





32. Please s'how how you calculated the annual revenue amounts of $27,912,362,
$30,711,266, and $36,116,328 on page 6 from all the other data shown in the
“ANALYSIS of Proposed Alternative Ratemaking Methodology.

RESPONSE:

The actual revenue for the year ended April 1997 and last 10 months of revenue for
the year ended April 1996 can be calculated by adding the numbers shown in the first
column on page 3 of the Analysis. In the interest of not making the exhibit too
cumbersome, the actual year ended April 1995 revenue and two months of actual
revenue for the year ended April 1996 were not shown on the exhibit but were
simply included in the totals. As indicated, Schedules A through C and the Analysis
were merely provided to illustrate how the mechanism works (1.e. the mechanics).
Therefore, we felt that it was unnecessary to show the source of each and every
number used to make the calculations contained in these illustrative examples.

WITNESS: Randall Walker




©

@)
(®)

©

The second column of page 3 of the “ANALYSIS of Proposed Ratemaking

33.
. Methodology” shows the actual common equity balances for each month from July 1995
through June 1998. In this regard, provide the following information:
(a.) Extend all actual equity balances through December 1998.
(b) For each of the actual balances as of December 1995, 1996 1997 and 1998 shown on

this updated page 3, provide the actual per books starting point, and all adjustments
made to these per books starting points (for Canada Mountain, non-regulated subs,
etc) to arrive at the adjusted utility common equity balances. Indicate specifically to
what extent (expressed in percentage) Canada Mountain, the non-regulated subs, etc,
were removed from the per books equity balance.

Explain whether the budgeted equity balances shown in the second column of page
1 were determined through the exact same methodology as the methodology
described in part b above for the actual equity balances. If not, explain to what
extent it was determined differently.

RESPONSE:

The attached worksheet shows the actual common equity extended through April
1998.

The file contained on the disk provided in response to Question No. 30 shows the
calculations to determine the utility common equity balances for each month shown
on the “ANALYSIS” exhibit to the Application. The attached worksheet shows the
methodology for each month since July 1997. Actual Common Equity, exclusive of
the subsidiaries, was teduced by the common equity assigned to Canada Mountain
utilizing the methodology authorized by the Commission for purposes of Delta’s
GCR filings.

Delta did not estimate monthly common equity balances for purposed of its budget
during this period. Therefore, for putposes of the “ANALYSIS” exhibit to the
application, 2 monthly budgeted equity was calculated by deducting the actual net
income from the actual utility common equity and then adding the budgeted net
income, as shown on the attached worksheet.

WITNESS: Randall Walker
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34.

(a)
(b)

©

The third column of page 3 of the “ANALYSIS of Proposed Ratemaking
Methodology” shows the actual NIAC for each month from July 1995 through June
1998. In this regard, provide the following information:

Extend all actual adjusted NIAC balances through December 1998.

For each of the calendar years 1996, 1997 and 1998, provide the workpapers
showing all calculations made to arrive at the annual NIAC amounts for these years.
The workpapers should show the actual capital structure, capital structure cost rates,
and the corresponding actual interest expense adjustments used to arrive at the
NIAC numbers for each year. These workpapers should also show actual per books
data as the starting point, and all adjustments made to arrive at the Utility NIAC
amounts. Such adjustments should include all items that are typically treated below
the line for ratemaking purposes, reflect PSC ratemaking principles and interest
synchronization consistent with the capital structure and capital structure weighted
debt rates used, etc.

Explain whether the budgeted NIAC balances shown in the third column of page 1
were determined through the exact same methodology as the methodology described
in part b above for the actual NIAC numbers. If not, explain to what extent it was
determined differently.

RESPONSE:

(a) The attached worksheet shows the NIAC extended through April 1998.
(b) Since Schedules A through C and the “ANALYSIS” contained in the Application

were provided metely for purposes of illustrating how the mechanism would work,
there were no adjustments made to the net income other than those shown on the
wotksheets.

(c) The budgeted NIAC was prepared in the same manner.

WITNESS: Randall Walker
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35.  The second column of page 3 of the “ANALYSIS of Proposed Ratemaking
Methodology” shows the actual common equity balances for each month from July
1995 through June 1998. In this regard, provide the following information:

(a) Extend all actual adjusted equity balances through December 1998.

(b) For each of the months for which each of the actual equity balances are shown
(through December 1998), provide the complete adjusted capital structure (dollar
amounts and percentage ratios), showing equity, long term debt, short term debt and
total balances, including long term and short term cost rates. Indicate for which
items adjustments were made to the actual structure.

RESPONSE:
(a) The worksheet provided in response to Question 33(a) shows the common equity

extended through April 1999.
(b) See Attached.

WITNESS: John Hall




Delta Natural Gas Company, Inc. 6/15/99 9:28 AM
3-Year History of Common Equity and Capital Structure

D ACCOUNT\PUBLICWMatt\Misc\{Income History.xdsjSheett

Delta Natural
Common Equity
Fiscal Revenue| wi/o Subsidiary Short-term, Long-term

Year Month Income % Debt % Debt] % Total %
[ 1995 Jun-95] 21,562,991 | 41.47%) I 5,675,000 | 10.91%) | 24,759,900 | 47.62%)] [ 51,997,891 1 100.00%)
1996 Jul-85 21,448,344 | 40.22% 7,150,000 [ 13.41% 24,731,404 | 46.37% 53,329,748 | 100.00%
Aug-95 21,122,285 | 39.21% 8,065,000 { 14.97% 24,683,805 | 45.82% 53,871,090 | 100.00%
Sep-95 20,360,636 | 37.29% 9,565,000 | 17.52% 24,678,709 | 45.20% 54,604,345 | 100.00%
Oct-95 20,179,319 | 37.08% 9,565,000 { 17.58% 24,678,709 | 45.35% 54,423,028 | 100.00%
Nov-95 20,679,435 | 34.94% 12,370,000 | 20.90% 26,139,592 | 44.16% 59,189,027 | 100.00%
Dec-95 20,771,188 { 34.84% 12,710,000 | 21.32% 26,129,382 | 43.83% 59,610,570 | 100.00%
Jan-96 21,912,210 | 35.59% 13,585,000 { 22.06% 26,075,225 | 42.35% 61,572,435 { 100.00%
Feb-96 22,807,415 | 36.23% 14,095,000 | 22.39% 26,045,048 | 41.38% 62,947,463 | 100.00%
Mar-96 22,931,699 | 35.59% 15,460,000 | 23.99% 26,039,850 | 40.41% 64,431,549 | 100.00%
Apr-96 23,677,682 | 36.11% 15,855,000 | 24.18% 26,034,632 | 39.71% 65,567,314 | 100.00%
May-96 23,620,822 | 36.04% 15,970,000 | 24.36% 25,954,394 | 39.60% 65,545,216 | 100.00%
Jun-96 22,450,423 | 46.75% -| 0.00% 25,573,716 | 53.25% 48,024,139 | 100.00%
1997 Jul-96 28,396,376 | 41.18% - 0.00% 40,568,437 | 58.82% 68,964,813 | 100.00%
Aug-96 28,118,338 | 40.60% 560,000 | 0.81% 40,579,500 | 58.59% 69,257,838 | 100.00%
Sep-96 27,253,446 | 38.28% 3,355,000 | 4.71% 40,582,490 | 57.01% 71,190,936 | 100.00%
Oct-96 27,072,696 | 37.13% 5,495,000 | 7.54% 40,347,486 | 55.33% 72,915,182 | 100.00%
Nov-96 27,495,798 | 36.85% 6,560,000 | B8.82% 40,350,488 | 54.23% 74,406,286 | 100.00%
Dec-96 27,313,337 | 36.25% 7,790,000 | 10.34% 40,243,455 | 53.41% 75,346,792 | 100.00%
Jan-97 28,214,562 | 36.44% 8,980,000 { 11.60% 40,226,492 | 51.96% 77,421,054 | 100.00%
Feb-97 28,986,236 | 37.95% 7.180,000 | 9.40% 40,219,579 | 52.65% 76,385,815 | 100.00%
Mar-97 28,791,614 | 36.91% 9,010,000 | 11.55% 40,192,944 | 51.53% 77,994,558 | 100.00%
Apr-97 29,108,574 | 37.37% 8,585,000 | 11.02% 40,196,087 | 51.61% 77,889,661 | 100.00%
May-87 29,080,448 | 38.09% 7,120,000 | 9.33% 40,137,259 | 52.58% 76,337,707 | 100.00%
Jun-97 27,300,296 | 34.88% 10,865,000 | 13.88% 40,095,460 | 51.23% 78,260,756 | 100.00%
1998 Jul-97 27,118,745 [ 34.38% 11,670,000 | 14.79% 40,098,690 | 50.83% 78,887,435 | 100.00%
Aug-97 26,936,596 | 33.29% 13,880,000 | 17.15% 40,101,949 | 49.56% 80,918,545 | 100.00%
Sep-97 25,939,055 | 31.82% 15,485,000 | 18.99% 40,105,237 | 49.19% 81,529,292 [ 100.00%
Oct-97 25,732,141 | 30.55% 18,570,000 | 22.05% 39,928,556 | 47.40% 84,230,697 | 100.00%
Nov-97 27,288,736 | 31.37% 20,160,000 | 23.18% 39,529,571 | 45.45% 86,978,307 | 100.00%
Dec-97 27,299,346 | 31.66% 19,395,000 | 22.49% 39,530,373 | 45.85% 86,224,719 | 100.00%
Jan-98 28,301,450 | 32.33% 19,830,000 | 22.65% 39,403,421 | 45.01% 87,534,871 { 100.00%
Feb-98 28,946,246 | 33.91% 17,040,000 | 19.96% 39,380,487 | 46.13% 85,366,733 | 100.00%
Mar-98 28,971,234 | 31.03% -] 0.00% 64,381,570 | 68.97% 93,352,804 | 100.00%
Apr-98 29,525,137 | 35.19% -] 0.00% 54,382,669 | 64.81% 83,907,806 | 100.00%
May-98 29,560,229 | 35.21% -| 0.00% 54,400,786 | 64.79% 83,961,015 [ 100.00%
Jun-98 28,600,399 | 33.70% 1,875,000 | 2.21% 54,402,494 | 64.10% 84,877,803 | 100.00%
1999 Jul-98 28,470,159 | 33.05% 3,305,000 | 3.84% 54,369,450 [ 63.11% 86,144,609 [ 100.00%
Aug-98 28,254,977 | 32.57% 4,140,000 [ 4.77% 54,356,447 | 62.66% 86,751,424 | 100.00%
Sep-98 27,331,636 | 30.82% 7.050,000 | 7.95% 54,297,484 | 61.23% 88,679,120 | 100.00%
Oct-98 27,181,899 | 29.97% 9,290,000 | 10.24% 54,218,563 | 59.78% 90,650,462 | 100.00%
Nov-98 27,591,852 | 30.46% 8,775,000 | 9.69% 54,225,683 | 59.86% 90,592,535 | 100.00%
Dec-98 27,224,637 | 30.09% 9,030,000 | 9.98% 54,207,845 | 59.92% 90,462,482 | 100.00%
Jan-99 28,221,463 | 31.31% 7.715000 | 8.56% 54,206,048 | 60.13% 90,142,511 { 100.00%
Feb-99 28,952,229 | 32.94% 4,740,000 { 5.39% 54,213,293 | 61.67% 87,905,522 | 100.00%
Mar-99 29,123,240 | 33.01% 4,910,000 | 5.57% 54,179,581 | 61.42% 88,212,821 | 100.00%
Apr-99 29,671,966 | 33.60% 4,455,000 [ 5.05% 54,171,910 | 61.35% 88,298,876 | 100.00%

May-99

Jun-g9




36.

(b)

©

The data on the “ANALYSIS of Proposed Ratemaking Methodology” shows that
the Company has consistently under-budgeted its NIAC, as evidenced by the
following data:

Actual NTJAC  Budgeted NIAC  Actual vs. Budgeted

Amount %

FY 7/95-6/96 $2,066,998 $1,784,600 $ 282,398 16
FY 7/96-6/97 $1,407,939 $ 778,850 $ 629,089 81
FY 7/97-6/98 $2,025,723 $ 875,900 $1,149,823 131

In this regard, provide the following information:

Confirm the numbers in the above table. If you do not agree, explain in detail why
not.

As can be seen on pages 1 and 3 of Schedule B attached to the ARP, this NIAC
under-budget resulted in very high achieved ROE numbers of 13.29 and 13.61% in
two out of the three years in the Company’s hypothetical historic analysis. Please

- confirm this. If you do not agree, explain your disagreement in detail.

Under the proposed ARP, a portion of the excess ROE numbers of 13.29% and
13.61% referenced in part b above must be returned to the customers, but only up to
the point where the Company will still be allowed to earn 12.1% ROE (the upper
range of the band) Please confirm this: If you do not agree, please explain your
disagreement.

RESPONSE:

@)

(b)

©

The numbers are correct. However, we want to point out that the 97-98 budgeted
numbers did not reflect any increase in rates resulting from the rate case whereas the
actual numbers do reflect six months of billings under the approved rates from
Delta’s last rate case. This played a major role in causing the actual NIAC to exceed
the budgeted NIAC in that year.

We agree that the actual results did turn out better than the budget numbers
indicated. The 96, 97 and 98 budgets indicated expected ROE’s of 8.6%, 3.4% and
3.7%, respectively, as compared to actual 96, 97 and 98 ROE’s of 10.2%, 6.1% and
8.6%, respectively. Notwithstanding the differences, the ROE’s remained well below
acceptable levels.

Yes. There is a bandwidth of 0.5% above and below the 11.6% mid-point ROE.
While the mechanism provides for the return of amounts above 12.1% to customers,
it also requires the Company to absorb amounts between 11.1% and 11.6%.

WITNESS: Randall Walker




. 37.  The Company has provided an analysis of sample results for its fiscal years ended
July 1996, 1997 and 1998. Please provide the similar analysis of the historic sample
results for fiscal years ended July 1994 and 1995 and for calendar year 1998.

RESPONSE:
In the response to Item 7 of the Commission Order dated June 4, 1999, we provided
a similar historical analysis for the current 1999 budget year. However, as indicated

in that response, we don’t have the historical data available to reconstruct the
mechanism beyond July 1, 1995 (the first month of the three budget yeats analyzed).

WITNESS: Randall Walker
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38. For each of the last 10 years (through 1998), provide Delta’s actual utility
construction expenditures (capital expenditure program) as compared to the
budgeted construction expenditures (capital expenditure program) approved for each
corresponding year by the Board of Directors.

RESPONSE:

See attached.

WITNESS: John Hall




DELTA NATURAL GAS COMPANY, INC.

. ACTUAL CAPITAL CONSTRUCTION EXPENDITURES VS
BUDGETED CAPITAL EXPENDITURES
FISCAL YEARS 1989 TO 1998

ITEM 38
YEAR ENDED
JUNE 30 ACTUAL BUDGET DIFFERENCE

1998 11,227,310 11,635,000 407,690
1997 16,563,682 16,400,000 (163,682)
1996 13,671,031 12,439,100 (1,231,931)
1995 8,277,858 8,413,800 135,942
1994 7,375,009 7,258,200 (116,809)
1993 6,433,290 6,730,400 297,110
1992 4,869,297 6,986,700 2,117,403
1991 5,205,489 3,983,200 (1,222,289)
1990 NOT AVAILABLE
1989 NOT AVAILABLE




’1

expenses as compared to the budgeted O & M expense approved for each
corresponding year by the Board of Directors.

. 39. For each of the last 10 years (through 1998), provide Delta’s actual utility O & M

RESPONSE:

See attached.

WITNESS: john Hall




LY

h \

Delta Natrual Gas Company, Inc.

Operation and Maintenance Expense Compared to Approved Budget
for the years 1989 through 1998

AG 39
Operations Maintenance Total O&M Budget Variance
1989] 5,929,095 593,573 6,522,668 6,591,500 68,832
1990| 6,580,418 552,729 7,133,147 6,917,300 (215,847)
1991 6,495,729 534,623 7,030,352 6,966,200 (64,152)
1992| 7,393,444 524,976 7,918,420 7,591,300 (327,120)
1993 7,400,487 436,455 7,836,942 7,794,500 (42,442)
1994| 7,786,185 408,505 8,194,690 7,708,000 (486,690)
1995{ 7,394,186 471,392 7,865,578 7,865,600 22
1996 7,991,451 525,715 8,517,166 7,979,000 (538,166)
1997| 7,965,992 544,242 8,510,234 8,229,550 (280,684)
1998/ 8,188,080 585,411 8,773,491 9,022,100 248,609







94!

40.  For each of the last 10 years (through 1998), provide the following for Delta:

a. Delta’s actual utility operating income (utility operating revenues less utility operating
expenses and taxes) as compared to the budgeted utility operating income approved
for each corresponding year by the Board of Directors.

b. Delta’s actual utility Net Income Available for Common Stock (“NIAC”) as
compared to the budgeted Net Income Available for Common Stock approved for
each corresponding year by the Board of Directors.

RESPONSE:

See attached.

WITNESS: John Hall
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41.  In the same format as per Schedule A, supported by budgeted data in the same
format as per the “ANALYSIS” package, provide the Board of Director’s approved
budgeted ROE for purposes of the proposed AAC calculations for the period July 1,
1999 — June 30, 2000, and calculate the required change to current rates (the AAC
surcharge or credit).

This analysis should show the annual budgeted capital structure and capital structure
ratios between equity and debt and the assumed debt cost rates that will be in
existence on average during this futute AAC petiod. The analysis should also show
how the average per books equity balance for the future AAC has been adjusted and
for what items. In addition, the analysis should show what PSC rate making
adjustments have been made to the Board of Directors approved budget for the
future AAC period in order to put everything on a basis consistent with PSC-
espoused ratemaking policies

RESPONSE:

In response to Item 28 of the Commission Order dated June 4, 1999, in this case we
have provided a calculation of the AAC for the 1999-2000 budget yeat, along with
the supporting schedules. Inasmuch as this proceeding is in progress and we do not
know the extent of the adjustments that may ultimately be requited by the
Commission for such filings, there were no “tate making” adjustments to the
budgeted numbets.

WITNESS: Randall Walker







42.  For each of the last 10 years (through 1998), provide the actual non-gas O & M cost
per employee for Delta and provide the average compound annual growth rate
during this 10-year period.

RESPONSE:

See attached.

WITNESS:  John Hall




Delta Natrual Gas Company, Inc.

Operation and Maintenance Expense per Employee
for the years 1989 through 1998

AG 42

Operations Maintenance Total O&M # of Employees O&M per Employee
1989 5,929,095 593,573 6,522,668 181 36,037
1990| 6,580,418 552,729 7,133,147 184 38,767
19911 6,495,729 534,623 7,030,352 186 37,798
1992| 7,393,444 524,976 7,918,420 182 43,508
1993| 7,400,487 436,455 7,836,942 176 44,528
1994 7,786,185 408,505 8,194,690 172 47,644
1995| 7,394,186 471,392 7,865,578 168 46,819
1996} 7,991,451 525,715 8,517,166 172 49,518
1997 7,965,992 544,242 8,510,234 181 47,018
1998, 8,188,080 585,411 8,773,491 181 48,472




43 For each of the last 10 years (through 1998), provide the actual CPI-U numbers and
. the average compound annual growth rate during this 10-year period.
RESPONSE:

See attached.

WITNESS: John Hall
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Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, Kentucky 40391

Notice To Common Shareholders Of Annual Meeting
To Be Held November 19, 1998

Please take notice that the Annual Meeting of Shareholders of Delta Natural Gas Company, Inc.
will be held at the principal office of the Company, 3617 Lexington Road, Winchester, Kentucky,
on Thursday, November 19, 1998 at 10:00 a.m. for the purposes of:

' 1. Electing three Directors for three year terms expiring in 2001; and
2. Acting on such other business as may properly come before the meeting.

Holders of Common Stock of record at the close of business on October 5, 1998 will be entitled
to vote at the meeting.

By Order of the Board of Directors
John F. Hall

Vice President - Finance,
Secretary and Treasurer

Winchester, Kentucky
October 12, 1998

To ensure proper representation at the meeting at a minimum of
‘expense, it will be very helpful if you fill out, sign and return the
enclosed proxy promptly.




Proxy Statement

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

Information Concerning Proxy

This solicitation of proxies is made by Delta Natural Gas Company, Inc. (‘Delta” or “the Com-
pany”), upon the authority of Delta’s Board of Directors and the costs associated with this solici-
tation will be borne by Delta. Management intends to use the mails to solicit all Shareholders
and intends first to send this proxy statement and the accompanying form of proxy to Share-
holders on or about October 12, 1998. Delta will provide copies of this proxy statement, the
accompanying proxy and the Annual Report to brokers, dealers, banks and voting trustees and
their nominees for mailing to beneficial owners and upon request therefor will reimburse such
record holders for their reasonable expenses in forwarding solicitation materials. In addition to
using the mails, proxies may be solicited by directors, officers and regular employees of Delta in
person or by telephone, but without extra compensation. As part of its duties as registrar and
transfer agent, Fifth Third Bank mails Delta's proxy solicitation materials to shareholders. Fees
for this service are included in the annual fee paid by Delta to Fifth Third Bank for its services as
registrar and transfer agent.

You may revoke your proxy at any time before it is exercised by giving notice to Mr. John F. Hall,
Vice President - Finance, Secretary and Treasurer of Deita.

Election of Directors

Delta’s Board of Directors is classified into three classes, with terms expiring in either 1998,
1999 or 2000.

The terms of three Directors, Donald R. Crowe, Billy Joe Hall and John D. Harrison are sched-
uled to end in 1998. Donald R. Crowe, Billy Joe Hall and John D. Harrison are nominated as
Directors for a three year term ending in 2001 and until their successors have been elected and
qualified.

If the enclosed proxy is duly executed and received in time for the meeting, and if no contrary
specification is made as provided therein, the shares represented by this proxy will be voted for
Donald R. Crowe, Billy Joe Hall and John D. Harrison as Directors of Delta. If one of them
should refuse or be unable to serve, the proxy will be voted for such person as shall be desig-
nated by the Board of Directors to replace them as a Nominee. Management presently has no
knowledge that any of the Nominees will refuse or be unable to serve.




The names of Directors and Nominees and certain information about them are set forth below:

Name, Age and Position

Held With Delta

Donald R. Crowe (1) - 64
Director

Jane Hylton Green (3) - 68
Director

Billy Joe Hall (1) - 61
Director

John D. Harrison (1) - 83
Director

Glenn R. Jennings (2) - 49
President and Chief
Executive Officer; Director

Harrison D. Peet (3) - 78
Chairman of the Board

Virgil E. Scott (2) - 77
Director

Additional Business
Experience During
Last Five Years

Retired Senior Analyst,
Department of Insurance,
Commonwealth of Kentucky,
Lexington, Kentucky

Retired Vice President -
Human Resources and
Secretary, Delta and
Delta’s subsidiaries,

Investment Broker,

LPL Financial Services
(general brokerage
services), Mount Sterling,
Kentucky

Retired President, Power
Line Construction Co., Inc.
(utility construction
contractor), Stanton,
Kentucky; Retired Vice-
President

President & Chief Executive
Officer and Director,
Delta’s subsidiaries

Chairman of the Board,
Delta’s subsidiaries

Retired Vice President -
Administration, Delta and
Delta's subsidiaries;
Retired Director,

Delta’s subsidiaries

Period of Service
As Director

1966 to present

1976 to present

1978 to present

1950 to 1993
1996 to present

1984 to present

1950 to present

1950 to present




Additional Business

Name, Age and Position Experience During Period of Service

Held With Delta Last Five Years As Director
Henry C. Thompson (3) - 76 President, Triple Land 1967 to present
Director Company, Inc. (land

development and real
estate rental); Retired
President, Henry Thompson
Construction Company, Inc.
(land development and
commercial real estate
rental); both of Nicholasville,

Kentucky
Arthur E. Walker, Jr. (2)(4) - 53 President, The Walker 1981 to present
Director Company (general and

highway construction),
Mount Sterling, Kentucky

(1) Term expires November 19, 1998.

(2) Term expires on date of Annual Meeting of Shareholders in 1999.

(3) Term expires on date of Annual Meeting of Shareholders in 2000.

(4) On November 8, 1993, Arthur E. Walker, Jr., entered a guilty plea in Montgomery County,
Kentucky, District Court to the charge of making a political contribution in the name of

another, a misdemeanor under Kentucky Law. The Court fined Mr. Walker $1,000 plus
court costs.




Committees and Board Meetings

Delta has an Audit Committee comprised of Mrs. Green and Messrs. Harrison, Scott and
Thompson. The Committee, which met one time during fiscal 1998, is empowered to recom-
mend independent auditors to the Board, review audit results and financial statements, review
the system of internal control and make reports and recommendations to the Board.

Delta has a Nominating and Compensation Committee comprised of Messrs. Crowe, Hall and
Walker. The Committee, which met four times during fiscal 1998, is empowered to make recom-
mendations to the Board as to the compensation of the Board and Officers and any other per-
sonnel matters. The Committee is empowered to present to the Board names of individuals who
would make suitable Directors. The Committee will consider Nominees recommended by Share-
holders, if such nominations are submitted in writing to the attention of Mr. John F. Hall at Delta’s
corporate office in Winchester, Kentucky.

Delta has an Executive Committee comprised of Messrs. Jennings, Peet and Walker. The Com-
mittee, which met one time during fiscal 1998, is empowered to act for and on behalf of the
Board of Directors, during the interval between the meetings of the Board of Directors, in the
management and direction of the business of the Company.

During fiscal 1998, Delta’s Board of Directors held four meetings. All Directors attended 75% or
more of the aggregate number of meetings of the Board of Directors and applicable committee
meetings.

Each Non-Officer Director (except for the Chairman) receives a monthly Directors’ fee of $600
and no additional fees for attending board and committee meetings. Mr. Peet, as Chairman of
the Board of Directors, is paid a monthly fee of $3,000. Directors who are also Officers of the
Company receive no Directors’ fees.




Officers of Delta
Date Began
in this
Name Position(1) Age Position(2)
Johnny L. Caudill (3) Vice President - 49 3/1/95
Administration and
Customer Service
John F. Hall Vice President - 55 3/1/95
Finance, Secretary
and Treasurer
Robert C. Hazelrigg Vice President - 51 5/20/93
Public and Consumer '
Affairs
Alan L. Heath Vice President - 51 5/21/84
Operations and
Engineering
Glenn R. Jennings President and Chief 49 11/17/88
Executive Officer;
Director

(1) Each Officer is normally elected to serve a one year term. Each Officer’s current term is
scheduled to end on November 19, 1998, the date of the Board of Directors’ meeting
following the Annual Shareholiders’ Meeting, except Mr. Jennings has an employment
contract in his present capacity through November 30, 2000 (see “Employment Contract
and Termination of Employment and Change in Control Agreement”).

(2) All current Officers except Mr. Caudill have functioned as Officers of Delta for at least five
years.

(3) Mr. Caudill was elected an Officer on March 1, 1995. Prior to that, Mr. Caudill held the
position of Manager - Customer Service for 2 years and Manager - Distribution for 3
years. Mr. Caudill has been employed by Delta since 1972.




Board Nominating and Compensation Committee
Report on Executive Compensation

The Nominating and Compensation Committee of the Board of Directors (“Committee”) is com-
posed of three independent, non-employee directors. Among other duties, the Committee is
responsible for developing and making recommendations to the Board with respect to Delta’s
executive compensation. All decisions by the Committee relating to the compensation of Delta’s
executive officers, including the Chief Executive Officer, are reviewed and given final approval
by the full Board of Directors. During 1998, no decisions of the Committee were modified in any
material way or rejected by the full Board.

The goal of the Committee in establishing the compensation for the Company’s executive offic-
ers is to provide fair and appropriate levels of compensation that will ensure the Company’s
ability to attract and retain a competent and energetic management team. The Committee be-
lieves Mr. Jennings has positioned the Company well to address a changing business climate,
to provide for total shareholder return and to continue the Company’s growth.

Salaries for Delta’s officers, including all executive officers and the Chief Executive Officer, are
determined in a manner similar to that for all employees, using a pay grade system established
with the assistance of a consulting firm. Salary grades are developed for all positions in the
Company through the use of external comparisons with other companies and are periodically
adjusted for inflation. The salary grades have a minimum and maximum compensation level for
each grade. Salary increases for executive officers are established by the Committee, consider-
ing factors which include the overall raises budgeted for the Company, individual performance
of the executive officers and their position in their individual pay grades. There is no specific,
quantified relationship between corporate performance and individual compensation.

There is no formal bonus plan for executive officers or the Chief Executive Officer. Bonuses
have been paid in the past from time to time, at the discretion of the Company, based on the
Company'’s overall performance and the contributions and performances of the individual offic-
ers and other employees. There has been no specific, quantified relationship between corpo-
rate performance and individual bonuses.

A summary of the compensation awarded to Glenn R. Jennings, President and Chief Executive
Officer of the Company, and Alan L. Heath, Vice President - Operations and Engineering, is set
forth in the “Summary Compensation Table”. The compensation paid to Mr. Jennings and Mr.
Heath for fiscal 1996 reflects a cash bonus. No bonus was paid for fiscal 1997 or fiscal 1998,
and the other components of Mr. Jennings’ and Mr. Heath's 1998 salary packages are generally
consistent with prior years. ‘

Donald R. Crowe
Billy Joe Hall
Arthur E. Walker, Jr., Committee Chairman




Summary Compensation Table

The following table sets forth information concerning the compensation of the Company’s Chief
Executive Officer and Executive Officers whose total annual salary and bonus exceeded $100,000
for the last three fiscal years. No other executive officer of the Company earned compensation
in excess of $100,000 for the periods.

Annual
Name and Compensation All Other

Principal Position Year Salary Bonus Compensation(1)
Glenn R. Jennings 1998 $150,000 $ — $ 24,000

President and Chief 1997 $143,000 $ — $ 24,000

Executive Officer 1996 $136,000  $42,900 $ 24,500
Alan L. Heath 1998 $97,000 $ — $ —

Vice President - 1997 $ 93,200 $ — $ —

Operations and 1996 $ 88,700 $16,776 $ —

Engineering

(1) During each of the last three fiscal years, Delta forgave a portion of the principal
amount of a loan made by Delta to Mr. Jennings (see “Certain Relationships and
Related Transactions” for a discussion of this loan).




Comparison of Five Year Cumulative Total Return
Among the Company, S & P Utilities Index and
Natural Gas Distribution Industry Index

The following graph sets forth a comparison of five year cumulative total returns among the
common shares of the Company, the S & P Utilities Index and the Edward D. Jones & Co.
Natural Gas Distribution Industry Index (“Industry Index”) for the fiscal years indicated. Informa-
tion reflected on the graph assumes an investment of $100 on June 30, 1993 in each of the
common shares of the Company, the S & P Utilities Index and the Industry Index. Cumulative
total return assumes reinvestment of dividends. The Industry Index consists of thirty-three natu-
ral gas distribution companies chosen by Edward D. Jones & Co. The Company is among the
thirty-three companies included in the Industry Index.

' Cumulative Total Return
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Extimated Annual Benefits Upon Retirement

Delta has a trusteed, non-contributory, defined benefit retirement plan. The following table illus-
trates the approximate pension benefits payable under the terms of the plan to employees
retiring at the normal retirement age of 65 assuming five years’ average annual compensation
and years of service as indicated.

Average Annual Estimated Annual Benefits For
Compensation Years of Service Indicated

(Five Year

Average) 15 20 25 30 35

$100,000 $ 24,000 $ 32,000 $ 40,000 $ 48,000 $ 56,000
125,000 30,000 40,000 50,000 60,000 70,000
150,000 36,000 48,000 60,000 72,000 84,000
175,000 42,000 46,000 70,000 84,000 98,000
200,000 48,000 64,000 80,000 96,000 112,000

The plan is available to all employees as they become eligible. The basic retirement benefit is
payable for 120 months certain and life thereafter, based upon a formula of 1.6% of the highest
five years average monthly salary for each year of service. The compensation used to deter-
mine the average monthly salary under the plan includes only base salary of employees (see
“Salary” in the “Summary Compensation Table”). An employee may also elect from various
joint, survivor, lump sum and annuitant provisions that would change the above amounts. Social
Security benefits would be in addition to the amounts received under Delta’s pension plan.

Mr. Jennings and Mr. Heath have nineteen years and fourteen years, respectively, of credited
service in the plan.

Employment Contract and Termination of
Employment and Change in Control Agreement

Delta entered into an agreement with Mr. Jennings on May 31, 1995. The agreement provides
for Mr. Jennings’ employment in his present capacity through November 30, 2000, and such
agreement continues on a year-to-year basis thereafter. This agreement provides for the termi-
nation of Mr. Jennings’ employment in the event of his death or incapacity or for cause. In
addition, Mr. Jennings may terminate his employment following a change in control if he deter-
mines in good faith that, due to the change in control, either his continued employment is not in
Delta’s best interests or he is unable to carry out his duties effectively. A change in control is
defined as a change in control that would be required to be reported under Regulation 14A of
the Securities and Exchange Act of 1934 or an acquisition by any person or entity of twenty
percent or more of Delta’s issued and outstanding voting Common Stock.

Under the agreement, if Delta terminates Mr. Jennings without cause, or if Mr. Jennings termi-
nates his employment under the agreement following a change in control because he deter-
mines in good faith that his continued employment is not in Delta’s best interests or that he is
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unable to carry out his duties effectively, then in any such instance Delta is required to continue
to pay Mr. Jennings as severance pay an amount equal to his salary for the number of years
remaining under the agreement, but in no event less than three years. Mr. Jennings’ current
yearly salary is $154,500. In addition, in all such cases the agreement provides for the continu-
ance, at not less than present levels, of Mr. Jennings’ employee benefit plans and practices,
including the retirement plan, 401-K Plan, stock purchase plan, life and accidental death and
dismemberment insurance, company furnished automobile and office, vacation plan, and medi-
cal, dental, health, and long term disability plans, and the agreement obligates Delta to forgive
any unpaid principal outstanding on a loan made to him (see “Certain Relationships and Re-
lated Transactions” for a description of this loan).

If, as described above, Mr. Jennings elects under the terms of the agreement to terminate his
employment following a change in control, he has, in addition to the rights described in the
immediately preceding paragraph, the right to a lump sum payment for all such amounts due to
him under the agreement as salary.

Delta also has agreed to indemnify Mr. Jennings for actions taken by him in good faith while
performing services for Delta and has agreed to provide liability insurance for lawsuits and to
pay legal expenses arising from any such proceedings.

On December 1, 1985, Delta entered into an agreement with Mr. Heath. The terms of the agree-
ment will become effective with a change in control while Mr. Heath is employed by Delta. For
the purpose of the agreement, a change in control will be deemed to take place upon the
happening of either of the following events: (a) the acquisition by anyone of ten percent of
Delta’s issued and outstanding voting Common Stock followed by either (i) a change in the
majority of the Board of Directors of Delta as it existed on December 1, 1985, as a result of a
Shareholders’ meeting involving a contest for the election of Directors or (ii) the termination
without cause of Harrison D. Peet as Chairman of the Board of Delta; or (b) the election at any
time of two or more Directors whose election is opposed by a majority of Delta’s Board of
Directors as it existed on December 1, 1985.

The agreement provides that Mr. Heath may continue in the employment of Delta in his custom-
ary position for a period of three years immediately following a change in control. During this
time he would receive compensation consisting of (i) a base salary which would be not less than
the annual rate in effect on the day before the change in control, with such increase as may
thereafter be awarded in accordance with Delta’s regular compensation practices; and (ii) in-
centive and bonus awards not less than the annualized amount of any such awards paid to him
for the twelve months ending on the date of a change in control. in addition, his agreement
provides for the continuance, at not less than present levels, of employee benefit plans and
practices, including the retirement plan, 401-K Plan, stock purchase plan, life and accidental
death and dismemberment insurance, company furnished automobile and office, vacation plan
and medical, dental, health and long-term disability plans.

Under the agreement, if Mr. Heath is terminated by Delta without cause during the three year
period immediately following a change in control, his compensation and benefits and service
credits under the employee benefit plans will be continued for the remainder of the period, but in
no event for less than two years following termination of employment. The current yearly base
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salary of Mr. Heath is $100,700. If Mr. Heath determines that in good faith he cannot continue to
fulfill his responsibilities as a result of a change in control, then that is to be considered termina-
tion without cause. Further, Delta has agreed to indemnify Mr. Heath for actions taken by him in
good faith while performing services for Delta and has agreed to provide liability insurance for
lawsuits and to pay legal expenses arising from any such proceedings.

Security Ownership Of Certain
Beneficial Owners and Management (1)

Amount and Nature

Of Beneficial Percent Of
Name Of Owner Ownership(2)(3)(4) Stock
Donald R. Crowe 3,965 *

(1,365 shares jointly owned)

Jane Hylton Green 7,791 *
(715 shares jointly owned)

Billy Joe Hall 3,974 *

John D. Harrison 11,012 *
(10,010 shares jointly owned)

Glenn R. Jennings 6,616 *

Harrison D. Peet (5) 18,156 *

Virgil E. Scott 12,542 *

Henry C. Thompson 4,411 *

Arthur E. Walker, Jr. (6) 14,057 *
(4,904 shares jointly owned)

All Directors, Officers 91,467 3.8%

and Nominees, as a (17,014 shares jointly owned)

Group (13 persons)
* Less than 1%.

(1) The only class of stock issued and outstanding is Common Stock.
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(2) Under the terms of Delta’'s Employee Stock Purchase Plan, all Officers and employees (with
certain limited exceptions) have the right to contribute 1% of their July 1, 1998 annual
salary level on a monthly basis. At the end of fiscal 1999, Delta will issue its Common
Stock, based upon 1999 contributions, using an average of the last sale price of Delta’s
stock as quoted in the National Association of Securities Dealers Automated Quotation
National Market System at the close of business for the last five business days in June,
1999, and will match those shares so purchased. If employees cease to participate in the
plan prior to year end, their contributions will be returned with no matching Company por-
tion. The continuation and terms of the plan are subject to approval by Delta’s Board of
Directors on an annual basis. As a result, all the persons listed who are Officers (Directors, |
however, have no rights under this plan, unless they are also Officers) have the right to
participate in the Plan in 1999. Stock acquired pursuant to the Plan during fiscal 1999 will
not be issued until July, 1999. Accordingly, ownership figures in the above table do not
include shares to be issued under the Plan for fiscal 1999.

‘ (3) The persons listed, unless otherwise indicated in this column, are the sole beneficial
owners of the reported securities and accordingly exercise both sole voting and sole invest-
ment power over the securities.

(4) The figures, which are as of August 1, 1998, are based on information supplied to Delta by
its Officers and Directors.

(5) The listed shares include 15,000 shares held by Mr. Peet’s wife in a voting trust, which is
administered and voted by Mr. Peet.

(6) The listed shares include 4,154 shares held by Mr. Walker as guardian for his children and
749 shares held by his wife.

Appointment of Auditors

Arthur Andersen LLP, upon recommendation of the Audit Committee and approval by Delta’s
Board of Directors, was appointed independent public accountants and auditors in connection
with Delta’s accounting matters and made an annual audit of the accounts of Deita and its
subsidiary companies for the fiscal year ending June 30, 1998. Arthur Andersen LLP have been
auditors for Delta since 1962 and, both by virtue of their long familiarity with Delta’s affairs and
their ability, are considered to be well qualified to perform this important function. Representa-
tives of Arthur Andersen LLP are expected to be present at the Annual Meeting of Shareholders,
and they will have an opportunity to make a statement, if they so desire, and will be available to

‘ respond to questions.
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Certain Relationships and Related Transactions

Delta has an agreement with Glenn R. Jennings, President and Chief Executive Officer and a
Director of Delta, under the terms of which Mr. Jennings received a secured loan of $136,000.
The agreement provides that interest is to be paid by Mr. Jennings at the annual rate of 8%,
payable monthly, with Delta forgiving $2,000 of the principal amount for each month of service
Mr. Jennings completes. The outstanding balance on this loan was $106,000 as of August 31,
1998. The maximum amount outstanding during fiscal 1998 was $134,000.

Shareholders’ Proposals

Proposals of security holders intended to be presented at Delta’s 1999 annual meeting must be
received by Delta no later than June 15, 1999, in order to be included in Delta’s proxy statement
and form of proxy related to that meeting.

Financial Statements

Delta’s 1998 Annual Report to Shareholders containing financial statements will precede or
accompany the mailing of this proxy to Common Shareholders.

Section 16(a) Beneficial Ownership Reporting Compliance

In accordance with Section 16(a) of the Securities Eschange Act of 1934 and Securities and
Exchange Commission regulations, the Company’s directors, certain officers, and persons who
own greater that 10 percent of the Company’s equity securities are required to file reports of
ownership and changes in pwnership of such equity secutities with the Securitites and Ex-
change Commission and the principal national securities exchange on which such equity
secutities are registered, and to furnish the company with copies of all such reports they file.
Based solely on its review of copies of such reports received or written representations from
certain reporting persons, the Company believes that during fiscal 1998 all filing requirements
applicable to their respective directors, officers, and 10 percent shareholders were satisfied.

Other Matters

Management is not aware of any other matters to be presented at the meeting of Shareholders
to be held on November 19, 1998. However, if any other matters come before the meeting, it is
intended that the Holders of proxies solicited hereby will vote such shares thereon in their
discretion.

As of the close of business on October 5, 1998, the record date fixed for determination of voting
rights, Delta had outstanding 2,387,989 shares of Common Stock, each share having one vote.
A majority of the shares entitled to be cast on a matter constitutes a quorum for action on that
matter. Once a share is represented for any purpose at the meeting, it will be deemed present
for quorum purposes for the remainder of the meeting and any adjournment of the meeting
(unless a new record date is set). If a quorum exists, action on a matter (other than the election
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of Directors) will be approved if the votes cast favoring the action exceed the votes cast oppos-
ing the action, unless a higher vote is required by law.

Under applicable Kentucky law, each Common Shareholder of Delta is entitled to vote cumula-
tively for the election of Directors. This means that each Common Shareholder has the right to
give one Nominee votes equal to the number of Directors to be elected multiplied by the number
of shares of Common Stock the Shareholder owns or to distribute such votes among two or
more Nominees as the Shareholder desires. The three nominees for Director receiving the
highest number of votes will be elected.

There are no conditions precedent to the exercise of cumulative voting rights.

Shares represented by a limited proxy, such as where a broker may not vote on a particular
matter without instructions from the beneficial owner and no instructions have been received
(i.e., “broker non-vote"), will be counted to determine the presence of a quorum but will not be
deemed present for other purposes and will not be the equivalent of a “no” vote on a proposi-
tion. Shares represented by a proxy with instructions to abstain on a matter will be counted in
determining whether a quorum is in attendance. An abstention is not the equivalent of a “no”
vote on a proposition.

Under Kentucky law, there are no appraisal or similar rights of dissenters with respect to any
matter to be acted upon at the Shareholders’ meeting.

Any stockholder may obtain without charge a copy of Delta’s Annual Report on Form 10-K, as
filed with the Securities and Exchange Commission for the year ended June 30, 1998, by sub-
mitting a request in writing to: John F. Hall, Vice President - Finance, Secretary and Treasurer,
Delta Natural Gas Company, Inc., 3617 Lexington Road, Winchester, KY 40391.

The above Notice and Proxy Statement are sent by order of the Board of Directors.
John F. Hall
Vice President - Finance,

Secretary and Treasurer

October 12, 1998
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. 44. Please provide a copy of all proxy and other materials sent to Delta Natural Gas
Company’s stockholders for the year 1998 and for the period January through May,
1999.

RESPONSE:

See Nxcted

Also, see Items 2 and 3 of the data request.

WITNESS: John Hall







45. Please provide a copy of all studies performed by Delta or by its Consultants which
show that an appropriate capital structure for Delta should contain 60% equity.

RESPONSE:

No studies were performed.

WITNESS: Steve Seelye




‘ 46.  Does Delta have any preferred stock outstanding? If the answer is yes, please
\ ' provide for each series that is outstanding, the principal amount in the series, the

dividend rate or amount, and the payment dates.

RESPONSE:

No.

WITNESS: John Hall




47.  Please provide the fiscal year-end consolidated capital structure for Delta Natural
Gas Company, including all subsidiary companies, showing the amount and

percentage of long-term debt, short-term debt, preferred stock, and common equity
for each year 1995 through 1998.

RESPONSE:

See attached.

WITNESS: John Hall




Fiscal Year End Consolidated Capital Structure

Long-Term Debt
Short Term Debt

Common Equity

AG 47

1998 1997 1996 1995
54,402,494 63.19% 40,095,460 49.85% 25,673,716 51.98% 24,759,900 46.76%
1,875,000 2.18% 10,865,000 13.51% - 0.00% 5,675,000 10.72%
29,810,294 34.63% 29,474,469 36.64% 23,628,323 48.02% 22,511,513 42.52%
86,087,788 100.00% 80,434,929 100.00% 49,202,039 100.00% 52,946,413  100.00%
6/9/gaR 28 AM







48. Please provide the fiscal year-end company only capital structure for Delta Natural
Gas Company, which excludes subsidiary companies, showing the amount and

percentage of long-term debt, short-term debt, preferred stock, and common equity
for each year 1995 through 1998.

RESPONSE:

See attached.

WITNESS: John Hall




Fiscal Year End Company Only Capital Structure

Long-Term Debt
Short Term Debt

Common Equity

AG 48

1995

1998 1997 1996
54,402,494 64.16% 40,095,460 50.70% 25,573,716 53.48%
1,875,000 2.21% 10,865,000 13.74% - 0.00%
28,510,448 33.63% 28,130,574 35.57% 22,245,222 46.52%

24,759,900  48.05%
5,675,000 11.01%

21,089,988  40.93%

84,787,942 100.00%

79,091,034 100.00%

47,818,938 100.00%

51,524,888 100.00%

6/9/98a8:28 AM







49. Please provide a brief description, which includes the principal amount, of each debt
. obligation of subsidiary companies, joint ventures, or other businesses enterprises
engaged in by Delta Natural Gas Company.

RESPONSE:

All current debt obligations are explained in the Notes to Consolidated Financial
Statements in Delta’s 1998 Annual Report.

WITNESS: John Hall




50. Please provide Delta Natural Gas Company’s average daily amount of short-term
' debt outstanding for the years 1995, 1996, 1997, and 1998.

RESPONSE:

See attached.

WITNESS: John Hall




AVERAGE DAILY BALANCE OF SHORT TERM DEBT

Weighted Balances
1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

Total

Average Daily

6/30/98
1,159,785,000
1,669,640,000
1,494,315,000

24,760,000

6/30/97
374,110,000
476,650,000
619,130,000
689,540,000

6/30/96
674,785,000
1,048,885,000
1,148,295,000
1,416,140,000

AE 50

6/30/95
395,085,000
666,460,000
513,350,000
381,465,000

4,348,500,000

11,913,698.63

2,159,430,000

5,916,246.58

4,288,105,000

11,748,232.88

1,956,360,000

5,359,890.41



51. Please provide Delta Natural Gas Company’s average daily interest rate on the
amount of short-term debt outstanding for the years 1995, 1996, 1997, and 1998.

RESPONSE:

See attached.

WITNESS: John Hall




AVERAGE DAILY INTEREST OF SHORT TERM DEBT

FERSRIRON

AG 5]

; S AR S

Weighted Balances 6/30/98 6/30/9 /30/96 6/30/95

1st Qtr 624.2200 580.2200 618.7850 522.4200
2nd Qtr 621.6850 601.2200 631.0050 585.8700
3rd Qtr 588.4600 588.1500 604.5350 612.8450
4th Qtr 626.5350 612.4350 585.6350 639.9850
Total 2460.9000 2382.0250 2439.9600 2361.1200
Average Daily 6.7422 6.5261 6.6848 6.4688




52.  Please provide a copy of all studies performed by Delta of by its Consultants which
show that its cost of equity has not changed from the range of 11.1% to 12.1%
which the Commission found to be reasonable in the Order from Case No. 97-066
issued on Decémber 8, 1997.

RESPONSE:

Thete wete no such studies prepared in connection with this filing.

WITNESS: Steve Seelye




53.  Please provide a copy of all studies performed by Delta or by its Consultants where
. the proposed alternative regulation plan was tested using actual data and which were
not already included in Schedules A, B and C that wete included in the Direct
Testimony.
RESPONSE:

There were none.

WITNESS: Randall Walker







54.  Please provide a copy of all studies which were performed by Delta or by its
Consultants which examined the effect of the proposed alternative regulation plan
on the risk premium that is embedded in the cost of equity.

RESPONSE:

No studies were performed.

WITNESS: Steve Seelye




55. Please provide a copy of the Rate Stabilization and Equalization Plan which was
developed for Alabama Power Company in response to the Alabama Supreme Court
Order and adopted for the Alabama Gas Company. This is the plan that is referred
to in the first full paragraph on page 9 of the February 5, 1999 letter to Ms. Helen C.
Helton, Executive Director of the Kentucky PSC that is shown in Seelye Exhibit L.

RESPONSE:

See Delta’s response to item 20(a) of the Commission’s data request.

WITNESS: Steve Seelye




56.  Please provide a copy of the July 31, 1998; February 14, 1997, and March 28, 1997
Gas Utility Reports referred to in footnote 5 on page 9 of the February 5, 1999 letter
to Ms. Helen C. Helton, Executive Director of the Kentucky PSC that is shown in
Seelye Exhibit 1. Also provide a copy of the March 19, 1997 Gas Daily referred to in
that same footnote.

RESPONSE:

See item 19 of the Commission’s data request.

WITNESS: Steve Seelye







57. Please explain the reasons for setting a 1.50% band around the actual non-gas supply
O & M expenses per customer for making comparisons to the Indexed O & M
Expenses per customer.

RESPONSE:
The 1.50% band around the actual non-gas supply O& expenses per customer ts used in

order to provide for a reasonable amount variation in the operation and maintenance
expenses.

WITNESS: Steve Seelye







58. Please provide all studies, including the work papers and sensitivity analysis in which
other percentage bands have been tested, which have been performed using the
1.50% band around the non-gas supply O & M expenses per customer.

RESPONSE:

No studies were performed.

WITNESS: Steve Seelye




59.  Please provide an analysis, using actual data from each year for the five years 1994
through 1998, the manner by which the 1.50% band around the non-gas supply
OB&M expenses per customer would operate. In the analysis, assume that the non-
gas supply O&M expenses per customer that occurred in 1993 represent the base for
the “Indexed O&M Expenses.” In the analysis, please provide all work papers and
data sources.

RESPONSE:

See attached.

WITNESS: Randall Walker
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60.  With reference to Delta’s 2/5/99 transmittal letter to the PSC, pp. 2-3.

a. Admit or deny that traditional regulation, as that term is used by Delta, continues to
be a reasonable method for the setting of rates consistent with regulatory practice in
Kentucky.

b. If the answer to a) is anything but an unqualified admission, please provide an

explanation of why traditional regulation is unreasonable as applied to the
determination of Delta’s rates, along with all evidence and numerical proof that
traditional regulation has become an unreasonable basis for the setting of Delta’s
rates.

RESPONSE:

Traditional regulation is certainly consistent with regulatory practice in Kentucky and
continues to be a reasonable method for setting rates. However, this in no way suggests that
an alternative regulatory framework would not (1) satisfy the Commission’s obligation of
ensuring fair, just and reasonable rates, (2) provide incentives to Delta to control its costs, (3)
or provide greater stability in Delta’s earnings.

WITNESS: Steve Seelye




61. Is Delta proposing to eliminate traditional regulation in the State of Kentucky as a
basis for the setting of Delta” rates? Or is Delta proposing an additional regulatory
approach for Commission consideration? Explain.

RESPONSE:

Delta is not proposing to eliminate traditional regulation. Rather, Delta is proposing an
alternative to traditional regulation on an experimental basis for three years.

WITNESS: Steve Seelye




62.  During the proposed experimental period, would rates based on the proposed
Alternative Regulation Plan (ARP) be collected subject to refund?

RESPONSE:

No.

WITNESS: Steve Seelye







63. If the range or zone of reasonableness of a fair rate of return for Delta were to
change during the ARP experimental period, how would that cost change affect
Delta rates under the ARP? What mechanism would effectuate a change in Delta’s
rates related to any change in Delta’s fair rate of return during the experimental
period.?

RESPONSE:

Any change in the rate of return range would apply prospectively in calculating earnings for
purposes of applying the mechanism. Any change in the rate of return range would be
effectuated by an Order of the Commission and would apply prospectively from the date of
the Order.

WITNESS: Steve Seelye




64.  If a traditional regulatory process were to be commenced during any period in which
Delta’s rates were set on the basis of its proposed ARP, when, in the Company’s
opinion, would its rates be changed consistent with PSC findings, conclusions and
Order? At the time of the initiation of the traditional regulatory proceeding? At the
time of the Order? Other? Explain.

RESPONSE:

As of the effective date set forth in the Commission’s Order or by operation of law at the
end of any suspension period.

WITNESS: Steve Seelye




65.  Would the Actual Adjustment Factor, among other things, be larger if the review
period rate of return was lower due to revenues being lower because review period
weather was warmer than normal? If the answer is no, please explain what ARP

features prevent the effects of weather on revenues from affecting the magnitude of
the ARMAC.

RESPONSE:

The AAF would provide recovery of Delta’s fixed costs, including a reasonable return on
equity and associated income taxes. To the extent that Delta does not recover these fixed
costs, for example, because of below normal temperatures, then Delta would be allowed to
recover any deficiency subject to the constraints of the mechanism.

WITNESS: Steve Seelye







66. Does the Company claim that any non-gas supply O & M expenses are not
controllable by management? If yes, please indicate which non-gas supply expenses
the Company believes are not controllable by management, and explain why they are
not within management’s control.

RESPONSE:

The company does not claim that there are any O & M expenses not controllable to
some extent by management. It is management’s role to operate as efficiently as
possible while providing safe, reliable service.

Some items of O & M, such as salaries and benefits, are more fixed in nature if job
requirements and work loads do not vary significantly. Decisions on staffing levels
and pay adjustments require management judgment. Pay and benefits must be
reasonably competitive to prevent costly turnover. Many O & M expenses require
the informed judgment of Delta’s management. But, O & M expenses are required
to operate at certain levels of service, and thus vary little with increased or decreased
demand due to seasonality or temperature. Gas costs are also based more on supply
and demand, which can be impacted by weather, for wellhead pricing of gas.

WITNESS: John Hall




. 67. Please provide the number of customers, by customer class, at the end of each year
from 1989 to present.

RESPONSE:

See attached.

WITNESS: John Hall .




b

Delta Natural Gas Company

Average Number Customers Fiscal Year - 1991-1998

1991
1992
1993
1994
1995
1996
1997
1998

26,073
26,700
27,474
28,221
29,054
29,969
31,104
31,953

4,132
4,182
4,246
4,347
4,418
4,554
4,764
2,381

2,492

4,132
4,182
4,246
4,347
4,418
4,554
4,764
4,873

64
70
70
77
73
73
73
70

30,269
30,952
31,790
32,645
33,545
34,596
35,941
36,896

AG -1




. 68. Please provide all information in the Company’s possession that indicates the
percentage of new residential construction central heating by type of fuel or
equipment.
RESPONSE:

See attached.

WITNESS: John Hall




DELTA NATURAL GAS COMPANY
NEW CUSTOMER REPORT

YEARLY TOTALS FOR 1998

RESIDENTIAL-NEW CONSTRUCTION

NEW METER

WATER WATER
BRANCH SETS HEATING| HEATING | STOVE | DRYER | FIREPLACE | GRILL | LIGHT | HEATING %

Owingsville 25 25 9 6 2 7 0 0 36%
Berea 108 94 37 14 4 45 1 7 34%
Nicholasville 221 214 134 2 2 70 0 0 61%
Stanton 82 81 50 17 2 4 0 0 61%
London 55 50 13 3 3 8 1 0 24%
WIlliamsburg 11 11 1 3 0 0 0 0 9%

Barbourville 47 47 5 13 7 0 2 0 11%
Middlesboro 8 5 3 1 1 3 1 0 38%
Corbin 133 ‘_mw 35 15 1 15 0 0 26%
Manchester 25 23 4 4 0 3 0 0 16%
TOTALS 715 674 291 78 22 155 5 7 41%




‘ 69. What is Delta’s fiscal year?

RESPONSE:

June 30 year end. -

WITNESS: John Hall -




Delta Natural Gas Company, Inc.
Explanation of Major Variances
for the years 1998 and 1997

AG 70

September 30, 1996

Revenues

The increase in operating revenues is due primarily to the expansion of our customer base. Revenues for
industrial and commercial customers were 168% and 24% respectively. Since the first quarter of the fiscal
year is during the summer months the weather does not influence usage.

Expenses

As revenues increase so will the operating expenses. As more gas is consumed the cost of purchased gas

will increase, thus raising operating costs. In addition to operating expenses, interest expense on long-term
debt was higher than budgeted. This is due to increased borrowings during this time frame.

December 31, 1996

. Revenues

During the six months ended December 31, 1996, operating revenues were slightly higher than the
budgeted-amounts. The increase is a result of a higher cost of gas, so the rates billed to Delta’s customers
reflect the higher cost of gas.

Expenses

Gas cost was 25% higher than the budgeted amount. This is due to an increase in the cost of purchasing
gas. Federal income taxes were 82% higher than budgeted. This variation is explained by a slightly higher
income than budgeted. Also, interest on long-term debt was higher than budgeted because of additional
borrowings.

March, 31, 1997

Revenues

Operating revenue was 19% higher than originally budgeted. This is due in part to an increase in the cost of
gas that is recaptured through billings to Delta’s customers. The increase of revenues was partially offset by
a warmer winter. For the nine months ended March 31, 1997, degree days were only 87% of the thirty year
average which Delta’s budgets are based upon.

Expenses

Purchased gas expense was 43% higher than the budgeted amount. As stated above, the cost of gas was
higher than originally budgeted. This increase in the-cost of gas was partially offset by purchasing less gas
than originally budgeted due to the warmer winter weather.




Federal income taxes were only 69% of the budgeted amount. This is caused by a lower net income than
what was budgeted.

June 30, 1997

Revenues

Operating revenues were 28% higher than budgeted. This is due in part to a higher cost of gas, which is
recaptured through the rates Delta bills its customers. Additionally, on-system transportation volumes were
higher than budgeted causing a 19% increase over the amount budgeted.

Expenses

As discussed above the cost to purchase gas was higher in 1997. Although purchased gas expense was 64%
higher than budgeted, warmer winter weather curbed consumption.

Operation and maintenance expenses were 2% and 26% higher due to increases in payroll and related
benefits.

Depreciation Expense was 2% higher than budgeted due to extra additions of depreciable plant.

Income taxes were 86% higher than budgeted. This is due to increased income.

September 30, 1997

Revenues

Operating revenues for the three months ended September 30, 1997 were 16% higher than budgeted. This
is due to an increase in volume of on-system sales.

Expenses

Purchased gas expense was 22% higher than budgeted. This is due to an increase in customer usage,
especially by Resource customers.

Maintenance expense was 44% higher than budgeted. The variation can be explained by increases in .
payroll and related benefits.

Taxes other than income were 15% higher than budgeted. This is due to higher property taxes because of
increased plant and propeity valuations and increased payroll taxes because of increased wages.

December 31, 1997

Revenues

The six months ended December 31, 1997 were warmer than the thirty-year average. Billed degree days -
were only 84% of the average, which Delta based its budget on. This accounts for the actual resuits being
lower than budgeted. Part of the decrease due to residential usage was offset by an increase in on-system

usage.




Expenses

Because of lower sales, due to warmer weather, gas cost was only 88% of the amount originally budgeted.

Taxes other than income were 15% higher than budgeted. This is due to higher property taxes because of
increased plant and property valuations and increased payroll taxes because of increased wages.

March 31, 1998

Revenues

With degree days only being 85.2% of the thirty-year average, operating revenues were lower than
expected.

Expenses

Purchased gas expense was only 87.4% of the budgeted amount. This decrease in expense is due to the
warmer weather, which caused lower volumes of sales.

Maintenance expense was 19% higher than budgeted. The variation can be explained by increases in
payroll and related benefits.

Taxes other than income were 15% higher than budgeted. This is due to higher property taxes because of
increased plant and property valuations and increased payroll taxes because of increased wages.

June 30, 1998

Revenues

For the fiscal year ended June 30, 1998, Delta Natural Gas Company reported net earnings of $2,451,539.
This amount was 71% higher than the budgeted amount of $1,431,300. One of the major reasons for the
difference is due to a rate change effective in 1998 not reflected in the budgeted amount.

The increase in operating revenue reflects both a rate change, as well as an increase in usage. On system
and off system customer usage was 25% and 21% higher than budget, respectively. The increase in usage
is due to expanding our current customer base, contrasted with what was originally budgeted. The increase
in operating revenue includes $200,000 of additional revenue caused by a non-recurring change.

Expenses
Budgeted degree days are based upon the thirty year norm. Due to a warmer winter, actual degree days
were only 93% of the norm. This deceased per customer usage, but gas cost increased due to rising gas

prices.

The increase on interest on long-term debt during 1998 was due primarily to the issuance of $25 million of
7.15% Debentures in March, 1998.

Income taxes for 1998 were higher due to the higher net income as discussed above.
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71.

With reference to the cover letter to Ms. Helen C. Helton accompanying Delta’s
Application at page 3, the first bullet item: If the ARP mechanism ensures that
Delta’s rate of return falls within the range authonized by the Commission, as
claimed, please explain with specificity exactly what events would trigger the filing of
a traditional regulatory proceeding initiated by the Company. Please be exhaustive in
identifying the requested events.

RESPONSE:

If the alternative regulation plan is approved as filed, we would not anticipate filing a
traditional rate case. Events that could precipitate a filing would include: (1)
possible litigation, (2) receiving an order in the current proceeding that does not
provide a reasonable assurance of earning a fair, just and reasonable rate of return,
and (3) a delay in the current proceeding that could result in a further deterioration
of Delta’s financial condition.

WITNESS: John Hall




4/

72. Referring to the Application cover letter to Ms. Helen C. Helton, page 4, and the
second fully completed bullet item alleging cost savings to the utility:

c. Define and explain in detail exactly what Delta’s opinion is regarding what a “likely
comprehensive 3-year review” is.

d. Would a fair rate of return applicable to Delta be at issue in the 3-year review?

e. If the answer to b) is yes, would a change in the Commission-determined fair rate of
return be effective only prospectively? If yes, why?

. In a 3-year review, could the Commuission find that a fair rate of return for Delta had
gone down for the last 2 years of the review period? If not, why not? If yes, are the
review period revenues collected subject to refund?

g What Commission rules and procedures would apply to a 3-year review? Who bears

-~ the burden of proof? What time schedules apply? What notice requirements apply?
Where in Delta’s application or testimony are procedures for the likely 3-year review
found and discussed?

h. In Delta’s opinion, should the Commission approve the proposed ARP prior to
determining procedures applicable to a likely 3-year review? If yes, what is Delta’s
proposal for establishing the filing requirements and the Kentucky administrative
regulations and the rules and ‘regulations that would be applied to and followed in
the 3-year review proceeding?

RESPONSE:

C. See Delta’s response to item 8 of the Commission’s data request.

d. Yes, unless the parties can agree to a rate of return range.

e. Yes. The mechanism needs to provide an assurance of what the rate of return range
will be while the mechanism is in operation. Nothing would preclude the AG, Delta,
or any other party with a legitimate interest to propose a change in the rate of return
range to operate on a prospective basis.

. No. See Response to (e).

g The Commission would ultimately make these determinations. However, in our

opinion, the same rules and procedures, burden of proof, notice requirements, etc.
that currently apply to the GCR and other cost recovery mechanisms would apply to
the alternative regulation plan.




1’.{

h. The procedures are set forth in the rate schedules describing the mechanism and are
similar to procedures currently used in gas supply cost recovery mechanisms and
other cost recovery mechanisms.

WITNESS: Steve Seelye




73. Please explain what opportunities exist for typical PSC Staff and other intervenors in
Delta’s traditional rate cases to provide comment on and affect the utility’s financial
budget submitted to Delta’s Board of Directors for approval.

RESPONSE

No such opportunity currently exists under the traditional regulatory framework for the PSC
staff or other parties to comment on and affect the utility’s proposed financial budget
submitted to its Board of Directors for approval.

WITNESS: Steve Seelye







74.  Please explain the procedural steps the Commission must go through, in the
Company’s opinion, to determine the filing requirements and the rules of procedure
that will apply to the contemplated 3-year review.

RESPONSE:

We anticipate that rules of procedure applicable to the 3-year review will be established in
the current proceeding.

WITNESS: Steve Seelye




75.  Referring to the Application cover letter to Ms. Helen C. Helton at page 9; Please
provide a copy of the two referenced Alabama PSC court cases.

RESPONSE:
The referenced court cases were reviewed using an on-line legal search service. Delta does

not have a copy of these documents. However, as time permits, these orders will be

provided.

WITNESS: Steve Seelye




76. Referring to the Application cover letter to Ms. Helen C. Helton at pages 9-10;:
Please provide a copy of all Alabama Gas Company documents in the Company’s
possession related to Alagasco’s RSE Plan that were utilized by Delta in fashioning
its proposed ARP.

RESPONSE:

See Delta’s responses to item 20 and item 32 of the Commission’s data request.

WITNESS: Steve Seelye




77. Referring to the proposed Experimental Alternative Ratemaking Mechanism tariff:
Where, in this tariff, is it stated that the term of the rate schedule is for a three-year
period? If there is no such term in the tariff, please explain why not.

RESPONSE:

The rate schedule is designated an “Experimental Alternative Ratemaking Mechanism.” We
expect the Order to state what the experimental period will be. However, we have no
objection to a statement being included in the tariff which specifies that the experiment 1s
for a period of three years beginning with the effective date of the tariff.

WITNESS: Steve Seelye




78.  The ULROE and LLROE defined in the proposed tariff create a bandwidth 50 basis
points above and 50 basis points below the authorized return. The application notes
the Commission determined a 100 basis point reasonable return on equity range. Is
the 100 basis point range included in the proposed tariff based on the Commission
having defined a 100 basis point range? If the Commission were to find at a later

date that say, an 80 basis point range around a new rate of return were reasonable,
does Delta propose to retain its 100 basis point ULROE/LLROE definition? Why?

RESPONSE:

The 100 basis point range was based on the fact that the Commission defined a 100 basis
point range in Delta’s last rate case. If the Commission were to find that a more narrow
band is reasonable, Delta would not propose to retain the 100 basis point range.

WITNESS: Steve Seelye




79.  Reference Mr. Hall’s testimony at page 3, line 6. Please provide whatever numerical
calculations the Company has developed which support Mr. Hall’s testimony that the
ARP benefits Delta’s customers. Please provide all supporting workpapers.

RESPONSE:

No such numerical calculations have been performed.

WITNESS: Steve Seelye




SCHEDULE A

| Derivation of -
Annual Adjustment Component
SR AAC




DERIVATION OF ANNUAL ADJUSTMENT COMPONENT - (AAC)

The AAC adjusts rates upward or downward to compensate for expected
. departures from the Company's authorized return on common equity

AAC Period - July 1, 1995 through June 30, 1996
Filing Date - June 1, 1995

Schedule A
Page 1

Authorized Return on Common Equity 11.60%
Budget Equity 12 mos. avg. - pages 1 & 6 of Analysis $ 20,588,193
Budget Net Income Available for Common - page 1 of Analysis $ 1,784,600
Budget Return on Equity - also on page 6 of Analysis 8.67%
Annual Revenue 12 mos. prior to budget year - page 6 of Analysis $ 27,912,362
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
Calculated Return-based Revenue Deficiency or (Excess) - also on page 6 of Analysis $ 996,830
AAC Limitation (5% of prior year's revenue) - also on page 6 of Analysis $ 1,395,618
AAC Amount to be Charged or (Credited) - also on page 7 of Analysis - [ $ 996,830 |
Net Budget Revenue During AAC Period - pags 2 of Analysis
. Residential $ 8,483,735
Commercial 4,524,710
Industrial 2,731,855
Total $ 15,740,300
Amount to be Charged or (Credited) - aiso on page 7 of Analysis
Residential $ 537,273
Commercial 286,549
Industrial 173,008
Total $ 996,830
Budgeted Mcf During AAC Period - page 1 of Analysis
Residential 2,565,800
Commercial 1,441,300
Industrial 1,594,600
Total 5,601,700
AAC Surcharge or (Credit) per Mcf - also on page 7 of Analysis
Residential $ 0.2094
Commercial $ 0.1988
Industrial $ 0.1085




DERIVATION OF ANNUAL ADJUSTMENT COMPONENT - (AAC)

The AAC adjusts rates upward or downward to compensate for expected
departures from the Company's authorized return on common equity

AAC Period - July 1, 1996 through June 30, 1997
Filing Date - June 1, 1996

Authorized Return on Common Equity 11.60%
Budget Equity 12 mos. avg. - pages 1 & 6 of Analysis $ 24,684,480
Budget Net Income Available for Common - page 1 of Analysis 778,850
Budget Return on Equity - also on page 6 of Analysis 3.16%
Annual Revenue 12 mos. prior to budget year - page 6 of Analysis $ 30,711,266
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
Calculated Return-based Revenue Deficiency or (Excess) - also on page 6 of Analysis $ 3,442 407
AAC Limitation (5% of prior year's revenue) - also on page 6 of Analysis $ 1,535,563
AAC Amount to be Charged or (Credited) - also on page 7 of Analysis [$ 1,535,563 |
Net Budget Revenue During AAC Period - page 2 of Analysis :
Residential $ 8,684,294
Commercial 4,634,108
Industrial 2,962,199
Total $ 16,280,600
Amount to be Charged or (Credited) - also on page 7 of Analysis
Residential $ 819,090
Commercial 437,083
Industrial 279,390
Total $ 1,635,563
Budgeted Mcf During AAC Period - page 1 of Analysis
Residential 2,626,700
Commercial 1,478,200
Industrial 1,739,300
Total 5,844,200
AAC Surcharge or (Credit) per Mcf - aiso on page 7 of Analysis
Residential $ 0.3118
Commercial $ 0.2957
Industrial $ 0.1606
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DERIVATION OF ANNUAL ADJUSTMENT COMPONENT - (AAC)

The AAC adjusts rates upward or downward to compensate for expected
departures from the Company's authorized return on common equity

AAC Period - July 1, 1997 through June 30, 1998
Filing Date - June 1, 1997

Authorized Return on Common Equity 11.60%
Budget Equity 12 mos. avg. - pages 1 & 6 of Analysis $ 22,795,707
Budget Net Income Available for Common - page 7 of Analysis 875,900
Budget Return on Equity - also on page 6 of Analysis 3.84%
Annual Revenue 12 mos. prior to budget year - page 6 of Analysis $ 36,116,328
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
Calculated Return-based Revenue Deficiency or (Excess) - also on page 6 of Analysis $ 2,920,324
AAC Limitation (5% of prior year's revenue) - also on page 6 of Analysis $ 1,805,816
AAC Amount to be Charged or (Credited) - aiso on page 7 of Analysis | $ 1,805,816 |
Net Budget Revenue During AAC Period - page 2 of Analysis
Residential $ 8,244,899
Commercial 5,060,025
Industrial 2,634,696
Total $ 15,939,620
Amount to be Charged or (Credited) - also on page 7 of Analysis
Residential $ 934,073
Commercial 573,256
Industrial 298,488
Total $ 1,805,816
Budgeted Mcf During AAC Period - page 7 of Analysis
Residential 2,422,700
Commercial 1,679,800
Industrial 1,934,800
Total 6,037,300
AAC Surcharge or (Credit) per Mcf - also on page 7 of Analysis
Residential $ 0.3856
Commercial $ 0.3413
Industrial $ 0.1543
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SCHEDULE B
Derivation of
«~ Actual Adjustment Factor o "




DERIVATION OF ACTUAL ADJUSTMENT FACTOR - (AAF)

The AAF adjusts rates upward or downward to reconcile any departures in the
earned ROE outside the allowable bandwidth of plus or minus 0.5% from the
Commission authorized ROE upon completion of the the previous AAC period.

AAF Period - October 1, 1996 through September 30, 1997
Filing Date - September 1, 1996

AAC Surcharges or (Credits) for 12 mos. ended 6/30/96 - (Schedule B-1 and page 7 of Analysis) $ 1,111,017
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
AAC impact on NIAC $ 672,776
Actual NIAC - page 3 of Analysis 2,066,998
NIAC as adjusted after application of AAC $ 2,739,774
12-Mos. Avg. Common Equity during AAC period - page 3 of Analysis $ 20,611,726
ROE as adjusted after application of AAC - also on page 7 of Analysis 13.29%
Return on Common Equity (ROE) Bandwidth - page 6 of Analysis
Lower Limits of ROE Bandwidth 11.10%
Commission Authorized ROE 11.60%
Upper Limits of ROE Bandwidth 12.10%
AAF Amount to be Charged or (Credited) - also on page 8 of Analysis ($ (405,838)|
Net Budget Revenue During AAF Period - page 2 of Analysis
Residential $ 8,635,637
Commercial ' 4,657,992
Industrial 2,923,379
Total $ 16,217,008
Amount to be Charged or {Credited) - a/so on page 8 of Analysis
Residential $ (216,111)
Commercial {116,569)
Industrial (73,159)
Total $ (405,838)
Budgeted Mcf During AAF Period - page 1 of Analysis
Residential 2,602,300
Commercial 1,487,600
Industrial 1,772,300
Total 5,862,200
AAF Surcharge or (Credit) per Mcf - also on page 8 of Analysis :
Residential $ (0.0830)
Commercial $ (0.0784)
Industrial $ (0.0413)

Schedule B
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DERIVATION OF ACTUAL ADJUSTMENT FACTOR - (AAF)

The AAF adjusts rates upward or downward to reconcile any departures in the
earned ROE outside the allowable bandwidth of plus or minus 0.5% from the
Commission authorized ROE upon completion of the the previous AAC period.

AAF Period - October 1, 1997 through September 30, 1998
Filing Date - September 1, 1997

AAC Surcharges or (Credits) for 12 mos. ended 6/30/97 - (Schedule B-1 and page 7 of Analysis) $ 1,540,778
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
AAC impact on NIAC $ 933,018
Actual NIAC - page 3 of Analysis 1,407,939
NIAC as adjusted after application of AAC $ 2,340,957
12-Mos. Avg. Common Equity during AAC period - page 3 of Analysis $ 24,736,904
ROE as adjusted after application of AAC - also on page 7 of Analysis © 9.46%
Return on Common Equity (ROE) Bandwidth - page 6 of Analysis
Lower Limits of ROE Bandwidth 11.10%
Commission Authorized ROE 11.60%
Upper Limits of ROE Bandwidth 12.10%
AAF Amount to be Charged or (Credited) - aiso on page 8 of Analysis ' B 668,548 |
Net Budget Revenue During AAF Period - page 2 of Analysis
Residential $ 8,646,161
Commercial 5,207,235
Industrial 2,928,053
Total $ 16,781,448
Amount to be Charged or (Credited) - also on page 8 of Analysis
Residential $ 344,450
Commercial 207,448
Industrial 116,649
Total $ 668,548
Budgeted Mcf During AAF Period - page 1 of Analysis
Residential 2,479,300
Commercial 1,713,900
Industrial 2,139,800
Total 6,333,000
AAF Surcharge or (Credit) per Mcf - also on page 8 of Analysis
Residential $ 0.1389
Commercial $ 0.1210
Industrial $ 0.0545
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DERIVATION OF ACTUAL ADJUSTMENT FACTOR - (AAF)

The AAF adjusts rates upward or downward to reconcile any departures in the
earned ROE outside the allowable bandwidth of plus or minus 0.5% from the
Commission authorized ROE upon completion of the the previous AAC period.

AAF Period - October 1, 1998 through September 30, 1999
Filing Date - September 1, 1998

AAC Surcharges or (Credits) for 12 mos. ended 6/30/97 - (Schedule B-1 and page 7 of Analysis) $ 1,799,288
Composite State and Federal Tax Rate - page 5 of Analysis 39.445%
AAC impact on NIAC $ 1,089,559
Actual NIAC - page 3 of Analysis 2,025,723
NIAC as adjusted after application of AAC $ 3,115,282
12-Mos. Avg. Common Equity during AAC period - page 3 of Analysis $ 22,891,526
ROE as adjusted after application of AAC - also on page 7 of Analysis 13.61%
Return on Common Equity (ROE) Bandwidth - page 6 of Analysis
Lower Limits of ROE Bandwidth 11.10%
Commission Authorized ROE 11.60%
Upper Limits of ROE Bandwidth 12.10%
AAF Amount to be Charged or (Credited) - also on page 8 of Analysis | $ (570,402)|
Net Budget Revenue During AAF Period - page 2 of Analysis
Residential Will require a forecast of
Commercial revenues 3 months beyond
Industrial ' . the end of the budget year
Total
Amount to be Charged or (Credited) - also on page 8 of Analysis
Residential #REF!
Commercial #REF!
Industrial #REF!
Total #REF!
Budgeted Mcf During AAF Period - page 1 of Analysis
Residential Will require a forecast of
Commercial Mecf's 3 months beyond
Industrial the end of the budget year
Total
AAF Surcharge or (Credit) per Mcf - also on page 8 of Analysis
Residential #REF!
Commercial #REF!
Industrial #REF!
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SCHEDULE C

| Derivation of
- Balancing Adjustment Factor




DERIVATION OF BALANCING ADJUSTMENT FACTOR - (BAF)

.} The BAF adjusts rates upward or downward to compensate for
any differences between the amounts targeted and the amounts
actually charged or credited during application of the AAF and BAF

BAF Period - January 1, 1998 through December 31,A1998 .
Filing Date - December 1, 1997

Amount Remaining from Application of previous AAF - Schedule C-1 and page 9 of Analysis $ 11,806

Amount Remaining from Application of 2nd previous BAF - Schedule C-2 and page 9 of Analysis

(unknown until 3rd BAF)
Total Amount to be Charged or (Credited)' - also on page 9 of Analysis [$ 11,806 | -
Budgeted Mcf During BAF Period - page 1 of Analysis 6,349,800
BAF Surcharge or (Credit) per Mcf - also on page 9 of Analysis $ - 0.0019

Schedule C
Page 1




DERIVATION OF BALANCING ADJUSTMENT FACTOR - (BAF)

‘) The BAF adjusts rates upward or downward to compensate for
any differences between the amounts targeted and the amounts
actually charged or credited during application of the AAF and BAF

BAF Period - January 1, 1999 through December 31, 1999
Filing Date - December 1, 1998

Amount Remaining from Application of previous AAF - Schedule C-1 and page 9 of Analysis $ 34,222

Amount Remaining from Application of 2nd previous BAF - Schedule C-2 and page 9 of Analysis

(unknown until 3rd BAF)
Total Amount to be Charged or (Credited) - also on page 9 of Analysis [$ 34,222 |-
Budgeted Mcf During BAF Period - page 1 of Analysis (SEE NOTE)
BAF Surcharge or (Credit) per Mcf - also on page 9 of Analysis unknown

(SEE NOTE)

NOTE: The application of the BAF will require the Mcf's to be forecasted
for an additional 6 months beyond the budget-year. The AAF
requires net revenues to be forecasted for an additional 3 months
beyond the budget-year.

Schedule C
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DERIVATION OF BALANCING ADJUSTMENT FACTOR - (BAF)

The BAF adjusts rates upward or downward to compensate fof
any differences between the amounts targeted and the amounts
actually charged or credited during application of the AAF and BAF

BAF Period - January 1, 2000 through December 31, 2000
Filing Date - December 1, 1999

Amount Remaining from Application of previous AAF - Schedule C-1 and page 9 of Analysis $ -
(unknown until 4th BAF)

Amount Remaining from Application of 2nd previous BAF - Schedule C-2 and page 9 of Analysis $ 667

Total Amount to be Charged or (Credited) - also on page 9 of Analysis | | -

Budgeted Mcf During BAF Period - page 1 of Analysis (SEE NOTE)
BAF Surcharge or (Credit) per Mcf - aiso on page 9 of Analysis unknown
(beyond analysis
period)

NOTE: The application of the BAF will require the Mcf's to be forecasted
for an additional 6 months beyond the budget-year. The AAF
requires net revenues to be forecasted for an additional 3 months
beyond the budget-year.
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. 81.  Please provide a complete set of Delta rate schedules.

RESPONSE:

See attached. .

WITNESS: John Hall




AC — R

PSC No. 8 _ N

Cancelling PSC No. 7

DELTA NATURAL GAS COMPANY, INC.
3617 Lexington Road

Winchester, Kentucky
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FOR All Service Areas

P.S.C. NO. 8
DELTA NATURAL GAS COMPANY, INC. Eighth Revised SHEET NO. 2
‘Vame of Issuing Corporation CANCELLING P.S.C. NO. 7
Seventh Revised SHEET NO. 2

CLASSIFICATION OF SERVICE
RATE SCHEDULES

GENERAL SERVICE-AND INTERRUPTIBLE RATES

APPLICABILITY

Applicable within all areas served by Delta. See Tariff Sheet No. 14.

AVAILABILITY

Available for general use by residential, commercial and industrial customers.

CHARACTER OF SERVICE

"Firm - within the reasonable limits of the Company's capability to provide such

service.
RATES
Gas Cost
Recovery
Rate
Base Rate + {(GCR) * = Total Rate
. General Service
Customer Charge
Residential $ 8.0000 $ 8.0000
Small Commercial with a meter no $ 18.3600 $18.3600
larger than an AL425
All Others $ 25.0000 $25.0000
.1 - 200 Mcf s 2.7212 $3.7706 $6.4918/Mcf (T)
200.1 - 1000 Mcf $ 2.5000 $3.7706 $6.2706/Mcf (1)
1000.1 - 5000 Mcf $ 2.1000 $3.7706 $5.8706/Mcf (1)
5000.1 - 10000 Mcf $ 1.5000 $3.7706 $5.2706/Mct (1)
Over 10000 Mcf $ 1.1000 $3.7706 $4.8706/Mcf (I)
Interruptible
Customer Charge $200.0000 $200.0000
.1 - 1000 Mcf $ 1.7000 $3.7706 $5.4706/Mcf (1)
1000.1 - 5000 Mcf $ 1.3000 $3.7706 $5.0706/Mcf (I)
5000.1 - 10000 Mcf $ .9000 $3.7706 $4.6706/Mcf (1)
Over 10000 Mcf $ .5000 $3.7706 $4.2706/Mcf (1)
* The "Gas Cost Recovery Rate (GCR)"™ as shown above, is an adjustment per Mcf

determined in accordance with the "Gas Cost Adjustment Clause" as, set forth on
Sheets No. 10 and 11 of this tariff. fre BT
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FOR, All Service Areas
P.S.C. NO. 8

".ELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 3
" Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 3

CLASSIFICATION OF SERVICE
RATE SCHEDULES

GENERAL SERVICE AND INTERR BLE ES

Special Conditions - All customers having a connected load in excess of 2,500,000
Btu input per hour may be required to enter into an Interruptible Sales
Agreement. Determinations of those customers so required shall be based on peak
day use as well as annual volume and shall be at the sole discretion of the

Company .

Any customer required to enter into an Interruptible Sales Agreement shall be
permitted to purchase gas under the Interruptible Rate Schedule as set forth on
Sheet No. 2. Gas requirements, minimum charges and other specific information
shall be set forth in the Agreement.

PUBLIC SERVICE COMMISS|
OF KENTUCKY ~>N
EFFECTIVE

NOV 30 1997

FURSUANT TO 807 KAR 5011
SECTIONS(1)
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DATE OF ISSUE De r 1997 DATE EFFECTIVE___ November 30, 1997
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Name of Officer .
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FOR, All Service Areas

‘ P.S.C. NO. 8
) ELTA NATURAI, GAS COMPANY, INC. Original SHEET NO.__ 4
Name of Issuing Corporation CANCELLING P.S.C. NO. 7

Twentieth Revised SHEET NO. 4

PUBLIC SERVICE COMMISS ION

CLASSIFICATION OF SERVICE Ut‘éé"t{'{gg\%( !
RATE SCHEDULES
A NOV 30 1997
TRANSPORTATION OF GAS FOR OTHERS
ON SYSTEM UTILIZATION PURSUANT TO 807 (AR 501
SECTIONO(i)
APPLICABILITY By S#ha v@ R

LTSy

Applicable within all areas served by Delta. See Tariff Sheet No. 14.° ' &SN
AVATILABILITY

Available to commercial and industrial customers who have purchased natural gas
elsewhere, obtained all requisite authority to transport such gas to Delta's
facilities and reqguest Delta to wutilize its facilities to transport such
customer-owned gas to place of utilization. Any such transportation service shall
be subject to the terms and conditions set forth herein and to the reserved right
of Delta to decline to initiate such service whenever, in Delta's sole judgment,

. the performance of the service would be contrary to good operating practice or
would have a detrimental impact on other customers of Delta.

RATE
A transportation charge comprised of the following components will be applied to
each Mcf, or in the case of measurement based on heating value, each dekatherm

(Dth) of gas transported hereunder:

(1} Delta's Base Rate for gas sold as set forth in Delta's General
Service and Interruptible Rate Schedules; plus

(2) Where the pipeline suppliers transportation, compression or
other similar charges are billed to Delta, the cost per Mcf or
Dth, as applicable, of such charges; plus

(3) A take-or-pay recovery component of $(0.0000)

GAS SOLD TO CUSTOMER

Monthly gas deliveries to customer in excess of scheduled transportation volumes
will be billed by Delta and paid by customer in accordance with Delta‘'s Standby
Service Rate Schedule.

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE November 30, 1997
ISSUED BY Glenn R. Jennin erTLE Pr_esidpnt

Name of Officer
Issued by authority of an Order of the Public gervice Commission of KY in
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FOR, All Service Areas

. P.S.C. NO. 8
DELTA NATURAL GAS COMPANY, INC. ' Original SHEET NO.__ 5
Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO.___ 5
PUBLIC S 2
O}tﬁé’é 8% {?O"/'M ISSION
CLASSIFICATION OF SERVICE EFFECTIVE
RATE SCHEDULES
| NOV 30 1997
TRANSPORTATION OF GAS FOR OTHERS
ON SYSTEM UTILIZATION PURSUA NT 70 807 KAR 0011
SECTION % {1)

BY: SM&W«\) B{,Lf

CTETARY OF TR OSSN

TERMS AND CONDITIONS

Service hereunder shall be performed under a written contract between customer
and Delta setting forth specific arrangements as to volumes to be transported,
points of delivery, methods of metering, timing of receipts and deliveries of gas
by Delta, the availability of discounts in special situations and any other
matters relating to individual customer circumstances-.

At least ten (10) days prior to the beginning of each month, customer shall
provide Delta with a schedule setting forth daily volumes of gas to be delivered
into Delta's facilities for customer‘s account. Customer shall give Delta at
- least twenty-four (24) hours prior notice of any subsequent changes to scheduled
. deliveries. Delivery of gas transported hereunder will be effected as nearly as
practicable on the same day as the receipt thereof. Delta will not be obligated
to utilize underground storage capacity in performance of the service provided
herein.

All gas volumes delivered hereunder shall shrink by 2% to cover line loss and
measurement differences when no compression is being used in the transportation.
When compression is required in the transportation, all gas volumes delivered
hereunder shall shrink an additional amount equivalent to fuel usage.

It shall be the customer's responsibility to wmake all necessary arrangements,
including regulatory approvals, required to deliver gas transported under this
tariff.

Delta reserves the right to refuse to accept gas that does not meet Delta's
quality specifications.

Volumes of gas transported hereunder will be determined in accordance with
Delta's measurement base.

Customer owned gas transported hereunder for an interruptible customer will be -
subject to interruption in accordance with normal interruption procedures
applicable to such rate schedule. Such customers must agree in writing to cause
deliveries of customer-owned gas into Delta's facilities to cease upon

. notification by Delta of the necessity to interrupt or curtail the use of gas.
DATE OF ISSUE December 18, 1997 - DATE EFFECTIVE___ chg_tm'r 30, 1997
ISSUED BY_Glenn R. Jennin A Y TITLE President

Name of Officer g
Issued by authority of an Order of the Public Service Comu351on of KY in -
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FOR. A1l Service Areas

P.S.C. NO. 8
ELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 6
Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 6

CLASSIFICATION OF SERVICE
RATE SCHEDULES

TRANSPORTATION OF GAS FOR OTHERS
ON SYSTEM UTILIZATION

Delta shall have the right at any time to curtail or interrupt the transportation -
(T) or delivery of gas to interruptible customers hereunder when, in Delta's sole

judgment, such curtailment or interruption is necessary to enable Delta to

maintain deliveries to customers of higher priority or to respond to any
(T) emergency . During such periods, .Delta shall have the right to purchase any
(T) transportation gas delivered into Delta‘s system for the account of the customer
(T) at the actual cost the customer paid for such gas.

Delta may execute special transportation contracts with anyone subject to
approval of said contract by the Public Service Commission.

This transportation is available to any customer with a daily nominated volume

. (the level of daily volume in Mcf as requested by the customer to be transported
and delivered by the Company) which averages a wminimum of 25 Mcf of gas per day
for the billing period on an individual service at the same premise who has
purchased their own supply of natural gas and require transportation by the
Company to the point of utilization subject to suitable service being available
from existing facilities.

PUBLIC SERVICE COMMISSION
OF KENTUCKY
EFFECTIVE

NOV 30 1997

FURSUANT TO 807 KAR 5011,
VcCT.’)" 3(1)

BY: Q\rw,x«f.lv &LQ

. CEASTTACU DT TR L ASION

DATE OF ISSUE December. 18, 1997 DATE EFFECTIVE November 30, 1997
ISSUED BY Glenn R. Jennin L. . TITLE President
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FOR, All Service Areas

P.S.C. NO. 8
'&ELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 7

Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 7

PUBLIC SER MMISS|
SERVICE COMMISSION

CLASSIFICATION OF SERVICE EFFECTIVE .
RATE SCHEDULES
NOV 30 1997
TRANSPORTATION OF GAS FOR OTHERS
OFF_SYSTEM UTILIZATION PURS”ANTTOOO7KARQQ1L
ECT:ION O (1
APPLICABILITY BY: SJ\!*WUU\} f('s)bu
TV O T LOARSION

Applicable within all areas served by Delta. See Tariff Sheet No. 14.

AVAILABILITY

Available to any person whose facilities connect or can be made to connect with
Delta's facilities or who can cause their natural gas to be delivered to Delta's
facilities and who desires gas to be transported by Delta to a place of
utilization not connected to Delta's facilities. Further, the person or persons
desiring such transportation shall have executed a contract with Delta as set
forth under the terms and conditions of this tariff.

. RATE

The charge for service under this tariff shall be twenty-six cents ($0.26) per
1000 cu. ft. of gas transported, or, in the case of measurement based upon
heating value, shall be twenty-six cents ($0.26) per dekatherm. Any additions or
modifications of the facilities required to perform this service shall be at the
sole expense of the customer.

TERMS AND CONDITIONS

Specific details relating to volumes, delivery points and other matters shall be
covered by a separate contract.

Delta shall reserve the right to purchase all or part of the gas to be

transported at the same price the transporter would have received at the delivery
(T) point less Delta‘s applicable transportation charges, shrinkage and compressor
(T) fuel costs.

Delivery of gas transported hereunder will be effected as nearly as practicable
on the same day as the receipt thereof. Delta will not be obligated to utilize
underground storage capacity in performance of the service provided herein. \

All gas volumes delivered hereunder shall shrink by 2% to cover line loss and
measurement differences when no compression is being used in the transportation.

| DATE OF ISSUE December 18, 1997 DATE EFFECTIVE___ November 3Q, 1997
ISSUED BY_Glenn R. Jennings . ‘ TITLE President

Name of Officer N
Issued by authority of an Order of the Public Serv1ce Commission of KY in
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FOR All Service Areas

. P.S.C. NO. 8
ELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 8

Name of Issuing Corporation CANCELLING P.S.C. NO. 7

Original SHEET NO. 8

CLASSIFICATION OF SERVICE

RATE SCHEDULES

TRANSPORTATION OF GAS FOR OTHERS
OFF_SYSTEM UTILIZATION

When compression is required in the transportation, all gas volumes delivered
hereunder shall shrink an additional amount equivalent to fuel usage.

It shall be the customer's responsibility to make all necessary arrangements,
including regulatory approvals, required to deliver gas transported under this
tariff.

Delta reserves the right to refuse to accept gas that does not meet Delta‘'s
quality specifications.

Volumes of gas transported hereunder will be determined in accordance with
. Delta's measurement base.

Delta shall have the right at any time to curtail or interrupt the transportation
or delivery of gas hereunder when, in Delta's sole judgment, such curtailment or
interruption 1is necessary to enable Delta to maintain deliveries to retail
customers of higher priority or to respond to any emergency.

Delta may execute special transportation contracts with anyone after approval of
said contract has been granted by the Public Service Commission.

This transportation is available to any customer with a daily nominated volume
(the level of daily volume in Mcf as requested by the customer to be transported
and delivered by the Company) which averages a minimum of 25 Mcf of gas per day
for the billing period.

PUBLIC SERVICE COMMISSION
OF KENTUCKY

EFFECTIVE
NOV 30 1997

PURSUANT T0 807 KAR5911,
SECTIONS (1]

BY.‘ St‘ i *'VVO B{a,f

TUNETTARY mvem e e 53
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DATE OF ISSUE December 18, 1997 DATE EFFECTIVE___ November 30, 1997
ISSUED BY _Glenn R; Jenningé thé —%4_44&,7 2 TITLE President

Name of Officer
Issued by authority of an Order of the Public §erv1ce Commission of KY in
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FOR. All Service Areas

P.S.C. NO. 8
.7ELTA NATURAL GAS COMPANY, INC. Original SHEET NO.___9
Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 9
PUBLIC SERVICE COMMISSION
OF KENTUCKY

CLASSIFICATION OF SERVICE EFFECTIVE

RATE SCHEDULES

NOV 50 1997

STANDBY SERVICE RATE SCHEDULE
PURSUANT TO 807 KAR 5011

SECTION 9 (1)
APPLICABILITY L
By _Stchaal) By

it e S X o

Applicable within all areas served by Delta. See Tariff Sheet No. 14." (7 TH7CGMMAISSION
AVATLABILITY
Available for use by commercial and industrial customers who:
(1) purchase all or part of their natural éas requirements from
sources other than Delta and who request Delta to be available

to supply natural gas at that place of utilization; or

(2) request Delta to provide a standby energy source at their
place of utilization.

CHARACTER OF SERVICE

Firm - within the reasonable limits of Delta's capability to provide such service
unless otherwise specified in a contract between Delta and the customer.

RATES

Customer shall pay Delta a standby charge to be set forth in a contract between
Delta and the customer that has been approved by the Public Service Commission.
In addition, monthly natural gas usage will be billed by Delta and paid by the
customer in accordance with the charges set forth in Delta‘'s General Service or
Interruptible Rate Schedule under which it sells gas to the customer.

SPECIAL_ TERMS AND CONDITIONS

Service under this rate schedule shall be performed under a written contract
between Delta and the customer setting forth specific arrangements as to standby
charge, maximum daily volumes of natural gas required by the customer from Delta,
points of delivery, methods of metering and other matters relating to individual
customer circumstances.

DATE OF ISSUE Dece r 18, 1997 DATE EFFECTIVE November 30, 1997
ISSUED BY Glenn R. Jennin . TITLE President
Name of Officer ‘ ‘

Issued by authority of an Order of the Public Sgrvice Commission of KY in

- v TN mmnle e O 1007




FOR, All Service Areas

Q P.S.C. NO. 8
"WWDELTA NATURAL GAS COMPANY, INC. Original SHEET NO.___10
" Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 10
PUBLIC SERVICE COMMISSION
OF KENTUCKY
CLASSIFICATION OF SERVICE SrreerTE N
RATE SCHEDULES MALY_ % A

COST ADJUSTMENT CLAUSE
GaS COST ADJUSTMENT CLAUSE  GURSUANT TO 807 KAR 5011,

StCTION 2 (1)
BY: .S\:"o‘i‘&v(} &u
The Company shall file a Quarterly Report with the Commlssm'ri whilc‘hrs;'lz;ﬁ 'cgﬁ@gln
an updated Gas Cost Recovery Rate (GCR) and shall be filed at least thirty (30)
days prior to ‘the beginning of each calendar quarter. The GCR shall become
effective for billing with the final meter readings of the first billing cycle of
each calendar quarter.

DETERMINATION OF GCR

The gas cost recovery rates are comprised of:

(1) The expected gas cost component (EGC), on a dollar per Mcf
basis, which represents the average expected cost of gas

. supplies. .
i j (RA),

(2) The supplier refund adjustment on a dollar per Mcf
basis, which reflects refunds received from suppliers during
the reporting period, plus interest at the average 90 day
commercial paper rate for the calendar quarter. In the event
of any large or unusual refunds, the Company may apply to the
Public Service Commission for the right to depart from the
refund procedure herein set forth.

(3) The actual adjustment (AA), on a dollar per Mcf basis,
compensates for difference between the previous quarter's
expected gas cost and the actual cost of gas during that

quarter.

(4) The balance adjustment (BA), on a dollar per Mcf basis, which
compensates for any under or over collections which have
occurred as a result of prior adjustments.

BILLING

The gas cost recovery rate to be applied to bills of customers shall equal the
sum of the following components:

GCR = EGC + RA + AA + BA

a4 .
: R
. Tl

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE November 30, 1997
ISSUED BY Glenn R. Jennings . TITLE President

Name of Officer F
Issued by authority of an Order of the Public Service Commission of KY in
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FOR All Service Areas

. P.S.C. NO. 8
) DELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 11
Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. 11

—PUBHC SERVICE COMMISSTON

CIASSIFICATION OF SERVICE OFHENTHEHY:
RATE SCHEDULES FFEECTIVE
GAS COST ADJUSTMENT CLAUSE NOV 30 1997
DEFINITIONS PURSUANT TO 807 KKAR 5011
\.CCTK??\’Q (1)
For purposes of this tariff: 4({'36&44\, M
(a) "Average Expected Cost" means the cost of ga;“;‘x}ﬁiﬁie”é HISSION

including associated transportation and storage charges, and
propane which results from the application of suppliers' rates
currently in effect, or reasonably expected to be in effect
during the calendar quarter, on purchased volumes during the
twelve month period ending with the reporting period to which
the GCR will apply, divided by the corresponding sales volume.
Where the calculations require the use of volumes used during
a given period, - and those volumes did not .exist for a

. ' particular source for the entire period, or the Company
expects the volumes to change substantially, the Company may
make appropriate adjustments in its calculations. Any
adjustments of this type shall be described in the quarterly
‘Gas Cost Recovery Report.

(b) "GCR" means the quarterly updated gas cost recovery rate
applicable to the monthly consumption of customers (sum of the
expected gas cost component plus the supplier refund
adjustment plus the actual adjustment plus the balancing
adjustment;

i.e., GCR = EGC + RA + AA + Bnp).

(c) "Calendar Quarters" means each of the four three-month periods
of (1) August, September and October; (2) November, December
- and January; ({(3) February, March and April; and (4) May, June

and July.

(a) "Reporting Period" means the three (3) month accounting period
that ended approximately sixty (60) days prior to the filing
date of the updated gas recovery rates; i.e., the calendar _
quarter preceding that during which the most recent Quarterly
Report was filed.

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE___ November 30, 1997
ISSUED BY Glenn R. Jennings <A  TITLE President
Name of Officer '
Issued by authority of an Order of the Public @ervice Commission of KY in " ¥ .
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.DELTA NATURAL GAS COMPANY, INC.
Name of Issuing Corporation

FOR, All Service Areas
P.S.C. NO. 8
Original SHEET NO 12

CANCELLING P.S.C. NO.

OriginalFUBLIC SEW'@E@W'&@W 12
OF RENTUCKY -

EFFECTIVE

CLASSIFICATION OF SERVICE NOV

RATE SCHEDULES

o

(1)

PURSUANT T 807 KAR 5211,
SECTION 9 (1)
BY: gol'u“’».vﬁb\," &U‘

The following charges shall be applied under the following condiBi@nSi cowmission

SPECIAL CHARGES

Collection Charge - A charge of $15.00 will be levied when a Company
representative makes a trip to the premises of a customer for the purpose of
terminating service. The charge may be assessed if service is actually
terminated or if the customer pays the delinquent bill to avoid termination. The
charge may also be assessed if the Company's representative agrees to delay
termination based on the customer's agreement to pay the delinquent bill by a
specific date. A collection trip may be made only after written notice has been
sent to the customer stating that if the bill is not paid by a certain date the

service will be disconnected.

Reconnection Charge - A reconnection charge of $40.00 to be made by the Company
and paid by the customer before or at the time the service is reconnected shall
be assessed as approved by the Public Service Commission when:

(1) The customer's service has been disconnected for non-payment
of bills or for violation of the Commission's or Company's
Rules and Regulations, and the customer has qualified for and
requested service to be reconnected. Customers qualifying for
service reconnection under 807 KAR 5:006, Section 15 -Winter
Hardship- shall be exempt from reconnect charges.

{2) The customer's service has been disconnected at the custowmer's
request and at any time subsequently within twelve (12) months
is reconnected at the same premise.

Bad Check Charge - The Company may charge and collect a fee of $10.00 to cover
the cost of handling an unsecured check; where a customer tenders in payment of
an account a check which upon deposit by the Company is returned as unpaid by the
customer‘s financial institution. .

Request Test Charge - Pursuant to 807 KAR 5:006, Section 18, the Company shall
make a test of any meter upon written request of any customer provided such
request is not made more frequently than once each twelve (12) wmonths. The
customer shall be given the opportunity of being present at such request tests.
If such tests show that the meter was not more than two percent (2%) fast, the

LN

DATE OF ISSUE December 1 1997 DATE EFFECTIVE___ November 30, 1997
ISSUED BY Glenn R. Jennings R " TITLE President
Name of Officer

Issued by author:.t:y of an Order of the Public %emce Commission of KY in
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FOR All Service Areas

P.S.C. NO. 8
.DELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 13
Name of Issuing Corporation CANCELLING P.S.C. NO. 7
Original SHEET NO. i3

CLASSIFICATION OF SERVICE

RATE SCHEDULES

(T)

SPECIAL CHARGES

Company may make a reasonable charge for the test. The test charge is based upon
meter size and is as follows:

1,000 cubic feet per hour and under $ 4.00
Over 1,000 to 10,000 $ 8.00
Over 10,000 $12.00

Gas Light Charge - Monthly consumption of unmetered .gas used for an outdoor gas
light, as approved by the Company, will be calculated to be 1,500 cubic feet per
month per mantle for upright mantles and for each pair of inverted mantles. On
special models of gas lights where gas consumption is greater than those referred
to above, the Company shall estimate, based on the manufacturer’s suggested
usage, the monthly consumption to the closest 100 cubic feet and bill customer
that equal amount each wmonth.  Such consumption shall be billed under the
appropriate rate schedule applicable to the customer. '

PUBLIC SERVICE COMMISSION
OF KENTUCKY
EFFECTIVE

NOV 30 1997

PURSUANT 0 807 KAR 5011,
SECTION 9 (1)

" P
By: S Hrnard ) &,u

o PP .
YA YT T RIS SION

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE __ November 30, 1997
ISSUED BY Glenn R. Jennin =) TITLE President

Name of Officer ;

Issued by authority of an Order of the Public %ervice Commission of KY in
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FOR, All Service Areas

.} P.S.C. NO. 8
ELTA NATURAL GAS COMPANY, INC. Original SHEET NO. 14
Name of Issuing Corporation CANCELLING P iﬁ%s‘ﬂg’ oS o
Origina Jgg%"f’ NO.__ 14
EFFECTIVE
CLASSIFICATION OF SERVICE NOV 30 1997

RULES AND REGULATIONS

(T)
(T)

(T)

FURSUANT TO 207 KAR £611
APPLICABILITY SECTION 8 (1)
ﬂ(*uv&} ﬁiiﬁ

Applicable within all service areas served by Delta'nameiy. Quimgamille,
Sharpsburg, Salt Lick, Midland, Bath County; Estill County; Camargo,
Jeffersonville, Montgomery County; Frenchburg, Menifee County; Kingston
Terrill, Berea, Madison County; Stanton, Clay City, Powell County;
Garrard County; Annville, Jackson County; Beattyville, Lee County; North
Middletown, Bourbon County; Nicholasville, Wilmore, dJessamine County;
Clearfield, Farmers, Rowan County; Middlesboro, Pineville, Bell County;
Barbourville, Knox County; Williamsburg, Corbin, Whitley County; London,
Laurel County; Manchester, Burning Springs, Oneida, Clay County; Leslie
County; Lexington, Fayette County; Fleming County; and environs of each.

COMMISSION’S RULES AND REGULATIONS

All gas service rendered by the Company shall be in accordance with the
Administrative Regulations by which gas utilities are governed by the
Public Service Commission of Kentucky and all amendments thereto and
modifications thereof which may be made by the Commission.

COMPANY'S RULES AND REGULATIONS

In addition to the Rules and Regulations prescribed by the Public
Service Commission, all gas service rendered shall also be in accordance
with the following Rules and Regulations adopted by the Company.

FILING OF RATES, RULES AND REGULATIONS

A copy of all schedules of rates, rules and regulations under which gas
service is rendered is on file for the public‘’s benefit with the Public
Service Commission of Kentucky. A copy of such rates, rules and
regulations, together with the law, rules and regulations of the Public
Service Commission of Kentucky is available for public inspection in the
various offices of the Company.

NO EXCEPTIONS TO RULES AND REGULATIONS

No agent, representative or employee of the Company shall make any
promise, agreement or representation not incorporated in or provided for
by the Rules and Regulations of the Public Service Commission of
Kentucky or of this Company and neither ha