (Work Order) 6,000 
1 .I 07.02 6,000 

6,000 6,000 
Construction Work In Progress - MAR Clearing 

Page 1 of 1 





DEL,TA NATIJRAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL m Q U E S T  FOR INFORMATION 
DATED 6/07/07 

107. Provide explanatory examples of the debits and credits relating to the accounts for which 
depreciation is charged to clearing accounts. 

RESPONSE: 

Journal Entry 92 is completed each month to charge applicable depreciation expense to clearing 
Accounts 1.184.03 Transportation Equipment Operating and Maintenance Cost and to 1.184.08 
Work Equipment Operating and Maintenance Cost. 

Based on the depreciable book balance of plant account 1.392 and 1.396, a calculation is made to 
determine the amount that should be charged to the clearing accounts. The amount calculated is 
debited to 1.184.03 and 1.184.08 arid credited to 1.403 Depreciation Expense. 

See example of July 2006 entry and support attached. 

Sponsoring Witness: 

John B. Brown 



-PAGE 1 OF '2 
ITEM 107 

8/16/06 10.05 AM 

KESTES 

Page 1 

G L J E M / G L O ~ ~ S  

DELTA NATURAL GAS CO., INC AND SUBSIDIARIES 

Standard Journal Entries Post 

Batch: DEPRECTN Date: 7/31/2006 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Reference: JE92 Depreciation Reversing Entries- NO Zero amounts after post- NO 

S e q  D i s t r i b u t i o n   mount 

1 G/L 11 - 1 184 0300 TRANSP EQUIP OPER & MNT COST 20,800 00 

2 G/L 11 - 1 1 8 4  0 8 0 0  WORK EQUIPMENT OPER & LINT COST 3,200 00 

3 G J L  il - 1.403 0000 DEPRECIATION EXPENSE 24,000 OOCR 

00 

Grand Total 00 * *  

- -  Batch is in Balance - -  



PAGE 2 OF 2 
ITEM 107 

DELTA NATURAL GAS COMPANY, INC. 

FOR July - Dec 2006 ENTRIES 
ESTIMATE J/E 92 - DEPRECIATION 

DEPRECIABLE 
BOOK 

ACCOUNT BALANCE DEPR DEPR 
NUMBER DESCRIPTION 6/3 0/20 0 6 RATE CALC 

AUTOS &TRUCKS 3,210,764 7.77% 250,097.96 A 392 

1,892,195 2.00% 37,843.90 B 396 POWER OPERATED EQUIPMENT 

TOTAL A/C 392 AND 396 5,110,959 287,941 .a6 c 

Do not include Fully Depreciated Items Above 

J/E 92 DEPRECIATION 

1.184.03 T'RANSP EQUIP OPER & MNT COST 20,800.00 
3,200.00 1.184.08 WORK EQUIPMT OPER & MNT COST 

1.403 DEPRECIATION COST (24,000.00) - 7 1  
20,841 5 0  (N12) 
3,153.66 (B/12) 

(23,995.1 6) (-C/12) 

F:\Account\PUBLIC\KESTES\Depreciation Reparts\Journal Entry 92\[JE 92.xls]2006 - JCJLY 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

108. Provide a copy of the Company’s current capitalization policy. If the policy has changed 
at all since 2000, provide a copy of all prior policies in effect during any portion of that 
period. 

WSPONSE: 

Current Policy - Effective July 1,2004 - See attached 

Prior Policy - is on file with Commission for Case No. 2004-00067. 

An item must conform to GAAP rules and have a life expectancy to be capitalized. 

Capitalization Limit was $500 per unit. 

Sponsoring Witness: 

John B. Brown 



July 11,2006 

Fixed Assets Capitalization Policy 

Specific arid mass property fixed assets are capitalized if the useful life is greater than 
one year. Specific property assets purchased or constructed must also cost $2,000 or 
more to be capitalized. Mass property assets do not adhere to the $2,000 rule. All 
capitalized fixed assets should be charged to an approved blanket or specific work order. 
Fixed Assets are stated on books at original cost. This cost includes the invoice price of 
the asset and can also include all other cost incurred to construct and install the asset such 
as company inventory materials, miscellaneous vendor charges, labor and benefits, an 
allocation of general and administrative charges, and cost of incoming transportation 
incurred on shipments fi-om external vendors. Per Kentucky Public Service Commission, 
interest cost cannot be capitalized. 

Repair and maintenance cost for an asset should be expensed. Repairs do not add value 
or prolong the life of the asset but keep the asset in operating condition. Improvement 
cost that appreciably prolongs the life of an asset and increases its value should be 
capitalized. Improvements could be overhauling a compressor station, software 
modification, adding to or renovating a building, and replacing roof or floor covering. 

Fixed Assets are depreciated once they are placed in service. Depreciation of fixed assets 
is based on the rates approved by the Kentucky Public Service Commission. 

Specific Property Assets 
Specific property assets are tangible, stand alone units, complete in themselves and retain 
their identity. These assets have a physical location that can easily be determined. 
Examples are regulator and compressor stations, industrial meter sets, land, buildings, 
tools, trucks, office equipment, and computer hardware and software. Specific property 
assets must have a useful life greater than one year and a purchased or constructed cost of 
$2,000 or more per unit in order to be capitalized. Multiple items less than $2,000 but 
used and combined to complete a constructed total cost asset unit of $2,000 or more are 
capitalized. Specific property constructed or purchased with a total cost of under $2,000 
should be expensed. 

Mass Property Assets 
Mass property are assets recorded on books in multiple quantities and can even possibly 
be intangible. The assets are not stand alone units and each unit is not easily identifiable 
to a physical location. Delta’s mass property assets are gathering, storage, transmission 
and distribution lines, service lines, meter installations, right of way easements, meters 
and regulators. Mass property assets are excluded from the $2,000 rule provided the 
useful life is greater than one year. 





DELTA N A T U M ,  GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

109. Identify and explain all changes since the last depreciation study which might affect 
depreciation rates. 

RESPONSE: 

No changes. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

110. Please provide the most recent Asset Management Plan for Delta. 

RESPONSE: 

Delta does not have such a plan. 

Sponsoring Witness: 

Glenn R. Jenriings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S I N I T I a  REQUEST FOR INFORMATION 
DATED 6/07/07 

1 11. Please provide on diskette or CD all tabulations included in the Depreciation Study and 
all data necessary to recreate in their entirety, all analyses and calculations performed for 
the preparation of the study. Please provide this and all electronic data in Excel (or .txt 
format if appropriate), with all formulae intact. Please provide any record layouts 
necessary to interpret the data. Please include in the response electronic spreadsheet 
copies of all of the schedules andor tables included in the Depreciation Study, with all 
formulae intact. 

RESPONSE: 

See response to question 50 of the Commission Staff's Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

112. Is amortization accounting being proposed for any accounts? If so, please list the 
accounts and provide Mr. Seelye’s amortization calculations and workpapers in electronic 
forrnat (Excel) with all formulae intact. 

RESPONSE: 

No. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATIJRAI, GAS COMPANY, INC. 
CASE NO. 2007-00089 

- Code __ Data Type 
9 Addition 
0 Ordinarv Retirement 

ATTORNEY GENERAL’S INITIAL RIEQUEST FOR INFORMATION 
DATED 6/07/07 

1 
2 
3 

113. For each plant account, and for each year since the inception of the account up to and 
including 2006, please provide the following standard depreciation study data as 
identified at pages 30-33 of the August 1996 NARUC Public Utility Depreciation 
Practices Manual (“NARUC Manual”). Provide the data in electronic format (Excel or 
.txt). Provide aged vintage data if available. TJse the codes identified for each type of 
data, unless the Company regularly uses other codes. hi those circumstances, identify and 
explain the Company’s coding system. 

Reimbursement 
Sale 
Transfer - In 

4 
5 
6 
7 

Transfer - Out 
Acquisition 
Adjustment 
Final retirement of life span property 

(see NARUC Manual, Chapter 

8 
x> 

Balance at Studv Date 
L I 

I I Initial Balance of Installation 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 
provided in the format in which the depreciation study was performed and is self evident. 

The data is 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

114. If the depreciation study data provided in response to the preceding question is not the 
exact set of data used for the depreciation study submitted in this case, explain all 
differences and reconcile the amounts provided to those used in the case. 

RESPONSE: 

See response to question 1 13. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

115. If not provided elsewhere, provide the cost of removal and gross salvage data used in the 
Depreciation Study net salvage calculation. If this data differs from that reflected on the 
Company’s books, please explain the differences and provide a reconciliation. Please 
provide this data in electronic (Excel or .txt) format. 

RESPONSE: 

See response to question 50 of the Comiission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

116. Please provide sample copies of the Continuing Property Records from which the plant 
data used in the study were drawn. Please provide a sample for each account in the study. 

RESPONSE: 

See attached. 

Sponsoring Witness: 

William Steven Seelye 







117. 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

Provide the following annual accumulated depreciation amounts for all plant accounts for 
the last 15 years (up to, and including, 2006). If the requested data is not available for the 
last 15 years, provide the data for as many years as are available. Please provide data in 
both hard copy and electronic format (Excel or .txt). 

a. 
b. Annual depreciation expense, 
C. Annual retirements, 
d. 
e. Annual third party reimbursements. 

Beginning and ending reserve balances, 

Annual cost of removal and gross salvage, 

RESPONSE: 

We do not prepare a rollforward of Accumulated Depreciation by Account. 
rollforward of Depreciation Reserve as prepared for the test year and previous two years. 

Attached is 

Year 2003 and prior are on file with the Commission. See Case 2004-00067. 

Sponsoring Witness: 

John B. Brown 



Delta Natural Gas Company 
Year Ended 12/31/06 

ITEM 117 

Delta Natural Gas 
A/C 1.184 03 - JE 92 
A/C 1 184 08 - JE92 
Depreciation Expense 

Salvage 
Cost of Removal 
Transfers to COR Depr 
Transfers to Salvage Depr 

Total AIC 1.108 01 Depr Plant 

Salvage Depreciation 
A/C 110883 
A/C 1 10890 
A/C 110891 
A/C 1.108 92 
A/C 1 108 94 
A/C 1 10896 
A/C 1 108 97 
A/C 1 10898 
A/C 1 108993 

DELTA DEPRECIATION RESERVE 
Balance Salvage Cost of Balance 

12/31/2006 Removal 12/3 112005 Additions Retirement VaJe 

242,400 
38,400 

4,245,384 

(107,509) 

196,938 
121,306 

(1 2 1,306) 
221,221 (196,938) 

6 1 ,8 16,920 4,639,896 1,782,028-- 0 0 64,674,788 ~- 

(55,832) 
(98 1,783) 
(25,534) 

(93 1,864) 
(25,805) 

( 1,086,820) 
( 1  5,158) 

(34,098) 
(4,553) 

(5,935) 

(51) 

(1,135) 

(72.190) 

(105,825) 

(25,629) 
(1,232) 

(6,570) 
(53) 

2,500 
150 

174,046 

1 1,780 

8,462 

(61,767) 

(25,435) 
(863,643) 
(26,940) 

1,100,669) 
(16,390) 
(4,606) 

(32,146) 

i ,a5 I ,473) 

A/C 1 108.9931 (2,66 1) - (2,66 1) 
Total A/C 1 108 Salvage Depr -.. (3,16 1,447) (221,22 1) 0 196,938 0 (3,185,730) 

A/C 1 108 to Balance Sheet Assets 58,655.473 4.418.675 1.782.028 196.938 6 1.489.058 

(545,904) -- A/C 1 115 Amort Acq Tranex (487,104) (58,800) 

A/C 1 115 01 Amort Acq Mt Olivet 285,545 46,800 332,345 

Total Delta Prov for Depreciation 58,453,914 4,406,675 1,782,028 196,938 61,275,499 

Cost of Removal Depreciation (Not included in 1 108 Assets Total Above - included in Reg Liabilities on Balance Sheet) 
N C  1 108 69 63,336 7,273 70,609 
A/C 1 108 78 (8.1 12) 3,73 1 (433 1) 
A/C 1 10879 18,90 1 1,269 20,170 
A/C 1 10880 388,677 5 1,884 84,656 355,905 
AIC 1 10882 340,286 40,037 36,282 344,041 
A/C 1 10885 42,587 3,315 368 45,534 

Total 1.108 Cost of Removal Depr 845,675 107,509 12 1,306 83 1,878 -.__I_____ 

Page 1 of 1 



Delta Natural Gas Company 
Year Ended 12/31/05 

ITEM 117 

DELTA DEPRECIATION RESERVE 
Balance Beg Bal Salvage cost of Balance 

12/3 1/2004 Additions Retirement Transfers Value Removal 12/31/2005 

Delta Natural- 
AIC 1 184 03 - JE 92 225,000 
AIC 1.184.08 - JE 92 37,200 
Depreciation Expense 3,997,036 
Salvage 85,530 
Cost of Removal 74,5 13 
Transfers to COR Depr (1 03,301) (74,5 13) 

~ 

(85,408) Transfers to Salvage Depr 209,293 __ 
Total N C  1.108.01 Depr Plant -- 58,428,370 4,365,228 976,800 ~ 

6 1,8 16,920 
Salvage Depreciation 
AIC 1 108.83 (50,792) (5,691) 651 (55,832) 
AIC 1 108 90 (909,779) (72,004) (98 1,783) 
AIC 1 10891 (25,499) (335) 300 (25,534) 
AIC 1 108.92 (915,817) (97,760) 81,713 (931,864) 
AIC 1.108.94 (25,024) (781) (25,805) 
AIC 1 108.96 (1,062,860) (24,734) 774 (1,086,820) 
AIC 1.108.97 (1 5,930) (1 ,I 98) 1,970 (1 5,158) 

(34,098) 
(3,16 1,447) 

122 

AIC 1.108.98 (430 1) (52) (4,55 3) 
AIC 1 108.993 (27,360) (6,738) 

Total N C  1 . I  08 Salvage Depr (3,037,562) (209,293) 85,408 

Cost of Removal Depreciation (Not included in 1.108 AssetsTotal Below - included in Reg Liabilities on Balance Sheet) 
AIC 1 108.69 

'C 1 10878 
C 1 10879 

AIC 1 108 80 
AIC 1 108 82 

56,814 6,522 
30,719 3,692 
17,640 1,26 1 

361,43 1 49,639 
310,921 38,962 

39.362 3.225 

63,336 
42,523 (8,112) 

18,901 
22,393 388,677 

9,597 340,286 
42.587 

I -  - .-- Total I 108 Cost of Removal Depr 816,887 103,301 74,513 845,675 
55,390,808 4,155,935 976,800 85,530 58,655,473 AIC I .  108 to Balance Sheet Assets --- 

(428,304) (58,800) (487,104) 

285,545 AIC 1.115 01 Amort Acq Mt. Qlivet 238,745 46,800 

Total Delta Prov for Depreciation 55,201,249 4,143,935 976,800 85,530 58,453,914 

AIC 1 1 15 Amort Acq Tranex - 

-. 

Page 1 of 1 



Delta Natural Gas Company 
Year Ended 12/31/04 

ITEM 11 7 

Delta Natural Gas 
A/C 1 184 03 - JE92 
AIC 1 184 08 - JE92 
Depreciation Expense 
Salvage 
Cost of Removal 

Total All AIC 1 108 Depr Plant 
Less Cast of Removal Depr 
A/C 1 108 69 
AIC 1 10878 
AIC 1 108 79 
AIC 1 108 80 
A/C 1 10882 
AIC 1 10885 

Total 1 108 Cost of Removal Depr 
AIC 1 108 to Balance Sheet Assets 

DEPRECIATION RESERVE 
Balance Salvage Cost of Balance 

12I3112003 Additions Retirement Transfers Value Removal 12/31/2004 

392,200 

4,358,059 
145,400 

83,666 
42,353 

53,l 15,180 4,895,659 1,844,457 83,666 42,353 56,207,695 

56,8 14 56,814 
30,719 30,7 19 
I 7,640 17,640 

366,525 5,094 361,431 
3 13,104 2,183 3 10,92 1 

39,362 39,362 
824,164 7,277 816,887 

53,115,180 4,071,495 1,844,457 83,666 35,076 55,390,808 

(428,304) AIC 1 11 5 Amort Acq Tranex (369,504) (58,800) 

A/C 1 I 15 01 Amort Acq Mt Olivet 191,945 46,800 238,745 

~. 

TOTAL 52,937,621 4,059,495 1,844,457 83,666 35,076 55,201,249 

Page 1 of 1 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL =QUEST FOR INFOFUMATION 
DATED 6/07/07 

11 8. Please provide a comparison of the annual cost of removal and gross salvage amounts 
shown on Delta’s federal tax returns with the corresponding book amounts, for the last 5 
years. Provide the annual deferred tax expense associated with each of the differences. 
Also, provide the beginning and ending accumulated deferred tax balances and state 
whether they are rate base additions or rate base deductions. 

FGSPONSE: 

See attached schedules for a comparison of the annual cost of removal and gross salvage amounts 
shown on Delta’s federal tax returns with the corresponding book amounts for the last 5 years. 

Please refer to response 62 of this request related to the deferred tax requests. 

Sponsoring Witness: 

Matthew D. Wesolosky 



W t a  Natural Gas Company, Inc. 

For balendar Years 2002 through 2006 
al and Salvage Costs 

2002 2003 2004 2005 2006 - 

Removal Costs 17,227 20,017 42,353 74,513 121,306 

196,938 - Salvage Costs 175,646 184,776 83,666 85,530 

Total 192,873 204,793 126,019 160,043 31 8,244 

For book purposes, removal and salvage costs are balance sheet adjustments to accumulated book depreciation. 

For tax purposes, removal and salvage costs are deducted from taxable income in the year the cost is incurred. 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

119. Provide a summary of annual maintenance expense by USOA account (for all accounts) 
for the last 10 years. If the requested data is not available for the last 10 years, provide 
the data for as many years as are available. Please provide data in both hard copy and 
electronic format. 

RESPONSE: 

Hard copy is attached. 

Sponsoring Witness: 

John B. Brown 
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DELJTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

120. Explain what consideration, if any, was given to anriual maintenance expense data in Mr. 
Seelye’s estimation of service lives, dispersion patterns and net salvage. 

RESPONSE: 

Mr. Seelye did not analyze O&M expenses as part of the depreciation study; however, the effect 
of maintenance would have been reflected in the plant data analyzed in the study. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

121. If not provided elsewhere, provide the calculation of the rates proposed in the 
Depreciation Study (Appendix B) in electronic, format (Excel) with all formulae intact. 

RESPONSE: 

See response to question 50 of the Conmission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL,’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

122. Please provide the proposed depreciation rates, split into three separate components: 
capital recovery, gross salvage and cost of removal. 

RESPONSE: 

The requested information was provided in Appendix B of the report. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

123. Please provide a calculation of the theoretical reserves reflecting both Mr. Seelye’s 
proposed procedures and the existing procedures. Provide these calculations in electronic 
forrnat (Excel) with all formulae intact and include all supporting calculations and 
workpapers. 

RESPONSE: 

See response to question 50 of the Comrriission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven SeeIye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

124. Does the Company maintain its book reserve by plant account? If not, explain why not. 

RESPONSE: 

Yes. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, TNC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

125. If the Company does not maintain its book reserve by plant account, provide the 
calculation of the book reserve shown in the depreciation study. 

RESPONSE: 

See response to Item 124. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

126. Was reciprocal, harmonic, or EL,G weighting used in any of the depreciation rate 
calculations? If yes, please provide all calculations using direct weighting. Also, provide 
this in hardcopy and electronic format (Excel). 

RESPONSE: 

The methodology used is described in the depreciation report. Also, see response to question 50 
of the Conmission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

127. If applicable, calculate all depreciation rates using the same weighting procedure used in 
the current depreciation rates, Le., the same procedure used the last time depreciation 
rates were calculated. 

RESPONSE: 

The requested information is not available. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

128. If not provided elsewhere, please provide all remaining life calculations resulting from 
the depreciation study in electronic format (Excel) with all formulae intact. 

FESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

129. If not provided elsewhere, provide electronic (Excel) versions of the net salvage studies 
prepared during the course of the depreciation study, with all formulae intact. 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

130. If not provided elsewhere, please provide all workpapers supporting terminal net salvage 
(decommissioning) estimates for each account for which terrninal net salvage is a factor. 
Include any decommissioning studies relied upon, and explain how the results of those 
studies were incorporated into the net salvage estimate proposed by Mr. Seelye. Please 
include all calculations in electronic format (Excel), with all formulae intact. 

RESPONSE: 

See response to question 50 of the Conimission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

131.  Do Mr. Seelye’s net salvage recommendations, including any terminal net salvage 
estimates, incorporate inflation expected to be incurred in the future? If yes, please 
explain fully how this inflation is factored into each recornmendation, arid provide 
supporting calculations in electronic fonnat (Excel). If not, please provide support 
showing no future inflation was included. 

RESPONSE: 

No. See response to question 50 of the Conirnission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

132. If Mr. Seelye’s net salvage recommendations include inflation expected to be incurred in 
the future, please provide the net present value of Mr. Seelye’s net salvage 
recommendations. 

RESPONSE: 

See response to question 13 1. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

133. Does Mr. Seelye agree that including inflation expected to be incurred in the future in net 
salvage estimates results in charging today’s ratepayers for tomorrow’s inflation? Please 
explain why or why not. 

RESPONSE: 

Mr. Seelye did not explicitly include inflation. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATIJRAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

134. Does Mr. Seelye believe that including fiiture inflation in net salvage estimates falls 
under the “known and measurable” standard usually followed in rate cases? Please 
explain why or why not. 

WSPONSE: 

Mr. Seelye did not explicitly include inflation. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

135. On an account-by-account basis, for each of the five years ending 2006, explain whether 
the gross salvage and cost of removal incurred was normal or abnomial and why. 

RESPONSE: 

The requested analysis has not been prepared. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

136. Explain, and provide examples of, the Company’s retirement unit cost procedures for 
each account. Identify all changes to retirement unit costs which have occurred over the 
years. 

RESPONSE: 

See Narrative PCS 8.3 Disposing of Fixed Assets (Exhibit A) attached for explanation of Delta’s 
Retirement cost procedures. 

Retirement Unit Cost Procedures By Account: 

Mass Propertv- Accounts 332,353,367,376,380,381,382, and 383 

Mass property items such as mains, services, meter installation, meters and regulators are retired 
at their average unit cost on a first in - first out basis. 

See Exhibit B attached for an example of a Mass Property Retirement. 

Specific Property - All Other Accounts 

Specific property items such as regulator and compressor stations, structures, tools, 
transportation equipment, office and computer equipment are identified and retired at their actual 
cost. 

See Exhibit C attached for an example of a Specific Property Retirement. 

Sponsoring Witness: 

John €3. Brown 



EXHIBIT A PAGE 1 OF 5 

Delta Natural Gas, Inc 
PCS 8.0 Fixed Assets 

PCS 8.3 Disposing of Fixed Assets Narrative 

ITEM 136 

DESCRIPTION OF PROCESS: 
Delta Natural Gas, Inc. maintains Fixed Assets Records by retiring fixed assets when 
they are no longer in service or needed by the company. 

MAJOR SOURCES OF INPUT 
Delta Natural Gas, Inc. utilizes Work Order and Fixed Asset software systems to 
manage fixed assets. Each asset is assigned an asset number on the system. The 
asset number is used to identify the disposal and process on system. The 
AccountingRinancial Analyst receives information from many various reports 
throughout the month in regards to fixed asset disposals. 

KlXY OUTPUT FILES, REPORTS AND RFCORDS 
The Work Order and Fixed Asset system provides several retirement reports that 
include asset transaction batch firom Work Order System and asset retirements, 
depreciation retirements, asset transfers, depreciation transfers, salvage and 
depreciation gaidloss. 

DOCUMENTED BY: Kathy Estes 
REVIEWED BY: John Hall 

DATE: April 26,2006 

NARRATIVE: 

Determining Assets That Need to be Disposed 

The Accounting/Financial Analyst receives reports throughout the month from various 
sources regarding disposals of assets. The majority of asset disposals are reported on 
Form 401, Specific Work Order Completion Report, and Fonn 402, Blanket Work Order 
Completion Report, as outlined in practice AAS-1 and AAS-3. Property units retired are 
listed on these reports by branch or constniction personnel along with other information 
vital in identifying correct asset to retire. To insure that all Blanket Work Order 
Completion Report disposals are received by the Accounting/Finaiicial Analyst for the 
month, Form 405, a monthly Summary of Blanket Work Order Completion Reports, is 
prepared by each reporting office as outlined in practice AAS-4. By use of company 
correspondence, the Administrative Coordiiiator infonns the Accountirig/Financial 
Analyst of transportation equipment, power operated equipment, tools, and office 
furniture disposals, sales or transfers. Another source of disposals is checking Fixed 
Asset Clearing account 1.106.01 for items sold on the Miscellaneous Accounts 
Receivable System or traded-in on new items on the Accounts Payable System. 

The Acounting/Financial Analyst also discovers asset disposals from physical inventories 
of specific property performed airnually by each branch office, construction crews and 

Della Natural Gas Company, lnc 
Proprietary and Confidential -Not for disclosure outside of the Company 

-1- 



Delta Natural Gas, Inc 
PCS 8.0 Fixed Assets 

PCS 8.3 Disposing of Fixed Assets Narrative 

various departments and areas in the company in which changes are more likely to occur. 
The Accounting/Financial Analyst prepares a listing of assets for a branch office, 
department, crew or area for review. Any changes, transfers or disposals are noted on the 
list arid signed by the supervisor in charge and returned to the Accounting/Financial 
Analyst for entry into the system. The Accounting/Financial Analyst notes all physical 
review of assets on an excel spreadsheet kept by fiscal year to insure branch offices, 
construction crews and selected departments and areas are reviewed once a year. The 
Accounting/Financial Analyst also notes on the Spreadsheet all other departments and 
areas periodically reviewed but not required annually. 

Occasionally memo or email is received from an employee regarding a disposal not 
covered by any of the above. These usually consist of general plant items such as small 
tools, radio equipment, computer hardware and office furniture and equipment that are no 
longer used, scrapped or stolen. Most of these items, due to their age, tend to be fiilly 
depreciated when reported. 

With the information received, the Accounting/Financial Analyst identifies the correct 
asset to retire on the Fixed Asset System. Information provided from reports received 
such as account, description of unit, system, tax district, serial number, age, unit or CPR 
tag number and/or asset number are all used to help locate the item. If additional 
information is needed in order to identify the disposed asset on the system, the 
Accounting/Financial Analyst contacts the applicable employee for more information. 

Accounting for Asset Retirement Obligations 

An Asset Retirement Obligation reserve has been established for Assets qualifying as 
ARO’s per SFAS 143. On a quarterly basis as a part of the closing process, the controller 
asks the officer group if there have been any potential new ARO’s incurred. Annually, 
Delta hires our outside legal counsel to review management’s conclusions with respect to 
potential ARO’s. Monthly, the Manager-Transmission is required to disclose, in writing, 
the retirement of any of Delta’s ARO’s (specifically, well plugging and storage talks). 

Determining Salvage Value for Assets to be Disposed 

All money received for assets sold or traded-in for new assets are accounted for in the 
Fixed Asset Clearing Account 1.106.01. Salvage for items sold come from the Account 
Receivable System. Salvage for disposed items traded for new items (such as cars, 
trucks, power-operated equipment) are processed from Accounts Payable and reflected 
on the purchase order and/or invoice. For entry on the Fixed Asset System, the salvage 
value for the asset disposed is the cash received or the trade-in value noted on the 

Delta Natural Gas Company, Inc 
Proprietary and Confidential -Not for disclosure outside of the Company 
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Delta Natural Gas, Inc 
PCS 8.0 Fixed Assets 

PCS 8.3 Disposing of Fixed Assets Narrative 

invoice. Clearing the fixed asset clearing account 1.106.0 1 each month insures that 
salvage is entered on the fixed asset system and processed correctly. 

Update Fixed Asset System for Disposals 

Mass property items such as mains, services and meter installations are retired at their 
average unit cost on a first in-first out basis. When a completion report for a work order 
is received, any retirements listed are identified and entered on the Fixed Assets 
Retirement screen of the work order in the Work Order System. When the work order is 
closed to plant, a transaction batch will automatically process to Fixed Assets for review 
and posting. Transaction batches are created in the Fixed Assets System by the 
Accounting/Financial Analyst for all other retirements. Based on the asset number 
entered, the software system calculates the entry amount for all disposals and 
depreciation retirements, asset transfers, depreciation transfers and gaidloss. Work 
Orders are closed to plant in the month they are completed unless noted otherwise due to 
billing, etc. Therefore, all retirements, salvage, cost of removal and transfers received are 
posted to Fixed Assets System in a timely manner. 

For all disposals entered on the Work Order and Fixed Asset System, a transaction edit 
report is produced. These reports are reviewed by the Accounting/Financial Analyst and 
checked for correctness before posting the entry to the system each month. Once all 
entries are posted for Work Order and Fixed Assets, month end reports are printed. 
Disposal reports including Asset Retirements, Depreciation Retirements, Asset Transfers, 
Depreciation Transfers, Cost of Removal, Salvage and GaidLoss are all saved and sent 
to Spoolview, an archive software program, for ftitlture reference. Posted transaction 
reports are retained in a binder with their applicable backup for future review. Fixed 
Asset clearing account 1.106.01 is checked to make sure it has a balance of zero at month 
end. This insures that all retirements from Work Order System, Fixed Asset System, 
Accounts Payable and Miscellaneous Account Receivable were processed. An audit is 
also performed to make sure the Fixed Asset System and Work Order System agree with 
the general ledger. Any discrepancies are investigated and corrected by the 
Accounting/Financial Analyst. 

Recomize Gain or Loss on Disposal 

Based on the accuniulated depreciation of the asset to be disposed and any salvage 
received, the Fixed Asset System recognizes and calculates the depreciation gairdloss 
entry for the asset. Salvage entries are posted on the Fixed Asset system before 
retirements in order for entries to be correct. Prior to posting a disposed asset on the 
system, a transaction report with gairdloss information is available for review. 

Delta Natural Gas Company, inc 
Proprietary and Confidential -Not for disclosure outside of the Company 



Delta Natural Gas, Xnc 
PCS 8.0 Fixed Assets 

PCS 8.3 Disposing of Fixed Assets Narrative 

Disposals for Enpro, Inc. 

Enpro fixed assets are not part of the Fixed Asset Software System. Assets disposed are 
identified and an amount is calculated by the Accounting/Financial Analyst for the asset 
and applicable depreciation. A special journal entry on the general ledger is used to 
enter and post disposals from Enpro. 

Risk Identified 

Fixed Asset disposals and transfers are not properly approved, not recorded 
accurately, and/or not recorded in the proper period. 

Gain and Loss on asset disposals and retirements are not calculated accurately. 

the disposal of fixed assets. 

Controls Identified 

Retirements are reported by branch persoruiel and/or construction crews and 
approved on Work Order Completion Reports, Form 401 and 402. Practice 
AAS-1 and AAS-3 

To insure all Form 402 Blaizltet Work Order Completion Report retirements are 
received, a monthly summary of Blanket Work Order Completion Reports, Form 
405, is completed by Branch Personnel and Construction crews. Practice AA5-4 

Fixed Asset Clearing Account is reviewed each month by the 
Accounting/Finaricial Analyst for disposals from transactions in the Accounts 

Delta Natural Gas Company, Inc 
Proprietary and Confidential -Not for disclosure outside of the Company 
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Delta Natural Gas, Inc 
PCS 8.0 Fixed Assets 

PCS 8.3 Disposing of Fixed Assets Narrative 

Payable and Miscellaneous Accounts Receivable Systems. The 
Accounting/Financial Analyst processes salvage and retirements from these 
disposals each month. 

The Financial/Analyst initiates annual physical inventories of specific property 
for each branch office, construction crews and selected departments and areas. 
Other areas and departments are also periodically reviewed. 

CPR Tags on equipment and tools insure correct item is being retired. 
Practice AA6-8 

Administrative Coordinator assigns unit numbers to Transportation Equipment 
and Power Operated Equipment when purchased. Unit number stays with asset 
number in system and used to verify item when disposed. 

Completed work orders (including disposals from work orders) are closed to plant 
in the month they are completed unless noted otherwise due to billing, etc. 
Therefore, all retirements received by the Accounting/Financial Analyst are 
processed in a timely manner. 

Fixed Asset System calculates entry for disposals including asset retirement, 
depreciation retirement, asset transfers, depreciation transfers, cost of removals 
and gaidloss thus eliminating human error. 

Asset disposed is identified in Fixed Asset System by matching the plant account, 
system, tax district, description, serial number, unit number, CPR Tag number 
and/or asset number. 

Month End Reports and Controls are processed and reviewed. Work Order and 
Fixed Asset Systems will not close if a retirement batch is not posted. Fixed 
Asset Clearing Account 1.106.0 1 must have a balance of zero and Work Order 
and Fixed Asset Systems must agree with the general ledger. 

Mass property items such as mains, service and meter installations are retired at 
their average unit cost as indicated on Fixed Asset System on a first in - first out 
basis. Practice AA6-4 

Salvage entries are posted by the Accounting/Financial Analyst before any 
retirement entries. This provides for correct accounting of depreciation retirement 
and gaiidloss entries. 

Delta Natural Gas Company, Inc 
Proprietary and Confidential -Not for disclosure outside of the Company 
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EXHIBIT-B. PAGE 1 OF 3 ITEM 136 

Whife/Engineering/L OS 
Yellow/Cons truciion/NR 
PinWAccounfingIPending I Goldenrod/Sysfem/3 Years 

DELTA NATURAL GAS COMPANY, INC. 
Completion- Report- Blan ke t Work Order 

Form 402 
Rev. 01/06 

Work Qider Number z' 2 0 b 
5300Q 

Record Number 

INSTALLED BY: 
Id Coinpany 

cc] Contractor 

cc] Branch Personnel 

TEST INFORMATION: 
Pressure Time check one 

Service . PSlG Hrs. 0 
Min. 0 

'> Main 1: '(-1 PSlG . -I , Hrs. 
(test chart attached) 

INSTALL ED 
CATHODIC PROTECTION 

Yes No 
c c ] @  

P/S Reading :. 
7 - !  /-- 

Installed/lnspected By: 1 1, /UT..; -,<A Date Located on Map Sheets: I -1 IF' ' t C, 
Mapped By: Date i 

PROPERTY INSTALLED I OTY: 

I Premise No. . 
Service 

Service 
Connection 1 

Address I 
17 New 0 EFV Installed 

17 ReDlaCement 0 EFV Not Rewired 
/ice Line 

I Inventory Item Usage 

1.D. Number 

Each 

Feet 

Feet 

Feet 

SIZE KIND 

--'. . 
KIND 

Ma in Re tired 

separate sheet if needed) 

rate sheet if needed) 

. -c;ervice record number if available) 

I 

I 



ITEM 136 
Page: 1 

FA00056C/FA00056 

EXHIBIT B PAGE 2 OF 3 
2 / 1 9 / 2 0 0 6  17 11 54 

,,?"/l Asset i t  1 - 7 6 - 0 0 0 2  (C) / 
Ref i t  WOCL Tran Typ 

Vintage 1 9 6 9  ,/ Group I D  
I 

wo i t  

GL i t  

- .  
'.. 

2 

3 

4 

5 

9 0 0 0 1  

9 0 0 0 2  

Asset i t  

Ref ft 

Vintage 

wo i t  

GL ft 

Asset It 
Ref i t  

Vintage 

wo 1! 
GL if 

Asset i t  

Ref f f  

Vintage 

wo 11 

GL 11 

Asset i f  

Ref tt 

Vintage 

wo 11 

GL 11 

Asset It 
Ref f f  

Vintage 

wo 11 

GL il 

-. 
Asset f t  

Ref 11 

Vintage 

wo I I  

GL !I 

. _. 

5 3 0 0 6  - 
1 1 0 6  0 1 0 0  

1 3 7 6  0 0 0 0  

1 - 7 6 - 0 0 1 2  IC/ 

WOCL Tran Typ 

1 9 5 6  / Group I D  

53006 - 
1 1 0 6  0 1 0 0  

1 3 7 6  0 0 0 0  

1 - 7 6 - 0 0 1 2  ( C )  {/ 

WOCL Tran Typ 

1 9 7 9 1 /  Group I D  

53006 - 
1 1 0 6  0 1 0 0  

1 3 7 6  0 0 0 0  

1 - 7 6 - 0 0 1 3  (C) 

WOCL Tran Typ 

I g 7 O  J Group ID 
5 3 0 0 6  - 

1 1 0 6  0 1 0 0  

1 3 7 6  0 0 0 0  

1-76-0002 IC) 

5 3 0 0 6  - 

1 1 0 6  0 1 0 0  

1 3 7 6  0 0 0 0  

1 - 7 6 - 0 0 0 2  (C) 

WOCL Depr Typ 

1 9 6 9  Group ID 

5 3 0 0 6  - 

1 1 0 8  0 1 0 0  

1 1 0 6  0 1 0 0  

1 - 7 6 - 0 0 1 2  (C) 

WOCL Depr Typ 

1 9 5 6  Group ID 

5 3 0 0 6  - 

1 1 0 8  0 1 0 0  

1 1 0 6  0 1 0 0  

RET 

2 0  - ,--Tax ID 6 0  

DISTRIBUTION MAIN REPLACEMENTS 

FIXED ASSET CLEARTNG 

DISTRIBUTION MAINS 

DISTR MAIN PIPE, 2 "  STEEL 

RET 

3 0  

DISTRIBUTION MAIN REPLACEMENTS 

FIXED ASSET CLEARING 

DISTRIBUTION MAINS 

7 2  /-- 
---Tax ID 

DISTR MAIN PIPE, 2" STEEL 

RET 

9 0  ~. Tax I D  174 --/ 

DISTRIBUTION MAIN REPLACEMENTS 

FIXED ASSET CLEARING 

DISTRIBUTION MAINS 

DISTR MAIN PIPE, 3 "  STEEL 

RET 

1 1 0  L..,e-""T~ ID 140 c*lc-- 

DISTRIBUTION MAIN REPLACEMENTS 

FIXED ASSET CLEARING 

DISTRIBUTION MAINS 

DISTR MAIN PIPE, 2 M  PLASTIC 

DISTRIBUTION MAIN REPLACEMENTS 

FIXED ASSET CLEARING 

DISTRIBUTION MAINS 

DISTR MAIN PIPE, 2 "  PLASTIC 

RET 

2 0  Tax ID 6 0  

DISTRIBUTION MAIN REPLACEMENTS 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 
L _ _ _  - "*.. 

DISTR MAIN PIPE, 2" STEEL 

RET 

3 0  Tax ID 72 

DISTRIBUTION MAIN REPLACEMENTS 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

2 8 4  

2 8 4 -  

L- 

1 5 4 -  154 l /  

1 2 7  

1 2 7 -  
w--- 

1 0 0 -  l oo  / 

8 3  

8 3 -  ,I 

2 8 4  

284 

1 5 4  

1 5 4  - 

7 4 . 1 2  
I 

14.12CR / 

- ... . _ _  _--- 
I...- 

44 6 6  

44.66CR 

l/ 

1 7 8  

1 78CR 

J 

74 1 0  

14 l0CR 

L/"+ 

74 12 

7 4  12CR 

44 66 

44 66CR 



. . .. .. . . ... ... . .- . . ._ . . . .. . . . . .. - - . . . . -. . .. --: ... .. . .. . -  - .. 

EXHIBIT B 
12/19/2006 17:11:54 

STES 

PAGE 3 OF 3 ITEM 136 Page : 2 

DELTA NATURAL GAS CO , INC AND SUBSIDIARIES 

Journal Entry Verification For Batch: 200611376R 

Batch Ref: WOCL Batch Desc: DISTR MAINS RETIRED 53006 

Batch Date: 11/30/2006 Entered by: KESTES 

90003 

90004 

90005 

Asset it 

Ref it 

Vintage 

wo It 
GL It 

Asset I t  
Ref I t  
Vintage 

wo It 
GL It 

Asset it 

Ref i t  

Vintage 

wo It 

GL I t  

1-76-0012 (C) 

WOCL Depr T y p  

1979 Group ID 

53006 - 
1 108 0100 

1 106 0100 

1-76-0013 (C) 

WOCL Depr T y p  

1970 Group ID 

53006 - 
1.108 0100 

1.106.0100 

1-76-0002 (C) 

WOCL Depr T y p  

1971 Group ID 

53006 - 
1 108 0100 

1 106 0100 

* *  Batch is in balance * *  

DISTR MAIN PIPE, 2" STEEL 

RET 

90 T a x  ID 174 

DISTRIBUTION MAIN REPLACEMENTS 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

DISTR MAIN PIPE, 3" STEEL 

RET 

110 T a x  ID 140 

DISTRIBUTION MAIN REPLACEMENTS 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

DISTR MAIN PIPE, 2" PLASTIC 

RET 

120 T a x  ID 180 

DISTRIBUTION MAIN REPLACEMENTS 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

127 

127- 

100 

100- 

83 

83- 

1 78 

1 78CR 

74.10 

74 I l0CR 

71" 88 

71 88CR 

Total Asset Retirements 

Total Depreciation Retirements 

266 54CR 

266 54 



. %  . b  
EXHIBIT C PAGE i OF 2 <, v ITEM 136 

CENTRAL BUSINESS SYSTEMS 
P.O. Box 4450 
Lexington, KY 40544-4450 

www.cbsmailsolutions.com 
Ph: (502) 238-3196 Fx: (502) 238-3401 

INVOICE 9254 

Date of Invoice d44 I 3 October 6,2006 
Delta Natural Gas Co. 
3617 Lexington Road 
Winchester, KY 40391 

Ph# 859- 744-61 71 Net 

P O.# 06-0242 

_/ --- 
Hasler WJ1.50 (,Kvl& #J1660215 
Hasler IWP30 Scale---- ##420606008222 
Hasler Ad Die "DELTA" 

$ 6,750.00 / 

Please Remit To: 
P.O. Box 4450 
Lexington, KY 40544450  

I 
i 

I 

http://www.cbsmailsolutions.com


1 

90001 

90002 

Asset it 

Ref it 
Vintage 

GL 11 

Asset il 

Ref # 

Vintage 

GL It 

Asset fl 

Ref $1 

Vintage 

GL ft 

1-99-4034 (A) 

OCTAP Tran Typ 

1999 Group ID 

1 106 0100 

1 399 0310 

1-99-4034 (A) 

OCTAP Depr Typ 

1999 Group ID 

1.108 0100 

1 106.0100 

1-99-4034 (A) 

OCTAP Depr Typ 

1999 Group ID 

1 108 0100 

1.106 0100 

** Batch is in balance ** 

PITNEY BOWES MAILING MACHINE 

RET 

300 Tax ID 300 

FIXED ASSET CLEARING 

COMPUTERIZED OFFICE EQUIPMENT 

PITNEY BOWES MAILING MACHINE 

RET 

300 Tax ID 300 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

PITNEY BOWES MAILING MACHINE 

GNLS 

300 T a x  ID 300 

PROV FOR DEPR PLANT IN SERVICE 

FIXED ASSET CLEARING 

Total Asset Retirements 

Total Depreciation Retirements 

Total Depreciation Gain or Loss 

1 

1- 

1 

1- 

1 

1- 

8,230 90 

8.230 90CR 

6,112 80 

6,112 80CR 

2,118 10 

2,118 lOCR 

8,230 90CR 

6,112 80 

2,118 10 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY G E N E W ’ S  INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

137. Were any retirements, classified as sales or reimbursements, excluded to the extent to 
which the salvage receipt represents recovery of original cost? If yes: 

Provide, by account, the annual retirements and the related salvage that has 
been excluded for the 10 years ending 2006. 
Provide the Cornmission Orders and Decisions approving the exclusion of 
these retirements. 
Demonstrate how the retirements were excluded from the life studies. 

a. 

b. 

C. 

RESPONSE: 

No. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

138. Explain the Company’s procedures for gross salvage and cost of removal. 

RESPONSE: 

SALVAGE 

When salvage is received for the sale of property, an invoice is rendered. The salvage amount is 
charged as a debit to Accounts Receivable and as a credit to 1.106.01 Fixed Asset Clearing. 
Next, an entry is made from the Fixed Asset System to record the salvage by debiting 1.106.01 
Fixed Asset Clearing and crediting 1.108.01 Provision for Depreciation. See example enclosed 
with this response of an actual salvage entry made for a truck sold. 

COST OF REMOVAL 

Cost of removal is cost incurred to remove property from service. Delta does not book or 
allocate cost of removal far replaced property. Delta utilizes work orders for removal projects. 
When the work order is completed, the work order is credited and a debit is made to 1.106.01 
Fixed Asset Clearing. Next, an entry to be made from the Fixed Asset System to record the cost 
of removal by debiting 1.108.0 1 Provision for Depreciation and crediting 1.106.01 Fixed Asset 
Clearing. 

Sponsoring Witness: 

Jolm B. Brown 



.-- 

DELTA NATURAL GAS CO , I N C .  AND S I J B S I D I A R I E S  

* *  O F F I C E  COPY * *  

ITEM 138 

I N V O I C E  DATE: 1 1 / 1 3 / 2 0 0 6  

I N V O I C E  NUMBER: M 1 1 5 9 4  

A / R  CUSTOMER 8: 13536 

PAGE : 1 

C I R C U I T  R I D E R  AUTO S A L E S  

M I K E  OR SANDY ALLMAN 

3555 NEW I R V I N E  ROAD 

WACO, KY 4 0 3 5 5  

1 9 9 4  GMC S I E R R A  TRUCK 

S / N  l G T E C 1 4 H 2 R Z 5 6 0 0 4 7  

DELTA U N I T  1 0 3 A  A S S E T  1 9 2 0 1 0 9  

1 1 , 4 1 0 . 0 0  1 , 4 1 0  0 0  1.106 0100 

TOTAL I N V O I C E  1 , 4 1 0 , O O  



'PAGE 2 OF 2 
2/13/2006 14:52:42 

ESTES 

ITEM 138 

1 Asset $1 1-92-0024 (A) 93 CHEV C1500 TRUCK 

Ref 11 NOVAR Tran Typ SALV 

Vintage 1993 Group ID 300 Tax ID 300 

CUS 11 0000440 

INV $1 M11592 

GL $1 1 106 0100 FIXED ASSET CLEARING 

POOL 

1 108.0100 PROV FOR DEPR PLANT IN SERVICE 

2 Asset $1 1-92-0109 (A) 94 GMC SIERRA TRUCK P?OL 

Ref 11 NOVAR Tran Typ SALV 

Vintage 1994 Group ID 20 Tax ID 62 

CUS $1 0013836 

m v  it ~11594 

GL 11 1 106 0100 FIXED ASSET CLEARING 

1.108 0100 PROV FOR DEPR PLANT IN SERVICE 

1 

1- 

1 

1- 

1,505.55 

1,505.55CR 

1,410.00 

1,410 OOCR 

3 Asset $1 1-92-0344 (A) 2002 CHEVROLET MALIBU JS 

Ref 11 NOVAR Tran Typ SALV 

Vintage 2002 Group ID 300 Tax ID 300 

CUS 11 0001680 

INV $1 M11640 

GL It 1 106 0100 FIXED ASSET CLEARING 

1 1 0 8  0100 PROV FOR DEPR PLANT IN SERVICE 

1 

1 

3,501 01 

3,501 OlCR 

* *  Batch is in balance * *  

Total Depreciation Salvage 6,416 56 





DELTA NATIJRAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

139. Explain how cost of removal relating to replacements is allocated between cost of 
removal and new additions. Provide copies of actual source documents showing this 
allocation. 

RESPONSE: 

Delta does not allocate the cost of replacement projects between cost of removal and the new 
additions. Most main and service lines retired are capped off and not physically removed from 
the ground. Delta has deemed that this cost is so small that it does not book cost of removal for 
these replacement projects. All costs are added to the new asset installed. 

Delta does utilize blanket work orders for the permanent retirement of services and meter 
installations. Specific work orders are used for the removal and retirement of specific assets such 
as regulator stations. All removal and retirement costs are charged to the job when permanently 
retired. These costs are booked as removal against the assets retired. 

Sponsoring Witness: 

John B. Brown 





DELTA NATZJRAL, GAS COMPANY, INC. 
CASE, NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

140. Does Delta agree that, in tlie case of a replacement, Delta lias control over how much of 
the cost of tlie replacement is assigned to tlie retirement as cost of removal, and how 
rnucli is capitalized to plant-in.-service? Please explain the answer fully. 

RESPONSE: 

See Response to Item 139. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

141. Please provide all manuals, guidelines, memoranda or other documentation that deals 
with the Company’s policies on the assignment of capital costs and net salvage with 
regard to the replacement of retired plant. Also, please provide a sample workorder for a 
replacement project, showing these cost assignments. 

RESPONSE: 

See response to Item 164. 

No guidelines exist since Delta does not salvage retired plant due to replacement projects. 

Sponsoring Witness: 

John B. Brown 

I 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL RlEQIJEST FOR INFORMATION 
DATED 6/07/07 

142. IdentifL and explain the Company’s expectations with respect to future removal 
requirements and markets for retired equipment and materials. Please provide the basis 
for these expectations. 

RESPONSE: 

It is anticipated that during the period between rate cases, removal requirements arid markets for 
retired equipment and materials will be similar to this depreciation study and the last depreciation 
study. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

143. Please provide the Company’s construction and capital budgets for the years 2007-201 1 
inclusive. Please identi@ all retirements, replacements, new additions and cost of 
removal reflected in these budgets. Please provide by account where available and 
explain how the cost estimates are derived for these items. 

RESPONSE: 

Budget information filed under seal with motion for confidential treatment. The budget 
information for fiscal 2009 - 2012 are not board approved budgets. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENEFUL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

144. Provide narrative explanations of the Company’s aging and pricing procedures. 

RESPONSE: 

Time and material used for retirements are charged to the appropriate project, which is then 
recorded in the appropriate account. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC, 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

145. Explain how the Company accounts for third party reimbursements and how they are 
reflected in the depreciation study. 

RESPONSE: 

Third party reimbursements are credited to construction work orders, which are then recorded in 
the appropriate account. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

146. If third-party reimbursements were excluded from the net salvage studies, was the related 
retirement also excluded from the life studies? 

RESPONSE: 

See response to question 145. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL mQUEST FOR INFORMATION 
DATED 6/07/07 

147. If not provided in the workpapers, please provide the ranking of best-fit life/curve 
combinations for each account. If the service life indications resulting from the analyses 
are not the best-fit life/curves, please explain how they were selected. 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

148. For any accounts where Mr. Seelye did not base his service life/curve selection on the 
results of his SPR analysis, explain why he did not. Also, explain in detail how those 
service life/curve combinations were selected. 

RESPONSE: 

See explanations provided in the report. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

149. Provide copies of any and all actuarial arid semi-actuarial studies prepared by the 
Company since the last depreciation study. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL MQUEST FOR INFORMATION 
DATED 6/07/07 

1 SO. Identify and explain all Company program which might affect plant lives. 

RESPONSE: 

There are no programs. 

Sponsoring Witness: 

Glenn R. Jenriings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

15 1. Provide all internal life extension studies prepared by the Company. Life extension refers 
to any program, maintenance or capital, designed to extend lives andor increase capacity 
of its existing plant-in-service. Identify the functions to which these studies relate. 

RESPONSE: 

There are no such studies. 

Sponsoring Witness: 

Glenn R. Jennings 





1.52. 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFOIIMATION 
DATED 6/07/07 

Provide the following information for all final retirements for the last 1.5 years. If 
requested data is not available for the last 15 years, provide the data for as many years as 
are available. 

a. Date of retirement 
b. Amount of retirement 
C. Account 
d. Reason for retirement 
e. Whether or not retirement was excluded from historical interim retirement 

rate studies. 

RESPONSE: 

Information not available in format requested. 

Sponsoring Witness: 

John €3. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

153. Was the life span methodology utilized in the prior study? If so, please provide a 
comparison, by account and location, of the probable retirement year forecasted in the 
prior study, with the probable retirement year forecasted in the Depreciation Study. 

RESPONSE: 

The same methodology was used in the prior study. The requested analysis has not been 
performed. 

Sponsoring Witness: 

William Steven Seelye 





DELTA N A T U W ,  GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL,’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

154. Please provide the specific calculation of each probable retirement year in the 
Depreciation Study. Also, please provide the installation date for each location. 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

155. Do the life span analyses include interim additions? If so, please provide a detailed 
explanation of how and why interim additions are included. 

RESPONSE: 

No. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, TNC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

156. Identify all circumstances unique to Kentucky which influence or have an impact on the 
life span estimates. 

RESPONSE: 

There are none. 

Sponsoring Witness : 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, IiEQTJEST FOR INFORMATION 
DATED 6/07/07 

157. For all accounts and locations for which Mr. Seelye is proposing the life span method, 
provide the following information to support Mr. Seelye’s final retirement dates. Please 
respond to each item. 

a. 
b. 
c. Forecasts. (NARUC, p. 146) 
d. 
e. 
f. 
g. 
h. 
i. 

j .  

Economic studies. (NARUC, p. 146) 
Retirement plans. (NARUC, p. 146) 

Studies of technological obsolescence. (NARUC, p. 146) 
Studies of adequacy of capacity. (NARUC, p. 146) 
Studies of competitive pressure. (NARUC, p. 146) 
Relationships of type of construction to remaining life span. 
Relationship of attained age to remaining life span. 
Relationship of observed features and conditions at the time of field visits 
to remaining life span. 
Relationship of specific plans of management to remaining life span. 

RESPONSE: 

The recommendations are based on the depreciation study contained in Seelye Exhibit 11. See 
also the responses to questions 48 and SO of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

158. If not provided in the response to the immediately proceeding question, please provide the 
source for the life spans selected by Mr. Seelye. 

RESPONSE: 

See response to question 157. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

159. Refer to the discussion of Account 305 in Seelye Exhibit 1 1. Why does the discussion 
refer to current rate of 2.20% (also shown on Appendix €3) and then propose future use of 
a different “existing” rate of 4.00%? Which rate is Mr. Seelye proposing for future 
balances? If he is proposing 4.00%, what is the source of that rate? 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

160. Refer to the discussion of Accounts 35 1 through 356 in Seelye Exhibit 11. What is the 
source of the 32 year remaining life chosen for these account? 

RESPONSE: 

The remaining life approved by the Commission in Delta’s last rate case. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

16 1, Refer to the discussion of Account 257 in Seelye Exhibit 11. What is the source of the 26 
year remaining life chosen for this account? 

RESPONSE: 

There is no discussion of Account 257 in Seelye Exhibit 1 1. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

162. Refer to the discussion of Account 392 in Seelye Exhibit 1 1. What is the source of the 2.5 
year remaining life chosen for this account? 

RESPONSE: 

Discussions with the company. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

163. Refer to the discussion of Accounts 399.2 and 399.3 in Seelye Exhibit 11. If not provide 
elsewhere, please provide all support for the “expected rate of obsolescence” relied upon 
in choosing the rates for these accounts. 

RESPONSE: 

The recomendations were based on discussions with the company. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL mQUEST FOR INFORMATION 
DATED 6/07/07 

164. Provide all manuals, guidelines, memoranda or other documentation that deals with the 
Company’s policies with regard to the physical removal of retired mains and, separately, 
services from the ground as opposed to capping these pipes and leaving them in place. 

RESPONSE: 

No manuals, guidelines or documentation is available since it is Delta’s policy to cut, purge and 
cap all retired main and services and leave the pipe in the ground. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

165. Explain the process by which the labor associated with Mains and Services replacement 
projects is split between the new asset and cost of removal. 

RESPONSE: 

See response to Item 139. 

Sponsoring Witness: 

Johri R. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE: NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

166. Provide a summary of the last 20 years of Mains and Services additions. Identify on a 
year-by-year basis the new additions vs. replacement additions. Explain any anticipated 
changes to these proportions. 

RESPONSE: 

See schedule attached. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

167. Provide a surnrnary of all Main and Service Replacement projects during 2005. 
Separately identi@ all major costs, including the removal of the existing Main and/or 
Service. 

RESPONSE: 

See attached. 

Sponsoring Witness: 

Jolm B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

168. Provide a narrative explanation of a typical Main and Service replacement project. 

RESPONSE: 

There is not a specific typical project. When the need to replace facilities is determined, the 
material needed is obtained and the project is scheduled for construction. Necessary engineering 
work is completed and the project construction takes place. This includes removing any facilities 
necessary. 

Sponsoring Witness: 

Glenn R. Jermings 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

169. Identify all Main and Service additions during 2005, and indicate whether they were 
replacements, new additions or other. Explain the “other” category. 

RESPONSE: 

See attached. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

170. Provide a sample work order showing the retirement of a gas main. 

RESPONSE: 

On file with the Commission. Refer to Case No. 2004-00067. 

Sponsoiiiig Witness: 

John B. Brown 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

171. Provide a copy of the Company’s most recent prior depreciation study arid tlie Order(s) 
establishing the present deprecation rates. 

RESPONSE: 

On file with the Cornmission. Refer to Case No. 2004-00067. 

Sponsoring Witness: 

John B. Brown 





172. 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

Please provide a calculation of the current depreciation rates in electronic format (Excel) 
with all formulae intact. Show all parameters used, and provide a source for those rates 
and underlying parameters. If the rates and parameters are not the same as approved in 
the most recent prior case, please explain why not. Also, if there are any differences in 
the account numbers used, please provide a reconciliation. 

RESPONSE: 

See response to question 50 of the Commission Staffs Second Data Request. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

173. Identify and explain all changes between the current study and the most recent prior 
study. 

RESPONSE: 

The requested analysis has not been performed. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

174. Please explain any changes in procedures, methods or techniques used to calculate the 
existing depreciation rates and those used to calculate the rates proposed in Mr. Seelye’s 
Depreciation Study. 

RESPONSE: 

There are no changes in procedures, methods or techniques from those used in the last study. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQIJEST FOR INFORMATION 
DATED 6/07/07 

175. Provide a table summarizing separately by account the depreciation expense changes 
caused by life changes, net salvage changes, and other changes. Provide additional 
explanations of the "other changes." 

RESPONSE: 

The requested analysis has not been performed. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

176. Please provide the current depreciation rates, split into three separate components: 
capital recovery, gross salvage and cost of removal. 

RESPONSE: 

See attached schedule. 

Sponsoring Witness: 

John B. Brown 
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Delta Natural Gas Company, Inc 
Plant Depreciation Rates 

ITEM 176 

Acct 
Number Description 

30 1 
302 

304 
305 
325 
327 
33 1 
332 
333 
334 

3500 1 
35002 
35005 
35006 
35 1 
352 
3520 1 
35202 
35203 
353 
354 
355 
356 
357 

3651 
3652 
3653 
366 
367 
368 
369 
37 1 

3 74 
375 
376 
378 
379 
380 
38 1 
382 
383 
385 

ORGANIZATION 
FRANCHISE & CONSENT 

PRODUCTION 
LAND & RIGHTS 
STRUCTURES & IMPROVEMENTS 
RIGHT OF WAYS 
COMP STAT STRUCTURES 
WELL EQUIPMENT - FULLY DEPR 
FIELD LINES 
COMPRESSOR STAT EQlJlPMENT 
MEAS & REG STATIONS 

STORAGE & PROCESSING 
STORAGE LAND 
STORAGE RIGHT OF WAY 
GAS RIGHTS WELL 
GAS RIGHTS STOR 
STRUCTURES & IMPROVEMENTS 
STORAGE WELLS 
STORAGE RIGHTS 
STORAGE RESERVOIRS 
NONRECOVERABLE NAT GAS 
STORAGE LINES 
STORAGE COMP STAT EQUIP 
STORAGE MEAS &REG EQUIP 
PURIFICATION EQUIPMENT 
STORAGE OTHER EQUIPMENT 

TRANSMISSION 
LAND & RIGHTS 
RIGHTS OF WAY 
LAND RIGHTS CVPL 
STRUCTURES & IMPROVMENTS 
TRANSMISSION MAINS 
COMPRESSOR STAT EQUIPMENT 
MEAS & REG STAT EQUIPMENT 
OTHER EQUIP 

DISTRIBUTION 
LAND & RIGHTS 
STRUCTURES & IMPROVMENTS 
DISTRIBUTION MAINS 
MEAS & REG STAT - GENERAL 
MEAS & REG STAT - CITY GATE 
SERVICES 
METERS 
METER & REG INSTALLATION 
HOUSE REG 
INDUSTRIAL METER SETS 

cos t  of 
Removal 

Depr Rate 

0.29% 

0.28% 
0.27% 
0.42% 

1.29% 

0.22% 

Capital 
Salvage Recovery 

Depr 
- Rate 

-0.20% 

Depr 
- Rate 

0 0% 
0 0% 

0 00% 
2 20% 
3 00% 
3 00% 
4 00% 
2 25% 
4 00% 
2 72% 

0.00% 
0 00% 
0.00% 
5.00% 
2 22% 
2.34% 
1.98% 
1.91% 
1"90% 
2.17% 
1.61% 
2.25% 
2 16% 
1.15% 

0.00% 
0.00% 
2.50% 
2.00% 
2.22% 
2.00% 
2.87% 
2.00% 

0.00% 
2.75% 
2.50% 
2.75% 
2.69% 
2.08% 
2.25% 
2.88% 
4.08% 
2.16% 

Total Depr 
- Rate 

0 00% 
0 00% 

0 00% 
2 20% 
3 00% 
3 00% 
4 00% 
2 25% 
4 00% 
2 72% 

0 00Yo 
0 00% 
0.00% 
5 00% 
2 22% 
2 34% 
198% 
191% 
190% 
2 17% 
161% 
2 25% 
2 16% 
1 15% 

0.00% 
0.00% 
2.50% 
2.00% 
2.22% 
2.00% 
3.16% 
2.00% 

0 00% 
2.75% 
2.50% 
3 03% 
2.96% 
2 50% 
2 25% 
4.17% 
3.88% 
2.38% 

Page 1 of 2 



Delta Natural Gas Company, Inc 
Plant Depreciation Rates 

Acct 
___- Number Description 

389 
390 
39 1 
392 
393 
394 
395 
396 
397 

399 1 
3992 
3993 

398 

GENERAL 
LAND & RIGHTS 
STRUCTURES & IMPROVEMENTS 
OFFICE FURN 8 EQUIP 
AUTOS &TRUCKS 
STORES EQUIPMENT 
TOOLS &WORK EQUIPMENT 
LABORATORY EQUIPMENT 
POWER OPERATED EQUIPMENT 
COMMUNICATION EQUIP 
MISCELLANEOUS EQUIPMENT 
OTHER TANG EQUIP 
COMPUTER SOFTWARE 
COMPLJTER HARDWARE 

c o s t  of 

Removal 
Depr Rate 

Salvage 
Depr 
w e  

-1 33% 
-0 12% 
-3 33% 

-0 26% 

-1 33% 
-0 35% 
-0 26% 

-1 05% 

Capital 
Recovery 

Depr 
- Rate 

0 00% 
3 33% 
2 35% 
1 1  10% 
5 oo./, 
5 26% 
7 36% 
3 33% 
6 91% 
5 26% 
10 00% 
20 OOYO 
21 05% 

ITEM 176 

Total Depr 
Rate 

0 00% 
2 00% 

7 77% 
5 00% 
5 00% 
7 36% 
2 00% 
6 56% 
5 OOYO 
10 00% 
20 00% 
20 00% 

2 23% 

Page 2 of 2 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

177. Provide the Company’s FERC Form 2 reports for the years 2002 - 2005. 

RESPONSE: 

Delta’s FERC form 2 reports for the years 2002 through 2005 are on file with the Public Service 
Commission. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPAhT, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S IMTIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

178. Reconcile the plant and reserve balances used to calculate the rates in the Depreciation 
Study with the plant balances shown in the Company’s FERC Forrn 2 report for 2006. 

RESPONSE: 

The requested analysis has not been performed and is therefore not available. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

179. Provide depreciation studies submitted to FERC during the last 10 years and all related 
correspondence including any approvals and disapprovals. 

RESPONSE: 

No depreciation studies have been submitted to FERC as Delta is not regulated by FERC. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, mQUEST FOR INFORMATION 
DATED 6/07/07 

180. Identify and provide the parameters, methods, procedures and techniques that underlie the 
depreciation rates the Company uses for FERC reporting and ratemaking versus those 
used for intrastate reporting and ratemaking. Also, provide a comparison of the actual 
calculation of the depreciation rates used for FERC ratemaking and reporting versus those 
used for intrastate ratemaking and reporting. 

RESPONSE: 

Not applicable as Delta is not regulated by FERC. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL mQUEST FOR INFORMATION 
DATED 6/07/07 

18 1. Provide a comparison by plant account of the annual FERC versus intrastate depreciation 
rates for the last 20 years. 

RESPONSE: 

Not applicable as Delta is not regulated by FERC. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

182. Provide copies of all correspondence between the Company and the FERC concerning 
any life extension plan or maintenance program, or any request to treat retirement units or 
minor items of property differently than as prescribed by the FERC USOA. 

RESPONSE: 

Not applicable as Delta is not regulated by FERC. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL =QUEST FOR INFORMATION 
DATED 6/07/07 

183. Provide any and all internal studies and correspondence concerning the Company’s 
implementation of FASB Statement No. 143 and FIN 47. 

RESPONSE: 

Backup for implementation of FASB 143 provided in 2004-00067. 

Documentation with major assumptions regarding FIN 47 prepared by Delta attached. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

184. Provide complete copies of all correspondence with the following parties regarding the 
Company’s implementation of FASB Statement No. 143 and FIN 47: 

a. 
b. Consultants 
C. External counsel 
d. 
e. Internal Revenue Service 

External auditors and other public accounting firms. 

Federal and State regulatory agencies 

RESPONSE: 

Backup for implementation of FASB 143 provided in 2004-00067. 

Regarding FIN 47: 

a. and b. Documentation provided in response to question 183. Deloitte reviewed our FIN 47 
calculations and entries in conjunction with the 6/30/07 10K. See Notes to Financial 
Statements and Report of Registered Public Accounting Firm. 

C. Correspondence between Delta and its external counsel is protected from disclosure by 
the attorney-client privilege. Delta receives a letter from its external counsel each year 
that addresses Delta’s legal obligations in connection with asset retirement obligations 
addressed in SFAS No. 143 and FIN 47. Deloitte reviews the letter during the annual 
audit. 

d. NIA 

e. N/A 

Sponsoring Witness: 

John B. Brown 





DF,L,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

185. Regarding FASR Statement No. 143 and FIN 47, on a plant account-byplant account 
basis, please identify any and all “legal obligations” associated with the retirement of the 
assets contained in the account that result from the acquisition, construction, development 
and (or) the normal operation of the assets in the account. For the purposes o f  this 
question, use the definition of a “legal obligation” provided in FASB Statement No. 143: 
“an obligation that a party is required to settle as a result o f  an existing or enacted law, 
statute, ordinance, or written or oral contract under the doctrine of promissory estoppel.” 

RESPONSE: 

As of December 3 1, 2006, Delta’s asset retirement obligations, by account, are as follows: 

Account Asset Description -- Amount 

333 Gathering $ 15,719 

356 Storage 17,904 

3681369 Transmission 1735 1 

3761380 Distribution 1,392,752 

$ 1.444,226 

See the response to 192. 

Sponsoring Witness: 

John €3. Brown 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

186. For any asset retirement obligations identified above, provide the “fair value” of the 
obligation. For the purposes of the question, fair value means “the amount at which that 
liability could be settled in a current [not hture] transaction between willing parties, that 
is, other than in a forced or liquidation transaction.” Provide all assumptions and 
calculations underlying these amounts. 

RESPONSE: 

See the response to 185 for the current estimated fair value of Delta’s asset retirement obligations 
as of December 3 1 , 2006. The key assumptions in determining the fair vale include: 

Inflation rate 3% 
Discount rate 8% 
Market risk premium 5% 

Delta’s outside legal counsel reviewed the Company’s process for identifylng its asset retirement 
obligations. Based on interviews with employees and management working in the areas of 
property accounting, construction and distribution, a methodology was developed for estimating 
asset retirement costs. The assumptions and methodology were approved by Delta‘s officer 
group. 

See the response to 192. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL RF,QUEST FOR INFORMATION 
DATED 6/07/07 

187. Provide complete copies of all Board of Director’s minutes and internal management 
meeting minutes during the past five years in which any or all of the following subjects 
were discussed: the Company’s depreciation rates; retirement unit costs; SFAS No. 143; 
and FIN 47. 

RESPONSE: 

None. 

Sponsoring Witness: 

Glenn R. Jennings 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

188. Please provide the accounting entries (debits and credits) used to implement SFAS No, 
143 and FIN 47, along with all workpapers supporting those entries. Please provide all 
these workpapers and calculations in electronic format (Excel) with all formulae intact. 

RESPONSE: 

The accounting entries used to implement SFAS No. 143 along with all workpapers supporting 
those entries were provided in the initial AG request in Case 2004-00067. The accounting 
entries used to implement FIN 47 along with all workpapers supporting those entries are 
attached. Delta used PowerPlant ARO Software to compute the FIN 47 accounting entries, so no 
Excel spreadsheet is available. 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

189. Refer to page 39 of Delta’s December 31, 2006 Form 10-K. Provide all workpapers 
supporting the calculation of the $850 thousand (2005) and $880 thousand (2006) 
regulatory liabilities for cost of removal. Please provide all these workpapers and 
calculations in electronic format (Excel) with all formulae intact. Provide the amounts on 
an account,-by-account basis, and also provide the portion of those amounts that are 
related to Kentucky jurisdictional operations. 

RESPONSE: 

See response to 191 and 195, and the account-by-account analysis provided for cost of removal 
that is not an asset retirement obligation. For its Form 10-K financial statements, Delta 
reclassified $849,962 and $880,203 as of June 30, 2005 and 2006, respectively, from 
accumulated depreciation to regulatory liabilities. All of the amounts reclassified are related to 
the Kentucky ,jurisdiction. However, such amounts are not reguIatory liabilities for regulatory 
purposes in Kentucky. 

Sponsoring Witness: 

John R. Brown 
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DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

190. Provide the calculation of Delta’s regulatory liability for cost of removal as of Deceniber 
31, 2006. Please provide this on an account-by-account basis, in Excel format, with all 
fonnulae intact. Indicate how much of each aniount relates to Kentucky jurisdictional 
operations. 

RESPONSE: 

See responses to 189, 191 and 195, and the account-by-account analysis provided. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

191. Provide an analysis of the regulatory liability for cost of removal since inception 
identifying and explaining each debit and credit entry and amount. 

RESPONSE: 

As explained in the response to 195, cost of removal that is not an asset retirement obligation 
should be included as a component of the depreciation expense and recorded as accumulated 
depreciation, not as a regulatory liability for regulatory purposes in Kentucky. In Delta's PSC 
Annual Report for 2006, $83 1,877 of cost of removal that is not an asset retirement obligation is 
incorrectly classified and described in Account 254, other regulatory liabilities, instead of 
Account 108, accumulated depreciation. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALA’S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

192. What impact did the application of FIN 47 have upon the proposed depreciation rates and 
expense in this rate case? Provide all workpapers supporting the answer. 

WSPONSE: 

The application of FIN 47 will have no iiiipact upon the proposed depreciation rates and expense 
because the related effects have been excluded from test year rate base and operating expenses. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL REQIJEST FOR INFORMATION 
DATED 6/07/07 

193. Provide Delta’s projection of the annual year-end balance in the regulatory liability for 
cost of removal shown in its Annual Report, for the next 20 years. If not available for the 
next twenty years provide for as many years into the future that the projection is available. 
If this projection has not been made, please explain why not. 

For this prqjection assume that all of Delta’s proposed depreciation rates 
are approved as requested. Provide in hard copy and in electronic format 
with all forniulae intact. 
Explain all assumptions used to make this projection. 

a. 

b. 

RESPONSE: 

See the responses to 191 and 195. Delta does not anticipate recording a regulatory liability 
related to cost of removal that is not an asset retirement obligation for Kentucky regulatory 
purposes during the next 20 years. As discussed in the response to 191, in Delta’s PSC Annual 
Report for 2006, $831,877 of cost of removal that is not an asset retirement obligation is 
incorrectly classified and described in Account 254, other regulatory liabilities, instead of 
Account 108, accumulated depreciation. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL RlEQUEST FOR INFORMATION 
DATED 6/07/07 

194. Provide the calculation of the annual amount of future net salvage incorporated into 
Delta’s existing depreciation rates and in its proposed depreciation rates by account. If 
the amount is reduced by the total amount of non-legal AROs included in year-end 
accumulated depreciation, show that calculation. 

RESPONSE: 

The requested analysis has not been performed. 

Sponsoring Witness: 

William Steven Seelye 





DELTA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

195. With respect to the Regulatory Liability relating to asset cost of removal which you 
reclassified out of accumulated depreciation: 

a. 

b. 

C. 

d. 
e. 

f. 

g. 

h. 

1. 

RESPONSE: 

Do you agree that this constitutes a regulatory liability for regulatory 
purposes in Kentucky? If not, please explain why not. 
Do you agree that this amount is a refundable obligation to ratepayers until 
it is spent on its intended purpose (cost of removal)? If not, why not? 
Please explain the repayment provisions associated with this regulatory 
liability. 
Explain when you expect to spend this money for cost of removal. 
Explain what you have done with this money as you have collected it. If 
you say that you have spent it on plant additions, please prove it. 
Identify and explain all other similar examples of Delta's advance 
collections of estimated future costs for which it does not have a legal 
obligation. 
Does Delta agree that the Kentucky Public Service Commission will never 
know whether or not Delta will actually spend all of this money for cost of 
removal until and if Delta goes out of business? If not, why not? 
Does Delta believe that amounts recorded in accumulated depreciation 
represent capital recovery? If not, why not? 
Whose capital is reflected in accumulated depreciation - shareholders' or 
ratepayers ' ? 

a. No, the regulatory liability relating to cost of removal which was reclassified out of 
accumulated depreciation does not constitute a regulatory liability for regulatory purposes 
in Kentucky. The reclassification was initially made for external financial reporting 
purposes under accounting principles generally accepted in the United States of America, 
as interpreted by the staff of the Securities and Exchange Commission. In Federal Energy 
Regulatory Commission Order No. 63 1 (Docket No. RMO2-7-000, issued April 9, 2003), 
which addresses asset retirement obligations, the Commission stated: "Under the existing 
requirements of the Uniform System of Accounts removal costs that are not asset 
retirement obligations are included as a component of the depreciation expense and 
recorded as accumulated depreciation." Accordingly, the reclassified amount is not a 
regulatory liability for regulatory purposes in Kentucky. 

b. No, the amount is not a refundable obligation to ratepayers because, as noted in a. above, 
it is a component of the depreciation expense and recorded in accumulated depreciation 
for regulatory purposes in Kentucky. 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

c. There are no repayment provisions associated with this amount. 

d. Payments will be made as cost of removal related expenditures occur. 

e. Delta does not segregate or restrict funds in order to separately track its cash-in-flows and 
cash-out-flows. 

f. Cost of removal is a component of the depreciation expense, as noted in a. above, and 
recognized as a current period cost. Cost of removal is not an estimated future cost. 

g. No, Delta does not agree. The FERC's USOA and Order No. 631 require separate 
subsidiary records for cost of removal for non-legal retirement obligations that are 
recorded in accumulated depreciation in order to identify such information to facilitate 
regulatory analysis for rate setting purposes. Because of this detailed recordkeeping, the 
Kentucky Public Commission will be able to monitor Delta's cost of removal 
expenditures. 

h. Delta believes that in a cost-of-service rate regulated environment, the recovery of 
depreciation expense is the source for capital recovery. Because of such recovery, the 
cost of removal balance of $831,877 as of December 31, 2006 should be included in 
accumulated depreciation and as a reduction in rate base. Delta's test year rate base does 
not include this adjustment to accumulated depreciation, which it believes is appropriate 
to make, This treatment of cost of removal then would be consistent with Delta's past 
rate base filings and PSC orders. 

i. Accumulated depreciation reflects the recovery of shareholders' capital. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL, CAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED 6/07/07 

196. For all accounts for which Delta has collected removal costs not related to AROs, but 
instead recorded a regulatory liability, please provide the fair value of the related asset 
retireinent cost as of December 3 1, 2003; December 3 1 , 2004, December 3 1, 2005 and 
December 3 1,  2006. For the purposes of this question, assume that Delta has legal AROs 
for these accounts, and use the life and dispersion assumptions reflected in Mr. Seelye's 
depreciation study. 

RESPONSE: 

There are no asset retirement costs, as described in Statement of Financial Accounting Standards 
No. 143, "Accounting for Asset Retirement Obligations," related to cost of removal that does not 
constitute a legal obligation and is, therefore, not an asset retirement obligation. Delta has not 
performed a computation of the related asset retirement costs with the hypothetical assumption 
that such removal costs are legal AROs. 

Sponsoring Witness: 

John B. Brown 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL m Q U E S T  FOR INFORMATION 
DATED 6/07/07 

197. Please provide a copy of the Company’s five-year (or shorter if 5 years is not prepared) 
operating and capital budgets prepared in 2004,2005 and 2006. 

RESPONSE: 

Budgets filed under seal with motion for confidential treatment. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

198. For the budgets supplied in response to the preceding question, please provide a 
description of all variations from actual expense levels which are due to known and 
certain changes, providing supporting documentation. Indicate all variations from actual 
levels which result from the application of inflation or escalation factors. hi those 
instances where inflation or escalation factors were utilized, explain the derivation of the 
factors used in each case. If a single factor was used, a summary description will suffice. 

RESPONSE: 

We have no such document. 

Sponsoring Witness: 

Glenn R. Jennings 





DEL,TA NATURAL, GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERALJ’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

199. Please indicate, if known and quantifiable, any anticipated changes in jurisdictional 
allocation factors and the impacts thereof on the 2006 test year. 

RESPONSE: 

Not applicable as Delta does not have multiple jurisdictions and therefore doesn’t utilize 
allocation factors. 

Sponsoring Witness: 

John B. Brown 





DEL,TA NATURAL GAS COMPANY, INC. 
CASE NO. 2007-00089 

ATTORNEY GENERAL’S INITIAL, REQUEST FOR INFORMATION 
DATED 6/07/07 

200. Indicate the iiuiriber of and expenses related to temporary or seasonal employees included 
in 2004, 2005 and 2006 jurisdictional expenses. 

RESPONSE: 

Yeas 

2004 
2005 
2006 

Number 

16 
20 
17 

Expense 

$76,148 

$83,787 
$97,455 

Sponsoring Witness: 

John B. Brown 


