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Minutes of Regular Quarterly Meeting of ﬁ E@ E EVE ﬁ

Board of Directors of

Delta Natural Gas Company, Inc. JUL 0 6 2007
Held in Winchester, Kentucky on May 12, 2006 PUBLIC SERVICE
COMMISSION

The regular quarterly meeting of the Board of Directors of Delta Natural Gas
Company, Inc. was held at the principal office of the Company at 3617 Lexington Road,
Winchester, Kentucky on May 12, 2006, beginning at the hour of 10:00 am., ED.T,,
pursuant to the notice attached hereto.

The following directors were present: Donald R. Crowe, Billy Joe Hall, Jane
Hylton Green, Lanny D. Greer, Glenn R. Jennings, Michael J. Kistner, Lewis N. Melton,
Harrison D. Peet, Arthur E. Walker, Jr. and Michael R. Whitley. John F. Hall, Delta’s
Vice President - Finance, Secretary and Treasurer was also present in his capacity as
Secretary of Delta and recorded the minutes of the meeting.

Glenn R. Jennings, Chairman of the Board, President and Chief Executive Officer,
called the meeting to order, announced a quorum and the meeting proceeded.

The Chairman stated that the first order of business was the approval of the
minutes of the regular quarterly meeting of February 10, 2006; copies of said minutes had
been circulated to all directors prior to the meeting. Following discussion, on motion
duly made, seconded and carried unanimously, it was

RESOLVED, that the minutes of the regular quarterly meeting held
February 10, 2006 be approved and that reading of said minutes be waived.

Mr. Jennings reviewed the financial results for the nine and twelve months ended
March 31, 2006; a copy of his report had been mailed to each director prior to the meeting

and is attached as Exhibit 1.



The next item was a review and discussion of the Operating and Capital Budgets
for fiscal year 2007 by Mr. Jennings, a copy of which had been sent to all Directors prior
to the meeting. After discussion, on motion duly made, seconded and approved, it was

RESOLVED, that the Operating and Capital Budgets for fiscal year 2007 be
approved as submitted. A copy is attached as Exhibit II.

The Chairman then asked the Board to consider the declaration of a dividend on
common stock for the quarter ended March 31, 2006. After discussion, upon motion duly
made, seconded, and carried, it was

RESOLVED, that a dividend on common stock of $.30 per share be paid to

stockholders of record as of the close of business on May 31, 2006, for the

quarter ended March 31, 2006; said dividend to be paid June 15, 2006.

A report from the Audit Committee with respect to a meeting held May 5, 2006
was given by Michael J. Kistner, Chairman of the Committee.

A report from the Corporate Governance and Compensation Committee was
given by Lewis N. Melton, Chairman of the Committee, with respect to the Committee’s
meeting held on May 5, 2006. After discussion, upon motion duly made, seconded, and
carried, it was

RESOLVED, effective as of November 16, 2006, ARTICLE III, Section 3.2 of
Delta's By-Laws is amended to read as follows:

3.2 Number, Tenure and Qualifications. The number of
directors of the Corporation shall be eight (8). The Board of
Directors shall be divided into three (3) classes, with each class as
nearly equal as possible. Each director shall hold office for the
term for which he or she is elected or until his or her successor
has been elected and qualified, whichever period is longer.

RESOLVED, that Michael J. Kistner and Michael R. Whitley be nominated
to serve on Delta's Board for three year terms beginning November 16, 2006,



which is the scheduled meeting date for Delta's 2006 Annual Meeting of
Shareholders.

Mr. John F. Hall reviewed with the Directors the completion of a refinancing of
Delta's 7.15% Debentures due 2018 and 6 5/8% Debentures due 2023.

Mr. Jennings discussed with the Directors the authorization of additional common
stock. This will be considered further at the Board's August meeting.

Next, Mr. Jennings reviewed his memo to Delta’s officers concerning Delta’s
performance indicators for 2005 and prior periods. This memo had been mailed to the
Directors prior to the meeting and a copy is attached as Exhibit III.

Mr. Jennings reviewed with the Directors certain industry data from Edward
Jones attached as Exhibit I'V.

Mr. Jennings discussed with the Board the date of August 25, 2006 as the next
Board meeting,.

The Board adjourned into Executive Session with only the Independent Directors.
There was nothing from that Executive Session that required further action.

There being no further business to come before the meeting, the meeting was

adjourned.
Glenn R. Iennings&dwairmgn
Attest:
Clodn 3. Ml
Se;z/retary



8 ,DGAS
JELTY Delia Natural Gas Company, ine. Nl

3617 Lexington Road
Winchester. Kentucky 40391-9797

PHONE: 859-744-6171
FAX: 859-744-3623

April 28, 2006

Lanny D. Greer
3645 Hwy. US25 N
East Bernstadt, KY 40729

Dear Lanny:

Notice is hereby given that a meeting of the Board of Directors of Delta Natural Gas
Company, Inc. will be held at the Offices of the Company, 3617 Lexington Road, Winchester,
Kentucky, on May 12, 2006 at the hour of 10:00 a.m. E.D.T.

Matters to be considered and voted upon at the meeting are as follows:

1. Common Stock Dividend (quarterly) for period ended March 31, 2006 to
be paid June 15, 2006.
2. Transact such other business as may properly come before said meeting.

Enclosed for your prior perusal is:

1. A copy of the minutes of the Directors meeting held February 10, 2006.

2. A copy of the Quarterly Summary Report.

3. A copy of the Operating and Capital Budgets for the year ending June 30,
2007.

4. A copy of the Performance Indicators.

Please bring these documents with you to the meeting, as we plan to review them.
Lunch will be served in the downstairs meeting room after the meeting.
Very truly yours,

]éi%%Hdl

Vice President - Finance,
Secretary & Treasurer
/epb

enclosures



EXHIBIT I

DELTA NATURAL GAS COMPANY, INC.
BOARD OF DIRECTORS' MEETING-5/12/06
QUARTERLY SUMMARY REPORT

Periods ended March 31
9 months 12 months
2006 2005 2006 2005
Actual Actual  Actual  Actual
Retail Sales and Unbilled Volumes 2,909 3,154 3.312 3,849
Transportation Volumes
- off system 6,886 5,488 8,591 7,253
- on system 4,071 4,006 5,339 5,191
Total Transportation 10,957 9,494 13,930 12,444
Total Throughput
(million cubic feet) 13,866 12,648 17,242 16,293
Actual Lexington Calendar Degree
Days as % of 30 Year Average 93.5 91.6 93.5 90.6
Net Income ($000) 5,659 5,394 5,263 5,893
Net Income Per Common Share ($) 1.75 1.68 1.63 1.84

The attached detailed financial data is provided for further information and review. Weather has
again been warmer than normal. Weather adjusted rates have provided $406,000 of additional
revenues this year, but this was not enough to offset the weather impact. We now have a full year
of the new rates from the rate case implemented in October, 2004.

) Unbilled margins
for the nine months and twelve months ended March 31, 2006 declined by $270,000 and
$1,469,000, respectively, and reduced earnings per share by $.05 and $.28, respectively.



DELTA NATURAL GAS COMPANY, INC.

ASSETS
GAS UTILITY PLANT, AT COST
Less - Reserve for Depreciation

CURRENT ASSETS:
Cash
Receivables
Deferred Gas Cost
Gas in Storage, at Cost
Materials and Supplies, al Cost
Prepayments

OTHER ASSETS:

Cash Surrender;Value of Life Insurance

Unamortized Expenses
Receivable/investment in Subsidiaries
Other

TOTAL ASSETS

LIABILITIES
CAPITALIZATION:
Common Stock
Paid-in Surplus
Capital Stock Expense
Accum Other Comprehensive Income

Retained Earnings

Total Common Equity
Long-term Debt

Total Capitalization

CURRENT LIABILITIES:
Notes Payable
Current Portion of Long-Term Debt
Accounts Payable
Accrued Taxes
Refunds Due Customers
Customer Deposits
Accrued Interest
Current Deferred Income Taxes
Other

DEFERRED CREDITS AND OTHER:
Deferred Income Taxes
Deferred Investment Tax Credit
Regulatory items
Advances for Construction and Other

Accum Provision for Pensions & Benefit

TOTAL LIABILITIES

BALANCE SHEET
March 31, 2006

2006
177,878,569

59,242,120
118,636,449

2005
170,902,985

56,125,788
114,777,197

221,041 322,073
14,268,906 10,626,697
1,370,175 5,075,104
6,559,200 3,968,070
365,134 380,512
2,080,079 2,203.217
24,864,535 22.575,673
387,193 - 376,931
3,773,613 3,889,842
406,454 423,889
4,466,855 3,673,077
9,034,115 8,363,739
152,535,099 145,716,609
3,250,768 3,223,994
45,515,284 44,818,906
(2,615,274) (2,597,999)
0

7,937,485 6,541,228
54,088,263 51,986,129
52,631,000 52,738,000

106,719,263

12,669,551
1,200,000
3,212,947
2,337,887
. 2,057
558,326
1,471,867
999,700
1,124,969

23,577,304

19,193,684
260,000
2,548,787
236,061

0
22,238,532

152,535,099

104,724,129

7,298,300
1,650,000
5,691,099
1,833,665
322
580,940
1,497,939
1,021,229
0

19,573,494

19,489,735
297,700
1,464,661
166,890

0
21,418,986

145,716,609




DELTA NATURAL GAS COMPANY, INC.

OPERATING REVENUES

OPERATING EXPENSES & TAXES:

Gas Purchased
Operations
Maintenance
Depreciation
Property & Other Taxes
Income Taxes

Total

Operating Income

OTHER INCOME/EXPENSES),NET

Gross Income

OTHER DEDUCTIONS:
Interest on Debt
Amortization
Other

Total

NET INCOME APPLICABLE TO
COMMON STOCK

EARNINGS PER AVERAGE
SHARES OUTSTANDING

CUSTOMERS AT END OF PERIOD

STATEMENT OF INGOME

March 31, 2006

9 MONTH TO DATE

12 MONTHS ENDED

2006
60,971,270 $
39,420,056 $
8,366,773
503,044
3,036,854
1,252,304
1,827,500
54,406,531 §
6,564,739 $

2,758,097
9,322,836 $
3,487,010 $
177,138
3,664,148 §

5,658,688 $

175 $

2005
46,802,444
24,810,778
8,073,412
477,481
3,129,414
1,228,849
2,179,200
39,899,134
6,903,310

1,882,965
8,786,275
3,214,982

177,136
3,392,118

5,394,157

1.68

2006

69,735,477

43,554,058
11,530,268
681,892
4,032,119
1,687,980
1,349,300
62,835,617

6,899,860

3,128,604

10,028,464

4,529,128 |

236,186

4,765,314
5,263,150

1.63

38,983

2005
57,523,265
30,431,531
10,239,834

643,899
4,236,849
1,637,232
2,244,000

49,433,345
8,089,920

2,266,896
10,356,816
4,227,912
236,183
4,464,095

5,892,721

1.84

39,088



4/24/2006; 3.08 PM

DELTA NATURAL GAS CO,, INC.

COMPARISON OF MCF, REVENUE AND GAS COST

March 31, 2006

MONTH YEAR TO DATE YEAR ENDED
This Year Over This Year Over
{Under ) Budgel This Year Last Year | (Under ) Budget This Year Last Year This Year Last Year
DEGREE DAYS BILLED - LEXINGTON AREA 821 719 3,324 3,300 4,317 4,119
MCF'S: DELTA NATURAL
RESIDENTIAL 317,312 335,249 1,396,783 1,564,528 1,824,541 1,952,211
SMALL COMMERCIAL 98,796 99,056 437,686 459,094 554177 568,785
COMMERCIAL - OTHER 122,139 117,486 602,072 610,352 768,922 773,625
INDUSTRIAL 22,219 23,093 118,381 121,523 150,798 156,444
TOTAL SOLD 560,466 574,884 2,554,922 2,755,497 3,298,438 3,450,065
OFF SYSTEM 845,347 677,893 6,885,467 5,488,459 8,590,589 7,253,298
ON SYSTEM 482,144 498,390 4,071,302 4,005,535 5,338,692 5,190,731
TOTAL TRANSPORTED 1,327,491 1,176,283 10,956,769 9,493,994 13,929,281 12,444,029
TOTAL DELTA NATURAL 1,887,957 1,751,167 13,611,691 12,249,491 17,?27;719 15,894,094
RESOURCES ON SYS INCL 189,800 195,792 1,579,533 1,529,647 2,042,401 1,941,015
DELGASCO OFF SYS INCL 270,177 178,688 1,963,151 1,486,723 2,314,819 1,980,315
REVENUES: DELTANATURAL
RETAIL SALES 10,957,304 7,309,234 48,384,821 36,774,595 59,308,022 46,016,359
UNBILLED REVENUE (3.601,482) {528,496} 7,022,702 4,974,388 3,294,870 4,974,388
MISC OPERATING 27,667 25,726 156,764 127,686 240,018 206,178
OFF §YS TRANSPORT 248,227 195,476 1,994,036 1,602,195 2,430,823 2,123,496
ON SYS TRANSPORT 409,635 426,697 3,412,946 3,323,579 4,401,743 4,202,842
TOTAL DELTA NATURAL 8,041,352 7,428,637 60,971,270 46,802,443 69,735,477 57,523,264
RESOURCES ON SYS SALES 2,105,520 1,505,860 19,167,384 11,361,905 22,789,435 14,046,079
DELGASCO OFF SYS SALES 2,270,876 1,208,757 22,573,990 10,712,597 25,356,253 13,927,775
TOTAL CONSOLIDATED 12,417,748 10,143,254 102,712,644 68,876,945 117,881,165 85,497,117
GAS COSTS: DELTA NATURAL 8,297,153 4,549,805 33,941,588 21,651,377 40,605,017 27,272,129
DELTA NATURAL UNBILLED GAS COST {2,331,959) (187,761} 5,478,467 3,159,401 2,949,041 3,159,401
DELTA RESOURCES 1,967,319 1,331,652 17,510,879 9,948,050 20,761,268 12,375,809
DELGASCO 2,102,548 1,115,465 21,250,370 9,968,043 23,940,122 13,010,707
TOTAL CONSOUDATED 10,035,061 6,809, 161 78,181,304 44,726,871 88,255,448 55,818,046
NET SALES: DELTA NATURAL EXCLUDING UNBILLED 2,660,151 2,759,429 14,443,233 15,123,218 18,703,005 18,744,230
DELTA NATURAL UNBILLED {1,269,523) (340,735) 1,544,235 1,814,987 345,829 1,814,987
DELTA RESOURCES TOTAL 138,201 174,208 1,656,505 1,413,855 2,028,167 1,670,270
DELGASCO 168,328 93,292 i 1,323,620 744,554 1,416,131 917,068
TOTAL CONSOUDATED 1,697,157 2,686,194 18,967,593 19,096,614 22,493,132 23,146,555
PER MCF: DELTA NATURAL .
TOTAL SALES 19.5503 12,7143 18.9379 13.3459 17.9806 13.3378
COST OF GAS 14.8040 7.9143 13.2848 7.8575 32.3104 7.3048
NET SALES 4.7463 4.8000 56531 54884 5.6703 54330
DELTA RESOURCES N
TOTAL SALES 11.0934 7.6911 12.1348 7.4278 11.1582 7.2365
COST OF GAS 10.3652 6.8014 11.0861 6.5035 10.1651 6.3759
NET SALES 0.7281 0.8898 1.0487 0.9243 0.9930 0.8605
. DELGASCO '
TOTAL SALES 8.4051 6.7646 11.4989 7.2055 109539 7.0331
COST OF GAS 7.7821 6.2425 10.8246 6.7047 10.3424 6.5700
NET SALES 0.6230 0.5221 0.6742 0.5008 0.6118 0.4631
DELTA NATURAL ONLY:
% Change to Customers Belween Yrs: Tolal Cost 53.8% 41.9% 3M8%
Gas Cost 54.2% 40.7% 33.0%
Net Sales 0.4% 1.2% 1.8%
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EXHIBIT II

COMPANY CORRESPONDENCE

To: Officers

From: Glenn Jennings A%/
Subject: Fiscal 2007 Budgets
Date: April 24, 2006

Attached are Delta’s proposed operating and capital budgets for the upcoming fiscal
year of July 1, 2006 through June 30, 2007. Each operating budget account compares the
budget for 2007 with the 2006 budget and the twelve months ended December 31, 2005 actual
results. The capital budget comparison includes the proposed budget for fiscal 2007, and
reflects fiscal year-to-date actual results through December 31, 2005. It also includes

projections for fiscal 2008 — 2010.

Retail sales volumes are budgeted utilizing historical usage factors and are based upon
normal (thirty year average) degree days. Adjustments are made for known changes in
customers’ requirements and to reflect expected customer growth. Revenues are budgeted based
upon current rates. Gas cost, the largest operating cost, is developed using expected purchases
based upon budgeted sales volumes. Those volumes for retail sales are priced at the gas cost
recovery rates currently in effect.

Comparative throughput volumes are as follows (in million cubic feet) for the twelve
month periods:

6/30/07 6/30/06 12/31/05
Budget Budget Actual

Retail Sales Volumes 3,605
Off System Transportation 8,247
On System Transportation 5,336

Billed degree days (% of 30 year average) 94.1%



Transportation revenues are estimated based upon

Payroll is based on

Some other major budget components in the operating budget include

The capital budget for 2007 is projected at $10,421,200. Distribution mains of

This budget package will be sent to the Board with the notice for the May 12, 2006
meeting. The budgets will be reviewed with the Board for their consideration and approval at
that meeting.



Fiscal 2007 Income Statement Budget Summary
Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

Delta Natural Gas Co., Inc.

Proposed Proposed
Budget Fiscal Actual Calendar Budget Fiscal
2007 2005 2006
OPERATING REVENUES e (62,682,261) T
OPERATING EXPENSES
Purchased gas 35,650,664
Operation and maintenance 12,039,897
Depreciation and depletion 3,988,963
Taxes other than income taxes 1,675,148
Income tax expense 1,806,800
Total operating expenses 55,161,472
OPERATING INCOME (7,520,789)
OTHER INCOME AND DEDUCTIONS, NET (2,763,571)
INTEREST CHARGES ) 4,635,349
NET INCOME ] (5,649,011) _
EARNINGS PER COMMON SHARE } 1.75) _
WEIGHTED AVERAGE NUMBER OF SHARES 3,229,324

DIVIDENDS DECLARED PER COMMON SHARE 1.19




Fiscal 2007 Income Statement Budget Detail
Compared with Calendar 2005 Actual and Fiscal 2006 Budget

By Financial Statement Caption

DELTA NATURAL GAS CO, INC.

Layer2 of 5

GENERAL SERVICE RATE

RESIDENTIAL

1.480.010 - GS RATE SALES RESIDENTIAL

1.480.011 - UNBILLED REVENUE - RESIDENTIAL

1.480.050 - UNMETERED GAS LIGHT REVENUE

COMMERCIAL

1.480.020 - GS RATE SALES OTHER COMMERCIAL

1.480.021 - UNBILLED REVENUE - OTHER COMMERCIAL

1.480.040 - GS RATE SALES SMALL COMMERCIAL

1.480.041 - UNBILLED REVENUE - SMALL. COMMERCIAL

INDUSTRIAL

1.480.030 - GS RATE SALES INDUSTRIAL

1.480.031 - UNBILLED REVENUE - INDUSTRIAL

WEATHER NORMALIZATION REVENUE

1.480.060 - WNA RESIDENTIAL

1.480.070 - WNA SMALL NON-RESIDENTIAL

INTERRUPTIBLE RATE

COMMERCIAL

2005 . Total
Amount

-55,139,008

-32,220,365

-30,866,875

-1,347,817

-5,673

-20,969,355

-10,932,196

-701,904

8,846,859
i 488,396 |

41,620,717 .

e e e e b

-135,691 !

-328,571 |

-66,922 |

T
-493,103 |

-28,944

1.481.020 - INTERRUPTIBLE RATE COMMERCIAL

1.481.021 - UNBILLED REVENUE INTERRUPTIBLE RATE COMMERCIAL

INDUSTRIAL

1.481.030 - INTERRUPTIBLE RATE INDUSTRIAL

1.481.031 - UNBILLED REVENUE INTERRUPTIBLE RATE INDUSTRIAL

MISCELLANEOUS REVENUE

MISCELLANEOUS OPERATING REVENUE

1.488.010 - COLLECTION REVENUE

1.488.020 - RECONNECT REVENUE

1.488.030 - METER TEST REVENUE

1.488.040 - BAD CHECK REVENUE

-25,388

-3,556

-464,159

-455,431

-8,728

-235,519

-235,519

-119,865

-106,272

-12

-9,370

o

]

sATA\cognos\Models\BAS 120. MDCFILE DATEMDC FILE TIME




Fiscal 2007 Income Statement Budget Detail
Compared with Calendar 2005 Actual and Fiscal 2006 Budget

By Financial Statement Caption

DELTA NATURAL GAS CO, INC.

Layer2 of 5

TRANSPORTATION REVENUE

OFF SYSTEM TRANSPORTATION REVENUE

1.489.020 - OFF SYSTEM TRANSP REVENUE

1.489.021 - OFF SYSTEM TRANSP REVENUE - DELGASCO

ON SYSTEM TRANSPORTATION REVENUE

1.489.040 - ON SYSTEM TRANSP REVENUE

1.488.041 - ON SYSTEM TRANSP DR

PURCHASED GAS

PURCHASED GAS

1.803.000 - PURCHASED GAS - OUTSIDE

1.803.110 - UNBILLED PURCHASE GAS

OPERATION EXPENSE

LABOR

1.753.010 - WELLS & GATHERING PAYROLL

1.754.010 - COMPRESSOR STATION PAYROLL

1.816.010 - CM WELLS EXPENSES - PAYROLL

1.818.010 - CM COMPRESSOR STATION EXPENSES - PAYROLL

1.900.010 - TRANS & DIST. PAYROLL

1.903.010 - CASHERING PAYROLL

1.920.010 - ADMINISTRATIVE PAYROLL

1.926.010 - TIME OFF PAYROLL

TRANSPORTATION

1.900.020 - OPR TRANSPORTATION EXPENSES

1.820.020 - ADM TRANSPORTATION EXPENSES

GENERAL OPERATIONS

1.821.020 - CM PURIFICATION OF NATURAL GAS - MISC

1.871.000 - TELEMETRY COSTS

1.880.010 - OPERATIONS OFFICE TELEPHONE

1.880.020 - OPERATIONS OFFICE UTILITIES

DATAcognos\Models\BAS 120.MDCFILE DATEMDC FILE TIME

2005 . Total
Amount

-6,814,632

-2,382,931

-1,709,109

-673,821

-4,431,701

-1,610,509

-2,821,192

35,650,664

35,650,664

33,029,799

i 2,620,865

J—*——-———"‘ - L

! 11,428,618

6,418,788

17,334

51,154

54,446

18,224

391,234

L 2436349 |
R

2,355,694

1,094,355

625,837

549,637

76,200

399,924

30,092

51,362

98,767

57,013

L




Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA NATURAL GAS CO, INC. Layer20f5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
1.880.030 - OPERATIONS OFFICE MISC. 65.725
1.880.040 - FEES TRAINING SCHOOLS N 35,354 |
1.880 050 - UNIFORMS 30988
1.880.060 - WELDING SUPPLIES  13pa0)
1.881.020 - RENT LAND & LAND RIGHTS 16984 |
CUSTOMER BILLING 231,133 |
1.903.020 - CUSTOMER COLLECTIONS & RECORDS R IRE
UNCOLLECTIBLE ACCOUNTS ' 601623
1.904.000 - UNCOLLECTIBLE ACCOUNTS © e01e23 |
ADMINISTRATIVE ’”‘W”
1.921.010 - ADM TELEPHONE T e
1.921.030 - BOOKS & SUBSCRIPTIONS | 7 27027 |
1.921.040 - COMPANY FORMS T aasa |
1.921.050 - SMALL SUPPLY ITEMS 57416 |
1.921.060 - MISCELLANEOUS OTHER ITEMS T 130062
1.921.070 - EMPLOYEE MEMBERSHIPS 3512 |
1.921.080 - SAFETY LITERATURE & EDUCATION . 13258
1.921.090 - ENGR & DRAFTING SUPPLIES 6,025 |
1.921.100 - ADM UTILITIES ' 44,156
1.921.110 - INVENTORY - DIFFERENCE 2,869
1.921.210 - TRAVEL ETC CO BUS PRES & CEO 6.801
1.921.220 - TRAVEL ETC CO BUS OFFICERS 1,713
1.921.230 - TRAVEL ETC CO BUS OPER & CONST 15,516
1.921.240 - TRAVEL ETC CO BUS ADM&CUST SER 4,818
1.921.260 - TRAVEL ETC CO BUS FINANCE 8,232
1.921.290 - CO. BUS. MEALS & ENTERTAINMENT 38,840
1.921.300 - COMPUTER EQUIPMENT OPERATIONS 14,424
OUTSIDE SERVICES 765,795
1.923.010 - OUTSIDE SERVICES LEGAL 132,682
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Fiscal 2007 Income Statement Budget Detail
Compared with Calendar 2005 Actual and Fiscal 2006 Budget

By Financial Statement Caption

DELTA NATURAL GAS CO, INC. Layer 2 of 5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
1.923.020 - OUTSIDE SERVICES ACCOUNTING 309,611 -
1.923.030 - OUTSIDE SERVICES JANITORIAL 57,675 |
1.923.040 - OUTSIDE SERVICES OTHER 62590 |
1923.050 - OUTSIDE SERVICES COMPUTERS 2032371
INSURANCE 754,608 |
1.924.000 - INSURANCE 754,608 |
EMPLOYEE BENEFITS 2416522 |
1.926.020 - PENSION 639,849—5‘
1.926.030 - EMPLOYEE 401K PLAN T w0273
1.926.040 - MEDICAL COVERAGE 1,347,871 *
1.926.050 - SALARY CONTINUATION COVERAGE T TE
1.926.070 - EMPLOYEE EDUCATION T
1.926.080 - EMPLOYEE RECREATION & SOCIAL - 5037
1.926.100 - SUPPLEMENTAL RETIREMENT PLAN O etre2
GENERAL ADMINISTRATION 826,092
1.913.000 - ADVERTISING 4,35_2";’
1.928.000 - REGULATORY COMMISSION EXPENSE T Tiseses |
1.930.010 - DIRECTOR FEES & EXPENSES 304,326 |
1.930.020 - COMPANY MEMBERSHIPS 50,768 |
1.930.030 - FEES CONVENTIONS & MEETINGS 8,047 |
1.930.040 - MARKETING 6.299 |
1.930.050 - COMPANY RELATIONS 29,8—%7
1.930.060 - TRUSTEE, REGISTRAR, AGENT FEES 63,648 |
1.930.080 - STOCKHOLDER REPORTS 77393
1.930.090 - CUSTOMER & PUBLIC INFORMATION 40797 |
1.930.100 - PUBLIC & COMMUNITY RELATIONS 51431 |
1.930.110 - CONSERVATION PROGRAM 25485 |
1930.120 - LOBBYING EXPENDITURES 15,969 |
1.930.130 - MISC NON TAX DEDUCTIBLE | 15| N
1
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA NATURAL GAS CO, INC. Layer 2 of 5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
EXPENSES TRANSFERRED 2,508,523
1.922.000 - EXP. TRANSFERRED - CAPITAL 2,281,038
1.922.100 - EXP. TRANSFERRED I/C 227,485
OTHER 330,894
1.753.020 - WELLS & GATHERING MISC 644
1.754.020 - COMPRESSOR STATION MISC. 70,055
1.816.020 - CM WELLS EXPENSES - MISC 3,027
1.818.020 - CM COMPRESSOR STATION EXPENSES - MISC 19,549
1.821.000 - CM PURIFICATION OF NATURAL GAS T aaar
1.824.020 - CM OTHER UNDERGROUND STORAGE EXPENSES - MISC “ T5e0
1,825 000 - CM STORAGE WELL ROYALTIES/RENTS T seaas
- 1.856.000 - RIGHT OF WAY CLEARING T 51164
1.900.030 - SMALL TOOLS & WORK EQUIPMENT T 71379
MAINTENANCE EXPENSE T e1279,
LABOR T eraes
1.764.010 - MNT WELLS & GATHERING PAYROLL T st
1.765.010 - MNT COMPRESSOR STATION PAYROLL 2274 |
1.832.010 - CM MAINT OF RESERVOIRS AND WELLS - PAYROLL 1819
1.834.010 - CM MAINT OF COMPRESSOR STAT EQUIP - PAYROLL 761
1.835.010 - CM MAINT OF MEAS & REG STAT EQUIP - PAYROLL 263
1.887.010 - MNT TRANS & DIST MAINS PAYROLL 50,688
1.893.010 - MNT OF METERS & REG PAYROLL 15,125
1.894.010 - MNT OF OTHER EQUIPMENT PAYROLL 8,208
TRANSPORTATION 27,178
1.898.010 - MNT - TRANSP EQUIP EXPENSE-PAYROLL 20,757
1.898.020 - MNT - POWER OPR EQUIP EXPENSE-PAYROLL 6.421
MAINS 62,737
1.887.020 - MNT TRANS & DIST MAINS OTHER 62,737
METER & REGULATORS 62,428
-
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA NATURAL GAS CO, INC. Layer 2 of 5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
1.893.020 - MNT OF METERS & REG OTHER 62,428 -
OTHER 367,747
1.764.020 - MNT WELLS & GATHERING OTHER 11
1.765.020 - MNT COMPRESSOR STATION OTHER | 18,691
1.831.020 - CM MAINTENANCE STRUCTURES & IMPROVEMENTS - MISC | I qo318]
1.832.020 - CM MAINTENANCE OF RESERVOIRS AND WELLS - MISC %‘“"‘“‘2‘%‘.6'2?;
1.833.020 - CM MAINTENANCE OF LINES - MISC _______T_
1.834.020 - CM MAINTENANCE OF COMPRESSOR STAT EQUIP - MISC f 9,341 |
1.835.020 - CM MAINTENANCE OF MEAS & REG STAT EQUIP - MISC %—M 1,964 _
1.837.020 - CM MAINTENANCE OF OTHER EQUIPMENT - MISC T 6.635
1.886 000 - MNT STRUCTURES TRANS & DIST. i [Ty
1.889.000 - MNT REG STATION TRANS & DIST. e
1.894.020 - MNT OF OTHER EQUIPMENT OTHER ?___. 78,746
1.932.010 - MNT COMMUNICATION EQUIPMENT B T"—W'{a}?
1.932.020 - MNT OFFICE EQUIPMENT o 30,465 |
1.932.030 - MNT GENERAL STRUCTURES B [ 12,089 |
1.932.050 - MAINTENANCE COMPUTER EQUIPMENT 77,008
DEPRECIATION EXPENSE 3,988,963
DEPRECIATION EXPENSE 3,988,963
1.403.000 - DEPRECIATION EXPENSE 3,997,035
1.403.100 - DEPRECIATION EXPENSE FOR ASSET RETIREMENT COST 588
1.406.000 - AMORT OF GAS PLANT ACQ ADJ-TRANEX -58,800
1.406.010 - AMORT OF GAS PLANT ACQ ADJ-MT OLIVET ) 46,800
1.411.100 - ACCRETION EXPENSE 3,340
TAXES OTHER THAN INCOME TAXES 1,675,148
PROPERTY TAXES 1,138,840
1.408.010 - LICENSE & PRIVILEGE FEES 5,414 !
1.408.020 - PROPERTY TAXES 1,133,426
PAYROLL TAXES 536,308
]
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Fiscal 2007 Income Statement Budget Detaill

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA NATURAL GAS CO, INC. Layer 2 Ofs
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
1.408.030 - PAYROLL TAXES - 536,308
INCOME TAXES T Ts06800 |
CURRENT FEDERAL 31,060
1.409.010 - CURRENT FED INC TAX 3190
1.409.070 - ESTIMATED INTERIM INCOME TAXES “mmﬁmmé"?
CURRENT STATE T Tessa0
1.409.020 - CURRENT STATE INC TAX 68,540
DEFERRED FEDERAL & STATE T rasa00
1.410.000 - DEFERRED INCOME TAXES T 1789.050 ¢
1.410 010 - AMORT OF REGULATORY LIABILITY 4_4950
INVESTMENT TAX CREDIT-NET B T a7s00
1.420.000 - INVESTMENT TAX CREDIT NET - T 5700
JON REGULATED INCOME 2763571
NET INCOME FROM SUBSIDIARIES B - 2705081
1.418.010 - NET EARNINGS OF SUBSIDIARY o "'fzﬁ,?/bg,gé"{_f
INCOME TAXES NON REGULATED T 57400
1.409.080 - INCOME TAXES NON-REGULATED T 700
OTHER NET INCOME BEFORE INCOME TAXES I 294,990
1.415.010 - LABOR SERVICE REVENUE T eeta |
1.415.020 - MERCHANDISING REVENUE 1 16593
1.415.030 - SALES TAX COMMISSION T Tesm]
1.416.010 - LABOR SERVICE EXPENSE T 229
1.416.020 - MERCHANDISING EXPENSE ?“——72_2—65"
1.419.000 - INTEREST & DIVIDEND INCOME Tm’”.zo,m
1.421.000 - MISC NON OPERATING INCOME 1 52,435
1.426.020 - LIFE INSURANCE CO. BENEFICIARY  aess |
INTEREST ON LONG TERM DEBT 3793475 |
INTEREST ON LONG TERM DEBT 3793475 |
1.427.000 - INTEREST ON LONG TERM DEBT 3,793,475 |
‘ I
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA NATURAL GAS CO, INC.

Layer2 of 5

2007 . Proposed
Amount

OTHER INTEREST

INTEREST ON SHORT TERM DEBT

1.431.020 - INTEREST ON SHORT-TERM DEBT

1.431.021 - SUBSIDIARY INTEREST

OTHER INTEREST

1.431.010 - INTEREST ON CUSTOMER DEPOSITS

AMORTIZATION OF DEBT EXPENSE

AMORTIZATION OF DEBT EXPENSE

1.428.000 - AMORT OF DEBT EXPENSES

NET INCOME

2005 . Total
Amount

605,689

574,633

586,333

-11,700

31,056

31,056

236,184

236,184

OV

236,184

-5,649,012

2006 Adopted
Amount
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELTA RESOURCES, INC.

Layer 3 of 5

2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount

SUBSIDIARY SALES 23,198,714
SALES TO OTHERS 23,198,714
2.496 000 - ON SYSTEM SALES 23,226,568
2.496.100 - FRANCHISE TAX & GTI TAX - NET 27,855
PURCHASED GAS 18,484,625
PURCHASED GAS 18,484,625

2.803.000 - GAS PURCHASED | 1sasa625 |
OPERATION EXPENSE 2,887,608
TRANSPORTATION FEE 2,821,192
2.804.000 - ON SYSTEM EXPENSE TRANSP FEE 2,821,192
GENERAL OPERATIONS 0,888

2.415.030 - SALES TAX COMMISSION 9,888 |
OUTSIDE SERVICES 76,304
2.923.000 - OUTSIDE SERVICES I/C 75,974
2.923.100 - OUTSIDE SERVICES 330
INCOME TAXES 711,500
CURRENT FEDERAL 573,700
2.409.010 - CURRENT FED INC TAX 541,100
2.409.070 - ESTIMATED INTERIM INCOME TAXES 32,600
CURRENT STATE 137,800
2.409.020 - CURRENT STATE ING TAX 137,800
OTHER INTEREST 8,200
INTEREST ON SHORT TERM DEBT 8,200
2.419.000 - INTEREST AND DIVIDEND INCOME 8,200
NET INCOME -1,106,781
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption

DELGASGO, INC. Layer 4 of 5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount
SUBSIDIARY SALES 42,904,831
SALES TO SUBSIDIARY COMPANIES -20,552,610
SALES TO OTHERS 22,352,222
3.496 000 - SALES TO OTHERS 22,352,222
PURCHASED GAS 41,184,321
PURCHASED GAS 41,184,321
3.803.000 - GAS PURCHASED 39,037,216
3803100-GAS PURCHASED -1 | 2,147,104
OPERATION EXPENSE 756,443
TRANSPORTATION FEE 673,821
3.804.000 - EXPENSE-TRANSPORTATION FEES 673,821
OUTSIDE SERVICES ] 82,622
3.923.000 - OUTSIDE SERVICES - INTERCOMPANY 82,622 o

I"TAXES OTHER THAN INCOME TAXES 8,022
PAYROLL TAXES 8,022
3.408.000 - TAXES - NON INCOME 1,205
3.408.100 - OTHER TAXES 6.817
INCOME TAXES 370,900
CURRENT FEDERAL 312,400
3.409.010 - CURRENT FEDERAL INCOME TAX 241,200
3.409.070 - ESTIMATED INTERIM INCOME TAXES ) 71,200

CURRENT STATE 58,500 |

3.409.020 - CURRENT STATE INCOME TAX 58,500 |

OTHER INTEREST 6662 |

INTEREST ON SHORT TERM DEBT 6,662 |

3.419.000 - INT. INCOME - SUBS 26,800 |

3.419.100 - INTEREST INCOME 20138 |
NET INCOME 578,484
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Fiscal 2007 Income Statement Budget Detail

Compared with Calendar 2005 Actual and Fiscal 2006 Budget
By Financial Statement Caption
ENPRO, INC. ~ Layer5of5
2007 . Proposed 2005 . Total 2006 Adopted
Amount Amount Amount

5.411.100 - ACCRETION EXPENSE 10,829
TAXES OTHER THAN INCOME TAXES 21,352
PROPERTY TAXES 19,596
5.408 000 - PROPERTY TAXES 19,596
PAYROLL TAXES 1,756
5.408.100 - OTHER TAXES 1,756
INCOME TAXES 649,600
CURRENT FEDERAL 570,900
5.409.010 - CURRENT FEDERAL INCOME TAX 358,900
5.409.070 - ESTIMATED INTERIM INCOME TAXES 212,000
CURRENT STATE 89,600
5.409.020 - CURRENT STATE INCOME TAX i 89,600
DEFERRED FEDERAL & STATE -10,900
| 5.410.000 - DEFERRED INCOME TAXES 210,900
NON REGULATED INCOME 15
OTHER NET INCOME BEFORE INCOME TAXES 15
5.421.000 - MISC NON OPERATING INCOME 15
OTHER INTEREST - -23,045
INTEREST ON SHORT TERM DEBT -23,045
5.431.000 - INTEREST EXPENSE - SUBS -23,300
5.431.100 - INTEREST EXPENSE 255
NET INCOME -1,020,716
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EXHIBIT II1

COMPANY CORRESPONDENCE

TO: QOfficers

FROM:  Glenn Jennings A g
SUBJECT: Performance Indicators

DATE: April 18, 2006

Delta’s updated performance indicators are included on the attached report. In
addition to the items in the report, the following information is also included as a part of
the performance indicators.

Exhibit 1 - Insurance coverage and cost comparison. (Connie King)

Exhibit 2 - Average cost per foot for replacement and extensions, by size and type of pipe,
for 2005, 2004, and 2003. (John Brown)

Exhibit 3 - Customer service cards results and complaints summary for 2005. (Emily
Bennett, Connie King, Bob Hazelrigg)

Exhibit 4 — Shareholder survey summary for 2005. (Emily Bennett)
Exhibit 5 — Employee survey summary for 2005. (Juanita Hensley)

Exhibit 6 - Summary of customer service interruptions for 2005, 2004, and 2003. (Johnny
Caudill) v

Exhibit 7 - Schedule for 2005, 2004, and 2003 comparing sales and transportation volumes
to the budget and the previous year. (John Brown)

Exhibit 8 - Schedule of peak requirements for fiscal 2006, 2005, and 2004 compared to
estimated requirements, and a comparison of annual retail requirements versus estimated
_requirements for fiscal 2005, 2004, and 2003. (Brian Ramsey)

Exhibit 9 — Certain gas industry data, as available from AGA, as compared with Delta.
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EXHIBIT 3
Page 1 of 3

DELTA NATURAL GAS COMPANY, INC.
2005 CUSTOMER RESPONSES - CUSTOMER SERVICE CARDS

CUSTOMER RESPONSES RECEIVED:

Owingsville District 22
Berea District 75
Nicholasville District 498
Middlesboro District 63
Corbin District 343

1,001

SERVICE REQUESTS:

Turn on 545
Reconnect 92
Set meter/turn on 117
Meter rotation/inspection 144
Check for leak, gas odor 46

Check furnace, light pilots, logs, read meter 46

Gas meter frozen 3
Not indicated 8
1,001
Yes No
Timely response to request 945 9
Service satisfactory 971 3
Courteous/Professional 975 1

Service Rgndered

COMMENTS:

Excellent/professional service and employees
Comments concerning high prices/bills /deposits
Schedule appointments/specific time to do work

Not Indicated
47
27
25

49
19
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EXHIBIT 4

2005 Shareholder Survey Summary
(mailed with 9/15/05 dividend checks)

1. Overall, how would you rate Delta as an investment opportunity?
Excellent - 56 Good - 61 Poor - 1
2. What is the primary reason you hold your Delta stock?
Capital appreciation - 28 Dividend income - 101 Other -9
3. How would you rate Delta's stock transfer agent, in each of the following areas:

e Prompt response to shareholder request —

Excellent - 43 Good - 41 Poor - 4

e Quality and accuracy of response —

Excellent - 43 Good - 45 Poor - 4

e Adequacy of information provided —
Excellent - 45 Good - 44 Poor—-3

4. Overall, how would you rate the usefulness of Delta's annual report in helping
you to understand the company?

Excellent - 41 Good - 64 Poor -1

5. Would you like to receive information concerning Delta's Dividend Reinvestment
and Stock Purchase Plan?

Yes — 36 sets mailed
6. Please provide any comments, suggestions or concerns.

Been pleased with investment, satisfied

Raise dividends, dividends too low

Mail dividends payments on time
Concemed about effects of hurricanes

— N W N

Total shareholder survey cards received — 118



EXHIBIT 5

2005 Employee Survey Summary

Yes No

1 Does Delta provide high quality

service to its customers? 66 0
2 Arerules and policies implemented

and enforced fairly at Delta? 62 0
3 Does Delta have an effective system

in handling employee concerns? 57 6
4 Do people you work with cooperate

and work well together? 66 1
5  Is communication within Delta effective? 57 3
6  Overall do you consider Delta a good place to work? 67 0
7  Was the evaluation of your job performance fair? 66 0
8 Is Management supportive of all employees? 59 3
9  Is the training you receive adequate to

perform your job? 67 0

10 s Safety and Security a high priority at Delta? 67 0
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Delta Natural Gas Company, Inc.
Comparison of Sales and
Transportation Volumes

to Budget and Previous Year

December 31, 2005

EXHIBIT 7

, MONTH _ YEAR TODATE YEAR ENDED
This Year Over This Yéar Over
(Under ) Budgel  This Year Last Year |(Under)Budget  This Year Lasl Year This Year Last Year
DEGREE DAYS BILLED - LEXINGTON AREA 8§55 534 923 827 4,389 4,357
MCPS: DELTA NATURAL
RESIDENTIAL 273,984 200,979 469,352 424,938 2036.700 2,100,518
SMALL COMMERCIAL 83,079 51,608 145,287 116,765 604,106 630,092
COMMERCIAL - OTHER 111,454 70,392 244,028 215,682 805,548 829,862
INDUSTRIAL 20,530 13,957 47,893 42,966 158,867 158,273
TOTAL SOLD 489,087 336,946 906,560 800,352 3,605,221 3,718,765
OFF SYSTEM 830,602 684,120 4,507,996 3454615 8.246.962 7.171.033
ON SYSTEM 494,398 454,746 2,573,134 2,510,096 5,335,963 5,048,222
TOTAL TRANSPORTED 1,325,000 1,138,866 7,081,130 5964.711] 13582925 12,219,255
TOTAL DELTA NATURAL 1814087 1475812 7,987,690 6,765063} 17,188,146 15,938,020
December 31, 2004
MONTH YEAR TO DATE YEAR ENDED
’ This Yéar Over This Year Over
N {Under ) Budge!  This Year tast Year |(Under)Budget This Year Last Year This Year Last Year
DEGREE DAYS BILLED - LEXINGTON AREA 534 557 827 963 4357 4601
MCF'S: DELTA NATURAL . o »
RESIDENTIAL 206,979 251,844 424,938 525965 2100518 2293335
SMALL COMMERCIAL 54605 75,610 116.766 155,588 630,092 697,274
COMMERCIAL - OTHER 76392 91,624 215,682 248,595 829,882 860,512
INDUSTRIAL 13,967 16,358 | 42,966 45,583 158,273 176,672
TOTAL'SOLD 336,946 4354361 800,352 976,738 3718.765 4,027,193
OFF SYSTEM 684,120 553,462 3,454 615 3,473 442 7171033 621274
ON SYSTEM 454,746 4456741 2510096 2627534 - 5048222 5,285,621
TOTAL TRANSPORTED 1,138,866 999,156 | 5964711 6,100,976 | - 12.219,255 11,498 415
) ; 67 7 020 15525608
TOTAL DELTA NATURAL o A7TSBI2 1434592 1 S5.765.06 7,977,114 15.93!?_ 00 __ h
December 31, 2003
MONTH YEARTO DATE YEAR ENDED
This Year Oves This Year Over
M This Year Last Year §(Under)Budget  This Year Last Year This Year Last Year
DEGREE DAYS BILLED - LEEXUNGTCON AREA 557 773 963 1276 4,601 4583
MCF'S: DELTA NATURAL
RESIDENTIAL i 251,844 354,802 525,965 648,910 2,293,334 2,266,495
SMALL COMMERCIAL 75,610 105,444 155,588 193,466 697,274 667 590
COMMERCIAL - OTHER | 91,624 117,737 246,595 278,166 860,512 833,292
INDUSTRIAL 16,358 24150 ¢ 48,589 53,206 176,072 147,535
TOTAL SOLD ; '\ 435436 6021331 976,737 1,173,748 4027192 3,914,912
OFF SYSTEM | 553,482 438,448 3,473,442 2,656,556 6,212,794 4,912,354
ON SYSTEM | 445674 4513231 2,627 534 2,639,792 5.285,621 5,129,321
TOTAL TRANSPORTED ! 999,156 889,771§ 6,160,976 *, 5,296,348 11,498 415 10,041,675
TOTAL DELTA NATURAL 1,434 592 1,491,904 7,077,713 6,470,096 15,525,607 13,956,587




EXHIBIT 8
Page 1 of 2

DELTA NATURAL GAS COMPANY, INC.
COMPARISON OF ESTIMATED PEAK DAY MCF REQUIREMENTS
TO ACTUAL USAGE
FOR THE FISCAL YEARS ENDED JUNE 30

2004 2005 2006
ESTIMATED REQUIREMENTS

REVISED REQUIREMENTS !
ACTUAL USAGE

% DIFFERENCE



EXHIBIT 9

Page 1 of 8
Appendix 10: Comparison Summary For:
DELTA NATURAL GAS CO
2005

Meftric Value Rank
Appendix 10A: Total Customers 38,862 133
Appendix 10B: Total Deliveries (Mcf) 8,719,644 134
Appendix 10C: Residential Share of Total Deliveries 24.0% 184
Appendix 10D: Total Sales Deliveries (Mcf) 3,698,683 141
Appendix 10E: Transportation Share of Total Delfiveries 57.6% 36
Appendix 10F: Residential Sales Revenue (¥Mcf) 15.53 10
Appendix 10G: Commercial Sales Revenue (¥/Mcf) 14.22 6
Appendix 10H: Use Per Customer (Mcf/Yr) 224.4 60
Appendix 101: Use Per Residential Customer (Mcf/YT) 62.4 164
Appendix 104: Use Per Commercial Customer (Mcf/Yr) 330.0 186
Appendix 10K: Total Miles of Main 2,084 125
Appendix 10L: Miles of Main - Cast Jron Share 0.0% 141
Appendix 10M: Miles of Main - Plastic Share 82.2% 21
Appendix 10N: Average Length of Service (Feet) 64 137
Appendix 100: System Density (Customers Per Mile Of Main) 19.1 169
-Appendix 10P: Percent Unaccounted For Gas 1.88 64

Sources: Energy Information Administration and Department of Transportation public records

NOTE: Data and rankings are very dependent on numerous variables, such as weather, customer
base, age of system, regulatory eavironment, access to supplies, accuracy of data
filirgs, etc. Rank is simply based on a descending data soit and is not to be inferred
as a value judgment. '
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2005 BEST PRACTICES BENCHMARKING
Service Piping Replacements

Delta
Stable Soil  80.0% 80.0%
Seil Condiﬁoqs Loose Soil 10.0% 10.0%
(%% of system) Rocky Soil 5.0% 10.0%,
Unadjusted Footage 147.789 31,000
Adjustment Footage < 10,642 2,325
Class 1 0.0%
Class 2 2.0%
Class Location Class 3 82.0%
(% of system) Class 4 1.0%
Unadjusted Footage 171,545
Adjustment Footage 89.504
< 11/4" 91.0% 99.0%
Pipe Diameter 11/4"-2" 7.0% 1.0%)
(% of system) > 2" 1.0% 0.0%
Unadjusted Footage 166,098 31,000
Adjustment Footage 6,593 155]
Typeof  {Percent services replaced with mains 60.0%
Replacement {Percent all other service replacements 40.0%
Total replacements 100.0%
No. of metered customers at year-end 404,709 40,002
Are you a "gas-only" company Yes
Unadjusted Number of Services Replaced 2,169 310,
Unadjusted Feet of Service Replaced 147,789 31,000
Average length (feet) of each Service Line 66 1004
Unadjusted Labor Expenses $1,560.662 $124,000;
Unadjusted Total Expenses $3.100,000 $206.150
Productivity (Unadjusted Productivity:
Labor Cost per Service Line $728.58 - $400.6
Labor Cost per Foot $11.10 $4.00§
Total Cost per Service Line $1,346.26 $665.00}
Total Cost per Foot $21.85 $6.65}
Adjusted Number of Services Replaced 4,108 333]
Measures | Adjusted Feet of Service Replaced 283,988 33.48
Adjusted Labor Expenses $1,489,979.03 . $122,047}
Adjusted Total Expenses $2,886,405.96 $202,90
| Adjusted Productivity:
| Labor Cost per Service Line $390.31 $364.54
Labor Cost per Foot $6.20 $3.65
Total Cost per Service Line $766.80 $606.
Total Cost per Foot $11.61 $6.09

American Gas Association
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12005 BEST PRACTICES BENCHMARKING
Maln Piping Replacements

= Delta
Stable Sonl 80% 95%
Soil Conditions Loose Soil 10% 0%l
(% of system) Rocky Soil 3% 5%
Unadjusted Footage 131,847 44,731
Adjustment Footage 9,957 1,118
Class 1 0% 0%
Class Location Class 2 2% 0%
{% of systemn) Class 3 86% 100%]
Class 4 1% 0%
Unadjusted Footage 122,716 44,731
Adjustinent Footage 275,528 89,462
Dirt 13% 95%
Landscaped 10% 0%
Surface Blacktop/Asphalt 26% 2.5%
(% of system) Concrete 10% 2.5%)
Unadjusted Footage 131,847 44,731
Adjustroent Footage 21,776 783
> 1500 33% 36%
Job Length 600" - 1500 20% 20%
(% of system) < 600’ 23% 24%,
Upadjusted Footage 148,385 44,731
Adjustment Footage 10,034 3,563"
<=2 60,000 30,220}
3"-4" 33,632 sl
Pipe Diameter 6" - 8" 26,086 off
(Feer) 10" - 14" 1,260 off
>= 16" 0
Unadjusted Footage 139,694 94=73i1
Adjustinent Footage 85.551 10,883
Type of Percent Mandatory-Public Improvements 30% 89%1
Percent Mandatory-Pipeline Integrity 15% 10%||
Replacement |Percent Discretionary 19% 1%
Total main replacements 100% IOO%I
No. of metered customers at year-end 427,933
Are you a "gas-only” company
Unadjusted Feet of Main Replaced 131,847
Unadjusted Labor Expenses $2.941,998
Total Unadjusted Main Replacement Costs $5,682.089
Productivity |(Unadjusted Labor ($ per Foot) $22.66
Unadjusted Total Costs (3 per Foot) $39.57
Measures  jAdjusted Feet of Main Replaced 537,653
Adjusted Labor Expenses $2,890,910
Total Adjusted Main Replacement Costs $5,628.711
Adjusted Labor (3 per Foot) $7.58
. $10.97

‘Adjusted Total Costs (3 per Foot)

Ameriéan Gas Association



2005 BEST PRACTICES BENCHMARKING
Employee Safety

Employee Data

Number of Employees - Field

Number of Employees - Office

Number of Employees - Total

Hours Worked

Cost Data

Safety Dept (Corporate & Field)

2004

2003

2002

Safety Meetings & Training

2004

2003

2002

Safety Supplies (excluding PPE)

2004

2005

2002

Safety Incentives & Bonuses

2004

2003

2002

All Other Costs

2004

2003

2002

Total Cost of Safety Program

2004

2003

2002

Cost of Safety Dept per Employee

2004

2003

2002

Adjusted Cost per Employee

2004

2003

2002

American Gas Association -

1,605,141}
1,661,629
1,684,041

177,999
_s170360
5204377

$102,738
. §126638;
115,526

$12.250
. 38,107

539801
334,848
$30,000

$24 040
$18.437
$22,534

$401,936
$382.284
$386,329

~se7
S634
5606}

S628
$606:
5608

Delta

156
169
344,712

313,776
310,007

$4,047
$3,901]
$3,133}

$23919]
$7,914
512,487

$2.980
1,958
_s1,906

$755
$497
$245]

$31,701
$14,270]
518371

_ s03
- S87
s109

i S8

: 5107

EXHIBIT 9
Page 4 of 8



2005 BEST PRACTICES BENCHMARKING
Technical Training

Delta
Are you 0 Gns-Only Company (Y/N) Yes
Number of gns customers at year-end 40,602
Technical Training:
A. Operating cost of Training Cenler 341,820
B. Trainer Labor Cost $204,000 $5,684
C. Out-source Training Cost $13,750 $3,610
D. Employee Lobor Costs while in Training $278,698 $29,944
E. Other costs (travel, meals, supplies, etc.) $22,744 $3,110
Total Technical Tralning Costs $724,650 $42,348
Developmental Training:
A. Opcrating cost of Training Center $4,700
B. Trainer Labor Cost $22,700
C. Out-source Training Cost £10,000
D. Employec Labor Costs while in Truining 325,876
E. Other cosls (travcl, meals, supplies, etc.) 34,000
Total Developmental Truining Costs $56,526
Total Technical & Developmental Training Costs $774,478 $42,348
Number of front-line ficld cmployces 352 125
Number of Trainers (FTE) 4 {
Total Technical Training Employees hours 12,676 1,728
Total Developmental Training Employees hours 840
Unadjusted Productivity: - )
Total Technlent Training cost per employce $1,668 $339
Total Developmentul Training cost per employee $320
Total Technical & Developinental tradning cost per cmployce $2,045 $339
Totnl cost per technicnd tralning hour $53.29 $24.51
Total cost per developmental training hour $62.00
Tlotn} cost per hir - technicn] & developmental trnining $55.27 $24.51
Technical Traning hours per employce 32 14
Developmentd Traning hours per employce 7
Total tralning hrs per employee - Technlenl + Develpmental 34 4
Adjusted Productivity:
Totsl Techuical Training cost per employee $1,655 $333
Totad Developmental Tralning cost per employce $324 1
Tiotal Technicnl & Developmental training cost per employee 31,896 ! 3333
‘Total cost per technienl tralning hour $54.32 $24.12
Total cost per developmental training hour ' $64.70
$24.12

Tiotal cost per hr - technical & developmental trafuing

$56.82

American Gas Association

EXHIBIT 9
Page 5 of 8



EXHIBIT 9
Page 6 of 8

2005 BEST PRACTICES BENCHMARKING
Company Prefile Computations

Delta

1. Distribution O & M cost per customer N . $102.53]
2. Distribution O & M cost per mile of main %2974 %2781
3. Distribution O & M cast per dollar of plant $0.03 3005
4, Distribution O & M costs / MCI sales $0.45 ... 3092
5. Distribution O & M costs / MCF transported %070 I L
6. Dist O & M casts / MCF sules + MCF tmuspodted . 3026 3042
7. Dist O & M costs + capital/customers %42 I 11-74
8. DistQ & Mcosls + capitnl/miles of main o sae _$4,942
9 Revenue dollars per customer $1.281 __”3 1,584
10. Operating Income dollars per customer o 38147 R AL
11. Customers per mile of main o - 1 A
12. Admin & General expensces per customer L_ﬁ__ﬂ_}ﬁ();é}z ****** $131.63
13. Sales & Muarketing expenses per customer _ __~__~~___»§Z_Z_Z7 %005
14. Customers Accounis expenses per customer %3880 887
15, Meter Rending expenscs per customer - $5.79 e $2.59
16, Call Center expenses per customer $15.60 __§15.60
17. Uncollectible Accounts exp per customer $8.24 o $13.69
18, O&M & Admin & Sules & Cust expleustomer $181.65 . $260.08
19, O&M & Admin & Soles & Cusl.cxp/milc ofinain _ $10,067 _ $7.216)
20, O&M/Admin/Sales/Cust exp & Copitnifcustomer o J}_B_(z e E?_‘i({
21. Distribution plant per mile of main B . $88,701.52] _...361,630
{l22. Capital Expenditures / doflars of depreciation . s150 3002
23. Capital Expenditures per customer $80.26 $79.70
24, Customers per cmiployce . . 672 2

American Gas Association



EXHIBIT 9

Page 7 of 8

2005 BEST PRACTICES IENCHMARKING
Company Profile Data

17._Administrative and General Expenses $36,123,044
A. A&G - Salarics $6,323,016
B. A&G - Office Supplics and Expenses . $3,540,716
C. A&G - A&G Expenses Transferred -$1,215,003
D. A&G - Outside Services Employed $3,571,585
L. A&G - Property Insurance $223,577
F. A&G - Injurics and Damages $1,573,128
G. A&G - Employce Pension & Benelils $9,093,503
H. A&G - Franchisc Requirements 32379
1. A&G - Repulatory Commiissions Exp o $555,488
1. A&G - Duplicate Charges Credit _ -$406,956
K. A&G - General Advertising Exp o Bs1381
L. A&G - Misc General Expenscs $1,061,508
M. A&G - Rents $777,564
N. A&G - Maint & General Plant _$332652
18. Salcs and Marketing Expenses $837,426
19. Customer Accounts Expensc _ %$20,594,700
A. Meter Reading Expenses $2,076,492
B. Call Center Expensc:s $7,468,175
C. Uncollectible Accounts Expenses $3,312,334
20, Customer Service & Informational Expense $1,665,930
21. Number of services 399,219
22. Operating Income $36,808,‘786
23. Number of Heating Degree Days 5,065

American Gas Association

Delta
_$5,090451
566,034
52,480,463

§$652,785

$2,641,614

__ $550,652
___$166,161}
1,98
__$1,232,485
i $100,000
$529,30)

_ $8,162,87
435
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2005 BEST PRACTICES BENCHMARKING

Company Profile Data

1. FERC Distribution Operations Exp

_ $16,533,731

A, FERC Account 878

$1,601,038

B. FERC Account 879

2. FERC Distribution Maintenance Exp

$1,980,430

A. FERC Account 893

$497,579

3, Number of Customers

431,431

4. Annual increase in No, of Customers

: 6. MCF ol natural gas sold

Al 5. Number of residential customers

3,909

419,951

54,158,977

7. MCF of natural gas transporled

33,298,255

8. MCF of natural gas sold to residential

27,036,109

9. Number of gas cmployees

639

10. Miles of distribution muin

6,433

11. Gas Operating Revenue

$614,478,019

12. Residential customer revenue

$276,968,146.

13. Distribution Plant Base

 $823,256,385

14, Distribution depreciation

$29,339,270

15. Capital Additions - New Plant

$18,873,000

]

$15,210,100

16. Capitul Additions - Replacement Plant

1
. P H

'

Anierican Gas Association

1

Delta
R
X $3,538,764)

. $426,552

$49,900

1,420

___$61,256,304)

32,43 8,25:]

$87,883,730

$25,846,884

$2,076,020)

$1,006,077)

t
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Minutes of Regular Quarterly Meeting of the Board of Directors
of Delta Natural Gas Company, Inc.
Held in Winchester, Kentucky on February 10, 2006

A regular quartetly meeting of the Board of Directors of Delta Natural Gas
Company, Inc. was held at the principal office of the Company at 3617 Lexington Road,
Winchester, Kentucky, on Thursday, February 10, 2006 beginning at 10:00 am. ES.T.,
pursuant to notice attached hereto as Exhibit I.

The following directors were present: Donald R. Crowe, Billy Joe Hall, Jane
Hylton Green, Lanny D. Greer, Glenn R. Jennings, Michael J. Kistner, Lewis N. Melton,
Harrison D. Peet and Michael R. Whitley. Arthur E. Walker, Jr. participated by telephone.
John F. Hall, Corporate Secretary, was also present.

Glenn R. Jennings, the Chairman, called the meeting to order, announced a
quorum and the meeting proceeded.

The first order of business was the approval of the minutes of the meeting held on
November 17, 2005. Copies of said minutes had been circulated to all directors prior to
the meeting. Upon motion duly made, seconded and carried unanimously, it was

RESOLVED, that the minutes of the meeting held November 17, 2005, as

circulated, be approved and that reading of said minutes be waived.

Mr. Jennings announced there was no old business, then proceeded to new
business.

Mr. Jennings reviewed the Company’s financial results and highlighted information
from the Quarterly Summary Report. The report had been prepared and mailed to all
Directors prior to the meeting and is attached to these minutes as Exhibit IT.

The declaration of a dividend on common stock was discussed. Upon motion duly

made, seconded and carried unanimously, it was



RESOLVED, that a dividend on common stock of $.30 per share be paid

to common shareholders of record as of the close of business on March 1,

2006, said dividend to be paid March 15, 2006.

Michael J. Kistner, Chairman of the Audit Commuttee, discussed with the
Board a meeting held on February 6, 2006 by the Audit Committee.

Lewis N. Melton, Chairman of the Nominating and Compensation Committee,
updated the Board on a meeting held by that Commuttee on February 6, 2006. After

discussion and upon motion duly made, seconded and carried unanimously, it was

RESOLVED, that the revised attached salary ranges (Exhibit III) for
Delta's officer positions be approved to be effectve July 1, 2006.

RESOLVED, that the attached specific annual pay increases (Exhibit IV)
be approved to be effective July 1, 2006 for each of the officers of Delta.

RESOLVED, that the total payroll increase to be budgeted for fiscal 2007

)

After discussion and upon motion duly made, seconded and carried unanimously

with Mrs. Green abstaining, it was
RESOLVED, that effective on and after February 10, 2006, no current
seated director or any other individual shall be nominated to the Board of

Directors of Delta Natural Gas Company, Inc. after the calendar year in
which they attain the age of 72.

After discussion and upon motion duly made, seconded and carried unanimously
with Mr. Peet abstaining, it was

RESOLVED, that the 2003 BMW automobile owned by Delta and driven

by Harrison D. Peet be given to Mr. Peet and title to same be transferred

to him on or before February 28, 2006.

The Strategic Plan of the Company was revised and a copy was mailed to all

Directors prior to the meeting. The revised Strategic Plan is attached hereto as Exhibit V.

After discussion, upon motion duly made, seconded and catried unanimously, it was



RESOLVED, that the revised Strategic Plan of the Company dated
February 10, 2006 is hereby approved and adopted.

Mr. Jennings discussed with the Board risk areas and related controls for Delta. A

copy of this is attached as Exhibit VI.

Mr. Jennings reviewed with the Board a survey of Delta's shareholders attached as
Exhibit VII.

Mr. Jennings discussed with the Board the refinancing of Delta's 7.15% Debentures
due 2018, 6 5/8% Debentures due 2023 and Delta's short-term debt. After discussion,
upon motion duly made, seconded and carried unanimously, it was

RESOLVED, THAT Delta’s management is authorized to proceed with a
public financing for Delta involving the sale of up to $40,000,000 principal
value of Delta’s Debentures (the “Debentures”).

RESOLVED FURTHER, that management is authorized to seek
approval from the Public Service Commission for the sale of the
Debentures.

RESOLVED FURTHER, that management is authorized to utilize the
proceeds from the sale of the Debentures to refund long-term debt, reduce
short-term debt and to use the balance, if any, of the proceeds for working
capital.

RESOLVED FURTHER, that management is authorized to call for
redemption Delta’s outstanding 7.15% Debentures due 2018 and Delta’s 6
5/8 % Debentures due 2023.

RESOLVED FURTHER, that management is authorized to cause Delta
to prepare a registration statement (the "Registration Statement") for the
proposed sale of the Debentures and to file the Registration Statement on
behalf of Delta with the Securities and Exchange Commission.

RESOLVED FURTHER, that Glenn R. Jennings or John F. Hall is
authorized to sign said Registration Statement on bebalf of Delta.

RESOLVED FURTHER, that management is authorized to prepare on
behalf of Delta such further amendments to the Registration Statement as
they shall deem desirable, to produce all other necessary signatures thereto
and to file such amendments with the SEC.



RESOLVED FURTHER, that Glenn R. Jennings or John F. Hall is
authorized to sign on behalf of Delta any such further amendments to the
Registration Statement as they shall deem necessary and appropriate.

RESOLVED FURTHER, that Glenn R. Jennings is designated as agent
for service with respect to said Registration Statement, with all the powers
provided in the Rules and Regulations of the SEC with respect to an agent
for service.

RESOLVED FURTHER, that management is authorized to perform on
behalf of Delta any and all acts as they may deem necessary or advisable in
order to comply with the applicable securities laws of any states, and in
connection therewith to execute and file all requisite papers and
documents, including, but not limited to, applications, reports, surety
bonds, irrevocable consents and appointments of attorneys for service of
process; and the execution by such officers of such papers and documents
or the doing by them of any action in connection with the foregoing
matters shall conclusively establish their authority therefore from Delta and
the approval and ratification by Delta of the papers and documents so
executed and the action so taken.

RESOLVED FURTHER, that Glenn R. Jennings or John F. Hall is
authorized to take any and all steps necessary to secure the effectiveness of
Delta’s Registration Statement, including, but not limited to, the filing of a
request for acceleration of the Registration Statement, and is authorized to
take any and all actions necessary to complete the offer and sale of the
Debentures.

RESOLVED FURTHER, that Glenn R. Jennings or John F. Hall is
authorized to execute on behalf of Delta an underwriting agreement with
Edward D. Jones & Co. (the "Underwriter") covering the sale of the
Debentures from Delta to the Underwriter; and that Glenn R. Jennings or
John F. Hall on behalf of Delta is authorized to negotiate for and agree to
any and all terms of said underwriting agreement, including, but not limited
to the underwriter's spread, the interest rate on the Debentures and the
offering price to the public of the Debentures.

RESOLVED FURTHER, that Glenn R. Jennings or John F. Hall is
authorized to cause Delta to issue the Debentures to or upon the order of
the Underwriters, upon the purchase of the Debentures provided for in the
underwriting agreement and payment therefore in accordance with the
terms of the underwriting agreement and the purchase price to be
determined for the Debentures.

RESOLVED FURTHER, that management is authorized to prepare an
indenture (the “Indenture”) respecting the Debentures, and Glenn R
Jennings or John F. Hall is authorized to execute the Indenture on behalf of
Delta and to take all steps necessary for the effectiveness of the Indenture.



RESOLVED FURTHER that management is authorized to retain the
services of an indenture trustee (“Indenture Trustee”) as required by the
Indenture and to negotiate and determine the duties, fees and all other
terms respecting the Indenture Trustee.

RESOLVED FURTHER, that management is authorized to cause to be

issued and delivered in accordance with the terms of the foregoing

resolutions certificates representing the Debentures.

RESOLVED FURTHER, that management is authorized to take all such

further actions as management shall deem advisable to carry out the

purposes of the foregoing resolutions and to complete the public offering

of the Debentures, including but not limited to retaining all legal,

accounting, printing and other professional assistance reasonably necessary

to the proposed public offering of Debentures.

A revised schedule of Board and Committee functions was provided to the Board.

An updated Officers and Directors list was provided to the Board.

Mr. Jennings discussed with the Board adding a separate page on Delta's website
listing the leadership team of Delta.

A date of May 12, 2006 was set for Delta’s next Board meeting.

Mr. Tom Watts, a Senior Engineering Technician with Delta, gave a presentation
of his recent tour in Iraq with the United States Naval Mobile Construction Battalion 24.

The Board adjourned into Executive Session with only the Independent Directors
in attendance. 'There were no recommendations or concerns from that session that
required action.

There being no further business to come before the meeting, the meeting was

adjourned.
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