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RESPONSE 

Please provide Delta’s FERC Form No. 2 for the years 1997 and 1998. 

See attached. 

WITNESS: John Hall 
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i Check appropriate box: 
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Exact Legal Name of Respondent (Company) 

i 
I D Original signed form 

i 0 Conformed copy 

Year of Report 

I I 
Form Approved 
OMB No. 1902-0028 
(Expires 7/31/96) 

FERC FORM NO. 2: 
ANNUAL REPORT OF MAJOR NATURAL 

.. GAS COMPANIES 

This report is mandatory under the Natural Gas Act. Sections 1 Ob) and 16, and 18 CFR 
260.1. Failure to report may result in criminal fines, civil penalties and Other sanctions as 
provided by law. The Federal Energy Regulatory Commission does not consider this 
report to be of a confidential nature. 

*- 

Dec. 31, 1 9 2  DELTA NATURAL GAS COMPANY, I". 1 
I , FERC FORM NO. 2 (ED. 12-94) 
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1. 

2. 

3 .  

PUBLIC SERVICE COMMISSION OF KENTUCKY 
PRINCIPAL PAYMENT AND INTEREST INFORMATION 

FOR THE YEAR ENDING DECEMBER 31, 199% - 

Amount o f  P r i n c i p a l  Payment d u r i n g  c a l e n d a r  y e a r  $813 .321  

Is P r i n c i p a l  c u r r e n t ?  (Yes)  X (No) 

Is In te res t  c u r r e n t ?  (Yes )  X (No) 

.. SERVICES PERFORhED BY 
INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT 

A r e  y o u r  f i n a n c i a l  s t a t e m e n t s  examined  by a C e r t i f i e d  P u b l i c  
Accoun tan t?  YES X NO 

If y e s ,  which s e r v i c e  is pe r fo rmed?  

Aud i t  X 

Compi l a t ion  

Review 

P l e a s e  enclose a copy of t h e  a c c o u n t a n t ' s  r e p o r t  w i t h  a n n u a l  
r e p o r t .  



ADDITIONAL INFORMATION TO BE FURNISHED WITH 

ANNUAL REPORT 

GAS PURCHASES 

(Accounts  800, 801, 802, 8 

Name o f  Seller and Acct. No. 

Columbia Gas Transmission 
El Paso Energy Marketing 
Somerset Gas 
Wiser Oil 
Natural Gas Clearinghouse 
El Paso Energy Marketing 
Enpro 
Delta Resources 
Equitable Resources 
Deltran 

SUB TOTALS 

Storage-Kettle Island 
Storage-CM 

TOTAL 

_- 

e 

3 ,  804, 804.1, 805, 805.1 , 805.2) 
Gas 

Purchased - Mcf 

(1) 
(1) 
(1) 

1,669,602 
908,833 

1 , 805,715 
197,627 
900,657 

240 
. (2) 

5,482,674 

49 , 713 
(895 , 186) 

4 , 637,201 

(1) Transportation 
(2) Reservation Charg 

C o s t  o f  Gas 

965 , 406 
1 , 789 , 863 

20,892 
5,427,231 
3,045,359 
5,384 , 951 
464,423 

2 , 687,136 
542 

1,374,225 
21,160,028 

145,227 
(2 , 163,145) 

19,142,110 



-: 

ADDITIONAL INFORMATION TO BE FURNISHED WITH 

ANNUAL REPORT 

GAS UTILITIES - CLASS A & B 

Please fu rn i sh  the fo l lowing  information,  f o r  Kentucky Operations only, 
and a t t a c h  t o  your annual report. 

Name of Counties i n  which  you furnish Gas Service:  

. 

Bath, Bell, Bourbon, Clay, Fayette, Jackson, Jessamine, box . Laurel, 
Lee, T.P&. Mad ison, Menifee, Montgomery, Powell, Rowan, and mitle; 

5. .  
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a 
. INSTRUCTIONS FOR FILING THE 

FERC FORM NO. 2 

GENERAL INFORMATION 

1. Purpose 

This form is a Regulatory Support Requirement (18 CFR 260.1). It is designed to collect financial and opera- 
tional information from major interstate natural gas companies subject to the jurisdiction of the Federal Energy 
Regulatory Commission. This report is also secondarily considered to be a non-confidential public use form 
supporting a statistical publication (Financial Statistics of Interstate Natural Gas Pipeline Companies), published 
by the Energy Information Administration. 

II. Who Must Submit 

Each Major natural gas company, as classified in the Commission's Uniform System of Accounts Prescribed 
for Natural Gas Companies Subject To The Provisions of The Natural Gas Act (18 CFR 201), must submit 
this form. 
Note: Major means having combined gas sold for resale and gas transported or stored for a fee exceeding 50 

million Mcf at 14.73 psia (6OOF) in each of the three previous calendar years. 

111. What and Where to Submit 

(a) Submit an original and four (4) copies of this form to: 
Office of the Secretary 
Federal Energy Regulatory Commission 
825 North Capitol Street, NE. 
Room 31 10 
Washington, DC 20426 

Retain one copy of this report for your files. 

(b) Submit immediately upon publication, four (4) copies of the latest annual report to stockholders and any 
annual financial or statistical report regularly prepared and distributed to bondholders, security analysts, 
or industry associations. (Do not include monthly and quarterly reports. Indicate by checking the appropriate 
box on Page 4, List of Schedules, if the reports to stockholders will be submitted or if no annual report 
to stockholders is prepared.) Mail these reports to: 

Chief Accountant 
Federal Energy Regulatory Commission 
825 N. Capitol St., NE. 
Room 946 
Washington, DC 20426 

.. c. 

+) For the CPA certification, submit with the original submission, or within 30 days after the filing date for 
this form, a letter or report (not applicable to respondents classified as Class Cor Class D prior to January 1, 

(i) Attesting to the wnformity, in all material aspects, of the below listed (schedules and) pages with 
the Commission's applicable Uniform Systems of Accounts (including applicable notes relating thereto 
and the chief accountant's published accounting releases), and 

(ii) Signed by independent certified public accountants or an independent licensed public accountant, cer- 
tified or licensed by a regulatory authority of a State or other political subdivision of the U.S. (See 18 
CFR 158.1 0-1 58.1 2 for specific qualifications.) 

1984): 

- 

Schedules 

Comparative Balance Sheet 
Statement of Income 
Statement of Retained Earnings 
Statement of Cash Flows 
Notes to Financial Statements 

Reference 
Pages 

110-113 
114-117 
118-119 
120-1 21 
122-1 23 

When accompanying this form, insert the letter or report immediately following the cover sheet. When submit- 
ting after the filing date for this form, send the letter or report to the Chief Accountant at the address indicated 
at 111 (b). 

FERC FORM NO. 2 (ED. 12-92) Paae i 
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IV. 

V. 

-.. 

GENERAL IN FORM ATlON (Continued) 
What and Where to Submit (Continued) 
(c) (Continued) 

Use the following form for the letter or report unless unusual circumstances or conditions, explained 
in the letter or report, demand that it be varied. Insert parenthetical phrases only when exceptions 
are reported. 

In connection with our regular examination of the financial statement of . . 

for the year e n d e d  o n  which w e  have  reported separately under date of we 
have also reviewed schedules of FERC Form No. 2 for the year filed with 
the Federal Energy Regulatory Commission, for conformity in all material respects with 
the requirements of the Federal Energy Regulatory Commission as set forth in its applicable 
Uniform System of Accounts and published accounting releases. Our review for this pur- 
pose included such  tes ts  of the  accounting records and such other auditing procedures 
as we considered necessary in the  Circumstances. 

Based o n  our  review, in our opinion the  accompanying schedules identified in the 
preceding paragraph (except as noted below) conform in all material respects with the 
accounting requirements of the  Federal Energy Regulatory Commission as s e t  forth in 
its applicable Uniform System of Accounts and published accounting releases. 

State  in the letter or report, which, if any, of t h e  p a g e s  above do not conform to the  Com- 
mission’s requirements. Describe the discrepancies that exist. 

(d) Federal, State and Local Governments a n d  other authorized users may obtain additional 
blank copies to meet  their requirements free of charge from: 

Legal Reference and Records Management Branch 
Federal Energy Regulatory Commission 
941 North Capitol Street, NE. 
Room 3100 ED-12.1 
Washington, DC 20426 
(202) 208-2474 

When to Submit: 

Submit this report form o n  or before April 30th of the  year following the year covered by this repcrt. 

Where to S e n d  Comments o n  Public Reporting Burden. 

The public reporting burden for this collection of information is estimated to average 2,475 hours per response, 
including t h e  time for reviewing instructions, searching existing da ta  sources, gathering and maintaining the 
data needed, and completing a n d  reviewing t h e  collection of information. Send comments regarding this burden 
estimate or any aspect  of this collection of information, including suggestions for reducing this burden, to the 
Federal Energy Regulatory Commission, 825 North Capitol Street  NE, Washington, DC 20426 (Atten- 
tion: Michael Miller, ED-12.3); a n d  to the  Office of Information a n d  Regulatory Affairs, Office of Management 
and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal Energy Regulatory-Commission). 

GENERAL IN STRUCTIONS 

1. Prepare this report in conformity with t h e  Uniform System of Accounts (18 CFR 201) (U.S. of A.). 
Interpret all accounting words a n d  phrases  in accordance with the U.S. of A. 

11. Enter in whole numbers  (dollars or Mcf) only, except  where otherwise noted. (Enter cents for averages and 
figures per  unit where c e n t s  a r e  important.) T h e  truncating of cents  is allowed except on the four basic finan- -- cial statements where rounding to  dollars is required. The amounts  shown on all supporting pages  must agree 
with the  amounts entered on t h e  s ta tements  that  they support. When applying thresholds to determine 
significance for reporting purposes,  u s e  for balance s h e e t  accounts  the balances a t  the end  of the current 
reporting year, and  u s e  for s ta tement  of income accounts  the current years amounts. 

111. Complete each  question fully and accurately, even if it h a s  been  answered in a previous annual report. Enter 
the word “None” where  it truly and  completely s t a t e s  the fact. 

FERC FORM NO. 2 (REVISED 12-93) Page ii 



. GENERAL I N S T ~ C T l O N S  (Continued) 

IV. For any page(s) that is not applicable to the respondent. either 

(a) Enter the words "Not Applicable" on the particular page(s), or 

(b) Omit the page(s) and enter "NA," "NONE," or "Not Applicable" in column (d) on the List of Schedules, 

Complete this report by means which result in a permanent record. Complete the original copy in permanent 
black ink or typewriter print, if practical. The copies, however, may be carbon copies or other similar means 
of reproduction provided the impressions are clear and readable. 

VI. Enter the month, day, and year for all dates. Use customary abbreviations. The "Date of Report" at the top 
of each page is applicable only to resubmissions (see VIII. below). 

Indicate negative amounts (such as decreases) by enclosing the figures in parentheses, ( 

pages 2, 3, and 4. 

V. 

VII. ). 

VIII. When making revisions, resubmit only those pages that have been changed from the original submission. 
Submit the same number of copies as required for filing the form. Include with the resubmission the Iden- 
tification and Attestation page, page. 1. Mail dated resubmissions to: 

Chief Accountant 
Federal Energy Regulatory Commission 
825 North Capitol Street, NE. 
Room 946 
Washington, DC 20426 

IX. Provide a supplemental statement further explaining accounts or pages as necessary. Attach the supplemental 
statement (8M by 11 inch size) to the page being supplemented. Provide the appropriate identification infor- 
mation, including. the title(s) of the page and the page number supplemented. 

Do not make references to reports of previous years or to other reports in lieu of required entries, except 
as specifically authorized. 

XI. Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon 
those shown by the annual report of the previous year, or an appropriate explanation given as to why the 
different figures were used. 

XII. Report all gas volumes on a pressure base of 14.73 psia and a temp.erature base of 60°F. 

X. 

XIII. Respondents may submit computer printed schedules (reduced to 8% x 11) instead of the schedules i f  they 
are in substantially the same format. 

DEFINITIONS - 
1. Btu per cubic foot - The total heating value, expressed in Btu, produced by the combustion, at constant 

pressure, of the amount of the gas which would occupy a volume of 1 cubic.foot at a temperature of 60°F 
if saturated with water vapor and under a pressure equivalent to that of 30 inches of mercury at 32OF, and 
under standard gravitational force (980.665 cm. per sec.2) with air of the same temperature and pressure 
as the gas, when the products of combustion are cooled to the initial temperature of gas and air when the 
water formed by combustion is condensed to the liquid state. (Sometimes called gross heating value or total 
heating value.) 

11." Commission Authorization (Comm. Auth.) -The authorization of the Federal Energy Regulatorjl Commission, 
or any other Commission. Name the commission whose authorization was obtained and give date of the 
authorization. 

111. Respondent - The person, corporation, licensee, agency, authority, or other legal entity or instrumentality 
in whose behalf the report is made. 

FERC FORM NO. 2 (ED. 12-91) Page iii 



... 
EXCERPTS FROM THE LAW 

(Natural Gas Act, 15 U.S.C. 717-717w) 

“Sec. lO(a). Every natural gas (sic) company shall file with the Commission such annual and other periodic or 
special reports as the Commission may by rules and regulations or order prescribe as necessary or appropriate 
to assist the Commission in the proper administration of this act. The Commission may prescribe the manner and 
form in which such reports shall be made, and require from such natural gas companies specific answers to all 
questions upon which the Commission may need information. The Commission may require that such reports shall 
include, among other things, full information as to assets and liabilities, capitalization, investment and reduction 
thereof, gross receipts, interest due and paid, depreciation, amortization, and other reserves, costs of facilities, 
cost of maintenance and operation of facilities for the production, transportation, or sale of natural-gas (sic), cost 
of renewal and replacement of such facilities, transportation, delivery, use, and sale of natural-gas (sic). . . . ” 

“Sec. 16. The Commission shall have power to perform any and all acts, and to prescribe, issue, make, amend, 
and rescind such orders, rules, and regulations as it may find necessary or appropriate to carry out the provisions 
of this act. Among other things, such rules and regulations may define accounting, technical, and trade terms used 
in this act; and may prescribe the form or forms of all statements declarations, applications, and reports to be filed 
with the Commission, the information which they shall contain, and time within which they shall be filed. . . . ” 

e 

GENERAL PENALTIES 

“Sec. 21(b). Any person who willfully and knowingly violates any rule, regulation, restriction, condition, or order 
made or imposed by the Commission under authority of this act, shall, in addition to any other penalties provided 
by law, be punished upon conviction thereof by a fine of not exceeding $500 for each and every day during which 
such  offense occurs.” 

.. 

I- 

FERC FORM NO. 2 (ED. 12-91) Page iv 
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01 Exact Legal Name of Respondent 

. ,  . ... . 

02 Year of Report 

Dec. 31, 1 9 9 7 .  

e 
05 Name of Contact Person 

JOHN F. HALL 

06 Title of Contact Person 

V.P.-FINANCE, SEC. & TREAS. 

08 Telephone of Contact Person, including 09 This Report Is 
Area Code 

(1) a An Original 

606-744-6171 (2) a A Resubmission 

10 Date of Report 
(Mo, Da, Yr) 

03/31/98 

01 Name 

JOHN F. HALL 

02 Title 

V.P.-FINANCE, SEC. & TREAS. 



Name of Respondent This Report Is: . Date of Repon 

(1) a An Original (Mo. Da. Yr) 
I 

Title of Schedule I 
(4 

GENERAL CORPORATE INFORMATION AND 
FINANCIAL STATEMENTS 

General Information ........................................... 
Control Over Respondent ...................................... 
Corporations Controlled by Respondent .......................... 
Officers ..................................................... 
Directors .................................................... 
Security Holders and Voting Powers ............................. 
Important Changes During the Year ............................. 
Comparative Balance Sheet .................................... 
Statement of Income for the Year ............................... 
Statement of Retained Earnings for the Year ...................... 
Statement of Cash Flows ...................................... 
Notes to Financial Statements .................................. 

Year of Report 

I I BALANCE SHEET SUPPORTING SCHEDULES (Assets and Other Debits) 

mary of Utility Plant and Accumulated Provisions for Depreciation. 
ortiration. and Depletion ................................... 

Gas Plant Leased to Others .................................... 
Gas Plant Hela for Future Use .................................. 
Production Properties Held for Future Use ........................ 
Construction Work .. in Progress-Gas ............................. ' Construction Overheads-Gas .................................. 
General Description of Construction Overhead Procedure ............ ' Accumulated Provision for Depreciation of Gas Utility Plant .......... 
Gas Stored .................................................. 
Nonutility Property ............................................ 
Accumulated Provision for Depreciation and Amortization of Nonutility 

Property .................................................. 
Investments ................................................. 
Investments in Subsidiary Companies ............................. 
Gas Prepayments Under Purchase Agreements .................... 
Advances for Gas Prior to Initial Deliveries or Commission Certification 
Prepayments ................................................ 
Extraordinary Property Losses .................................. 
Unrecovered Plant and Regulatory Study Costs .................... 
Preliminary Survey and Investigation Charges ..................... 
Other Regulatory Assets ....................................... 
Miscellaneous Deferred Debits .................................. 

@ s Plant in Service .......................................... 

Accumulated Deferred Income Taxes (Account' 190) ................ 
SHEET SUPPORTING SCHEDULES (Liabilities and Other Credits) 

pita1 Stock ................................................ 
Capital Stock Subscribed, Capital Stock Liability for Conversion Pre- 

mium on Capital Stock, and Installments Received on Capital Stock . . 

A NATURAL GAS COMPANY.  INC. (2) A Resubmission 

Reference 
Page No . 

fb) 

03/3 1 / 9 8  Dec . 31. 1581 

101 
102 
103 
104 
105 

1 OG107 

110-113 
114-117 
118-119 
120-1 21 
122-1 23 

108-1 09 

I *  LIST OF SCHEDULES (Natural Gas Company) 
.- 

Enter in column (d) the terms "none. " "not applicable." or "NA." 
as appropriate. where no information or amounls have been reported 

for certain pages . Omit pages where Ihe responses are "none." 
"not applicable." or "NA." 

200-201 
204-209 

21 3 
21 4 
21 5 
21 6 
21 7 
21 8 
21 9 
220 
221 

22 1 
222-223 
224-225 
226-227 

229 
230 
230 
230 
231 
232 
233 

234-235 

250-251 

252 

FERC FORM NO . 2 (REVISED 12-93) Page 2 

Date 
Revised 

fc) 

Ed . 12-87 
Ed . 12-87 
Ed . 12-87 
Ed . 12-87 
Ed . 12-88 
Ed . 12-87 
Ed . 12-87 

Rev . 12-93 
Rev . 12-93 

Rev . 12-93 
Ed . 12-88 

Ed . 12-88 

Ed . 12-89 
Ed . 12-89 
Ed . 12-88 
Ed . 12-89 
Ed . 12-89 
Ed . 12-87 
Ed . 12-87 
Ed . 12-88 
Ed . 12-87 
Ed . 12-87 
Ed . 12-88 

Ed . 12-87 
Ed . 12-86 
Ed . 12-89 
Ed . 12-88 
Ed . 12-87 
Ed . 12-88 
Ed . 12-88 
Ed . 12-88 

New 12-93 

Ed . 12-89 

Ed . 12-93 

Ed . 12-89 

Ed . 12-89 

Ed.12-86 

Remarks 

fd) 

.. 

'Vi 

i 
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Name of Respondent 

TA NATURAL GAS COMPANY. INC,.(2) 

This Repoh IS: Date of Report Year of Report 
(1) An Original (Mo. Da. Yr) 

0 A Resubmission 03/31/98 Dec . 31. 1 9 9  

Other Paid-in Capital .......................................... 
Discount on Capital Stock ...................................... 
Capital Stock Expense ........................................ 
Securities Issued or Assumed and Securities Refunded or Retired 

During the Year ............................................ 
Long-Term Debt .............................................. 
Unamortized Debt Exp., Premium and Discount on Long-Term Debt ... 
Unamortized Loss and Gain on Reacquired Debt ................... 
Reconciliation of Reported Net Income with Taxable Income for 

Federal Income Taxes ....................................... 
Taxes Accrued, Prepaid and Charged During Year ................. 
Investment Tax Credits Generated and Utilized .................... 
Accumulated Deferred Investment Tax Credits ..................... 
Miscellaneous Current and Accrued Liabilities ..................... 
Other Deferred Credits ........................................ 
Undelivered Gas Obligations Under Sales Agreements .............. 
Accumulated Deferred Income Taxes-Accelerated Amortization Property . 
Accumulated Deferred Income Taxes-Other Property .............. 
Accumulated Deferred Income Taxes-Other ...................... 
Other Regulatory Liabilities ..................................... 

Date Reference 
Page NO . Revised Title of Schedule 

(4 ' '0) (4 
BAlANCE SHEET SUPPORTING SCHEDULES 

(Liabilities and Other Credits) (Continued) 

253 

254 
% 254 

Remarks 

(d) 

255 
256-257 
258-259 

260 

' 

261 

264-265 
266-267 

268 
269 

270-271 

274-275 
276-277 

278 

262-263 

272-273 

Ed . 12-89 
Ed . 12-88 
Ed . 12-88 

Ed . 12-88 
Ed . 12-89 
Ed . 12-88 
Rev . 12-88 
Ed . 12-86 

Ed . 12-89 
Ed . 12-88 
Ed . 12-87 

Ed . 12-89 
Rev . 12-88 
Ed . 12-88 

Ed . 12-87 

Ed . 12-86 

Ed . 12-87 

Ed . 12-86 

Ed . 12-86 
Ed . 12-88 
Ed . 12-86 

Ed . 12-86 

Ed . 12-86 
Ed . 12-86 
Ed . 12-86 

Ed . 12-86 
Ed . 12-89 
Ed . 12-88 
Ed . 12-86 

Ed . 12-88 
Ed . 12-88 
Ed . 12-88 
Ed . 12-89 
Ed . 12-86 
Ed . 12-88 
Ed . 12-89 
Ed . 12-89 
Ed . 12-89 
Ed . 12-93 
New 12-93 

I I I INCOME ACCOUNT SUPPORTING SCHEDULES I ... 
Gas Operating'Revenues ...................................... 
Distribution Type Sales by States ............................... 
Residential and Commercial Space Heating Customers ............. 
Interruptible, Off Peak, and Firm Sales to Distribution System 

Industrial Customers ........................................ 
Field and Main Line Industrial Sales of Natural Gas ................ 
Sales for Resale-Natural Gas .................................. 

Sales of Products Extracted from Natural Gas ...................... 
Revenues from Natural Gas Processed by Others .................. 

Number of Gas Department Employees .......................... 
Exploration and Development Expenses .......................... 
Abandoned Leases ........................................... 
Gas Purchases .............................................. 
Exchange Gas Transactions .................................... 
Gas Used in Utility Operations-Credit ........................... 
Transmission and Compression of Gas by Others .................. 
Othe'r'Gas Supply Expenses .................................... 
Miscellaneous General Expenses-Gas ........................... 

Revenue from Transportation of Gas of Others-Natural Gas ......... 

Gas Operation and Maintenance Expenses ....................... 

Depreciation, Depletion. and Amortization of Gas Plant .............. 
Income from Utility Plant Leased to Others ........................ 
Particulars Concerning Certain Income Deduction and Interest Charges 

Accounts .................................................. 

300.301 . 
302-303 
. 305 

305 
306-309 
31 0-31 1 
31 2-31 3 

31 5 
31 5 

320-325 
325 i 
326 
326 
327 

328-330 
331 

332-333 
334 
335 

336-338 
339 

340 

c1^^^ 0 
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- 
Name of Respondent This Report Is: . . Date of Repon Year of Report 

' V T  O F  SCHEDULES (Natural G a s  Company) Continued) 

(1) E An Original (Mo. Da, Yr) 

TNf! ( 2) 0 A Resubmission 03/31/98 Dec. 31. 1 9 U  A 

Remarks Referend' Date ' 

Page No. Revised . Title of Schedule 
(4 (61 (4 (d) 

COMMON SECTION 

Regulatory Commission Expenses ............................... 350-351 Ed. 12-89 
Research, Development and Demonstration Activities ................ 352-353 Ed. 12-89 
Distribution of Salaries and  Wages  .............................. 354-355 Ed. 12-88 
Charges for Outside Professional and  Other Consultative Services . . . .  Ed. 12-87 357 

GAS PLANT STATISTICAL DATA 

Natural G a s  Reserves and Land Acreage ......................... 500-501 Ed. 12-89 

Value ..................................................... 504-505 Ed.12-88 

Compressor Stations .......................................... 506-509 Ed. 12-86 

G a s  Storage Projects ......................................... 512-513 Ed. 12-91 

'quefied Petroleum G a s  Operations ............................. 51 6-51 7 Ed. 12-86 

G a s  Account-Natural G a s .  .................................... 520-521 Ed. 12-91 

Stockholders' Reports (check appropriate box) ..................... 

Changes  in Estimated Natural G a s  Rese rves . .  .................... 503 Ed. 12-88 

Changes  in Est. Hydrocarbon Reserves and  Costs, and Net Realizable 

Natural G a s  Production and  Gathering Statistics ................... 506 Ed. 12-88 
Products Extraction Operations-Natural G a s  ...................... 507 Ed. 12-88 

G a s  and Oil Wells ............................................ 51 0 Ed. 12-87 
Ed. 12-87 ....................................... 51 1 Field and  Storage Lines 

Transmission Lines ........................................... 514 Ed. 12-87 

nsmission System Peak  Deliveries ............................. 51 8 Ed. 12-88 
xiiiary Peaking Facilities ..................................... 51 9 Ed. 12-86 

System Map ................................................. 522 Ed. 12-86 

9 
Footnote Data 551 ............................................... 

- 

a Four copies will be submitted. 

0 No annual report to stockholders is prepared. 

- 

B 
-.. . 

,,-. 

1 

. .  FERC FORM NO. 2 (ED. 12-91) Page 4 



- 
Name of Respondent This Report IS: Date of Report 

ELTA NATURAL GAS COMPANY, INC.(2) 0 A Resubmission 03/31 198 
(1) a An ‘Original (Mo, Da, Yr) 

3. If a t  a n y  time during the year the  property of respondent was  held by a receiver or trustee, give (a) name 
of receiver or  trustee,  (b) da te  such  receiver or trustee took possession, (c) the authority by which the receivership 
or trusteeship w a s  created, and (d) date when possession by receiver or trustee ceased. 

5 I_ 

4. State  t h e  classes of utility and  other services furnished by respondent during the year in each  State in which 
the respondent operated.  

Year of Report 

Dec. 31, 1997 

Natural Gas Distributor, Storage 
& Transporter 

... 

5. Have you engaged  as t h e  principal accountant to audit your financial s ta tements  a n  accountant who is not 
the  principal accountant for your previous year’s certified financial statements? 

(1) 0 Yes. . .Enter  the  date when such  independent accountant w a s  initially engaged: t (2) No 

FERC FORM NO. 2 (ED. 12-87) Page 101 - -  
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Name of Respondent This Report Is: Date of Report 
(1) E An Original (Mo, Da, Yr) 

’ 

Year of Report 

Dec. 31. 1 9 s  

1. If any corporation, business trust, or similar orga- 
nization or combination of such organizations jointly held 
control over the respondent at end of year, state name 
of controlling corporation or organization, manner in which 
control was held, and extent of control. If control was 
in a holding company organization, show the chain of 
ownership or control to the main parent company or 
organization. If control was held by a trustee(s), state 

LTA NATURAL GAS COMPANY, INc, 

name of trustee(s), name of beneficiary or beneficiaries 
for whom trust was maintained, and purpose of the 
trust. 

2. If the above required information is available from 
the SEC 1 O-K Report Form filing, a specific reference to 
the repor? form (Le. year and company title) may be listed 
provided the fiscal years for both the 1 O-K report and this 
report are compatible. 

03/31/98 (2) 0 A Resubmission 

5 . 

FERC FORM NO. 2 (ED. 12-87) Page 102 



Name of Respondent This Report IS: Date of Repon . 
(1) An Original (MO, Da, Yr) 

COMPANY. INh(2) [7 A Resubmission I 03/31/98 I Dec. 31, 1992 
CORPORATIONS CONTROLLED BY RESPONDENT 

Year of Report 

1. Report below the names of all corporations, business 
trusts, and similar organizations, controlled directly or in- 
directly by respondent at any time during the year. If con- 
trol ceased prior to end of year, give particulars (details) 
in a footnote. . .  

2. If control was by other means than a direct holding 
of voting rights, state in a footnote the manner in which 
control was held, naming any intermediaries involved. 

3. If control was held jointly with one or more other 
interests, state the fact in a footnote and name the other 
interests. 

4. If the above required information is available from 
the SEC 10-K Report Form filing, a specific reference to 
the report form (i.e. year and company title) may be listed 
in column (a) provided the fiscal years for both the 10-K 
report and this report are compatible. 

DEFl N ITION S 

1. See the Uniform System of Accounts for a defini- 
tion of control. 

2. Direct control is that which is exercised without in- 
terposition of an intermediary. 

3. Indirect control is thatwhich is exercised bythe inter- 
position of an intermediary which exercises direct control. 

4. Joint control is that in which neither interest can 
effectively control or direct action without the consent 

of the other, as where the voting control is equally di- 
vided between two holders, or each party holds a veto 
power over the other. Joint control may exist by mutual 
agreement or understanding between two or more par- 
ties who together have control within the meaning of 
the definition of control in the Uniform System of Ac- 
counts, regardless of the relative voting rights of each 
party. 

Name of Company Controlled 

la J 

Delta Resources, Inc. 

Delgasco, Inc. 

Deltran, Inc. 

Enpro, Inc; 

TranEx Corporation, Inc. 

.. ,. 

Kind of Business 

(b) 

Gas'Broker 

Gas Broker 

Transporter 

Producer 

Transporter 

Percent Voting 
Stock Owned 

IC) 

100% 

100% 

100% 

100% 

100% 

Footnote 
Ref. 
fd) 

FERC FORM NO. 2 (ED. 12-87) Page 103 



Date of Report .  Name of Respondent This Report Is: 
(1) An Original (Mo, Da, Yr) 

- 
-ine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
0 
9 
70 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 - 

Year of Report 

Title 

fa) 

President-& Chief Executive 

Vice Presidents: 

Administrative & Customer Servic 

Finance, Secretary & Treasurer 

Public & Consumer Affairs 

Operations & Engineering 

.. . 

._ 

I 
FERC FORM NO. 2 (ED. 12-87) 

Name of Officer 

fb) 

Glenn R. Jennings 

Johnny L. Caudill 

John F. Hall 

Robert C. Hazelrigg 

Alan L. Heath 

Page 104 

Salary 
for Year 

(C) 

146 , 500 

83,300 

82 , 800 

68 , 350 

95,450 



a 

._ a 
. *: 

Name of Respondent This Report Is: Date of Report 

DELTA NATURAL GAS COMPANY, INc.(2) A Resubmission :'" 0 3 / 3 1 / 9 8  
(1) [i?l An'Original (Mo, Da, Yr) 

Year of Report 

Dec. 31, 199.2 

Name (and Title) of Director 

fa1 

1 )  Byron, Roger A. 

2 )  Crowe, Donal'd R. 

3 )  Hall, Billy Joe 

4 )  Harrison, John D. 

5 )  Green, Jane Hylton 

6 )  Jennings, Glenn R. 
(President & CEO) 

7) Peet, Harrison D. 
(Chairman of the Board) 

.. .. 
8 ) -  Scott, -V-. E. 

9 )  Thompson, Henry C. 

LO) Walker, Arthur E., Jr. 

-- 

Principal Business Address 

fbl 

112 Court Street 
Owingsville, KY 4036'0 - 
109 Ravenwood 
Versailles, KY 40383 

P.O. Box 367 
Mt. Sterling., KY 40353 

1106 Maple Street 
Stanton, KY 40380 

103 Windridge Drive 
Winchester, KY 40391 

3617 Lexington Road . 
Winchester, KY 40391 

3617 Lexington Road 
Winchester, KY 40391 

213 Ivy Lane 
Winchester, KY 40391 

304 Beacon Hill Drive 
Nicholasville, KY 40356 

- 
P.O. Bpx 308 
Mt. .Sterling, KY 40353 

L 

. .  

. .  

FERC FORM NO. 2 (REVISED 12-88) Page 105 

No. of 
Directors 
Meetings 

During Yr. 
(4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

- 

Fees 
During 
Year 

((/I 

$4,225 

$9,025 

$9,025 

$9,025 

$9,025 

$1,825 

$37,825 

$9,025 

$9,025 

$9,025 



- 
This Report Is: Date of Report Year of Report 
(1) An Original (Mo, Da, Yr) 

I Yame of Aespondent 

LTA NATURAL GAS COMPANY, INC,, (2) 0 A Resubmission 0 3 / 3 1 / 9 8  DeC. 31. 1997 
SECURITY HOLDERS AND VOTING POWERS 

holders of the respondent who, at the date of the latest clos- 
ing of the stock book or compilation of list of stockholders 
of the respondent, prior to the end of the year, had the 
high’est voting powers in t h e  respondent, and state the 
number of votes which each would have had the right to cast 
o n  that date if  a meeting were then in order. If  any such 
holder held in trust. give in a footnote the known particulars 
of the trust (whether voting trust, etc.). duration of trust, and 
principal holders of beneficiary interests in the trust. If the 
stock book,was not closed or a list of stockholders was not 
compiled within one year prior to the end of the year, or i f  
since the previous compilation of a list of.stockholders, some 
other class of security has become vested with voting rights, 
then show such 10 security holders as of the close of the 
year. Arrange the names of the security holders in the order 
of voting power, commencing with the highest. Show in col- 
umn (a) the titles of officers and directors included in such 
list of 10 security holders. 

2. I f  any security other than stock carries voting rights. 
explain in a supplemental statement the circumstances 

give other important particulars (details) concerning the voting 
rights of such security. State whether voting rights are actual 
or contingent; if contingent. describe the contingency. 

3. I f  any class or issue of security has any special 
privileges in the election of directors, trustees or managers, 
or in the determination of corporate action by any  method, 
explain briefly in a footnote. 

4. Furnish particulars (details) concerning any options, 
warrants, or rights outstanding at the end of the  year for 
others to purchase securities of the respondent or any  
securities or other assets owned by the respondent, including 
prices, expiration dates, and other material information 
relating to exercise of the options, warrants, or rights. Specify 
the amount of such securities or assets so entitled to be pur- 
chased by a n y  officer, director, associated company, or any 
of the ten largest security holders. This instruction is inap- 
plicable to convertible securities or to any securities substan- 
tially all of which are outstanding in the hands of !he general 
public where the options, warrants, or rights were issued on 
a prorata basis. 

‘ 

, . . , -  .. . . . .  . .. . , . 
1. Give date-of the latest closing of the stock 

book prior to end of year, and state the  purpose 
of such closing: for election of directors of the  respondent and meeting:Nov. 20,  

2. State the total number of votes cas1 at the 3. Give t h e  date 
latest general meeting prior to the end of year and place of such 

‘ l e l t a  Natura l  Gas number of such  votes cast by proxy 

;id. .  Winchester. By proxy:. 2,049,614 
November 20, 1997 - Annual Meeting Total: 2,049,614 h c . ,  3617 Lexington 

VOTING SECURITIES 
Number of votes as of (date): November 20,  1997 

1997 
Co., 

- 
Line 
No. Name vitle) and Address of Security 

Holder 
.. 

(4 
TOTAL votes of all votino securities 
TOTAL number of security holders 
TOTAL votes of security holders 

4 
5 
6 

7 Cede & Co. 
listed below 

Z Depository Trus t  Co. 
Bowling Green S t a t i o n  . .. 

lo P. 0. Box 863 

12 
l3 Harrison D. Peet  
l4 (Director)  

New York, NY 10274 

374 Crescent Ave. 
Winchester, KY 40391 

w i l l i a m  S. Stewart  
F. 0. Box 980 

17 

2o P i n e v i l l e ,  KY 40977 
21 

22 V i r g i l  E. S c o t t  
23 (Director)  
24 213 Ivy Lane 
25 Winchester, KY 4039 1 26 

Other Preferred Total Common _- .._ - 
Votes Stock Stock 
(b) (4 fd) (e) 

2,353,781 . 2.353.781 

1,733,213 1,733 , 213 

1,641,045 1,641,045 

. ,  .. 

- 
- 

18,556 18,556 

15,000 15,000 

12,542 12,542 

I 



\lame of Respondent This Report Is: Date of Report 

- 
ine 
40. 

- 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
76 
71 
72 
73 
74 
75 
76 
i7 
78 
79 
80 
- 

Year of Repon 

ELTA NATURAL GAS COMPANY, I N  
SECURIT 

(1) An Original 

Name (rille) and Address of Security 
Holder 

/a I 

(Mo, Da, Yr) 

Arthur E. Walker, Jr, 
(Direc tor )  
P. 0. Box 308 
M t .  S t e r l i n g ,  KY 40353 

John D. Harr ison 
(Direc tor )  
1106 Maple S t ree t  
Stanton, KY 40380 

Jane Hylton Green 
(Director)  
103 Windridge Drive 
Winchester, ICY 40391 

Glenn R. Jennings 
(Direc tor )  
9 Fairway Drive 
Berea, KY 40403 

Roger A. Byron 
(Director)  
112 Court S t r e e t  
Owingsville,  KY 40360 

Henry 6; Thompson 
(Direc tor )  
304 Beacon H i l l  D r .  
N icho la sv i l l e ,  KY 4035f 

.*. 

FERC FORM NO. 2 (ED. 12-87) 

(2) 0 A Resubr 
HOLDERS AND \ 

Total 
Votes 

12,468 

11,012 

6,630 

6,140 

5,431 

4;389 

ision 1 
TlNG POWERS ( 

Common 
Stock 

12,468 

11,012 

6 , 630 

6,140 

5,431: 

4 , 389 

Page 107 

3/31/98 I Dec. 31, 19pZ 
ntinued) 

Preferred 
Stock 

ldJ 

Other 

(e) 



Name of Respondent This Report Is: Date of Report 
(1) a An Oiginal (Mo, Da, Yr) 

Give particulars (details) concerning the matters indicated 
below. Make the statements explicit and precise. and number 
them in accordance with the inquiries. Each inquiry should be 
answered. Enter "none" or "not applicable" where applicable. 
If information which answers an inquiry is given elsewhere 
in the report, make a reference to the schedule in which it 
appears. 

1. Changes in and important additions to franchise rights: 
Describe the actual consideration given therefor and state from 
whom the franchise rights were acquired. If acquired without 
the payment of consideration, state that fact. 

2. Acquisition of ownership in other companies by re- 
organization. merger, or consolidation with other companies: 
Give names of companies involved, particulars concerning the 
transactions, name of the Commission authorizing the trans- 
action, and reference to Commission authorization. 

3. Purchase or sale of an operating unit or system: Give 
a brief description of the property, and of the transactions re- 
lating thereto, and reference to Commission authorization, i f  
any was required. Give date journal entries called for by the 
Uniform System of Accounts were submitted to the Commis- 
sion. 

4. Important leaseholds (other than leaseholds for natural 
gas lands) that have been acquired or given, assigned or sur- 
rendered: Give effective dates, lengths of terms. names of par- 
ties. rents, and other conditions. State name of Commission 
authorizing lease and give ieference to such authorization. 

5. Important extension or reduction of transmission or. 
distribution system: State territory added or relinquished and 
date operations began or ceased and give reference to Com- 
mission authorization, i f  any was required. State also the 
approximate number of customers added or lost and approx- 
imate annual reGenues of each class of service. Each natural 
gas'company must also state major new continuing sources 

1 

Year of Report 

Of gas made available to it from purchases, development, pur- 
chase contract or otherwise. giving location and approximate 
total gas volumes available. period of contracts, and other par- 
ties to any such arrangements etc. 

6. Obligations incurred or assumed by respondent as 
guarantor for the performance by another of any agreement 
or obligation, including ordinary commercial paper maturing 
on demand or not later than one year af'ter date of issue: State 
on behalf of whom the obligation was assumed and amount 
of the obliga!ion. Give reference to Commission authorization 
i f  any was required. 

7. Changes in articles of incorporation or amendments to 
charter: Explain the nature and purpose of such changes or 
amendments. ,¶ .... 

8. State the estimated annual effect and nature of any 
important wage scale changes during the year. 

9. State briefly the status of any materjaiiy important legal 
proceedings pending at the end of the year, and the results 
of any such proceedings culminated during the'year. 

10. Describe briefly any materially important transactions 
of the respondent not disclosed elsewhere in this report in 
which an officer, director, security holder reported on page 106. 
voting trustee, associated company or known associate of any 
of these persons was a party or in which any such person had 
a material interest. 

11 - Estimated increase or decrease in annual revenues due 
to important rate changes: State effective date and approxi- 
mate amount of increase or decrease for each revenue 
classification. State the number of customers affected. 

12. I f  the important changes during the year relating to the 
respondent company appearing in the annual report to stock- 
holders are applicabl"e'in every respect and furnish the data 
required by instructions 1 to 17 above, such notes may be 
attached to this page. 

TA NATURAL GAS COMPANY, INC, (2) A Resubmission 

2. 

3. 

ii. 

03/31/98 Dec. 31, 1991 

Delta acquired Tranex Corporation, Inc. Refer to Case No. 97-140 
Public Service Commission of Kentucky. 

Tranex has a transmission main of approximately 43 miles. 
made was submitted to the PSC on 10/21/97. 

Delta was granted a rate increase effective 11/30/97. 
approximately: 
Industrial Class $28,000. 

The Journal Entry 

- 
The hncrease granted 

Residential Class $1,310,000; Commercial Class $289,000; 
There are approximately 38,000 customers. 

i 

FERC FORM NO. 2 (ED. 12-87) Page 108 



- 
Name of Respondent This Report IS: 

(I)  Ki An'Original 
TURA L GAS COMPANY. 1Nd.p) 0 A Resubmission I 03/31/98 I Dec. 31. 19%' 

IMPORTANT CHANGES DURING THE YEAR (Continued) 

Year of Report Date of Report 
(Mo, Da; Yr) 

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

.. .- . 

c 

FERC FORM NO. 2 (ED. 12-87) . .  Page 109 





Name of Respondent This Report Is: Date of Report Year of Report 
(1) a An’Original (Mo, Da, Yr) 

c 

FERC FORM NO. 2 (REVISED 12-93) Page 111 
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Name of Respondent This Report IS: Date of Report 
(1) D A n  Original (Mo, Da, Yr) 

ELTA NATURAL GAS COMPANY, I N C .  I (2) A Resubmission I 03/31/98 I Dec. 31, 1991 
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) (Continued) 

I 

Year of Report 

Title of Account 

(8) 

Ref. Balance at Balance at 
Page No. Beginning of Year I (b) I (4 

DEFERRED CREDITS 

87  nhn I 461,147 
51 I Other Regulatory Liabilities (254) I 278 I 915.200 I 867,675 
52 I Unamortized Gain on Reacquired Debt (257) 
53 I Accumulated Deferred Income Taxes (281-283) 272-277 7,801,800 8,393,000 
54 I TOTAL Deferred Credits (€nter Total of lines 47 thru 53) 9,765,386 10,612,897 

260 

1 1 I 

: . _ :  , . 



Name of Respondent This Repon IS: I (1) a An' Original 
Dec. 31, 19-27 

03/31/98 (2) 0 A Resubmission TA NATURAL GAS COMPANY, INC. 
STATEMENT OF INCOME FOR THE YEAR 

Year of Report Date of Report 
(Mo, Da, Yr) 

1. Report amounts for accounts 412 and 413, 
Revenue and Expenses from Utility Plant Leased to 
Others, in another utility column (i, k, m, 0) in a similar 
manner to a utility department. Spread the amount(s) over 
lines 02 thru 24 as appropriate. Include these amounts 
in columns (c) and. Id): totals. 

2. Report amounts in account 414, Other Utility 
Operating Income, in the same manner as accounts 412 
and 413 above. 

3. Report data for lines 7. 9, and 10 for Natural Gas 
companies using accounts 404.1, 404.2, 404.3, 407.1, 
and 407.2. 

4. Use page 122 for important notes regarding the 
statement of income or any account thereof. 

5. Give concise explanations concerning unsettled 
rate proceedings where a contingency exists such that 
refunds of a material amount may need to be made to 
the utility's customers or which may result in a material 
refund to the utility with respect to power or gas pur- 
chases. State for each year affected the gross revenues 
or costs to which the contingency relates and the tax ef- 
fects together with an explanation of the major factors 
which affect the rights of the utility to retain such revenues 
or recover amounts paid with respect to power and gas 
purchases. 

6. Give concise explanations concerning significant 
amounts of any refunds made or received during the year 

Account 
Previous Year 

23 TOTAL Utility Operating Expenses 

24 
(Enter Total of lines 4 thru 22) 33,437,257 28,012,069 

Net Utility Operating Income (Enter Total of 
line 2 less 23) (Carry forward to page 11 7, 

- . line 25) 5,748,005 5,039,960 

FERC FORM NO. 2 (REVISED 12-93) Page 114 



Name of Respondent This Report IS: Date of Reporl Year of Report 

Dec. 31, 19% 
(1) An Original (Mo, Da, Yr) 
(2) [3 A Resubmission 

S A T E M E N T  OF INCOME FOR THE YEAR (Continued) 
resulting from settlement of any rate proceeding affect- 
ing revenues received or costs incurred for power or gas 
purchases, and a summary of the adjustments made to 
balance sheet, income, and expense accounts. 

7. If any notes appearing in the report to stockholders 
are applicable to this Statement of Income, such notes 
may be attached at page 122. 

8. Enter on page 122 a concise explanation of only 
those changes in accounting methods made during the 
year which had an effect on net income, including the 

TNC. 03/31/98 

basis of allocations and apportionments from those used 
in the preceding year. Also give the approximate dollar 
effect of such changes. 

9. Explain in a footnote if  the previous year's figures 
are different from that reported in prior reports. 

10. If the columns are insufficient for reporting addi- 
tional utility departments, supply the appropriate account 
titles, lines 2 to 23, and report the information in the blank 
space on page 122 or in a supplemental statement. 

ELECTRIC UTILITY I GAS UTILITY I OTHER UTILITY I 

Current Year I Previous Year I Current Year I Previous Year I Current Year 1 Previous Year 1 Line 

I 4 
5 

I 6 
I 7 

I 

18 
19 
20 

22 
23 

24 

I 21 

-. 



r - 
Name of Respondent This Report IS: Date of Report 

( I )  I3 An Original (Mo, Da, Yr) 
TA NATURAL GAS COMPANY, I N C ,  (2) i3 A Resubmission 03/31/98 

I 1 - 1  I I I 

Year of Report 

Dec. 31. 1 9 9 7  

-. . 

OTHER UT'lLm 

Current Year Previous Year 
Line 
No. 

OTHER U T ' I W  OTHER UTILITY 

Current Year Previous Year Current Year Previous Year 



Account 
Current Year Previous Year 

41 I Loss on Disposition of Property (421.2) 
42 I Miscellaneous Amortization (425) 
43 I Miscellaneous Income Deductions 1426.1426.51 
44 
45 
46 
47 Income Taxes-Federal (409.2) 
48 Income Taxes-Other 1409.2) 

TOTAL Other Income.Deductions notal of lines 47 thru 43). 
Taxes Applic. to Other Income and Deductions 

Taxes Other Than Income Taxes (4Q8.2) 

49 
50 . (Less) Provision for Deferred Income T a x e d r .  (41 1.2) 
51 
52 
53 
54 

Provision for Deferred Inc. Taxes (410.2) 

Investment Tax Credit Adj.-Net (41 1.5) 
(Less) Investment Tax Credits (420) 

Net Other Income and Deductions (Enter Total of lines 39, 44, 53) 
TOTAL Taxes on Other Inc. and Ded. notal of 46 &hru 52) 

55 Interest Charges 

I I 

I ( 9 . 2 0 2 )  

262-263 I 
262-263 13 .A00 33.600 
262-263 3 , 4 0 0  7 .900  

234.272-277 
234.272-277 

69 

71 

Net Extraordinary Items (Enter Total of line 67 less line 68) 
262-263 

Extraordinary Items After Taxes (€nter Total of line 69 less line 70) 
I I 

72 Net Income (Enter Total of lines 65 and 71) 1 I 2 , 0 3 8 , 2 3 8  I 2 , 2 3 6 , 7 7 8  



Name of Respondent This Report Is: Date of Report Year of Report 

03/31/.98 Dec. 3'1, ' 1 9 2 7  

(1) An Original (Mo, Da, Yr) 

NATURAL GAS c o ~ ~ y s  ' I N C ,  (2) 0 A Resubmission 

Report all changes in appropriated retained earnings, 5. Show dividends for each class and series of capital 
unappropriated retained earnings, and unappropriated un- stock. 
distributed subsidiary earnings for the year. 6. Show separately the State and Federal income tax ef- 

Each credit and debit during the year should be iden- fecf of items shown in account 439, Ao'justmenrs fo Retained 
tfied 8s to the retained earnings account in which recorded (Ac- Earnings. 
counts 433, 436-439 inclusive). Show the contra primary 7. Explain in a footnote the basis for determining the 
account affected in column (b). amount reserved or appropriated. I f  such reservation or ap 
3. State the purpose and amount for each reservation or propriation is to be recurrent, state the number and annual 

appropriation of retained earnings. amounts to be reserved or appropriated as well as the totals 
4. List first  account 439, Adjustments to RetainedEamings, eventually to be accumulated. 

reflecting adjustments to the opening balance of retained ear- If any notes appearing in the report to stockholders are 
nings. Follow by credit, then debit items, in that order. applicable to this statement, attach them at page 122. 

STATEMENT OF RR-AINED EARNINGS FOR THE YEAR 
1. 

2. 

8. 

I I Contra I 

35 
36 
37 
38 

i n e  
No. 

I 
I 2,671,092 
I 

I 322,201 

TOTAL Dividends Declared4mmon Stock (Account 438) floral of lines 37 thru 35) 
Transfers from Acct. 216.1, Unappropriated Undistributed Subsidiary Earnings 
Balance-End of Year (Total of lines 07, 09, 75, 16. 22, 29, 36 and 37) 

Primary Amount Account 
Affected 

(4 . .  

1 

9 Total Credits to Retained Earnings (Account 439) (Enter Total of Iines 4 thnr 8) 
10 Debit: I 
11 Debit: 
12 Debit: I 
13 Debit: 

I I 

34 I I 

I FERC FORM NO. 2 (ED. 12-88) Page 11 8 



Name of Respondent This Report Is: Date of Report 
(1) An Original (Mo, Da, Yr) 

03/31/98 

APPROPRIATED RETAINED EARNINGS (Account 21 5) 

State balance and purpose of each appropriated retained earnings amount at end of year and 
give accounting entries for any applications of appropriated retained earnings during the year. 

Year of Report 

Dec. 31, 1 9 9 7  

39 
40 
41 
42 
43 



- 
Name of Respondent This Report IS: Date of Report Year of Report 

(1) E An Original (Mo, De, Yr) 

7 1  
a Deferred Income Taxes (Net) 
9 

10 
11 
12 
13 
14 

___ 

Investment Tax Credit Adjustments (Net) 
Net (Increase) Decrease in Receivables 
Net (Increase) Decrease in Inventory 
Net (Increase) Decrease in Allowances Inventory 
Net Increase (Decrease) in Payables and Accrued Expenses 
Net (Increase) Decrease in Other Regulatory Assets 
Net Increase (Decrease) in Other Regulatory Liabilities 
(Less) Allowance for Other Funds Used During Construction 

17 (Less) Undistributed Earnings from Subsidiary Companies 
i a  Other: Unrecovered Gas Costs 

1. If the notes to the cash flow statement in the respondents 
annual stockholders report are applicable to this s t a t e  
ment, such notes should be attached to page 122. Infor- 
mation about noncash investing and financing activities 
should be provided on page 122. Provide also on page 
122 a reconciliation between “Cash and Cash Equivalents 
a t  End of Year” with related amounts on the balance 
sheet. 

( 473,275)  

(1.144.5321 
(1.511. 663)  

935,582 

2.054.488 

2. Under “Other” specify significant amounts and group 
others. 

3. Operating Activities-Other: include gains and losses per- 
taining to operating activities only. Gains and losses p e r -  
taining to investing and financing activities should be 
reported in those activities. Show on page 122 the 
amounts of interest paid (net of amounts capitalized) and 
income taxes paid. 

19 I I 

Associated and Subsidiary Companies 

Purchase of Investment Securities (a) 
Proceeds from Sales of Investment Securities (a) 

43 
44’ 
45 

FERC FORM NO. 2 (REVISED 12-93) Page 120 



Name 0: Responden; This Report Is: 
(1) a An Original 
(2) A Resubmission LTA NATURAL GAS COMPANY, INC; 

Date of Report 
(Mo. Da. Yr) 

Year of Report 

Dec. 31, 1 9 9 7  
03/31/98 

No. 
46 
47 
48 

fa) (4 
Loans Made or Purchased 32,000 
Collections on Loans 24,000 

No. 
46 
47 
48 

65 I ' I  

fa) (4 
Loans Made or Purchased 32,000 
Collections on Loans 24,000 

_ _  
66 Net Increase in Short-Term Debt (c) 11.605.000 
67 Other: 
CE 

49 
50 
51 
52 
53 
54 

~ 

Net (Increase) Decrease in Receivables 
Net (Increase) Decrease in Inventory 
Net (Increase) Decrease in Allowances Held for Speculation 
Net Increase (Decrease) in Pavables and Accrued ExDenses 
Other: 

FERC FORM NO. 2 (ED. 12-94) Page 121 

61 
62 
63 

Lono-Term Debt (b) 
Preferred Stock 
Common Stock 640,335 

73 
74 
75 
76 
77 
78 
79 
30 

Lono-term Debt (b) 813,321 
Preferred Stock 

-----A -_A Common Stock 
Other: I 

, 

Net Decrease in Short-Term Debt (c) 

Dividends on Preferred Stock 



Name of Respondent This Report Is: Date of Report 
(1) a An Origin'al (Mo, Da, Yr) 

FERC FORM NO. 2 (ED. 12-88) Page 7 2 2  

Year of Report 

NATURAL GAS C O K ~ A N ~ .  INC, (2) 0 A Resubmission 03/31/98 Dec. 31, 199.2 



a 

a 

c 

Page 123 Next page is 200 FERC FORM NO. 2 (ED. 12-89) 



(1) a An Original (Mo, Da, Yr) 

- .  

FOR DEPRECIATION, AMORTIZATION AND DEPLETION 
Electric 

ALL GAS 
Line Item Total 

No. 

-. . 

FERC FORM NO. 2 (ED. 12-89) Page 200 



Name of Respondent This Repod Is: Date of Report Year of Report 
(1) D An Original 
(2) 0 A Resubmission Dec. 31, 19- 

(Mo, Da, Yr) 

I 33 

.- 

Gas Other (Specify) Other (Specify) Other (Specify) Common Line 
No. 



Name of Respandent This Repor: Is: 
(1) 3 An Original 

1. Report below the original cos! of gas plant in service ac- 
cording to the prescribed accounts. 

2. In addition to Account 101.Gas Plantin Service(C/assified). 
this page and the next include Account 102. Gas Plant Purchased 
or Sold; Account 103. Experimental Gas Plant Unclassified; and 
Account 106, Completed Construction Not Classifie&Gas. 

3. Include in column (c) or (d). as appropriate, corrections 
of additions and retirements for fhe current or preceding year. 

4. Enclose in parentheses credit adjustments of plant ac- 
counts to indicate the negative effect of such accounts. 

5. Classify Account 106 according to prescribed ac- 
counts, on an estimated basis if necessary, and include !he 

Date of Report 
(Mo. Da, Yr) 

Year of Report 

entries in column (c). Also to be included in column (c) are 
entries for reversals of tentative distributions of prior year 
reported in column (b). Likewise, if the respondent has a 
significant amount of plant retirements which have not 
been classified lo primary accounts at the end of the 
year, include in column (d) a tentative distribution of such 
retirements, on an estimated basis, with appropriate contra 
entry to the account for accumulated depreciation provi- 
sion. Include also in column (d) reversals of tentative 
distributions or prior year of unclassified retirements. Attach 
supplemental statement showing !he account distributions 
of these tentative classifications in columns (c) and (d), 

a " U R A L  GAS c o ~ ~ ,  INC 

Additions Balance at 
Account Beginning. of Year 

tine I 
No. 

(2) Resubmission 3- 3 1- 98 Dec. 31. 1 9 2 7  

FERC FORM NO. 2 (ED. 12-88) Page 204 



- - 
Name of Respondent This Report Is: Date of Report Year of Repon 

(1) An Original (Mo, Da, Yr) 
DELTA NATURAL GAS COMPANY, INC 3-31-98 Dec. 31. 19- 97 p) A Resubmission 

GAS PLANT IN SERVICE (Accounts 101. 102, 103, and 106) 

including the reversals of the prior years tentative account 
distributions of these amounts. Careful observance of the 
above instructions and the texts of Accounts 101 and 106 
will avoid serious omissions of the reported amount of 
respondent's plant actually in service at end of year. 
6. Show in column (9 reclassifications or transfers within 

utility plant accounts. Include also in column (9 the additions 
or reductions of primary account classifications arising from 
distribution of amounts initially recorded in Account 102. In 
showing the clearance of Account 102, include in column 
(e) the amounts with respect to accumulated provision for 
depreciation, acquisition adjustments, etc., and show in col- 

umn (9 only the offset to the debits or credits distributed in 
column (9 to primary account classifications. 

7. For Account 399, state the nature and use of plant in- 
cluded in this account and if  substantial in amount submit a 
supplementary statement showing subaccount classification 
of such plant conforming to the requirements of these pages. 

8. For each amount comprising the reported balance and 
changes in Account 102, state the property purchased or 
sold, name of vendor or purchaser, and date of transaction. 
If  proposed journal entries have been filed with the Commis- 
sion as required by the Uniform System of Accounts, give 
also date of such filing. 

Retirements Adjustments I Transfers 
Balance at 

End of Year 1 tine 
No. 

53 -1 51 301 2 
(740) 2,739 302 3 

303 4 
(740) 55.890 5 

e 

13.397 331 18 
1,815.170 332 19 
800.454 333 20 
82 - 714 334 21 

I 335 22 
b _ _ _  I 

336 23 
337 24 

- 338 25 

t 
344 I 32 

346 34 
347 35 

36 

95,981 38 

. 345 133 -.- 

2,830,675 37. 

FERC FORM NO. 3 (Fn. 17-881 Pane 7n5 



h'ane of Respondent 

FERC FORM NO. 2 (ED. 12-89) Page 206 



I Name of Respondent I This Report Is: I Date of Report I Year of Report I 

364.4 
364.5 
364.6 

(Mo, Da, Yr) DELTA NATURAL GAS COMPANY, INC.(l) !$ An Original 
(2) 0 A Resubmission 3-31-98 Dec. 31, 1997 

GAS PLANT IN SERVICE (Accounts 101, 102, 103, and 106) (Continued) 

70 
71 
72 

Retirements 
(dl 

16.271 

Adjustments 
(e) 

145.444 366 81 
19.960.271 367 82 

368 83 1.267.849 

Transfers 

(0 

_. 

(5.78a1 
16.271 I C7.6531 , 

Balance at 
End of Year 

m n  - 470 I369 184. 

418.719' I371 I86 
(1 9,617) 23.293.623 I I 87 

I370 I 8 5  

FERC FORM NO. 2 (ED. 12-88) Page 207 
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Name of Respondent 

Retirements 

t I I I I I121 
970.381 ( 3 . 4 3  2) . I  106,251,873 I122 

FERC FORM NO. 2 (ED. 12-88) Page 209 Next page is 213 



This Report Is? 
(1) 0 An Original 

Name of Respondent Date of Report 
(Mo, Da, Yr) 

Year of Report 

I (2) A Resubmission i I Dec. 31, 19- 
PRODUCTION PROPERTIES HELD FOR FUTURE USE (Account 105.1) 

1. Report separately each property held for future use at 
end of the year having an original cost of $25O,OOO or more. 
GrOUD other items of DroDertv held for future use. 

give in column (a), in addition to other required information, 
the date that utility use of such property was discontinued, 
and the date the oriainal cost was transferred to Account 

2 ’ For property havhg &I dhginal cost of $25O,OOO or more 
previously used in utility operations, now held for future use, 

105.1. 
- 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

1; 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
co 
11 
12 

._ . 

Balance at 
End of 
Year 

FERC FORM NO. 2 (ED. 12-89) Page 215 



Name of Respondent .This Report Is: - 
(1) An Original 

1. Report below descriptions and balances at end of year 
of projects in process of construction (107). 

2. Show items relating to “research. development, and 
demonstration” projects last, under a caption Research, 

Development, and Demonstration (see Account 107 Of the 
Uniform System of Accounts). 

3. Minor projects (less than $500.000) may be grouped. 

Date of Report 
(Mo. Da, Yr) 

Year of Report 

97 

- 
-ine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

ii 16 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

5 
42 
43 - 

NATURAL GAS .COMPANY, INCO(2) 

Description of Project 

fa) 

A Resubmission 3-31-98 Dec. 31, 19- 

MISCELLANEOUS UNFINISHED JOBS 

STORAGE LINE 
Canada Mountain . 

TRANSMISSION EXTENSION 
Bluegrass Army Depot 

L . 

-- 

TOTAL 

FERC FORM NO. 2 (ED. 12-87) Page 216 

Construction Work 
in Progress-Gas 

(Account 107) 

fbl 

3,407 , 049 

4,216,359 

. 503,727 

8,127,135 

-~ 

Estimated 
Additional 

cost of 
Project 
(4 

300 , 000 

5 , 000 

600,000 

905,000 



Name of Respondent . 

I DELTA NATURAL GAS COMPANY, I$@) 0 A Resubmission I 3-31-98 I Dec. 31, 1997 
CONSTRUCTION OVERHEADS-GAS 

This Report k: Date of Report Year of Report 
(1) 65 An;Original (Mo, Da, VI-) 

1. Lid in column (a) the kinds of overheads according to the titles 
us+ by *e respondent. Charges for outside professional services for 
engineenng fees and management or supervision fees capitalized 
should be shown as separate items. 
2 On page 218 furnish informalion concerning commctm ’ overheads. 
3. A respondent should not report “none’ to this page i f  no over- 

head apportionments are made, but rather should explain on page 

218 the accounting procedures employed and the amounts of engi- 
neering, supervision and administrative costs, etc.. which are directly 
charged to construction. 

4. Enter on this page engineering, supervision, administrative, and 
allowance for funds used during construction. etc., which are first 
assigned to a blanket work order and then prorated to construction 
jobs. 

Total COSt Of COnStNC- 
lion to Which Overheads 
Were Charged (Exclusive 
of Overhead Charges) 

(C) 

- 
t i l  
NI 

- 
d 

4 

1 

4 

t 
s 

1( 
11 
1; 
1: 
1 4  

15 
1E 
17 
I8 
19 
?O 
!1 
Y 
!3 
?4 
?5 
!6 
!7 
!8 
!9 
10 
I1 
12 
13 
4 
5 
6 
7 
8 
9 
0 

ii 
I4 
15 
I6 - TOTAL 

Description of Overhead 

(4 

ENGINEERING, ACCOUNTING AND ADMlNISTRATIVE 

.. 

-- 

Total Amount 
Charged 

for the Year 
@! 

1,568,090 

c 

1,568,090 

9,086,777 

9,086,777 

FERC FORM NO. 2 (ED. 12-89) Page 217 



This Report Is: - Date of Report Name of Respondent Year of Report 

I 

>/-'9 , 
1. For each constmaion overhead explain: (a) the nature 

and extent of work, etc., the overhead charges are intended 
b cover, @) the general procedure for determining the amount 
qitaliued, (c) the method of distribution to construction jobs, 
(d) whether different t a t s  are applied to different types of con- 
StrUCtion, (e) basis of differentiation in rates for different types 
of construction, and ( f )  whether the overhead h directly or in- 
directly assigned. 

2. Show below the computation of allowance for funds 
used during construction rates, in accordance with the provi- 
sions of Gas Plant Instructions 3 (17) of the U.S. of A. 
3. Where a net-of-tax rate for borrowed funds is used, show 

the appropriate tax effect adjustment to the computations 
below in a manner that clearly indicates the amount of reduc- 
tion in !he gross rate for tax effects. 

Payroll and associated costs plus other applicable expenses of engineering, 
accounting and administrative functions are allocated t o  construction work. 

The allocation is based upon periodic time studies. 

d -.:. 

COMPUTATION OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION RATES 

For line 1(5), column (d) below, enter the rate granted in the last rate proceeding. If such is not available, use 
the average rateaamed during the preceding three years. 

I. Components of Formula (Derived from actual book balances and actual cost rates): 

.. Gross Rate for Borrowed Funds _- 
P )Rate for Other Funds 

. Weighted Average Rate Actually Used for the Yeat: 

k-3 E(D+P+C 

a. Rate for Borrowed Funds - 
b. Rate for Other Funds - 

FERC FORM NO. 2 (ED. 12-88) Page 218 



Name of Respondent . This Report 1% Date of Repori 
(1) a An Original (Mo. Da, Yr} 

Year of Report 

. .  

1. Explain in a footnote any important adjustments dur- 
ing year. 

2. Explain in a footnote any difference between the amount 
for book cost of plant retired, line 11, column (c), and that 
reported for gas plant in service, pages 204-209, column (d). 
excluding retirements of nondepreciable property. 
3. The provisions of Account 108 in the Uniform System 

of Accounts require that retkements of depreciable plant 
be recorded when such plant is removed from service. I f  

e 

l 

the respondent has a significant amount of plant retired at 
year end which has not been recorded and/or classified to the 
various reserve functional classifications, make preliminary 
closing entries to tentatively functionalize the book cost of the 
plant retired. In addition, include all costs included in retire- 
ment work in progress at year end in the appropriate func- 
tional classifications. 

4. Show separately interest credits under a sinking fund 
or similar method of depreciation accounting. 

12 
13 
14 

15 

- 

Cost of Removal 12.239 
Salvage (Credit) 176.741 

733.181 
TOTAL Net Chrgs. for Plant Ret. 
(Enter Total of lines 17 thru 73) 
Other Debit or Cr. Items 

-~ 

@ $; ?=?(Enter Total of lines 18 
thru 26) 

6-457326 

30.066.390 



Name of Respondent -This Report Is: - Date of Report 
(1) An Original (Mo. Da, Yr) - 

Noncurrent 
(Account 117) 

Description Line 
No. 

Year of Report 

TURAL . GAS COMPANY. INC. (2) L A Resubmission 0 3 / 3 1 / 9 8  Dec. 31. 1C@J 

1 

2 

3 

4 

Total 
1 (Account 164.3) 

LNG I 
(a) fb) (c) 

Balance at Beginning 
of Year 3.364.552 411.625 
Gas Delivered to 
Storage (contra Account) 681 ~ 5 7 5  7.fjJ5.015 
Gas Withdrawn from 
Storage fcontra Account) 1,172.438 
Other Debits or 

FERC FORM NO. 2 (ED. 12-87) Page 220 

Credits (Net) I 
Balance at End of Year 4 - 04fiJ.V 207 

6 

7 
8 

Mcf 

Amount Per Mcf 
Sta!e basis of segregation of inventory between current and noncurrent portions: 



Name of Respondent . This Report 1 8  Date of Report 
(1) a An Original (Mo, Da, Yr) 

1. Give a brief description and state the location of non- 
utility property included in Account 121. 

2. Designate with an asterisk any property which is leased 
to another company. State name of lessee and whether lessee 
is an associated company. 

3. Furnish particulars (details) concerning sales, pur- 
chases, or transfers of Nonutility Property during the year. 

4. List separately all property previously devoted to 
public service and give date of transfer to Account 121, 
Nonutility Property. These items are separate and dls- 

Year of Report 

ELTA NATURAL GAS COMPANY, INq.(2) 0 A Resubmission 

t= 

03 /3  1 / 98  Dec. 31. 1992 

Description and Location 
w 

Two Housetrailers, furnishings and 
miscellaneous equipment in 
Pidgeon Forge, TN. 

L 

tine 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

- 

tinct from those allowed to be grouped under instruction 
No. 5. 

5. Minor items (5% of the Balance at the End of the Year, 
for Accounl 121) may be grouped. 
6. Natural gas companies which have oil property should 

report such property by State, classified to (a) oil lands and 
land rights, (b) oil wells, and (c) other oil property. Gasoline 
plants and other plants for the recovery of products from 
natural gas are classifiable as gas plant and should be 
reported as such and not shown as Nonutility Properly. 

lalance at Beginning 
of Year 
fb) 

ACCUMULATED PROVISION FOR DEPREC 

Purchases, Sales, 
Transfers, etc. 

fcl 

18,592 

Balance at End 
of Year 

(a 

18,592 

. _ _ _  _ _  
NONUTlLlN PROPERTY (Account 122) 

Report below the information called for concerning depreciation and amortization of nonutility property. 
I ine I 1 Amount 

Cost of Removal 
Salvage (Credit) 

TOTAL Net Charges (Enter Total of lines 9 thru 11) 
Other Debit or Credit Items (Describe): 

15 I Balance, End of Year (Enter Total of lines 1, 7, 12, and 14) 1 18,952 

FERC FORM NO. 2 (ED. 72-89) Page 221 



I Year of Report 1 Name of Respondent . I This Report 1s:- I Date of Report 

I(1) An Original 

NATURAL GAS COMPANY, INC. I (2) 0 A Resubmission I 
INVESTMENTS (Accounts 123. 124, 136) 

1. Report below investments in Accounts 123, In- of Directors. and included in Account 124, Oihef /nVesrrrh?ntS, 
state number of shares, class, and series of stock Minor 
investments may be grouped by classes. Investments in- 
cluded in Account 136, Temporary Cash Investments, also 
may be grouped by classes. 

@) Investment Advances - Report separately for each 
person or company the amounts of loans or investment 
advances which are properly includable in Account 123. 
Advances subject to current repayment should be included 
in Accounts 145 and 146. With respect to each advance, 
show whether the advance is a note or open account. 

vestments in Associated Companies, 124, Other Investments, 
and 136, Temporary Cash Investments. 

2. Provide a subheading for each account and list 
thereunder the information called for: 

(a) Investment in Securities - List and describe each 
security owned, giving name of issuer, date acquired and 
date of maturity. For bonds, also give principal amount, date 
of issue. maturity, and interest rate. For capital stock On- 
cluding capital stock of respondent reacquired under a 
definite plan for resale pursuant to authorization by the Board 

9 
10 
11 
12 
13 

I 14 
15 
16 
17 

: 18 
a 19 
20 

. 21 
, 2 2  
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

37 
38 
39 

Description of Investment 

fa) 

._ . 

_- 

Book Cosl at : 
Beginning of Year 

(It book cosf is diftemnr 
trwn cost ro raspondsnt. 
give cost to respondent 

in a hwotnofe and eqdain 
dinerence.) 

fb) 

.- 

Purchases 
or Additions 
During Year 

‘ERC FORM NO. 2 (ED. 12-86) Page 222 



e 
Each note should be listed giving date of issuance, maturity 
date, and specifying whether note is a renewal. Designate 
any advances due from officers, directors, stockholders, or 
employees. Exclude amounts reported on page 229. 
3. For any securities, notes or accounts that were 

pledged designate with an asterisk such securities, notes, 
or accounts and in a footnote state the name of pledgee and 
purpose of the pledge. 

Name of Respondent This Report k: Date of Report Year of Report 
.. 

(1) a An'Original (Mo, Da, Yr) 

INVESTMENTS (Accounts 123. 124, 136) (Continued) 
DELTA NATURAZ, GAS COMPANY, INC,  (2) 0 A Resubmission 03/31/98 Dec. 31, 19W 

5. Report in column (9) interest and dividend revenues 
from investments including such revenues from securities 
disposed of during the year. 

6. In column (h) report for each investment disposed of 
during the year the gain or loss represented by the difference 
between cost of the investment (or the other amount at which 
carried in the books of account if different from cost) and 
the selling price thereof, not including any dividend or in- 

4. I f  Commission approval was required for any advance 
made or security acquired. designate such fact in a footnote 
and give name of Commission, date of authorization, and 
case or docket number. 

terest adjustment includible in column (9). 

Sales or Other 
Dispositions 
During Year 

Principal 
Amount or 

No. of Shares at 
End of Year 

(e) 

Book Cost at 
End of Year 

(I/ book cost is Uiflerent 
from cost to respondent. 
give cost to respondent 

in a loornote and explain 
diflerence.) 

(0 

FERC FORM NO. 2 (ED. 12-86) Page 223 

Revenues 
for 

Year 

L 

Gain or Loss 
from Investment 

Disposed of 

- 

Line 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
70 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 - 



. 
Name of Respondent This Report IS: - Date of Report Year of Report 

(1) Q An Original (Mo, Da, Yr) 

i . 0 3 / 3 1 / 9 8  I Dec. 31, 19-27 ' 

INVESTMENTS IN SUBSIDIARY COMPANIES (Account 123.1) 

I 

I -1. Report below investments in Accounts 123.1, In- (b) Investment Advances - Report separately the 

- 
tin1 
No 
_. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Y 
14 
15 
16 

1 vestments in Subsidiary Companies. 
2 Provide a subheading for each company and list 

thereunder the information called for below. Subtotal by 
company and give a total in columns (e), (9, (9) and 

(a) Investment in Securities - List and describe each 
security owned. For bonds give also principal amount, dale 
of issue, maturity, and interest rate. 

(h). 

amounts of loans or investment advances which are sub- 
ject to repayment, but which are not subject to current settle- 
ment. With respect to each advance show whether the advance 
is a note or open account List each note giving date of issuance, 
maturity date, and specifying whether note is a renewal. 

3. Report separately the equity in undistributed 
subsidiary earnings since acquisition. The total in column 
(e) should equal the amount entered for Account 418.1. 

Description of Investment 

(4 

All Common Stock Of 

Delta Resources, Inc. 

Delgasco, Inc. 

Deltran, Inc. 

Enpro, Inc. 

Tranex Corporation, Inc. 
Tranex Investment in Common Stock 

-- 

Date 
Acquired 

@) 

4 / 8 4  

5 / 8 6  

5 / 8 6  

5 / 8 6  

6 / 9 7  

Date of 
Maturity 

(4 

TOTAL Cost of Account 123.1 $ J TOTAL 

I 'ERC FORM NO. 2 (ED. 12-89) Page 224 

Amount of 
Investment at 

Beginning of Year 
fa 

(129,773) 

4,817 

1,000 

1,059 , 362 

-0- 

935,406 

I 



- .  
Name of Respondent - This Report IS: Date of Report Year of Report 

(1) An Original (Mo, Da, Yr) 

I NATURAL GAS COMPANY, I N C l ( 2 )  0 A Resubmission I 03/3 1/98 I Dec. 31, 1947 
INVESTMENTS IN SUBSJDIARY COMPANIES (Account 123.1) (Continued) 

4. For MY securities, notes, or accounts that were 
pledged, designate such securities, notes, or accounts in 
a footnote, and state the name of pledgee and purpose of 
the pledge. 

5. If Commission approval was required for any advance 
made or security acquired, designate such fact in a footnote 
and give name of Commission, date of authorization, and 
case or docket number. 123.1. 

6. Report cdumn (9 interest and dividend revenues from 
investments, including such revenues from securities dis- 
posed of during the year. 

7. In column (h) report for each investment disposed of 
during the year, the gain or loss represented by the dif- 
ference between cost of the investment (or the other amount 
at which carried in the books of account if different from cost) 
and the selling price thereof, not including interest adjust- 
ment includible in column (9. 

8. Report on Line 42. column (a) the total cost of Account 

Equity in 
Subsidiary 

Earnings for Year 
(4 

190,401 

40,490 

-0- 

225,251 

(45,285) 
1,000,000 

1,410,857 

Revenues 
for Year 

(9 

78,680 

41,538 

-0- 

1,265,694 

-0- 

1,385,912 

- 
Amount of 

Investment at 
End of Year 

(18,052) 

3,769 

1,000 

18,919 

954,715 

- 
960,351 

Gain or Loss 
from Investment 

Disposed of 
fh) 

1 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
10 
41 
42 

- 

- 
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Name of Respondent - This Report Is: - Date of Report 
(1) @ An Original (Mo, Da, Yr) 

03/31/98 

- 

Line 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

Y 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

iQ 
41 
42 - 

Year of Report 

Dec. 31, 1997 

BALANCE BEGINNING OF YEAR 

NATURAL GAS COMPANY9 INCi 

Name of Vendor 
(Designate associated companies 

wHh an asterisk) 

(2) 0 A Resubmission 

Seller 
R R C  
Rate 

Scheduli 
No. 

.. . 

M d  
(14.73 
psia 

at 6O0Q 
(4 

Amount 

c 
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Name of Respondent - This Report Is: Date of Report 
(1) hi3 An Original (Mo, Da, Yr) 

DELTA NATURAL GAS COMPANY, INd.(2) 0 A Resubmission I 03/31/98 I Dec. 31, 199L 
GAS PREPAYMENTS UNDER PURCHASE AGREEMENTS (Continued) 

Year of Report 

3. If for any reason a take or pay situation is in con- 
troversy, list in the columns below the amount of those 
prepayment claims which have not been paid, together with 
footnote notation that the amount is in controversy (and any 
explanation the respondent chooses to make). 

4. If any prepayment was determined other than by refer- 
ence  to amounts per Mcf or demandammodity factors, 
furnish in a footnote a concise explanation of basis of 
computation. 

BAUNCE END OF YEAR 

Mcf 
(14.73 
psia 

at 60°F) 
(4 

Amount 
Cents 
per 
Mcf 

(01 

PREPAYMENTS IN 
CURRENT YEAR 

Mcf 
(14.73 
psia 

at 60°F) 
IhJ 

Percent 
of Year's 
required 

take 
(il 

Make-up 
Period 

expiration 
date 

fl 

ine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
?9 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
m 
$1 
$2 
- 
- 
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Date of Report 
(Mo, Da, Yr) 

Year of Report 

DELTA NATURAL GAS COMPANY,INC. I (2) A Resubmission i 03/31/98 I Dec. 31. 1991 
ADVANCES FOR GAS PRIOR TO INITIAL DELIVERIES OR COMMISSION CERTIFICATION 

Name of'Respondent . 

(Accounts 124, 166 and 167) 
1. Report below the information called for concerning all 

advances for gas, as defined in the text of Account 166, Ad- 
vances for Gas fxploration. Development and Production, 
and 167. Other Advances for Gas, whether reported in 
Accounts 166.167, or reclassified to Account 124, Other In- 
vestments. List Account 124 items first. 

2. In column (a), give the date the advance was made, 
the payee (designate associated companies with an asterisk) 
a brief statement of the purpose, (exploration. development, 
production, general loan, etc.) and the estimated date of 
repayment. Do not use the term indefinite in reporting 

estimated date of repayment. I f  advances are made to a 
payee in connection with different projects with different 
arrangements for repayments, use separate lines for report- 
ing; otherwise all advances may be grouped by payee. sub- 
ject to the requirements of instruction 3 below. 

3. I f  the beginning balance shown in column (c) does not 
agree with the prior year's ending balance, column (9). pro- 
vide a detailed explanation in a footnote. Show all Advances 
made during the year in column (d) and all repayments or 
other credits in column (e). Report amounts shown in col- 
umn (e) separately by account, as reported in column (0. 

This Report Is: 
(1) An ,Original 

- 
Lint 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
70 
1 1  
12 
13 
14 
15 
76 
17 
18 
19 
20 
21 
22 
23 
24 
25 
36 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 - 

Dale of Advance. 
Payee, 

Purpose and 
Estimated 

Date of Repaymen 

(a) 

.. .. 

- 

- 
Accoun 
Numbei 
(124. 16 
or 167) 

(4 

- 

Balance at 
Beginning 
of Year 

(cl 

FERC FORM NO. 2 (ED. 12-87) 

Advances 
Duiing 
Year 

IdJ 

Page 229 

Repayments or 
Other Credits 
During Year 

(eJ 

c 

Balance at 
End of Year 

(91 



Name of Respondent This Report Is: - 
(1) El AII Original 

NATURAL GAS COMPANY, I N C ,  (2) 0 A Resubmission 

Date of Report 
Wo,  Da, Yr) 

Year of Report 

03/31/98 Dec. 31,1937 

- . - . . -- 
EXTRA( 

Line Nature of Prepayment 
No. 

(a) 
1 Prepaid Insurance 
2 PreDaid Rents 

Line 
No. 

Balance at End of 
Year (In Dollars) 

(b) 
114,182 

Description of Extraordinary Loss 
[Include in the description ttre date o f  

kxs, the date of Commission authom& 
tion to use Auwunt 7821 and penod o 

amortization Imo. yr, to mo. y4.l 

~ 

3 Prepaid Taxes (pages 262-263) 
4 Prepaid Interest 
5 Gas Prepayments (pages 22&227) 
6 Miscellaneous .Prepayments: Primarily Pension Cost 

. -  . . .  
(a) 

1 
2 
3 
4 
5 
6 

270,593 

UNRECOVERI 

7 

tine 
No. 

- 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

TOTAL 

Description of Unrecovered Plant and 
Regulatory Study Costs 

Include in the description of costs, L e date of Commission authorization 
to use Accr?unt 1822, and period of 

amo&abon (mo, yr, to mo, yg.] 
( 4  

_- 

3DINARY PROF 

Total 
Amount 
of LQss 

(b) 

1 PLANT AND F 

Total 
Amount 

of charges 

I 384,775 
RTY LOSSES (Account 182.1) 

WRrtTEN OFF DURING 
Losses 

Recognized 
Year 

costs 
Recognized 
During Year 

I WRITEN O f f  DURING 

30 I TOTAL I I 

Accounl 
Chargec 

fc) I (4 

I 

YEAR 

Amount 

/8) 

Balance at 
End of 
Year 
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(I 
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4 

_ .  , -  tort Year of Report I Name of 'Respondent . This Report b: Date of Report 
(1) An.Original (Mo, Da. Yr) 

Year of Report 

( ( V I U ,  ua. 1 1 )  

Une 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

31 
32 
x 
3L 
3: 
3f 
3i 
32 
3: 
4 
4' 
4: 
4: 
4 

30 

- 
- 

1 

kscription and Purpose of 
Project 

TOTAL 

8alance at 
Beginning 
of Year 

1 
Debits 

(4 

ccount 
harged 

REDITS 

Amount 

(4 

Balance at 
End of Year 

(0 



lame of Respondent' This RepoFt IS: 
(1) a An Original 

Year of Report 1 Date of Report 
(Mo, Da, Yr) 

(2) A Resubmission I 03/31/98 1 Dec. 31.19-U GAS C O l @ m ,  INC. 
OTHER REGULATORY ASSETS (Account 182.3) I ,  

! 1. Reporting below the particulars (details) called for 
concemina other reaulatorv assets whictr are created 

3. Minor items (5% of the Balance at End of Year for Accwnt 
182.3 or amounts less than S5o,OOO, whichever is less) 

through th; ratemahg actions of regulatory agencies 
(and not includable in other amounts). 

2. For regulatory assets being amortized. show period of 
amo-rtization in column (a). 

may be grouped by classes. 

- 

ine 
uo. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

F 14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

i 41 

42 
43 
44 
- 
- 

Description and Purpose of 
Other Regulatory Assets 

(4 

:. ._ 

_- 

TOTAL 

FERC FORM NO. 2 (ED. 12-94) 

Debits 

0) 

Page 232 

CREDITS 

9ccount 
:barged 

(C) 

Amounl 
Balance at 
End of Year 

(4 



Date of Report Year of Report Name of Respondent . I This Report IS: - 
(1) a An Original (Mo, Da, Yr) 

LTA "YJRAI, GAS C O M p A N y .  INC, (2) 0 AResubmission 03/31/98 Dec. 31.1997 
OTHER REGULATORY ASSETS (Account 182.3) 

1. Report below the particulars (details) called for con- 

2. For any deferred debit beina amortized. show I 

of amortization in column (a). 
ceming miscellaneous deferred debits. 3. Minor items (less than SlOO.000) may be grouped by 

A e  
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

7 

z 22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

iii 48 
49 - 

Description of Miscellaneous 
Deferred Debits 

4anagement Audit 
costs  

%ate Case Expense 
I/ 9 7-0 6 6 

.. .. 

Mise. work m Progress 
DEFERRED REGULATORJ 
COMM. EXPENSES (SEE 
PAGES 350-351) 

TOTAL 

Balance at 
Beginning of Year 

187 , 858 

-0- 

187.858 

pied classes. 

Debits 

(4 

119,323 

CREDITS - 
!munt 
,barged 

(4 - 

921 

921 

Amount 

5,158 

2 , 293 

Balance at 
End of Year 

182,700 

117,030 

299 , 730 

Psae 233 



Name of Respondent - This Report Is: - 
(1) c?t An Original 

1 I I 
190) Total of lines 8, 76 and 77) I 

Year of Report Date of Report 
(Mo, Da, Yr) 

NOTES 

NATURAZ. GAS .COMPANY, INC. (2) 0 A Resubmission 03/31/98 

.. 

Dec. 31, 1947 

c 

Balance at 
Beginning 
of Year 

Account Subdivisions 
No. 

ERC FORM NO. 2 (ED. 12-89) Page 234 

CHANGES DURING YEAR 

Amounts Amounts 
Debited to Credited to 

Account 410.1 Account 411.1 



Name of Respondent . This Report Is7 Date of Report Year of Report 
(1) An Original (Mo, Da, Yr) 

LTA NATURAL GAS COMPANY, INC. I (2) 0 A Resubmission 1 03/31/98 I Dec. 31, 19% 
ACCUMULATED DEFERRED INCOME TAXES (Account 190) (Continued) 

4. In the space provided below, identify by amount and clas- 
sification, significant items for which deferred taxes are being 
provided. Indicate insignificant amounts listed under Other. 

3. If more space is needed. use separate pages as required. 

t CHANGES DURING YEAR I ADJUSNENTS I 
DEBITS CREDITS 

Balance at 
Amount Account Amount End of Year 

Amounts Amounts 
Debited lo Credited to Account 

Account 4102 Account 4112 Credited Debited 
(4 (0 (d (k) 

1 

I r 

I 
I 

1 1 I 

i- 

NOTES (Continued) 

- 
Lint 
No. 

1 



\lame of Respondent - This Report IS: - Date of Report Year of Report 

1. Report below the particulars (details) called for con- 
cerning common and preferred stock at end of year, 
distinguishing separate series of any general class. Show 
separate totals for common and preferred stock. If informa- 
tion lo meet the stock exchange reporting requirement out- 
lined in column (a) is available from the SEC 10-K Repon 
Form filing. a specific reference to the repon form (i.e. year 

and company title) may be reported in column (a) provided 
the fiscal years for both the 10-K report and this report are 
compatible. 

2. Entries in column (b) should represent the number of 
shares authorized by the articles of incorporation as 
amended to end of year. 

- 
Linr 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

s 1 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

Class and Series of Stock and 
Name of Stock Exchange 

fa J 

Common Stock 

-- 

Number 
of Shares 
Authorized 
by Charter 

fb) 

6 9 000 9 000 

Par 
or Staled 

Value 
Per Share 

(4 

$1 

Call 
Price at 

End of Year 

fd) 



-: 

Name of Respondent -This Report IS: Date of Report 
(1) a An Original 
(2) 0 A Resubmission 03/31/98 

(Mo, Da, Yr) 

3. Give particulars (details) concerning shares of any 
class and series of stock authorized to be issued by a 
regulatory commission which have not yet been issued. 

4. The identification of each class of preferred stock 
should show the dividend rate and whether the dividends 
are cumulative or noncumulative. 

5. State in a footnote if any capital s tock which has been 
nominally issued is nominally outstanding at end of year. 

6. Give particulars (details) in column (a) of any nominally 
issued capital stock, reacquired stock, or stock in sinking 
and other funds which is pledged, stating name of pledgee 
and purpose of pledge. 

Year of Report 

Dec. 31, 1992 

1 

OUTSTANDING PER 
BALANCE SHEET 

(7otal amount outstanding without 
reduction for amounts held by 

resmndent) 

- 

ne 
0. 

- 
1 
2 
3 
4 
5 
6 
7 

9 
IO 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
22 
24 
25 
2E 
21 
2E 
E 
3c 
31 
3: 
3 
3 
35 
36 
37 
38 
39 
40 
41 
42 

a 

- 

r Shares Amount 
(0 

2,361,922 

HEW BY RESPONDEKT 

AS REAWUIRED STOCK 
(Account 217) 

Shares 
(9) 

Pano 951 

IN SINKING AND 
OTHER FUNDS 

Shares 
0) 

e 

Amount 
61 



Name of  Respondent This Report Is: 
(I) a %An Original 

A NATURAL GAS COMPANY, INC. I (2) 0 A Resubmission I 03/3 1 / 98 I Dec. 31, 1997  
CAPITAL STOCK SUBSCRIBED, CAPITAL STOCK LIABILITY FOR CONVERSION, 

PREMIUM ON CAPJTAL STOCK. AND INSTALLMENTS RECEIVED ON CAPITAL STOCK 

Year of Report Date of Report 
(Mo, Da, Yr) 

(Accounts 202 and 205. 203 and 206, 207, 212) 
1. Show for each of the above accounts the amounts 

applying to each class and series of capital stock. 
2. For Account 202, Common Stock Subscribed, and 

Account 205, Preferred Sock Subsctibed, show the subscrip 
tion price and the balance due on each class at the end of 
year. 

3. Describe in a footnote the agreement and transactions 
under which a conversion liability existed under Account 203, 

Common stock Liability for Conversion, or Account 206, 
Preferred Stock Liability for Conversion, at the end of the 
year. 

4. For Premium on Account 207, CEpk?j stock, designate 
with an asterisk any amounts representing the excess of con- 
sideration received over stated values of stocks without par 
value. 

Une 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

I: 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
b l  
42 
43 
4.4 

46 
5 
- 

Name of Account and Description of Item 

A/C 2 0 7  
Premiums Paid on Capital Stock 

AfC 212 
Installments Received on Common Stock 
thru employee Stock Plan 

-0TAL 

Number of Shares 
(bl 

N/A 

N/A 

Amount , 

(cj . 

27,528,243 

58,907 

4 
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Name of Respondent This Regort Is: Date of Report 
(1) An Original (Mo, Da, Yr) 

Year of Report 

. .  
NATURAL GAS COMPANY, INC. I (2) 0 A Resubmission I 03/3 1 / 9 8  I Dec. 31, 1992 

I OTHER PAID-IN CAPITAL (Accounts 208-21 1. inc.) 
Report below the balance at the end of the year and the 

information specified below for the respective other paid-in 
capital accounts. Provide a subheading for each account and 
show a total for the account, as well as total of all accounts 
for reconciliation with balance sheet, page 112. Add more 
columns for any account i f  deemed necessary. Explain 
changes made in any account during the year and give the 
accounting entries effecting such change. 

(a) Donations Received from Stockholders (Account 
208)-State amount and give brief explanation of the origin 
and purpose of each donation. 

(b) Reduction in Par or Stated Value of Capital Stock (Ac- 

capital changes which gave rise to amounts reported under 
this caption including identification with the class and series 
of stock to which related. 

(c) Gain on Resale or Cancellation of Reacquired Capital 
Stock (Account 210)-Report balance at beginning of year, 
credits, debits, and balance at end of year with a designa- 
tion of the nature of each credit and debit identified by the 
class and series of stock to which related. 

(d) Miscellan~us Paidln Capital (Account 21 l)-Classify 
amounts included in this account according to captions 
which, together with brief explanations, disclose the general 
nature of the transactions which gave rise to the reported 

count 209)-State amount and give brief explanation of the amounts. - 
m i  
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
ill 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
?2 
?3 
?4 
?5 
26 
?7 
!8 
!9 
30 
$1 
52 
i3 
M 
L5 
6 

18 
19 

IO 

- 

I7 

- 

- 

Item 
(8) 

.- 

c 

-0ta1 

Amount 
(4 

FERC FORM NO. 2 (ED. 12-86) Paqe 253 



. .  
I(2) 0 'A Resubmission I GAS COMPANY, INC. 

DISCOUNT ON CAPITAL STOCK (Account 213) 
1. Report the balance at end of year of discount on capital 

stock for each class and series of capital stock. 
2. If any change occurred during the year in the balance 

with respect to any class or series of stock, attach a state- 

ment giving particulan (details) of the change. State the 
reason for any chargeoff during the year and speclfy the 
amount charged. 

I 

with respect to any class or series of stock, attach a state- 

Class and Series of Stock Line 

1 
2 Common Stock $1 Par Value 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
74 
15 

No. (4 

18 
19 
20 
21 TOTAL 

tine I Class and Series of Stock 

Balance at 
End of Year 

fb) 

1,917,020 

- 

No. (4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

-~ ~ 

Balance at 

i 

End of Year 
Ib 
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Name of Respondent This Report Is: Date of Repod 
(1) An Original (Mo, Da, Yr) 

I E L T A  NATURAL GAS COMPANY, I N C .  I (2)' 0 A Resubmission I 03/31/98 1 Dec. 31, 19-22 
SECURITIES ISSUED OR ASSUMED AND 

Year of Report 

SECURITIES REFUNDED OR RETIRED DURING THE YEAR 

1. Furnish a supplemental statement giving a brief 
description of security financing and refinancing transactions 
during the year and the accounting for the securities, dis- 
counts, premiums, expenses, and related gains or losses. 
Identify as to Commission authorization numbers and dates. 

2. Furnish particulars (details) showing fully the ac- 
counting for the total principal amount, par value, or stated 
value of each class and series of security issued, assumed, 
retired, or refunded and the accounting for premiums, dis- 
counts, expenses, and gains or losses relating to the 
securities. Set forth the facts of the accounting clearly with 
regard to redemption premiums, unamortized discounts, ex- 
penses, and gains or losses relating to securities retired or 
refunded, including the accounting for such amounts car- 
ried in the respondent's accounts at the date of the refunding 
or refinancing transactions with respect to securities 
previously refunded or retired. 

3. Include in the identification of each class and series 
Of security, as appropriate, the interest or dividend rate, 

nominal date of issuance, maturity date, aggregate principal 
amount, par value or stated value, and number of shares. 
Give also the issuance of redemption price and name of the 
principal underwriting firm through which the security trans- 
actions were consummated. 

4. Where the accounting for amounts relating to 
securities refunded or retired is other than that specified 
in General Instruction 17 of the Uniform System of Ac- 
counts, give references to the Commission authorization 
for the different accounting and state the accounting * 

method. 
5. For securities assumed, give the name of the company 

for which the liability on the securities was assumed as well 
as particulars (details) of the transactions whereby the 
respondent undertook to pay obligations of another com- 
pany. If any unamortized discount, premiums. expenses, and 
gains or losses were taken over onto the respondent's books, 
furnish details of these amounts with amounts relating to 
refunded securities clearly earmarked. 

I 
I 
! -- 
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Name of Respondent . This Report Is:- Date of Report 
(1) 9 An OCiginal (Mo, Da, Yr) 

- 

i n  
No 

- 
1 
2 
a 

4 

6 
E * 

1: 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
!O 
!1 
2 
!3 
!4 
!5 
!6 
!7 
!8 
!9 
10 
11 
12 

E 
15 
16 
17 

18 
- 
- 

Year of Report 

1. Report by balance sheet Account the particulars 
(details) concerning long-term debt included in Accounts 
221. Bonds, 222, Reacquired Bonds, 223, Advances 
from Associated Companies, and 224, Other Long-Term 
Debt. If information to meet the stock exchange r e  
porting requirement outlined in column (a) is available 
from the SEC 10-K Report Form filing, a specific ref- 
erence to the report form 0.e. year and company title) 
may be reported in column (a) provided the fiscal years 
for both the 10-K report and this report are compati- 

ELTA NATURAL, GAS COMPANY, INC 

2. For bonds assumed by the respondent, include in col- 
umn (a) the name of the issuing company as well as a 
description of the bonds. 
3. For advances from Associated Companies, report 

separately advances on notes and advances on open ac- 
counts. Designate demand notes as such. Include in column 
(a) names of associated companies from which advances 
were received. 

4. For receivers’ certificates, show in column (a) the 
name of the court and date of court order under which such 

(2) 0 A Resubmission 03/31/98 Dec. 31, 1997 

ble. certificates were issued. 

Class and Series of Obligation snd 
Name of Stock Exchange 

(4 

Debentures 

Debentures 

Debentures 

Lease Arrangement IBM 

Promissory Note - Canada Mtn. 

Promissory Note - Owingsville Land 

rOTAL 

Nominal 
Date 
of 

Issue 

0 
4/91 

10193 

7/96 

7/95 

11/95 

6/96 

Date 
of 

Maturity 

(a 
4/11 

10123 

7/26 

6/98 

11/01 

1/98 

Outstanding 
(Total amount 
outstanding 

without reduction 
for amounts held 
by respondent) 

0 
10,000,000 

13,325,000 

15,000,000 

33,777 

1 , 400,000 

20 , 000 

d 39,778,777 



Jame of Respondent This Report Is: Date of Report Year of Report 

(1) ,An Original 
A NATURAL GAS COMPANY, INC. (2) 0 A Resubmission 03/31/98  Dec. 31, 1991 

LONG-TERM DEBT (Accounts 221. 222, 223, and 224) (Continued) 

(Mo, Da, Yr) 

5. In a supplemental statement, give explanatory par- 
ticulars (details) for Accounts 2x3 and 224 of net changes 
during the year. With respect to long-term advances, show 
for each company (a) principal advanced during year, (b) in- 
terest added to principal amount, and (c) principal repaid dur- 
ing year. Give Commission authorization numbers and dates. 

6. If the respondent has pledged any of its long-term debt 
securities, give particulars (details) in a footnote, including 
name of the pledgee and purpose of the pledge. 

7. If the respondent has any long-term securities 
which have been nominally issued and are nominally 

outstanding at end of year, describe such securities in a 

8. If interest expense was incurred duilng the year on 
any obligations retired or reacquired before end of year, in- 
clude such interest expense in column (9. Explain in a foot- 
note any difference between the total of column (9 and the 
total of Account 427. interest on LonpTerm Debt and Account 
430, lnferest on Debt to Associefed Companies. 

9. Give particulars (details) concerning any long-term 
debt authorized by a regulatory commission but not yet 
issued. 

. footnote. 

INTER1 

Rate 
(in %I 

9% 

6.625% 

8 . 3 %  

4.72% 

0% 

0% 

.. 

-- 

. FOR YEAR 

Amount 

(0 
900,000 

893 ,033  

1 356 604 

3 , 3 0 2  

3 * 152,939 

HELD BY RESP 

Reacquired 
Bonds 

(A&. 222) 

- 

Page 257 

DENT 

Sinking and 
Other Funds 

Redemp 
tion Price 
Per $100 
at End of 

Year 

(il 

ne 
0. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

IO 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

38 
7 

FERC FORM NO. 2 (ED. 12-89) 



Name of Respondent This Rep& IS: Date of Report 
(1) An Original (Mo, Da, Yr) 
\ I  IELTA NATURAL GAS COMPANY, I N C .  I(2) 0 A Resubmission I 03/31/98 I Dec. 31, 199L 

WNAMORTIZED DEBT EXPENSE, PREMIUM AND DISCOUNT ON LONG-TERM DEBT (Accounts 181, 225, 226) 

Year of Report 

F 
1. Report under separate subheadings for Unamortized 

Debt Expense, Unamortized Premium on Long-Term Debt 
and Unamortized Discount on Long-Term Debt, particulars 
(details) of expense, premium or discount applicable to each 
class and series of long-term debt. 

3. In column (b) show the principal amount of bonds or 
other long-term debt originally bed. 

4. In column (c) show the expense, premium or discount 
with respect to the amount of bonds or other long-term debt 
originally issued. 

2. Show premium amounts by enclosing the figures in 
parentheses. - 

h e  
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

P 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

6 41 

42 
43 
44 - 

Designation of 
Long-Term Debt 

(4 
Debentures 

Debentures 

Debentures 

Tota l s  

-- 

FERC FORM NO. 2 (ED. 12288) 

Principal 
Amount of 

Debt Issued 

A 
10,000,000 

15,000,000 

15,000,000 

40,000,000 

Page 258 

Total Expense. 
Premium or 

Discount 

(C) 

514,176 

1,874,508 

, 689,666 

3,078,350 

AMORTIZATION 
PERIOD 

Date 
From 
0 

4/91 

10/93 

7/96 

Date To 

(el 

4/11 

10/23 

7/26 



Name of despondent- This Report- Is: Date of Report 
(1) [sa A? Original (Mo, Da, Yr) 

Accounts. 

Year of Report 

Balance at 
Beginning of Year 

- 
ine 
do. - 
- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 - 

I 

i 

' DELTA NATURAL GAS COMPANY, INC. 

365,200 

1,669,200 

674,500 

2,708,900 

. .  
e .  

-- 

(2) 0 A Resubmission 03/31/98 Dec. 31, 1997 

Debits During 
Year 

6. Identify separately undisposed amounts applicable to 
issues which were redeemed in prior years. 

7. Explain any debits and credits other than arnortiza- 
tion debited to Account 428, Amortization of Debt Discount 
and Expense, or credited to Account 429, Amortization of 

* Premium on Debr-Cfedit. 

Credits During 
Year 

Ih) 

26,400 

62,400 

22,800 

11 1,600 

FERC FORM NO. 2 (ED. 12-86) Page 259 

Balance at 
End of Year 

(0 

i- 

338,800 

1,606,800 

651,700 

2,597,300 

- 

. .  



Name of Respondent - .This Report Is: - Date of Report Year of Report 
(I) ITa An Original (Mo, Da, Yr) 

i I Dec. 31,1997 03/31 /98 
UNAMORTIZED LOSS AND GAIN ON REACQUIRED DEBT (Accounts 189,257) 

1. Report under separate subheadings for Unamortized 
Loss and unamortized Gain on Reacquired Debt, particulars 
(details) of gain and loss, including maturity date, on reac- 
quisition applicable to each class and series of long-term 
debt. If gain or loss resulted from a refunding transaction, 
include also the maturity date of the new issue. 

2. In column (c) show the principal amount of bonds or 
other long-term debt reacquired. 
3. In column (d) show the net gain or net loss realized 

on each debt reacquisition as computed in accordance with 
General Instruction 17 of the Uniform Systems of Accounts. 

4. Show loss amounts by enclosing the figures in paren- 
theses. 

5. Explain in a footnote any debits and credits other than 
amortization debited to Account 428.1, Amortization of Loss 
on Reacquired Debt, or credited to Account 429.1, Amortiza- 
tion of Gain on Reacquired Debt-Credit. 

- 
tine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

iil 13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

il 
39 
10 

Designation of Long-Term 
Debt 

(a) 

.. 

_- 

Date 
Reac- 
quired 

(bl 

Principal 
of Debt 

Reacquired 
(4 

Net Gain or 
Net Loss 

(4 

Balance at 
Beginning 

of Year 
fel 

Balance at 
End of Year 

(0 

Page 260 



Name of Respondent This Report Is> Date of Report Year of Report 

ELTA NATURAL GAS COMPANY, I N C .  03/31/98 Dec. 31. 19% 
(I) An Original (Mo, Da, Yr) 

(2) 0 A Resubmission 
RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME 

FOR FEDERAL INCOME TAXES 

1. Report the reconciliation of reported net income for 
the year with taxable income used in computing Federal in- 
come tax accruals and show computation of such tax ac- 
cruals. Include in the reconciliation, as far as practicable, 
the same detail as furnished on Schedule M-1 of the tax 
return for the year. Submit a reconciliation even though there 
is no taxable income for the year. Indicate clearly the nature 

2. If the utility is a member of a group which files con- 
solidated Federal tax return, reconcile reported net income 
with taxable net income as if a separate return were to be 
filed, indicating, however, intercompany amounts to be 
eliminated in such a consolidated return. State names of 
group members, tax assigned to each group member, and 
basis of allocation, assignment, or sharing of the con- 

E 1 1c 
11 
l i  
1: 

1 17 
1E 
IS 
2c 
27 
22 
23 
24 
25 
26 

33 
34 
35 
36 I 37 p I 43 42 

44 

each reconciling amount. solidated tax among the group members. 
Particulars (Details) Amount 

(a) (4 

Net Income for t 

Deductions Recorded on Books Not Deducted for Return 

Federal Tax Net Income 
Show Computation of Tax: 

Delta's f i s c a l  year ends June 30. 
periods, i n  accordance wi th  APB#28, Delta estimates 
an e f f e c t i v e  t ax  rate which i s  used t o  r eco rd  t o t a l  
_-. tax expense. Therefore, some d e t a i l  above i s  t h a t  
as r e f l ec t ed  on Delta's r e t u r n  f o r  f i s c a l  yea r  end. 
Delta does a t  Dec. 31, f o r ' b a l a n c e  s h e e t  purposes, 
estimates deferred. taxes f o r  a c c e l e r a t e d  deprec ia t ion .  

For i n t e r i m  

1.486.221 
505,3 15 
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Name of Respondent - This Report IS: - Date of Report 
. (I) El An Original (Mo, Da, Yr) 

3-31-97 . DELTA NATURAL GAS COMPANY, I N C .  (2) 0 A Resubmission 

tine 
No. 

Year of Report 

Dec. 31, 19- 98 

Kind of Tax 
(See Instruction 5) Taxes Accrued 

(Account 236) 

(DR AMT)@) 

220,711 
9,840 

18,501 

(450,020) 
(393,885) 

- .  

Sales, Utility and Franchise 
Mineral Severance 
P a y r o l l  
License 
State  Income 
Federal Income 
Proper ty  

Prepaid Taxes 
(Incl. in Account 165) 

(c) 

14 
15 
16 
17 
18 

BALANCE AT BEGINNING OF YEAR 

.. 

TOTAL 

Gas 
(Account 408.1, 

409.1) 

( 2 4 1 3 1  ' I 

Other Utility 
Departments 

(Account 408.1, 
409.1) 

I DISTRIBUTION OF TAXES CHARGED (Show ufi/ity department where applicable and account charged.) 

15 
16 
17 
18 

Electric 
(Account 408.1, 

409.1) 

(0 

.ine 
NO. 

TOTAL 

495 , 308 
6,029 

(31,740) 
491,915 
650,490 

1.612.002 

- .  

Other income 
and Deductions 
(Account 4082, 

409.2) 
(4 

- 

3,400 
13 , 400 

4 
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Name of 'Respondent . This Report 1% Date of Report 
(1) a An Original (Mo, Da, Yr) 

DELTA NATURAL GAS COMPANY, I N d ( 2 )  A Resubmission I 3-31-98 I Dec. 31, 1998 
TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued) 

Year of Report 

that the total tax for each State and subdivision can readily 
be ascertained. 

5. If any tax (exclude Federal and state income taxes) 
covers more than one year, show the required information 
separately for each tax year, identtfying the year in column (a). 

6. Enter all adjustments of the accrued and prepaid tax 
accounts in colummn (9 and explain each adjustment in a 
footnote. Designate debit adjustments by parentheses. 

7. Do not include on this page entries with respect to 

deductions or otherwise pending transmittal of such taxes 
to the taxing authority. 

8. Show in columns (i) thru (p) how the taxed accounts 
were distributed. Show both the utility department and 
number of account charged. For taxes charged to utility 
plant, show the number of the appropriate balance sheet 
plant account or subaccount. 

9. For any tax apportioned to more than one utility depart- 
ment or account, state in a footnote the basis (neces- 

deferred income taxes or taxescollected through payroll sity) of apportioning such tax. 

Taxes 

During Year 
Charged . 

DR AMT) f@ 

1,983,269 
58,469 

495,308 
6 , 029 

(28,340)  
505,315 
650 , 490 

(1) Reclass Defc 
(2) Refund 
(3) Pr imar i ly  AF 

3,670,540 . 

5 - 

Taxes Paid 
During 
Year 

f a  

1,835,758 
63 , 859 

494 , 460 
6,029 

33 
536,600 
338,634 

S 

l i c a b l e  to Subs 

3,275,373 

Adjust- 
ments 

(DR AMI@ 

347.574 

BALANCE AT END OF YEAR 

Taxes Accrued 
(Account 236) 

(DR AMT)fuJ 

368,222 
4,450 

19,349 
- 

(279,244)  
(276,745) 
665,486 

501.518 

Prepaid Taxes 
(Incl. in 

Account 165) 
fh) 

FERC FORM NO. 2 (ED. 12-89) 

-in€ 
No. 

- 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

a 

- 

DISTRIBUTION OF TAXES CHARGED (Show utiiity department where appricable and account charged.) 

Extraordinary Other Utility 
Items Opn. Income 

(Account 409.3) (Account 408.1, 
409.1) 

-- 

Adjustment to 
Ret. Earnings 
(Account 439) 

(0) 

Page 263 

Other 

1,983,269 
58,469 

2,041,738 

i n e  
No. 

7 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

18 
7 

- 



I 

Name of Respondent This Repon Is: - Date of Report Year of  Report 

DELTA NATURAL GAS COMPANY, I N C  @ An Original (Mo, Da, Yr) 

I. Prepare this page regardless of the method of account- 
ing adopted for the investment tax credits. By footnote state 
the method of accounting adopted, and whether the com- 
pany has consented or is required by another Commission 
to pass the tax credits on to customers. 

2. As indicated in column (a), show each year's activities 
from 1962 through the year covered by this report. identify- 
ing the data by the indicated percentages. 
3. Report in columns (b) and (e) the amount of invest- 

rnent tax credits generated from properties acquired for use 
in utility operations. Report in columns (c) and (9 the amount 
of such generated credits utilized in computing the annual 
income taxes. Also explain by footnote any adjustments to 

columns (b) through (9 such as corrections, etC., or carryback 
of unused credits. Such adjustments should be carried back 
or forward to the applicable years. 

4. Report in column (d), the weighted-average useful life 
of all properties used in computing the investment tax credits 
in column (b). Also, show in this column for the year 1971 
and thereaner, the option exercised [(l) rate base treatment. 
(2) ratable flow through, or (3) flow through] for rate purposes 
in accordance with section 46(f) of the Internal Revenue 
Code. 

5. Show by footnote (page 551, Footnotes) any unused 
credits available at end of each year for carrying forward as 
a reduction of taxes in subsequent years. 

I I I I I 
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Name of 'Respondent . This Report 14: Date of Report 
(1) Ell An Original (Mo, Da, Yr) 

Year of Report 

that the total tax for each State and subdivision can readily 
be ascertained. 

5. If any tax (exclude Federal and state income taxes) 
covers mom than one year, show the required infomation 
separately for eech hsx year, identifying the year in column (a). 

6. Enter all adjustments of the accrued and prepaid tax 
accounts in colummn (9 and explain each adjustment in a 
footnote. Designate debit adjustments by parentheses. 

7. Do not include on this DaQe entries with respect to 

DELTA NATURAL GAS COMPANY, INC;(2) 0 A Resubmission 

deductions or otherwise pending transmittal Of such taxes 
to the taxing authority. 

8. Show in columns (i) thru (p) how the taxed accounts 
were distributed. Show both the utility department and 
number of account charged. For taxes charged to utility 
plant, show the number of the .appropriate balance sheet 
plant account or subaccount. 

9. For any tax apportioned to more than one utility depart- 
ment or account, state in a footnote the basis (neces- 

3-31-98 Dec. 31, 1998 

deferred income taxes or taxes-collected through payroll sity) of apportioning such tax. 

Taxes 

During Year 
Charged . 

DR AMT) (4 

1,983,269 
58,469 

495 , 308 
6 , 029 

(28,340) 
505 315 
650,490 

(1) Reclass Defe 
( 2 )  Refund 
( 3 )  Primarily Ap 

3,670,540 ' .  

Taxes Paid 
During 
Year 

Adjust- 
ments 

(el 
I 

1,835,758 
63 , 859 

494 , 460 
6 , 029 

33 
536,600 
338,634 

S 

Licable t o  Subs 

3,275,373 I 347 , 574 

BALANCE AT END OF YEAR 

Taxes Accrued 
(Account 236) 

(DR AMT)&) 

368,222 
4,450 

19 , 349 - 

(279 , 244) 
(276,745) 
665,486 

501,518 ' . 

Prepaid Taxes 
(Incl. in 

Account 165) 
N 

- 

.ine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
- 
- 

DISTRIBUTION OF TAXES CHARGED (show utiiiw department where applicabe and ecmunr charged.) 
Extraordinary 

Items 
(Account 409.3) 

Other Utility 
Opn. income 

(Account 408.1, 
409.1 ) 

_- 

FERC FORM NO. 2 (ED. 12-89) 

Adjustment to 
Ret. Earnings 
(Account 439) 

(0) 

Page 263 

-~ . .  

Other 

(P) 

1,983,269 
58 469 

2,041,738 

- 
tine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

18 
- 
- 



- 
Name of Respondent This Report Is: - Date of Report Year of Report 

(Mo, Da, V i )  DELTA NATURAL GAS COMPANY, INC (l) An Original 
(2) 0 A Resubmission 3- 31-9 7 Dec. 31, 19-98 

INVESTMENT TAX CREDITS GENERATED AND UTILIZED 

1. Prepare this page regardless of the method of account- 
ing adopted for the investment tax credits. By footnote state 
the method of accounting adopted, and whether the com- 
Dany has consented or is required by another Commission 

columns (b) through (9 such as corrections, etc., or carryback 
of unused credits. Such adjustments should be carried back 
or forward to the applicable years. 

4. Report in column (d), the weighted-average useful life 
to pass the tax credits on to customers. 

2. As indicated in column (a), show each year's activities 
from 1962 through the year covered by this report, identify- 
ing the data by the indicated percentages. 

3. Report in columns (b) and (e) the amount of invest- 
ment tax credits generated from properties acquired for use 
in utility operations. Report in columns (c) and (9 the amount 
of such generated credits utilized in computing the annual 
income taxes. Also explain by footnote any adjustments to 

I 1 Gas 

of all properties used in computing the investment tax credits 
in column (b). Also, show in this column for the year 1971 
and thereatter, the option exercised [(l) rate base treatment, 
(2) ratable flow through, or (3) flow through] for rate purposes 
in accordance with section 46(9 of the Internal Revenue 
Code. 

5. Show by footnote (page 551, Footnotes) any unused 
credits available at end of each year for carrying forward as 
a reduction of taxes in subsequent years. 

! Other Departments or Operations 

Generated Utilized Weighted Average I Life of Property Utilized I Generated 

I 

50,115 50,115 I 

FERC FORM NO. 2 (ED. 12-88) Page 264 



N a m e  of Responden t  This Report Is: Date  of Report 
DELTA NATURAL GAS COMPANY,. INCm(1) @ An Original (Mo, Da, Yr) 

Year  of Repon 

I I Generated 1 Utilized Weighted Average 
0 

8% 178 400 178.400 
47 10% 
48 11 o/o 
AQ I 

I(2) 0 A Resubmission I 3-31-38 1 Dec. 37. 1 9 3 %  
INVESTMENT TAX CREDITS GENERATED AND UTILIZED (Continued) 

. 

I I I GaS Other Departments or Operations 
I I I 

52 3% I I 
53 4% 
54 6% I 
55 7% _ -  . .- 

56 I 8% I 777 71113 
57 I 10% I 

J 

7 7 7 . 7 ~ 1  I 
I 

&4 

66 
65 

6% I I I 

- 8'ii 251.300 I 251.300 I I 
7% .. 

FERC FORM NO. 2 (ED. 12-89) Page 265 

73 
74 
75 
76 
77 

4% I I 
7% I L. 

6% 

8% 55.300 55,300 
10% 



Name of Respondent - This Report Is: - Date of Report Year of Report 

DELTA NATURAL GAS C O M P m ,  (2) 0 A Resubmission 3-31-9’8 Dec. 31, 1937 
(1) a An Origina! (Mo, Da, Yr) 

ACCUMULATED DEFERRED INVESTMENT TAX CREDITS (Account 255) 

part below information applicable to Account 255. 
Where appropriate, segregate the balances and tmmacbo * n s  
by utility and nonutilii operations. Explain by footnote any 

correction adjustments to the account balance shown in col- 
umn @). lndude in column 0 the average period over which 
the tax credit! 

UIW 
No. 

Account 
Subdivisions 

~I la) . .  
1 Gas Utility 
2 3% 

3 
1 4  ~5 

7 6 1  
4% 
7% 

, 10% 

TOTAL 
9 I Other (Ust separately 

- 
10 
11 
12 
13 
14 
15 

and show 3%,4%, 
?%, 10% and TOTAL) 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

7 46 

47 
48 

Balanceat ‘ 

Beginning 
of Year 

Deferred 
. . for Year 

Account 

. 743,.900 

FERC FORM NO. 2 (ED. 12-88) 

Amount 

. ._. 

Page 266 

ire amortired. 
Allocations to ’ ’ 

Current Year‘s Income Adjustments 
ccount 
No. 

h 

- 
411 

Amount I 

i- 



Name 'of Respondent 

DELTA NATURAL GAS COMPANY,  INC. 
I 

ACCUMULATED DEFERRED 

-a 

4 

Year of Report This Report Is: I Date of Report 
(1) a An Original (Mo, Da, Yr) 0 ,-* 

Dec. 31, 199.7 (2) 0 A Resubmission 
NVESTMENT TAX CREDITS (Account 255) (Continued) 

3-31-9 s !- 7' 

Dec. 31. 199.7 

' I '  
I .~ 

. I  

NVESTMENT TAX CREDITS (Account 255) (Continued) 

I Adjustment Explanation 
Balance at 

End 
of Year 

Ih I 

Average Period 
of Allocation 
to Income . 

I n 

. .  

-- 

c 

ne 
0. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
- 

- 
IO 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
32 
34 
35 
3E 
37 
3€ 
35 
4c 
41 
42 

4 
4: 
4f 
4; 
a 

28 

- 
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Name of Respondent - This Report Is: Date of Report 
(1) An Originar (Mo, Da, Yr) 

Year of Report 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

i 17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

1 - 
43 

DELTA NATURAL GAS COMJ?ANY.INCf 

Miscellaneous 

Accrued Medical'- S e l f  Insured 

Accrued Vacation & Annual Leave 

2) 0 A Resubmission 3-3 1- 9 .a Dec. 31, 1997 

.. 

-ine 
No. 

-- 

Item 

(4 

TOTAL 

FERC FORM NO. 2 (ED. 12-86) Page 268 

Balance at 
End of Year 

84,217 

126,000 

516,032 

- 

726,249 1 

. . .. 



Name *of Respondent ThisBeport IS: Date of Report 
(1) An Original (Mo, Da, Yr) 
' f ,ELTA NATUEtAL GAS COWANY, INC. I(2) 0 A Resubmission I 3-31-98 I Dec. 31, 199. 

OTHER DEFERRED CREDUS (Account 253) 

Year of Report 

1. Report below the particulars (details) called for con- 

2 For any deferred credit being amortized, show the 

3. Minor items (less than $1 00,OOO) may be grouped by 

cerning other deferred credits. 

period of amort'tation. 

classes. 
- 
.ine 
rl0. 

1 
2 
3. 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
79 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
4* 
42 
43 
44 
45 
46 

47 

- 

Description of Other 
Deferred Credits 

(4 

Purchase gas cost 
refunds 

Refund to cu rs 
via GCR filings 

Kefunds received plus 
interest-net of 
refunds transferred 
per.. GCR filings 

TOTAL 

Balance at 
Beginning 
of Year 

82,060 

4. For any undelivered gas obligations to customers 
under takwr-pay clauses of sale agreements, show the total 
amount on this page and report particulars (details) called 
for by page 267. Show also on this page, but as a separate item, 
any advance billings or receipts for gas sales or service classified 
in Account 253 but not related to takeor-pay arrangements. 

DEBITS 
Contra 
iccount 
(4 

803 

82 060 

Amount 
fcrl 

247 175 

c 

Credits 
/el 

626 262 

-_ 

Balance at 
End of Year 

461 147 
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4 

4 

4 

Name-of Respondent This Report Is: 
(I)  a. An Original 

Date of Report 
(Mo, Da, Yr) 

Year of Report 

. .  
DELTA NATURAL GAS COMPANY, INC.  I (2) c) ' A Resubmission I 3-31-98 I Dec. 31, 19sa 

UNDELIVERED GAS OBLIGATIONS UNDER SALES AGREEMENTS 
1. Report below the information called for concern- 

of gas sale agreements. If  any of the obligations are in- 
cluded in an account otherthan 253, OtherDefemdCredirs, 
show the account in which included and on page 266 
of this report show the aggregate dollar amount with nota- 
tion that details are reported on this page. Explain why 

any take or pay obligations were not included in Account =. 
2 If any obligation at the beginning of year (or which 

arose during the 'year) was cancelled, forfeited by the 
customer, or applied to another purpose, state in a footnote 
gas volume and dollar amount, period when such obligation 
arose, accounting entries, and give a concise explanation 

ing obligations to customers under take or pay clauses 

- 

Line 
No. 

- 
1 
2 
3 
4 
5 

. 6  
7 

9 
10 
11 
12 
13 
11 4 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

a 

It: 
43 
44 
45 - 
46 

Name of Customer 
(Designate associated companies with an asterisk) 

.. 
r .  

-- 

TOTAL 

FERC FORM NO. 2 (ED. 12-86) Page 270 

Responc 
ent's 
FERC 
Rate 

ScheduL 
No. 

(4 

&@$.$.~ 
y. .., 

BALANCE AT BEGINNING OF YEAR 

Mcf 
(14.73 
psia 

at 60°F) 

(c) 

Amount 



Name of Respondent This Report Is: Date of Report Year of Report 

(1) m, An Original 
DELTA NATURAL GAS COMPANY,  INC. (2) [3 A Resubmission 3-31-98 .Dee. 31. 1 9 9 %  

(Mo, Da, Yr) 

ent chooses to make). 

BALANCE AT END OF YEAR 

M d  
(14.73 
psia 

at 604) 
(e) 

Amount 

(0 

Md 
(14.73 
psia 

at 60°F) 
(h) 

Make-up 
Percent Period ' 

of Year's 
Required 
Delivery 

0 

Expiration 
Date 

61 

c 

FERC FORM NO. 2 (ED. 12-89) Page 271 

10 
). 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
0 
1 
2 
3 
4 

E 
7 

i €  
15 
!C 
!1 
z 
2 
3 
2: 
3 
z 
21 
2! 
3( 
3' 
3: 
3: 
3 
3 
31 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 

z: 

- 
- 



Name of Respondent - This Report k: 

DELTA NATURAL GAS COMPANY, I N C .  
(1) An,Original 

(2) 0 A Resubmission 

~~ 

51 Other I I I 
SI 

Date of Report Year of Report 
(Mo, Da, Yr) 

3-31-98 '. Dec. 31, 1 9 g  

.. ., NOTES 

-- 

FERC FORM NO. 2 (ED. 12-89) Page 272 



Name of Respondent This Repart IS: Date of Report Year of Report 
(1) An Original 

I .  

(Mo, Da, Yr)  
EL'U, NATUKAL GAS COMPANY, INC. (2) A Resubmission 3-31-9B Dec. 31. 1 9 3  

ACCUMULATED DEFERRED INCOME TAXES-ACCELERATED AMORTIZATION PROPERTY (Account 281 1 (Continued) 

income and deductions. 
3. Use separate pages as required. 

CHANGES DURING YEAR ADJUSTMENTS 

Line Amounts Amounts 
Debited to Credited lo Account Amount Account Amount End of Year No. 

Balance at 
DEBITS CREDITS 

Debited Account 41 0 2  Account 4112 Credited 

I I I 

4 
5 
6 

I 1 I 1 1 I 1 -  

1 I 1 -  1 

I 10 
11 
12 
13 

I 14 
I I 15 

I 1 I 

I 7 I 19 

. .  I I 21 
20 

NOTES (Continued) 



Name of Respondent - This Report 4s: 
( I )  a An Original 

Date of Report 
(Mo, Da, Yr) 

Year of Report 

PROPERTY (Account 282) 

Account Subdivisions 

FERC FORM NO. 2 (ED. 12-89) Page 274 



Name of Respondent - 

DELTA coMpm, IN'. 

3. Use separate pages as required. 

This Repoa Is: Date of Report Year of Report 
(1) I$ 4n Original (Mo, Da, Yr) 

Dec. 31, 1 9 2  (2) 0 AResubmission 3-31-98 

CHANGES DURING YEAR ADJUSTMENTS 
DEBITS CREDITS 

Line 
Amount Account Amount End of Year No. 

Balance at Amounts Amounts 
Debited to Crediied to Account 

Account 41 0.2 Account 4112 Crediied Debited 
(0 ' (9) R 

I I I -3 

I I I 5 
I 6 

~ 

4 

10 

11 

I I I 1 I 1 

.. 
e. 

NOTES (Continued) 

c 

-- 

"I 

I 
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Name of Respondent - This Report ls :  Date of Report 
(I) &j An Original (Mo, Da, Yr) 

1 I I "  
1 1. I 

Year of Report 

' -  I 

LTA NATURAL GAS COMPANY, I N C ,  (2) 0 A Resubmission 

NOTES 

3-31-98 Dec. 31, 1 9 3 7  

(DEBIT BALANCE) 

FERC FORM NO. 2 (ED. 12-89) Page 276 



Name of Respondent . This Report Is7 Date of Report 

DELTA NATURAL GAS COMPANY 
(1) An Original 
(2) 0 AResubmission 3-31-9 8 

(Mo, Da, Yr) 

(DEBIT BALANCE) 

Year of Report 

9 7  Dec. 31. 19- 



Name of Respondent- This Report IS: - Date of Report 

IELTA NATURAL GAS C O ~ ~ ,  INC.  (2) 0 A Resubmission 3-31-98 
(1) FI ~n Original (Mo, Da, Yr) 

- 

Lint 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

[: 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

K 
39 
40 
41 
- 
- 

Year of Report 

Dec. 31, 1 9 2 7  

Desui tion and Purpose of 
Other gegulatory Liabilities 

(4 

3 

Regulatory Liabil i ty  as  a result  
of Income Tax Differences 

Regulatory Liabil i ty  on 
unamortized ITC 

_- 

TOTAL 

FERC FORM NO. 2 (ED. 12-94) 

Account 
Credited 

(4 

410 . 

411 

DEBITS 

Amount 

(4 

1,725 

45 , 800 

Page 278 

Credits 

(dl 

c 

Balance at 
End of Year 

428,975 

438 , 700 

Next page is 300 
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h'ame of Respondent This Repor? is: Date of Repon 

DELTA NATURAL GAS COMPANY,  INC. 
(1) a An Original (!do, Da, Yr) 

-. - ~ r -  I ~~ 

2. Natural gas means either natural gas unmixed or any 
mixture of natural and manufactured gas. 

3. Report number of customers, columns (9 and (9). on 
the basis of meters, in addition to the number of fiat rate ac- 

of each month. 
4. Report quantities of 

at SOOF).  If  billings are on 
tents of the gas sold and 

5. If increases or decreases 

Title of Accounr 

.. . 

FERC FORM NO. 2 (ED. 12-86) Page 300 

Year of Report 

Dec. 31. 1 9 2  Y (2) C; A Resubmission 3-31-9 :8 



I This Reporl Is: Date of Report Year of Report I Name of Respondent 

.: 
( I )  !B An Original (Mo, Da. Yr) 

3-31- 98 . Dec. 31, 1 9 2 ~  
DELTA NATUKAL GAS CO~PAEFY, INC. 

A 
GAS OPERATING REVENUES (ACCOUNT 400) (Continued) 

reported figures, explain any  inconsistencies in a foot- 
note- 

per day of normal requirements. (see Account 481 of the 
Uniform System of Accounts. Explain basis of classification - .-- 

6. Commemal and Industrial Sales, Account 481, may be 
classified according to the basis of classification (Small or 
Commercial, and Large of Industrial) regularfy used by the 
respondent if such basis of classification is not generally 
greater than 200,000 Mcf per year or approximately 800 Mcf 

in a footnote.) 
7. See pages 108109, Important Changes During Year, 

for important new territory added and important rate increases 
or decreases. 

Number for Year 

4 119 027 

289,138 

4,408,165 

I I 4,660,654 36 , 662 35,076 1 8  
1 i9 

, 4.408.165 

28 - 
29 - 
30 
31 
32 
33 

36 - 662 
NOTES 

1 I -  

35,076 110 
11 
12 
13 
14 
15 
16 
17 
18 

. 19 
20 
21 
22 
23 
24 
25 
26 
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- 
ine 
lo. 

1 
2 
3 
4 
5 
6 
7 
0 
9 
IO 
11 
12 
13 
14 
15 
16 
17 
18 

- 

lame of Respondenf . This Report IS: - Date of Report 
(1) gI1 An Original (Mo, Da, Yr) 

Year of Repor 

9 7  
ELTA NATURAL GAS COWANY, INC. 

c 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
30 
39 
40 
41 
42 
43 i 
47 
4€ 
4E - 

(2) 0 A Resubmission 3-31-9 8 Dec. 31. 19- 

.. 

Total Residential, Commercial and Industrial 
Name of State Operating Revenues Mcf (14.73 psia at 60°F) 

notal of (d). (9 and (h)) Crotal of (e). , .  (s) and 0) 

--. 

Residential 

Operating Revenues 
/dl 

FERC FORM NO. 2 (ED. 12-88) 

la 1 I '  (b) 1 (C) 1 

Page 302 

1 "I 



2. Provide totals for sales within each State. 
3. Natural gas means either natural gas unmixed, or any 

m'hture of natural and manufactured gas. State in a footnote 

the components of mixed gas, i.e., whether natural ai." ".. 
refinery gases, natural and coke Oven gases, etc., and specify 
the approximate percentage of natural gas in the mixture. 

Residential (Continued) 

Md (14.73 psia at 60°F) 
(e) 

b 

D 

Cornn 

Operating Revenues 

0 

FERC FORM NO. 2 (ED. 12-88) 

ial I 

d (14.M psia at 60°F) 

Industrial 

Operating Revenues 
(h) 

' 

c 

=f (14.73 psia at 60°F) 
(i) 

- 
ie 
9. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
0 
1 
2 
3 
4 
5 
,6 
17 
18 
19 
?O 
21 
22 
23 
24 
25 
33 
27 
28 
29 
30 
31 
32 
32 
34 
35 
3E 
37 
3€ 
35 
4c 
41 
4; 
a 
4 
4! 
4f 
4; 
41 
4! - 
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Name of Respondent . This Report Is: - 
7 .'An Original 

)ate of Report 
IMo, Da, Yr) 

FERC FORN 

Year of Report 

Total (fo 
nearest 
dollar) 

(9) 

_. -.. 

Portion Due to 
Adjustments) 

(ltemfze) 

0 

SO. 2 (ED. 12-89) 

lesu bmission 
RIAL SALES OF NA' 

Cents per Mcf 
(fo neare: 
Total 

Page 309 

hundredth) 
Portion Due lo 
Adjustments 

) 

3-31-j 
lRAL GE 

PEAK D, 

Date 
(Noncoin.) 

0 

I Dec. 31, 1997. - 
(Continued) 
DELIVERY TO CUSTOMERS 

~ c f  (14.73 psia at 60°R 

Noncoincidental 

m 

c 

Coincidenta 

0 

- 
Line 
No. 

- 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 

79 
30 
31 
32 
53 
94 
35 
36 
37 
30 
39 
30 

78 

- 



c Name of Respondent This Report Is: Date of Report 

(1) [x1 An Original (Mo, Da, Yr) 

I. Report particulars (details) concerning sales of natural 
gas during the year to other gas utilities and to pipeline com- 
panies for resale. Sales to each customer should be sub- 
divided by service classifications, identified in column (c) 
where applicable, by rate schedule designation contained 
in the company’s tariff. 

2 Natural gas means either natural gas unmixed, or any 
rnixure of natural and manufactured gas. 
3. In either column a or b, provide separate subheadings 

and totals for each State in addition to a grand total for all 
sales to other gas utilities. 

4. Enter in column b, point of delivery, the name of city 
or town and State, and such other designation necessary 
to enable identification on maps of respondent’s pipeline 
system. 

Year of Report 

- 
h e  
NO. 

I 

1 
2 
3 

d 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

k! 35 

36 
37 
38 
39 

TA “ML GAS c o ~ ~ ,  INZf2) A ResubmiSsiofl 

Name of Other Gas Utility 
(Designate ssswated companies 

with an asterisk) 

3-31-98 Dec. 37. 19% 

-- 

J 

Revenue 
for 

Year 
(See ins@. 5) 

(el 

5. Designate with an asterisk and footnote any sales 
which are other than firm sales, Le., sales for storage, etc. 

6. Monthly billing demands, as used in column (g), are 
the number of Md in the respective months actually used 
in computing the demand portion of the customer’s bills; 
such quantity of Mcf is multiplied by the demand portion of 
the tariff rate. Report in column (9) the sum of the monthly 
billing demands for the number of months the customer 
received service or was subject to demand changes. 

7. Where consolidated bills for more than one point of 
delivery are rendered under a FERC rate schedule, indicate 
the several points of delivery in column (b) and report the 
remainder of the columns on 8 consolidated basis cor- 
respondng to the billing. Where, however, consolidated bills 
for more than one point of delivery are not rendered under a 

Point of Delivery 
(City, Town or State) 

FEAC 
Fariff Rate 
Schedule 
ksignatior 

(4 

Mcf of Gas Sold 
(Approx. Btu 
per Cu. F!.) 

f9 

. .. 
?. 

i /  



. .  
This Report Is: 
( I )  D An Original 

Date of Report  
(Mo, Da, Yr) 

lame of Respondent 

Average 
Revenue 
p e r  Md 

(In cenk) 

(9 

Year of Report 

Sum of 
Monthly Billing 

Demands 
Mcf 

(9) 

(2) 0 A Resubmission Dec. 31, 19- 

Date 

(h) 

Peak Day Delivery to Customers 

M d  
-~ 

Noncoin- 
cidental 

0 
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Coin- 
cidental 

69 

- 
ne 
lo. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

19 
2c 
21 
2z 
23 
24 
E 
2E 
27 
2E 
25 
3c 
31 
3; 
x 
5 
3! 
3( 
3; 
31 
3! 

i a  

- 



J a m e  of Responden t  . This Report IS: - Date of Report 
(Mo, Da, Yr) (I) 0 An Original 

Year of Report 

Name of Company and Description of Service Performed 
(Designate associated companies with an asterisk) 

(2) 0 A Resubmission Dec. 31, 19- 

w 

REVENUE FROM TRANSPORTATION OF G A S  OF OTHERS-NATURAL G A S  (Account 489) 1 +... 
1. Report below particulars (details) concerning revenue 

from transportation or compression (by respondent) of 
natural gas for others. Subdivide revenue between transpor- 
tation or compression for interstate pipeline companies and 
others. 
2. Natural gas  means either natural gas unmixed, or any 

mixture of natural and manufactured gas. Designate with an 

asterisk, however, if gas transported or compressed is other :: 
than natural gas. 
3. In column (a) include the names of companies from 

which revenues were derived, points of receipt and delivery, 
and names of companies from which gas was received and 
to which delivered. Also specify the Commission order or 
regulation authorizing such transaction. 

, 

Southern G a s  
AKS Energy 
Wiser Marketing 6 O i l  Company 
Miller Petroleum 
Equitable Resources Exploration 
Delgasco, Inc. 
Delta Resources 
Cooper T i r e  
Walker Company 
Hayes Lemmerz 
Alcan Ingot - 
American Tape 
Donaldson Company 
Lexington Quarry 
F i r e s  tone Ind. 
Baptist, Regional Hospital  

- 
j n e  
q0. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 

i 15 

-- 

. . .-- 

Distance 
Transported 

(In miles) 
m 

. .  
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Name of Respondent This Report IS: Date of Report , Year of Report i 

(1) 0 An Original (Mo, Da, Yr) . .  I (2) 0 A Resubmission I I Dec. 31, 19- 
REVENUE FROM TRANSPORTATION OF GAS OF OTHERS-NATURAL GAS (Account 489) (Continued) 

4. Designate points of receipt and delivery so that they 
can be identified on map of the respondent’s pipe line 
system. 

5 Enter Mcf at 14.73 psia at 60°F. 
6. Minor items (less than 1.o00,OOO mcf) may be 

. “Note: For transportation provided under Part 284 of Title 
18 of the Code of Federal Regulations, report only grand 
totals for all transportation in columns (b) through (9) for the 
following regulation sections to be listed in column (a): 
§284.102, 284.1 22, 284.222, 284.223(a), 284.223(b) and 
284.224. Details for each transportation are reported in 

1 
I 

i 
separate annual reports required under Part 284 of the Com- 
mission’s regulations.” i grouped. 

M d  of Gas 
Received 

-- 

Mcf of Gas 
Delivered 

1,202,195 (1) 
230,054 (1) 
224,356 (3.) 
17,303 (1) 
1,572 (1) 
9,929 

2,196,233 
54,826 
7,589 

23,842 
866,158 
45,241 
4,044 

50,386 
5,418 

40,294 

4,979,440 

Revenue 

/e 1 

312,571 
59,814 
‘58,333 
4,499 

393 
2,581 

3,108,243 

14 , 751 
37,839 

212,154 
98,770 
5,842 

65,353 
7,461 

. 75,224. 

59., 785 

4,123,614 . 

~ 

4verage Revenue 
per Mcf of Gas 

Delivered 
(in cents) 

(0 

FERC 
Tariff Rate 
Schedule 

Designation 

fa) 

h e  
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
- 
- 
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Name of Respondent This Report Is: Date of Report 

DELTA NATURAL GAS c*mANy' IN'- (2) 0 AResubmission 03/31/98 

(I) An-Original (Mo, Da, Yr) 

- 

Une 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

1; 
16 
17 - 

Year of Report 

Dec. 31, 193 

sale. 

Amount of Sales 
(In dollars) 

(9 

Name of Purchaser 
(Dedgnate essodeted companies 

with an asterisk) 

Sales 
Amount 

per 
Gallon 

(In cents) 
(d + c) 

(e) 

Name of Product 

@I 

REVENUES FROM NATURAL GAS PROC 
1. Remrt particulars (details) concerning royalties and 

at the time the applicable sales contracts were made. 

Quantity 
(In gallons) 

SSED BY OTHERS (Account 491) 

2. I f  the respondent's natural gas is processed by others 
other revenu&'cierived from p e k i i o n  granted to others 
for (he right to remove products from the respondent's 
natural gas. 

for removal of saleable products and no revenue therefrom 
is derived by the respondent, complete only columns (a) and 
@) below, and include the date of contract in column (a). - 

h e  
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

II; 
14 
15 
16 - 

Name of Processor and Description of Transaction 
(Designere essodared companies with m 8sterisk) 

L 

uld of Respondent's 
Gas Processed 

(14.73 psia 

0) 
8t 6o°F) 

$- 

Revenue 
(In dollars) 

IC) 
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Name of ResDondent I This Report IS: I Date of Repod Year of Report I 
(1) @ An Original 
(2) 0 A Resubmission 03/31/98 Dec. 31, 193.1 

(Mo, Da, Yr) 
DELTA NATURAL GAS COMPANY, I N C .  

GAS OPERATION AND MAINTENANCE EXPENSES 

,'. .. If the amount for previous year is not derived from previously reported figures, explain in footnotes. 
1. 

> i  I I I > 

I Line 
No. 

Account ' I  Amount for 
Previous Year I Amount for 

Current Year I 

__ ~~ ~ 

38 775 Materials I 
39 776 Operation Supplies and Expenses 
90 T17 Gas Processed by Others 
41 -778 Royalties on Prodoc% Extracted 
42 779 Marketing Expenses 
43 780 Products Purchased for Resale 
44 781 Variation in Products Inventory 
45 (Less) 782 Extracted Products Used by the Utility-credit 
46 783 Rents 
47 TOTAL Operation (Enter Total of lines 33 ihru 46) 
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i Name of Responden t  I This Report Is: I Date  of R e p o d  Year  of R e p o n  
(1) a An Original (Mo, Da. Yr) 

03/31  /98 Dec. 31, 1 9 9 7  DELTA NATURAL GAS COMPANY, INZ A Resubmission 
GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 

Amount for Amount lor 
Current Year Previous Year Account 

i 
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Name of Respondent 

DELTA NATURAL GAS COMPANY, IN( 

GAS OPERK 

Line I 

dU rn k. .., .. v. .. .- -- -- - 

This Report IS: Date of Report Year of Repon 

(1) E An Original 
(2) 0 A Resubmission 0 3 / 3  1 /98 Dec. 31, 1997 

O N  A N D  M A I N T E N A N C E  E X P E N S E S  (Continued) 

Accounl 

(Mo. Da. Yr) 

Amount tor Amount tor 
Current Year Previous Year . . 

- _. . -. ...... .. - -- 
PROCESSING EXPENSES 

A. Underground Storage Expenses 99 I 
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I K a m e  of Respondent I This Report IS: I Date of Report I Year of Report 1 
I 
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(1) Amts. Estimated 
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I 

I 

I 

309,586 451,622 
447,103 466,248 

1,981,745 2,162,286 

NUMBER OF GAS DEPARTMENT EMPLOYEES 
1. The data on number of employees should be reported 

for the payroll period ending nearest to October 31, or 
any payroll period ending 60 days before or after Octo- 
ber 31. 
2. If the respondent's payroll for the reporting period 

includes any special construction personnel. include such 
employees on line 3, and show the number of such special 

construction employees inH footnote. 
3. The number of employees assignable to the gas 

department from joint functions of combination utilities 
may be determined by estimate, on the basis of employee 
equivalents. Show the estimated number of equivalent 
employees attributed to the gas department from joint 
functions. 

1 .  Payroll Period Ended (Date) 12-3 1-97 
2. Total Regular Full-Time Employees 18 1 
3. Total Part-Time and Temporary EmDloyees 8 
4. Total Employees 189 
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Name of Respondent .This Report IS: - Date of Report 

DELTA NATURAL GAS COMPANY, INC , 0 A Resubmission 03/31/98 
(1) An Original (Mo, Da, Yr) 

development costs for each State. 

Year of Report 

Dec. 31, 1997 

Charges. - 
Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

@ 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
- 
- 

I 

Field I County 
I 

I 
(4 I - 

I 
I 
I 
I 
I 

. I  
1 
I 
I 
I 
I 
I .  
I 
I 
I 
I 
I 
I 
1:. 
I 

.. 

I 
TOTAL I 

Delay Rentals 
(Account 795) 

ABANDON1 

Nonproductive Well 
Drilling (Account 796) Other 

Exploration 
costs 

(Accounts 798) 

(9 

Total 

(0) 

) LEASES (Account 797) - 
If the y e d s  total provision is comprised of separate determinations 

the determinations for each wcfi group or class. I f  the provision 
was so determined that component amounts may be identified by 
territories. fields, or counties, show the component amounts iden- 
tified as such. 

'- Report below ~ c u l a r s  the provision resped to groups oT of leases, separately 
for the year to cover loss On abandonment Of natural Qas 
leases in 'Os' Gas pbnt Held 
have never been productive. 

Explain the basis of d&emining the year's provision and state 
whether the basis is the same as that used for the preceding year. 

1 
2 
3 

-- 

@ 7 
8 

Line Item Amount I No. (a) 0) 

9 1  
10 I TOTAL I 
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Name of Responde-nt . This Report Date of Report 
(1) a An Original (Mo, Da, Vi) 

03/3 1 /98 DELTA NATURAL GAS COMPANY, INC.  0 A Resubmission 

' 1. Provide totals for the following accounts: 
800 Natural Gas Well Head Purchases 
800.1 Natural Gas Well Head Purchases, Intracompany 

Transfers 
801 Natural Gas Field tine Purchases 
802 Natural Gas Gasoline Plant Outlet Pur- 

chases 
803 Natural Gas Transmission tine Purchases 
804 Natural Gas City Gate Purchases 
804.1 Liquefied Natural Gas Purchases 
805 Other Gas Purchases 
805.1 Purchase Gas Cost Adjustments 

Year of Report 

Dec. 31, 1 9 3 7  

The totals shown in columns (b) and (c) should agree with 
the books of account. Reconcile any differences in a footnote. 

2. State in column @) the volume of purchased gas as 
finally measured for the purpose of determining the amount 
payable for the gas. Include current year receipts of make- 
up gas that was paid for in prior years. 
3. State in column (c) the dollar amount (omit cents) paid 

and previously paid for the volumes of gas shown in col- 
umn (b). 

4. State in column (d) the average cost per Mcf to the 
nearest hundredth of a cent. (Average means column (c) 
divided by column @) multiplied by 100.) 

Gas Puchased-Mcf 
(14.73 psia 60'0 h e  Account Title 

uo. 

D1 800 - Natural Gas Well Head 

32 800.1 - Natural Gas Well Head Pur- 
chases, Intracompany Transf. 

33 801 - Natural Gas field Line 

34 802 - Natural Gas Gasoline 

15 803 - Natural Gas Transmission 

(8) (4 

Purchases 

Purchases 

Plant Outlet Purchases 

Cost of Gas 
(In dollars) 

Average Cost Per Mcf 
(To nearest .Ol of a cen' 

(c) (4 

Line Purchases 
804 - Natural Gas City Gate 

Purchases 
17 804.1 - Liquefied Natural Gas 

18 805 - Othe;'.Gas Purchases 

19 805.1 - Purchased Gas Cost 

Purchases .. 

4;408,165 20,839,565 4.7275 

I Adjustments I I I 
10 I TOTAL (€nter Total of lines 07 

Notes to Gas Purchases 

a- 

I 
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1. Report below particulars (details) concerning the 
gas volumes and related dollar amounts of natural gas 
exchange transactions during the year. Minor transac- 

tions (less than 100,000 Mcf) may be grouped. 

ing each natural gas exchange where consideration 
2 j  Also give the particulars (details) called for concern- ' 

- 
h e  
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

Q 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

R 
42 
43 

45 
- 44 
- 

Name of Company 
(Designate associated companies 

witt, an asterisk) 

.. -. 

Exchange Gas Received 

Point of Receipt 
(City. state. etc.) 

FERC FORM NO. 2 (REVISED 12-88) Page 328 

Debit 
(Credit) 

Account 242 
(dJ 



Name of Respondent . This Report 1% Date of Report 
(1) An Original (Mo, Da, Yr) 

03/31/98 DELTA NATURAL GAS COMPANY, INC. 0 A Resubmission 

was received or paid in performance of gas exchange 
services. 
3. List individually net transactions occurring during 

the year for each rate schedule. 

4. Indicate points of receipt and delivery of gas so that 
they may be readily identified on a map of the respon- 
dent's pipeline system. 

Year of Report 

Dec. 31, 1997 

Exchange Gas Delivered 

Point of Delivery 
(Ci, state. etc.) 

:.. 

Mcf 

(0 

Debit 
(Credit) 

Account 174 

fsl 

ExCesS 
Mcf 

Received or 
Delivered 

c 

Debi 
(Credii) 

Account 006 

- 
tine 
No. 

- 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

8 

- - 
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-f Report . I _ _ _  I Name of Respondent 
(1) a An 0,riginal 

y e a r  01 

Dec. 31, 1997 

Date of Report 
(Mo, Da, Yr) 

03/3 1 /98 

transactions. 

DELTA NATURAL GAS COMPANY, INC, p) 0 A Resubmission 

1 Chames Paid - 
Une 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

41 
42 
42 
44 
4E 

140 

L 

L 

Name of Company 
(Designate associated wmpanms 

with an asterisk) 

or Payable by R= 

Amount 

._ . 

_- 

TOTAL 

ident 

Revenues Received (H FERC 
ident Tariff 

Rate 
Receivable by Re 

Amount 

(0 
cation 

07) 



Name of Respondent - This Report Ls: Date of Report 
(1) An Original (Mo, Da, Yr) 

DELTA NATURAL GAS COMPANY, I"- 0 A Resubmission 03/31/98 

Year of Report 

Dec. 31, 19% 

~~ ~ 

Natural Gas 

I I 

Manufactured Gas 

1 Account 
Charged 

Amount 
per 
Mcf 

(In Cents) 

Amount 
of 

Credit 

Mcf of Gas 
used 

Amount 

Credit 

Mcf of Gas Purpose for Which Gas Was Used 

~~~ ~~ 

510 Gas used for Compressor 
Station Fuel-Cr 

Bll Gas used for Products 
Extraction-Cr 

Gas Shrinkage and Other Usage 
in Respdnt's Own Proc. 

Gas Shrinkage, Etc. for Respdt's 
Gas Processed by Others 

812 Gas used for Other Util. Oprs- 
Cr (Rpt sep. for each prin. use. 
Group minor uses) 

1 I 

6 
7 
8 
9 
10 
11  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

7 

rOTAL 
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Name of Respondent . This Report k: Date of Report 

IELTA NATURAL GAS COMPANY, INC. 
(1) AnxOriginal (Mo, Da, Yr) 

0 3 / 3  1 / 98 (2) 0 A Resubmission 

Year of Report - 

Dec. 31, 1 9 2  

- 
tine 
No. 

gas transported or compressed for respondent by others 2. In column (a) give name of qpmpanies to which 
equalling more than 1,000,000 Mcf (Bcf) and amounts 
of payments for such services during the year. Minor 

payments were made, points of delivery and receipt of gas, 
names of companies to which gas was delivered and from 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

6 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

43 
44 
45 
46 
- 

,I 

Name of Company and 
Description of Service Performed 

(Designate associated companies with en asterisk) 
(4 

.. 

.- 

TOTAL 
,, 
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Distance 
Transported 

(In miles) 
(b) 



.. ... 

I .a 

... ,.a . 

Name of Respondent 1 This Report Is: I Date of Report I Year of Report 

97 112) 0 A Resubmission 03/31/98 I Dec. 31, 19- 

(Mo, Da, Yr) , ,, - An Original 
X L T A  N A T U W  GAS COMPANY, I N C .  

which received. Points of delivery and receipt should be so 
designated that they can be identified readily on map of 

3. If the Mcf of gas received differs from the M d  
delivered, explain in a footnote the reason for difference, i.e, 

respondent's pipeline system. .' 

M d  of 
Gas Delivered 

(14.73 psia at 6O0Q 

(4 

.. 

Mcf of 
Gas Received 

(14.73 psia at 60V 

(9 

uncompleted deliveries, allowance for transmission loss, etc. 

Amount of 
Payment 

(In dollars) 
/e) 

Amount per Mcf 
of Gas Received 

(In cents) 

(0 

- 
Line 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

46 
- - 
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Name of Respondent  * .This Report Is: - Date of Report 

DELTA NATURAL GAS COMPANY, I N C  , (1) a An Original (Mo, Da, Yr) 
03/3 1 / 9 8  ,, A 

Year of Report 

Dec. 31, 19% 

Line Description 

(a) 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

22 
23 
24. 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

b 
48 
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49 
50 

Amount 
(in dollars) 

@) 

TOTAL 

n . .  
1 



ivame 9 1  .nespondent This Report Is: Date of Report . _ .  
(1) An-Original (Mo, Da, Yr) 

DELTA GAS coMpANy' IN'. (2) 0 AResubmission 03/31/98 

1 

2 
- 
- 

q . 
- 

4 

- 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

i 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

i 
- 

Year of Report 

Dec. 31, 19x 

Industry association dues 

Experimental and general research expenses 

Publishing and distributing information and reports to stockholders; trustee, registrar, and transfer 
agent fees and expenses, and other expenses of servicing outstanding securities of the respondent 
Other expenses (items of $5,OOO or more must be listed separately in this column showing the 
(1) purpose, (2) recipient and (3) amount of such items. Amouats of less than $5,000 may be 
grouped by classes if the number of items so grouped is shown) 

Directors Fees & Expenses 

Fees - Industry Meetings & Conventions 

Marketing Activities 

Company Relations - Employees 
Customer 6 Public Relations 

Lobbying Expenses 

Public Relations 

Conservation 

-- 

I TOTAL I 49 1 1 

FERC FORM NO. 2 (ED. 12-86) 

~ 

Page 335 

37 , 253 

91,507 

107,050 

4,118 
35,061 
29 , 243 
52,884 

1,237 
17,412 

59 ,537 

435,302 



Name of Respondent This Report Is: Date of Report Year of Report 

(I)  a An Original 
A NATURAL GAS COMPANY, INC.  (2) 0 A Resubmission 03/31/,98 Dec. 31, 1 9 2  

PRECIATION, DEPLETION, AND AMORTIZATION OF GAS PLANT (Accounts 403, 404..1, 404.2, 404.3, 405) 
(Bcept Amortization of Acquisition Adjustments) 

(Mo, Da, Yr) 

1. Report in Section A the amounts of depreciation 
expense, depletion and amortization for the accounts in- 
dicated and classified according to the plant functional 
groups shown. 
2. Report all available information called for in Sec- 

tion 6 for the report year 1971,1974 and every fifth year 
thereafter. Reporl only annual changes in the intervals 

between the report years (1971,1974 and every fifth year 
thereafter). 

Report in column (b) all depreciable plant balances to 
which rates are applied and show a composite total. (If 
more desirable, report by plant account, subaccount or 
functional classifications other than those preprinted in 
column (a). Indicate at the bottom of Section B the 

Functional Classification 

.. ._ 

A11 Figures' Are Estimate 

rOTAL I 3,134,647 I c 

-. . 

a 
I 
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. .. 
N a m e  of Respondent  This Repor? Is: 

(I) El An Original 
LTA NATURAL GAS COMPANY, INC.  (2) A Resubmission 

manner in which column (b) balances are obtained. If 
average balances, state the method of averaging used. 
For column (c) report available information for each plant 
functional classification listed in column (a). If composite 
depreciation accounting is used, report available infor- 
mation called for in columns (b) and (c) on this basis. 
Where the  unit-of-production method is used to determine 

depreciation charges, show a t  the bottom of Section B 
any revisions made to  estimated gas reserves. 
3. If provisions for depreciation were made during the 

year  in addition to depreciation provided by application 
of reported rates, state at the bottom of Section B the 
amounts and nature of the provisions and the plant items 
to which related. 

Functional Classification 

Date of Report 
(Mo, Da, Yr) 

03 / 3  1 /98 

Year of Report 

Dec. 31, 1 9 9 7  

I 
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Name of Respondent This Repoil Is: Date of Repon Year of Report 

(1) I3 An Original (Mo. Da, Yr) 
Dec. 31, 1 9 9 7  (2) 0 A Resubmission 03/31/98 TA NATURAL GAS cowmy IN'. 

DEPRECIATION, DEPLETION, AND AMORTIZATION OF GAS P U N T  (Continued) 
Section B. Factors Used in Estimating Depreciation Charges dP 'b 

I 
Depreciation Applied '.. .' 

Functional Classification Plant Base Depr. Rat@) Line 
No. vhousands) (Percent) 

2 Offshore 

3 Onshore 

4 Underground Gas Storage Plant 

6 Offshore 

)7 Onshore 

8 General Plant 

9 ' -  

l o  

Notes to Depreciation, Depletion and Amortization of Gas Plant 

-- 

FERC FORM NO. 2 (ED. 12-88) Page 338 



Name of Respondent This Repod Is: Date of Report 
(Mo, Da. Yr) 

DELTA NATURAL GAS comANyy IN'* (2) 0 AResubmission 03/31/98 

( I )  I3 An Original 

- 
in t  
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

- 

i 17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29. 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

i 44 

Year of Report 

Dec. 31, 1941 

1. Report below the following information with 
respect to utility property leased to others constituting 
an operating unit or system. 

2. For each lease show: (1) name of lessee and 
description and location of the leased property; 
(2) revenues; (3) operating expenses classified as 
to operation, maintenance, depreciation, rents, amor- 
tization; and (4) net income from lease for year. Ar- 
range amounts so that deductions appear as a 

I 

FERC FORM NO. 2 (ED. 12-86) 

subtraction from revenues, and income as the 
remainder. 
3. Provide a subheading and total for each utility 

department in addition to a total for all utility depart- 
ments. 

4. Furnish particulars (details) of the method of 
determining the annual rental for the property. 

5. Designate with an asterisk associated com- 
panies. 

.. 

-- 

I 
45 
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1 Name of hemondent I This Repart IS: I Date of Report Year of Report I 
DET.TA NATITRAT. CAS 

Report the information specified below, in the order given, 
for the respective income deduction and interest charges 

Deductions, of the Uniform System of Accounts. Amounts of !I' 3, 
less than $10,000 may be grouped by classes within the *,. .;! 

- 
Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 

- 

i 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

I 37 

38 
39 
40 - 

accounts. Provide a subheading for each account and a total 
for the account Additional columns may be added if deemed 
appropriate with respect to any account. 

(a) MisCelaneous Amortization (Account 425) - Describe 
the nature of items included in this account, the contra ac- 
count charged, the total of amortizations charges for the year, 
and the period of amoriization. 

(b) Miscellaneous Income Deductions - Report the 
nature, payee, and amount of other income deductions for 
the year as required by Accounts 426.1 Donations; 426.2, 
Lite Insurance; 426.3, Penalties; 426.4, Expenditures for Cer- 
tain Civic, Pol i t id  and Related Activities; and 426.5, Other 

above accounts. 
(c) interest on Debt to Associated Companies (Account 

430) - For each associated company to which interest on 
debt was incurred during the year, indicate the amount and 
interest rate respectively for (a) advances on notes, (b) ad- 
vances on open account, (c) notes payable. (d) accounts 
payable, and (e) other debt, and total interest. Explain the 
nature of other debt on which interest was incurred during 
the year. 

(d) Other lnterest Expense (Account 431) - Report par- 
ticulars (details) including the amount and interest rate for 
other interest charges incurred during the year. 

Item 
(a) 

Keyman Insurance A/C 426 

Customer Deposit Interest 

Short Term Note Interest 
TOTAL 

. .  .. . 

2- 

_- 

Amount 
(bJ 

( 8  Y 426) 

25 502 

859,377 
884,879 

4 
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.- 
1. Report particulars (details) of regulatory commis- such a body was a party. 

2. In columns (b) and (c), indicate whether the ex 
penses were assessed by a regulatory body or were 
otherwise incurred by the Utility. 

: I. 

sion expenses incurred during the current year (or in- 
curred in previous years. if being amortized) relating to 
formal cases before a regulatory body, or cases in which 

' 

- 
ine 
lo. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
4€ 
- 
- 

Description 
Furnish name of regulatory commission or body, 
the docket or case number, and a description 

of the case.) 

(4 

Public Service 
Commission of 
Kentucky 

.. ?. 

TOTAL 

FERC FORM NO. 2 (ED. 12-87) 

Assessed by 
Regulatory 

Commission 

62 , 853 

Expenses 
of 

Utility 

Total 
Expenses 

to Date 

Id )  

Deferred 
in Account 

186 at 
Beginning 
of Year 

(4 

Page 350 
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Deferred to 
&count 186 

0 
Account 

01 
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2 
3 
4 
5 
6 .  
7 
0 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
42 



Name of Respondent - .This Report Is: - Date of Report Year of Report 

03/31/98 Dec. 31, 1 9 9 7  
1) An Original (Mol Da, yr) 

(2) 0 A Resubmission 
DELTA NATURAL GAS COMPANY, INC.( 

RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES 
1. Describe and show below costs incurred and accounts (2) Compressor Station 

Line 
No. 

1 
2 
3 
4 
5 
6 

- 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

& 
35 
36 
37 
38 - 

I. . 
' 

Classification .. 
fal fb) 

t 

FERC FORM NO. 2 (ED. 12-87) Page 352 



FERC FORM NO. 2 (ED. 12-89) Page 353 



Name of Respondent This Report Is: Date of Report Year of Report 
(Mo. Da, Yr) c 

(I)  'x An Original 
TA NATURAL GAS COMPANY, I N C .  03 /31/98  Dec. 31. 19- 97 (2 A Resubmission 

DISTRIBUTION OF SALARIES AND WAGES 
1- 

Report below the distribution of total salaries and wages 
for the year. Segregate amounts originally charged to clear- 
ing accounts to Uti/$' Departments, Construction, Planf 
Removals, and Other Accounts, and enter such amounts 

in the appropriate lines and columns provided. In deter- 
mining this segregation of salaries and wages originally 
charged to clearing accounts, a method of approximation 
giving substantially correct results may be used. 

: '. 

Allocation of 
Total Payro" Payroll Charged for 

Distribution Clearing Accounts 
Classification I Line 

No. 

...... 
'$ 
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DELTA NATURAL GAS COMPANY, I N C .  

Linc 
No 

- - 
48 
49 
50 

51 
52 

53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

- - 
- - 
- 
- - - - 
m 

- 
- - - 

(1) E An Original (Mo, Da, Yr) 

0 A 

. .  - 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 

86 

88 
89 
90 

- - 

as 

a7 

93 

Classification 

fa) 
Gas (Continued) 

Total Operation and Maintenance 
Production-Manufactured Gas (tines 28 and 40) 
Production-Natural Gas (Including Expl. and Dev.) 

Other Gas Supply (tines 30 and 42) 
Storage, LNG Terminaling and Processing 

Transmission (Lines 32 and 44) 
Distribution (tines 33 and 45) 
Customer Accounts (tine 34). 
Customer Service and Informational (tine 35) 

(tines 29 and 47) 

(tines 31 and 43) 

~~ 

Sales (Line 36) 
Administrative and General (Lines 37 and 46) 

TOTAL Operation and Maint. (7otal of lines 49 thru 58 
Other Utility Departments 

Operation and Maintenance 
TOTAL All Utility Dept. Uotal of lines 25, 59. and 67, 

Utility Plant 
Construction (By Utility Departments) 

Electric Plant 
Gas Plant 
Other 

TOTAL Construction floral of lines 65 thru 67) 
Plant Removal (By Utility Departments) 

~ ~ 

Electric Plant 
Gas Plant ....- 
Other 

TOTAL Plant Removal floral of lines 70 thru 72) 
Other Accounts (Specify): 

Merchandising 

Subsidiaries 

TOTAL Other Accounts 
TOTAL SALARIES AND WAGES 

sion I 03/31/98 I Dec. 31, 1 9 9 7  
AND WAGES (Continued) 

Allocation of 
Direct Payro'l Payroll Charged for 

Clearina Accounts 
Total 

' 

Distribution 

964.753 814,000 1,778,753 

3 , 327 

12,488 

15,815 
6,312,735 

6,000 

,. 

6,000 
-0- 

3 , 327 

18 , 488 

. .  . .\ 

21 , 815 
6 , 312 , 735 
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Name of Respondent - This Report Is: - Date of Report 
(1) B An Original (Mo, Da, Yr) 

'. (I 

Year of Report 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

70 
11 
72 
13 
14 

B 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

DELTA NATURAL GAS COMPANY, I N C  (2) 0 A Resubmission 

ices. (Th&e services include rate, management, constructjon. 
engineering, research, financial, valuation, legal, accounting, 
purchasing, advertising, labor relations, and public relations, 
rendered the respondent under written or oral arrangement, 
for which aggregate payments were made during the year to 
an corporation, partnership, organization of any kind, or 

payments made for medical and related services] amounting 
to more than $25,000, including payments for legislative serv- 
ices. exceot those which should be reported in Account 

in cy ividual ]other than for services as an employee or for 

3-3 1-9 8 Dec. 31, 1 9 9 7  

ing seGces. 

project or case to which services relate, 
(b) description of services received during year and 

(c) basis of charges, 
(d) total charges for the year, detailing utility depart- 

ment and account charged. 
2. For any services which are of a continuing nature, give 

the date and term of contract and date of Commission 
authorition, if contract received Commission approval. 
3. Designate with an asterisk associated conrpanies. 

Arthur Andersen LLP 
Louisville, Kentucky 

Accounting, Auditing & Income Tax 

Total 

Stoll, Keenon & Park 
Lexington, Kentucky 

Legal Services 

Tot a1 

.. ._ 

Milton.Beattie 
Somerset, Kentucky 

Consultant Various Projects 

Total 

$105 , 000 Total to A/C 923 $87,60C 

$149 , 602 Total to A/C 923 $57,605 

$ 25,872 Total to A/C 923 $25,872 

Î  
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ine 
40. 

- 
1 
2 
3 
4 
5 
6 
7 
8 

i 12 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

E 
38 
39 
40 
- - 

OFFSHORE AREA Name of 
Field or Block 

(c) 

i. PRODUCING GAS U 

FERC FORM NO. 2 (ED. 12-89) 

Name of State/ 
CountylOffshore Area 

Recoverable 
Gas Reserves 

(Thousands Mcf) 
(4 

. . -  

c 

Page 500 

3WNED VVJDS 

Acres 
(0 



Name of despondent’ This Report IS: - Date of Report Year of Report 
(1) An Original (Mol Da, Yr) 

Report offshore iands in the same manner as producing gas 
lands. The land, leasehold, and gas rights cosls reported should 
agree with the amounts carried under Accounts 105, Gas Plant 
Held for Future Use, and 105.1, Production Properties Held for 
Future Use, and reported in total on pages 214 and 215. Do not 
report estimates of gas reserves (column (e)) for unproven fields; 
however, if the company made estimates for such lands and nor- 
mally includes such estimates in stating its reserve position in 
connection with proposed financing and for managerial and other 
purposes, include such estimates on this page. 

DELTA NATURAL GAS COMPANY (2) 0 A Resubmission 

b 

D 

3-31-98 Dec. 31, 19% 

. LEASEHOLDS 

cost 

FERC FORM NO. 2 (ED. 12-89) 

for Natural Gas Companies. 
6. For columns (j) and (lo, do not duplicate acreages reported 

for owned lands and leaseholds. Designate with an asterisk 
royalty interests separately owned. 

7. Indicate by footnote whether acres reported are gross 
acres or net acres based on proportion of ownership in jointly 
owned tracts. 

8. Do not include oil mineral interests in the cost of acreage 
reported. 

9. Report volumes on a pressure base of 14.73 psia at 60°F. 

OWNED GAS RIGHTS 

Acres 

a 

Page 501 

cost 
fi) 

Acres 

(0 

i 

~ 

TOTAL 

. -  

TOTAL 

Lin 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
?9 
30 
31 
32 
33 
34 
35 
36 
37 
38 
19 ro 
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Name of Respondent This Report Is; Date of Report Year of Report 

9.7 Dec. 31, 19- 
(Mo, Da. Yr) 

CHANGES IN ESTIMATED NATURAL GAS RESERVES 

3-31-9 8 DELTA NATURAL GAS COMPANY,. I N C . ( ~ )  *n Original 
(2) A Resubmission 

1. Report below changes (made during the year) in estimated 
recoverable natural gas reserves of the respondent on acreage 
acquired before October 8, 1969. 

2. In explanations of revisions of basic reserve estimates, 
identify the changes with the production areas, fields, and hori- 
zons as shown on pages 500-501, natural gas reserves. State 
the type of studies by which change in the reserve estimates 
was determined, and furnish such other pertinent explanations 
as appropriate. 
3. For any important changes in the estimated reserves 

due to purchases, sales, or exchanges or natural gas 
' lands, leaseholds, or gas rights, furnish below a brief ex- 
planation of the transactions and the Mcf of gas reserves 
involved. 

4. The gas reserves and changes therein to be reported in 
column (d) are those associated with lands, leaseholds, and gas 
rights incluaed in Account 105, Gas Plant Held for Future Use. 
(See Gas Plant Accounts Instmciion 7G of the U.S. of A.) Do not 
report estimates of gas reserves for unproven fields; however, 

includes such estimates in stating its reserve position in connec- 
tion with proposed financing and for managerial and other pur- 
poses, include such estimates on this page and on pages 500- 
501. Indicate in a footnote the inclusion of such resewe estimates. 

5. If the respondent submitted estimates of natural gas re- 
serves to the Commission during the year in connection with any 
proceeding. such as an application for certificate of convenience 
and necessity, state in a footnote the amount of such reserve 
estimate, date of submission and docket number of case with 
respect to which submitted. Explain that the estimates submitted 
may differ in amount with the reserves shown on this page and 
state the estimated amount of difference and the reasons for 
the difference. 

6. Submit such additional information as may be appropriate 
concerning the size and dependability of natural gas resewes 
associated with lands, leaseholds, and gas rights owned by the 
respondent for which reserve estimates are not reported on this 
page or on pages 500-501. 
7. Report pressure base of gas volumes at 14.73 psia at 

if the company has made estimates for such lands and normally 60°F. 

Line Item 
No. 

Total 
GaS 

Reserves 
(Thousands Mcf) 

Notes to Changes in Estimated Natural Gas Reserves 

-- 

Reserves of 
Lands, Lease- 

holds. and 
Gas Rights 
in Service 

(Thousands Md) 

fC) 

Reserves of 
Lands, Lease 

holds. and 
Gas Rights 

Held for 
Future Use 

(Thousands Mcf) 
(dJ 



Name of Resmndent - I This Report I? I Date of Repoft I Year of Report 1 
(1) An Original (Mo, Da, Yr) 

3-31-98 Dec. 31, 19% 
CHANGES IN ESTIMATED HYDROCARBON RESERVES AND COSTS, AND NET REALIZABLE VALUE 

DELTA NATURAL GAS COWANY,  INC. 
A 

1. Report changes during the year in recoverable saleable 
reserves of the respondent located on acreage acquired after 
October 7,1969. Have the reported reserves attested to every 
three years by an independent appmiser. File the attestation with 
the Commission along with this report. If the reserves, at the 
time the resewe determination is made, significantly differ from 
those reported on this page, file a reconciliation and explana- 
tion of such differences along with the attestation. 

2. For any important changes in the estimated reserves due 
to purchases, sales, or exchanges of lands, leaseholds, or rights, 
furnish on page 505 a brief explanation of the transactions and 

resewes invotved. dso, explain the criteria used to estimate tt- * *  .( 
net realizable value of reserves. 

3. For column (d), report the reserves and changes asso- 
ciated with lands, leaseholds, and rights included in Account 
105.1. Production Properties Heldfor futum Use. (See Gas Plant 
Accounts Instruction 7G of the US. of A) 

4. Report pressure .base Of gas volumes at 14.73 psia 
at 6 O O F .  

5. For line 16 b ~ s 8  the net realizable value of hydrocarbon 
reserves on the current selling prim of the hydrocabon reserves 
less estimated costs of extraction, completion. and disposal. 

Lands. Leaseholds and Rights 
. Total Reserves In Held for Future Total Reserves ~nvestment 

Items GaS Gas use G~ Oil and Liquids (Net Book Line 
No. CThousnds Mcf) (Thousands Mcf) (Thousands Mcf) (mels) Value) 

(e) @) (4 fa (4 (0 
1 Estimated Recoverable Reserves at ' 

4 Beginning of Year 
ADDITIONS 

Purchases and Exchanges of Lands, 

Transfers from Reserves Held for 
Leaseholds, and Rights 

Firhire Ilnn 
I 

5 I Upward Revision of Basic Resenre I I I I ' I  

81 

Estimates (€xp/aig in a footnote) - 
Other Increases (&p/ain in a footnote) 

TOTAL Additions (Lines 3 &tu 6) 
DEDUCTIONS 

9 I Production During Year 1 I I I I 
10 I Sales and &changes of Lands, 

l Leaseholds, ajld Rights 
1 1  \ Transfers of Reserves Held for Future 

Use to Resenres in Senrice 
Downward Revision of Estimates of Re- 
coverable Reserves (€@kin in a foofmte) 

Other Decreases (fxphin in a footnote) 
TOTAL Deductions (Lines 9 thru 73) 

Estimates Recoverable Reserves at End 
I 

I ,of Year ( . re f  Total of lines 7,7, and 74) I I I I - I 
D.. 

16 Net Realizable Value at End of Reporting Year (&)/ah on page 505): $ 

NOTES 



Name of Respondent - This Report Is: ~ 

(1) W An Original 
DELTA NATURAL GAS COMPANY, INC. (2b 0 A Resubhission , 

i 

I-. . . . . . .. . .  .. . 

Date of Report 
(Mo, Da, Yr) 

Year of Report 

3-31-98; Dec. 31, 1997.:‘ 

c 
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Name of Respondent ' This Report Is- Date of Report Year of Report 

(1) a An Oriqinal WO, Da, Yr) 
, ,  - 

ELTA NATURAL GAS COMPANY, INC.1 (2) 0 A Resubrnission 13-31-98 I Dec. 31, 19-92 
NATURAL GAS PRODUCTION AND GATHERING STATISTICS 

'.. ., 
1. The items of Dlant costs and expenses, lines 1 to 25, 4. Report the pressure base at 14.73 psia at 6OOF. f 

represent combinations of accounts prescribed in the Uniform 
System of Accounts. 

2. Plant costs, line 2 to 13 of column (b), should agree with 
!he Gas Production and Gathering Plant entry reported on page 
204, Gas Plant in service. 

3. Expenses, lines 15 to 26 in column (b) should agree with the 
total Gas Production and Gathering expenses reported on page 320. 

5. In column (c) show costs and expenses relating to . 

6. In column (d) show costs and expenses relating to 

7. In column (e) show cost and expense relating to the 

leases acquired on or before October 7. 1969. 

leases acquired on or after October 8, 1969. 

gathering system. 

I I Total Cost and Expense 

ine l  No. Item Total 
(c. d and e) Old New Gathering 

p 

ter Total of lines 2 thru 72 

FERC FORM NO. 2 (ED. 12-88) Page 506 



. 
Name of Respondent This Report Is: Date of Report Year of Report 

Dec. 31, 1 9 2 7  
(1) a An Original 

LTA NATURAL GAS COMPANY, I N C ,  (2) A Resubmission 

(Mo, Da, Yr) 
3-31- 9 8 t 

PRODUCTS EXTRACTION OPERATIONS - NATURAL GAS 
! 

I 

1. Report below particulars (details) of operations by the 
respondent for recovery of gasoline, butane, propane, etc.. from 
natural gas. 

2. If the respondent received any gas from others for extrac- 
tion of products, attach a supplemental statement giving particu- 
lars (details) of such transactions. State (a) name of company 
from which such gas was received, (b) name of station in which 
the gas was processed, (c). Mcf (14.73 psia at 6OoF) of gas re- 
ceived, (d) amount paid for the privilege of extracting products, 

and (e) account to which amount was charged. Minor quantities 
of gas received for processing may be reported in total for each ex- 
traction plant. Designate with an asterisk associated companies. 

3. Report expenses relating to operation and maintenance 
of products extraction facilities, excluding those expenses not 
so’related, such & royalties, marketing expenses, products pur- 
chased for sale, inventory variations, credits for products used, 
and including rents and maintenance related to extraction plant 
facilities. 

tine 1 
No. 

Item 

fa1 

TotaWltem 
(In Dollars) 1 Ib) 

COST OF PLANT 
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Name of Respondent  - This Report-ls: Date  of Report  Year of Report 
(1) An Original (Mo, Da, Yr) 

Dec. 31, 19- 9 7  DELTA NATURAL GAS COMPANY, INC. (2) A Resubmission 3-31-98 
I 

COMPRESSOR STATIONS 

- 

Lint 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

P 12 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

E 

. . -  
Name of Station and Location 

(4 

:.: 

-- 

Number 
of 

Employees 

(b) 

Plant cost 

(4 
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' Name of Ftespondent- This Report&: 
(1) An Original 

DELTA NATURAL GAS COMPANY, I N C .  (2) 0 A Resubmission 

Fuel or Power 

Date of Report 
(Mo, Da, Yr) 

Year of Report 

97 Dec. 31, 19- 3-31-98 

kiation and taxes) 

Other 

(8) 

Gas for Compressor 
Fuel Mcf 

(14.73 psia 
at 60°F) 

Total 
Compressor 

Hours of 
Operation 

During 
Year 
0 

Operation Data 
No of 

Cornprs. 
operated 
at lime 

of Station 
Peak 
(h) 

c 
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Date 
of 

Station 
Peak 

(i) 

h e  
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
Q1 



. .  
Name of Respondent - This Report 1s‘- Date of Report ‘ 

( I )  Ej An Original (Mo. Da, Yr) 

- 

Line 
No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Year of Report 

Location of Wells 

IELTA NATURAL GAS COMPANY, INC.  (2) 0 A Resubmission 

.. 

3-31-9 8 Dec. 31, 1 9 3 7  

_- 

or capable of production. 
2. Report the required information alphabetically by 

states. List wells located offshore separately. 
3. For column (a), under separate headings, list gas  

wells first, oil wells second, and combination wells third. 
Combination wells are  wells producing or capable of pro- 
duction from one or more oil reservoirs and also from one 
or  more qas reservoirs. Enter totals for each of the head- 

footnote state whether the book cost Of such wells, or any 
portion thereof, has  been retired in the books of account. 
or what disposition of the wells and their book cost is 
contemplated. 

4. In column (9, report wells reclassified during the 
year as oil wells, g a s  wells, or combination wells. Show 
additions in black and deductions enclosed in paren- 
theses. The  total additions equal the total deductions. 

Number 
of Wells 
Begin- 
ning 

of Year 

ib) 

0 

ADDITIONS DURl - - 
Succez 
ful Well! 
Drilled 

(4 - 

Wells 
Pur- 

chased 

(d) - 

FERC FORM NO. 2 (ED. 12-87) Page 510 

Wells 
Reclas- 
sified 

(9 

REDUCTIONS DURING YEAR - 
Wells 
Aban- 
doned 

(91 

.- 

Wells 
Sold 

(h) 

Number 
of Wells 
at End 
of Year 

(il - 



This Report Is: 
(1) 0 An Original 

Date of Report 
(Mo, Da, Yr) 

N a m e  of Respondent ' 

1. Repon below the total miles of pipe composing gather- 
ing systems and those of underground gas storage projects 
operated by the respondent during the year. 

2. Provide separate subheadings and totals for gather- 
ing system field lines and underground storage lines. 

3. Report information on gathering system field lines by 
State. 

4. If any field lines or storage lines were not operated 
during the past year, provide particulars (details) of such lines 
in a footnote. State whether the book cost of such lines or 
any portion thereof, has been retired in the books of account, 
or what disposition of the lines and their book cost is contem- 
plated. 

5. Report miles of pipe to the nearest tenth of a mile. 

Year of Report 

- 
Un, 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

- 

I' 5 

t: 
42 
43 
44 - 

(2) a A Resubmission 

Designation (Identification) of Gathering System 
and Production Area or Storage Area 

(4 

Dec. 31. 19- 

_ .  -. 

Total Miles 
of Pipe 

IbJ 
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This Report Is: - Date of Report 
(1) a An Original 

Name of Respondent ~ 

(Mo, Da, Yr) 

2. Total storage plant (column b) should agree with 
amounts reported by the respondent in Acct's 350.1 to 364.8 
inclusive (pages 206-207). 

of another company under a gas exchange arrangement or 
on basis of purchase and resale to other company. Designate 
with an asterisk if other company is an associated company. 

i 

I 

Year of Report 

DELTA NATURAL GAS COMPANY, I N C .  (2) 0 A Resubmission 3-31-98 Dec. 31, 19s 
GAS STORAGE PROJECTS 

1. Report particulars (details) for total gas storage projects. 3. Give particulars (details) of any gas stored for the benefit 

September 
12  , 007 October 

November 102,542 
40 December 248,642 

41 TOTAL (Enter Total of tines 29 Thru 40) 417,363 

.. T., 
1 

._ .., 

FERC FORM NO. 2 (ED. 12-91) Page 512 

2 
3 
4 
5 
6 

Land and Land Rights 130,172 
Structures and Improvements . 56,072 
Storage Wells and Holders 3.004.994 
Storaae Lines 780.093 
Other Storage Equipment 1.529.575 



Name of Responde'nt This Report Is Date of Report Year of Report 
(1) a An Original (Mo, Da, Yr) 

DELTA NATURAL GAS COMPANY I (2) 0 A Resubmission I 3-31-98 I Dec. 31, 19% 
GAS STORAGE PROJECTS (Continued) 

I - 
Line 
No. - 
- 
42 

43 

44 

45 

46 

47 

- 
- 
- 
- 

48 

49 
- 

50 

51 

52 

53 

54 

55 

- 
- 
- 
- 
- 

56 

57 

58 

- 
- 
- 

Item Total I Amount 

Top or Working Gas End of Year 

Cushion Gas (Including Native Gas) 

Total Gas in Reservoir (Enter Total of Line 42 and Line 43) 

Certificated Storage Capacity 

Number of Injection - Withdrawal Wells 

Number of Observation Wells 

Maximum Day's Withdrawal from Storage . . 

Date of Maximurn Days' Withdrawal 

LNG Terminal Companies (In Mc9 

Number of Tanks 
~~ 

Capacity of Tanks 

I a) Received at "Ship Rail" 
* -. 

~~ ~ ~~ ~ 

b) Transferred to Tanks 

c) Withdrawn from Tanks 

d) "Boil Off" Vaporization Loss 
~ ~~ ~ 

e) Converted to Mcf at Tailgate of Terminal 

- 
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Name of Respondent This Report Is: - Date of Report 
(Mo, Da, Yr) 

3-31-98.. 
IELTA NATURAL GAS COMPANY, INC. ('1 An Original 

Year of Report 

Dec. 31. 79-97 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

tine 
No. 

1 
2 
3 
4 
5 
6 
7 .  
8 
9 
10 
11 
12 
13 

c 

Designation 
(Identification) of Line 

or Group of Lines 
(4 

42 
43 
44 

ERC FORM NO. 2 (ED. 12-87) Page 514 

TOTAL 

Total Miles 
of Pipe 
(to 0.1) 

Ibl 
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dame of Respondent . This Report IS' 
('I) [XI An Original . 

'ELTA NATURAL c o ~ ~ , .  INCj (2) A Resubmission I 3-31-98 I Dec. 31, 19-37 

LIQUEFIED PETROLEUM GAS OPERATIONS 

Year of Report Date of Report 
(Mo. Da, Yr) 

2. for. column (a), give city and State or such other 
designation necessary to locate plant on a map of the re- 
spondent's system. 
3. For columns (b) and (c), the plant cost and operation and 

of any plant used jointly with the manufactured gas facilities on 
the basis of predominant use. Indicate in a footnote how the plant 
cost and expenses for the liquefied petroleum plant described 
above are reported. 

L 

ine 
40. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

40 
39 
- 

Location of Plant and Year Installed 
(City, state, etc.) 

. .  

-0ta1 

Cost of Plant 
(Land struct. 

equip.) 

Oper. Mainte 
nance, Rents, 

etc. 

1 ' . ]  
L 



I Year of Report Name of Respondent I This Repod Is: I Date of Report 

DELTA NATLJRAL.GAS COMPANY,, INC. (2) 0 A Resubmission 3-31-98 Dec. 31, 19- 9.7 
I LIQUEFIED PR+IOLEUM GAS OPERATIONS (Continued) 

Designate any plant held under a title other than full owner- 
ship and in a footnote state name of owner or co-owner, nature 
of respondent’s title, and percent ownership if jointly owned. 
4. For column (9) report the Mcf that is mixed with natural gas 
or which is substituted for deliveries normally made from natural 
gas. Natural gas means either natural gas unmixed or any mix- 

5. I f  any plant was not operated during the past year, give par- 
ticulars (details) in a footnote, and state whether the book cost 
of such plant, or any portion thereof, has been retired in the 
books of account, or what disposition of the plant and Its book 
cost is contemplated. 
6. Report pressure base of gas at 14.73 psia at 60 OF. Indicate 

hre of natural and manufactured gas or mixture of natural gas 
and gasified WG. 

the Btu content in a footnote. 

Gallons 
of 

‘LPGUSed . 

.- .. 

-- 

Gas F 

Amount of 
Md 

d u d  

Amount of 
M d  

Mixed with 
Natural Gas 

(sl 

LPG 
Storage Cap.. 

Gallons 

FERC FORM NO. 2 (ED. 12-86) Page 517 

Function 
of Plant 

(ease load. 
peaking, etc.) 

m 

- 

Uric 
No. 

- 
1 

‘ 2  
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

40 

a 

i a  

39 



. .  

I 

Curtailments 

Item Year Mcf MonthDay 
MonthlDayl Amount of on 

Line Indicated 



S 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 - 

' son overlapping the year-end for which this report is sub 

Location of 
Facility 

(4 

.. .. 

-- 

Type of Fadlity 

Maximum Daily 
Delive Capacity 

of Facility, 
Mcf at 
~ c f  at 

14.73 psia 
at 60" 

fc) 

cost 
of 

Facility 
(In dollars) 

(a 

c 

Was Facility Operated 
on Day of Highest 
Transmission Peak 

Delivery? 

No 
(0 

. FERC FORM NO. 2 (ED. 12-89) Page 519 



I 

Name of Respondent . This Report Is: - Date of Report 
(1) @ An Original (Mo, Da, Yr) 

Year of Report 

" 
in measuring Mcf of natural gas received and delivered. 

2 Natural gas means either natural gas unmixed or any 
mixture of natural and manufactured gas. 
3. Enter in column (c) the Mcf as reported in the 

schedules indicated for the items of receipts and deliveries. 
4. In a footnote report the volumes of gas from respond- 

ent's own production delivered to respondent's transmission 
system and included in natural gas sale. 

5. If the respondent operates two or more systems which 
are not interconnected, submit separate pages for this pur- 
pose. Use copies of pages 520 and 521. 

6. Also indicate by footnote the volumes of gas not sub- 
ject to Commission regulation which did not incur FERC 
regulatory costs by showing (1) the local disttibution volumes 
delivered to the local distributionampany portion of the 
reporting pipeline by another jurisdictional pipeline; (2) the 
volumes which the reporting pipeline transported or sold 

DELTA NATURAL GAS COMPANY, I" (2) D A Resubmission 

not through.any of the interstate portion Of the reporting 
pipeline and, (3) the gathering line volumes which were not 
destined for interstate market or which were not transported 
through any interstate portion of the reporting pipeline. 

7. Also indicate by footnote (1) the system supply 
volumes of gas which are stored by the reporting pipeline 
during the reporting year and also reported as sales, 
transportation and compression volumes by the reporting 
pipeline during the same reporting year, (2) the system 
supply volumes of gas which are stored by the reporting 
pipeline during the reporting year and which the reporting 
pipeline intends to sell or transport in a future reporting year, 
and (3) contract storage volumes. 

8. Also indicate the volumes of pipeline production field 
sales which are included in both the company's total sales 
figure and the company's total transportation figure (lines 
42 and 46 of page 521). 

3-31-9 3 Dec. 31, 1 9 9 7  

01 NAME OF SYSTEM 
Line 
NO. 

Ref. Amount of Mcf (14.73 psia 
Item Page No. at 60°F) 

(A) This amount is the calendar year purchases. 
year in accordance with the Gas Cost Recovery Clause. 

The amount on page 327 is the billed 

... .. .. :... < "3 
:f . .  . 

FERC FORM NO. 2 (ED. 12-88) Page 520 



Date of Report 
(Mo, Da, Yr) 

3-31-98 

Year of Report 

Dec. 31. 1997 

Name of Respondent 

DELTA NATURAL GAS COMPANY, INC.(2) a A Resubmission 

This Report Is- 

(1) % An Original 

GAS ACCOUNT - NATURAL GAS (Continued) 

Ref. 

-. 01 NAMEOFSYSTEM 
Amount of Mcl (14.73 psia Item Page No. at 60°F) 

' Line 

DELTA NATURAL GAS COMPANY, IN&2) a I 
GAS ACCOUNT - NATURAL - 

-.: 01 NAMEOFSYSTEM 
' I Ref. Amount of Mcl (14.73 psia Item Page No. at 60°F) Line 

No. 

23 GAS DELIVERED 
(4 

26 To Interstate Pipeline Companie 
Pursuant to FERC Rate Sched 

27 Retail Industrial Sa: 
28 Other Field Sales 
29 
30 Transmission Systems Sale 
31 
32 

33 Mainline Industrial Sale 
34 Other Mainline Industri: 
35 Other Transmission Svster 
36 

TOTAL, Field Sales (Enter Total 01 

To Interstate Pipeline Co. for Resale Under FE 
To Intrastate Pipeline Co. and Gas Utilities for 

Resale Under FERC Rate Schec'."-- 

TOTAL, Transmission System Sales (Enter Total 

Rate Sc :I - led. - 
JUlGD 

307 
307 
31 0 

!s Under FERC Certification 
11 Sales 

n Sales 



- 
DELTA NA- GAS COMPANY, I N C .  

of natural gas. New maps need not be furnished i f  no irn- 
portant change has occurred in the facilities operated by the 
respondent since the date of the maps furnished with a 
previous year's annual repon If, however, maps are not fur- 
nished for this reason, reference should be made in the 
space below to the year's annual report with which the maps 
were furnished. 

2. indicate the following information on the maps: 

. 

(a) Transmission lines-colored in red, if they are not 

@) Principal pipeline arteries of gathering systems. 
(c) Sues of pipe in principal pipelines shown on 

map. 
(d) Normal directions of gas flow-indicated by 

arrows. 
(e) Location of natural gas fields or pools in which the 

respondent produces or purchases natural gas. 

otherwise clearly indicated. 

.I- - - r - .  

(1) &I An Original 

(2) A Resubmission 3-31-98 

(Mol Da, Yr) 

Dec. 31, 1 9 9  

areas, etc. 
(9) Important main line interconnections with other 

natural gas companies, indicating in each case 
whether gas is received or delivered and name of 
connecting company. 

(h) Principal communities in which respondent 
renders local distribution service. 

3. In addition, show on each map: graphic scale to 
which map is drawn; date as of which the map repre- 
sents the facts it purports to show; a legend giving all sym- 
bols and abbreviations used; designations of facilities leased 
to or from another company, giving name of such other 
company. 

4. Maps not larger than 24 inches square are desired. 
If necessary, however, submit larger maps to show essen- 
tial information. Fold the maps to a size not larger than this 
roport. Bind the maps to the report. 

Name of Respondent - This Repon 1s: 

FERC FORM NO. 2 (ED. 12-86) Page 522 

Udle 01 nepuik 

SYSTEM MAPS 

1. Furnish 5 copies of a system map (one with each filed 
copy of this report) of the facilities operated by the respon- 

(9 bcations of compressor stations, products extrac- 
tion plants, stabirkation plants, important purifica- 

I 



Name of Respondent - This Report 1% Date of Report 
(I) a An Original 

(2) b A Resubmission 

(Mo. Da, Yr) 

3-31-9 WI DELTA NATURAL GAS COMPANY, INC. 

Line 
No. 
@) 

Year of Report 

Dec. 31, 1927 

c 

Column 
No. 
fc) 

.. _. 

Comments 

(d) 

FERC FORM NO. 2 (REVISED 12-86) Page 551 
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PUBLIC SERVICE COMMISSION OF KENTUCKY 
REPORT OF GROSS OPERATING REVENUES DERIVED FROM INTRA-KENTUCKY 

BUSINESS FOR THE YEAR ENDING DECEMBER 31, 19% 

DELTA NATURAL GAS COMPANY, INC. WINCHESTER, KY 40391 (Utility Reporting) ( Address ) 

(DO NOT INCLUDE TAXES COLLECTED) 

(1) Gross Revenues of Electric Utility.............$ 

( 2 )  Gross Revenues of Gas Utility..................$ 39,185,262 

(3) Gross Revenues of Radio-Telephone Utility......$ 

( 4 )  Gross Revenues of Cellular Telephone Utility...$ 

(5) Gross Revenues of Telephone Utility............$ 

( 6 )  Gross Revenues of Water Utility................$ 

(7) Gross Revenues of Sewer Utility................$ 

( 8 )  Other Operating Revenues.......................$ 

*** TOTAL GROSS REVENUES. ............. .$ 39,185,262 

.. 0 A T , E  . State of ...............;..........) KENTUCKY 

) s s .  County of ........................) CLARK 

JOHN F. HALL being duly sworn, states that he/she 
(Officer ) 

is v.P.-FINANCE, SEC. TREAS. Of the DELTA NATURAL GAS COMPANY, INC. (Official Title) (Utility .Reporting ) 

that 
the books of accounts of: 

(Utility Reporting) 
accurately show the gross revenues of: 

the above report of gross revenues is in exact accordance with 

DELTA NATURAL GAS COMPANY, INC. and that such books 

DELTA NATURAL GAS COMPANY, INC. derived from Intra-Kentucky 
(Utility Reporting) 

business for the year ending DECEMBER 31 , 1 9 9 7  - 
V.P.- FINANCE, SEC. & TREAS. 

(OfEicer ) (Title) 

/ t This the Abs day of 

(County). 
My Commission expires 8 ,  gmo 
NOTE: ANY DIFFERENCE BETWEE3 THE AMOUNT OF THE GROSS REVENUES SHOWN 

IN THE ANNUAL REPORT AND ‘ED3 AMOWT APPEARING ON THIS STATEMENT 
MUST BE RECONCILED ON THE REVERSE SIDE OF THIS REPORT . 
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............................................................... 326 Abandoned leases 

Accrued and prepaid taxes ........................................................ 262-263 
266-267 

221 
21 9 

500-501 

229 

Accumulated Deferred Investment Tax Credits 
Accumulated provision for depreciation and amortization of nonutility property .............. 

of gas utility plant ............................................................ 
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Acreage, natural gas land ......................................................... 
for gas ..................................................................... 
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of nonutility property 221 
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Advances 

Amortization 
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336-338 
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256-257 

miscellaneous ............................................................... 
......................................................... 

Associated companies 

....................................................... 
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256-257 interest on debt to ........................................................... 
service contracts charges 

...................................................................... 
Bonds .......................................................................... 256-257 
Capital stock ..................................................................... 250-251 

254 discount .................................................................... 
254 expense 
252 installments received ......................................................... 

premiums 252 
. reacquired 250-251 
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120-121 

.................................................................... 
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................................................................... 
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Changes 

importantduringthe year ..................................................... 108-1 09 
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200-201 

Construction 
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corporationscontrolled by respondent 103 
over respondent 102 
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Control ........................................... 

............................................................. 
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Current and accrued 

Deferred 

... ..................................................... 268 liabilities, miscellaneous.. 

269 credits, other ................................................................ 
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regulatory expenses .......................................................... 350-351 
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221 Nonutility prope rty ................................................................ 

Notes 
payable, advances from associated companies .................................... 
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.................. 

Oil and gas wells, number of ....................................................... 

expenses - gas ............................................................. 
revenues - gas ............................................................. 
donations received from stockholders ............................................ 
gains on resale or cancellation of reacquired capital stock .......................... 
miscellaneous paid-incapital ................................................... 

. other supplies expense ....................................................... 
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regulatory liabilities ............................................................ 

Overhead, construction -gas ..................................................... 
Peak deliveries, transmission system, Mcf ............................................ 
Peaking facilities, auxiliary ......................................................... 

accumulated provision for depreciation .......................................... 
construction work in progress .................................................. 
held for future use ........................................................... 
in service .................................................................. 
leasedto others .....I.......+............................................... 

Other 

... 

Plant - gas 

lant - utility 
and accumulated provisions (summary) .......................................... 
leased to others, income from .................................................. 
deferred income taxes ........................................................ 

Premium on capital stock .......................................................... 
Prepaid taxes ................................................................... 
Prepayments .................................................................... 
Production 

and gathering system expenses, plant and expenses ............................... 
properties held for future use .................................................. 
statistic, natural gas ......................... ;. ............................... 

Products extraction operations, natural gas ........................................... 
Professional services, charges for .................................................... 
Property losses, extraordinary ....................................................... 
Purchased gas ................................................................... 
Reacquired 

capital stock ................................................................ 
long-term debt ..................... .-. ...................................... 

Receivers' certificate ............................................................. 
Reconciliation -- of reported net income with taxable income from federal income taxes ........ 
Regulatory commission expenses ................................................... 
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.. 
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Commonwealth of Kentucky 
PUBLIC SERVICE COMMISSION 

730 Schenkel Lane 
Post Ofice Box 615 

Frankfort, Kentucky 40602 

APRIL 1, 1999 

I APR - '999 1 JOHN F. HALL 
DELTA NATURAL GAS COMPANY, INC. 
3617 LEXINGTON ROAD 
WINCHESTER, KY. 40391 

Dear MR. HALL: 

In reviewing the annual report of DELTA NATURAL GAS COMPANY, INC., for the 
year ending December 31,1998, we need additional information ON THE REPORT 
THAT FERC FORM N0.2 DOESN'TCOVER. IF YOU WOULD PLEASE FURNISH THE 
INFORMATION ON THE PAGES ENCLOSED I WOULD APPRECIATE IT. PLEASE RETURN @ AS SOON AS POSSIBLE. 

Sincerely, A, 

Annual Re ort Branch 



t 
Name of Respondent This Report Is: Date of Repod 

(1) 0 An Original (Ma, Da, yr) 

1. Report below natural gas operating revenues for each 
prescribed account, and manufactured gas revenues in total. 

2. Natural gas means either natural gas unmixed or any 
mixture of natural and manufactured gas. 
3. Report number of customers, columns (0 and (9). on 

the basis of meters, in addition to the number of flat rate ac- 
counts; except that where separate meter readings are 
added for billina ourwses. one customer should be counted 

Year of Report 

for each group of meters aaaea. I ne average number of 
customers means the average of twelve figures at the close 
of each month. 

4. Report quantities of natural gas sold in Mcf (14.73 psia 
at 6OOF). I f  billings are on a therm basis, give the Btu con- 
tents of the gas sold and the sales converted to Mcf. 

5. If increases or decreases from previous year (col- 
umns (c), (e) and (9)). are not derived from previously 

elta Natu ra l  Gas Company, Inc.  (2) A Resubmission 

I .ine 
No. 

3/31/99 Dec. 31. 1 9 9 8  

Title of Account 
OPERATING REVENUES 

Amount for Year I Amount for Previous Year 



Name of Respondent This Report .Is: Date of Report 
(1) 0 An Original (Mo, Da, yf) 

Year of Rep, 

Dec. 31. 1938 

1. Report below the average number of interruptible. off 
peak, and firm industrial customers on local distribution 
systems of the respondent, and the M d  of gas sales to these 
customers for the year. 

2. Interruptible customers are those to whom service may 
be interrupted under terms of !he customer's gas contract, 
or to whom service is required to be interrupted, regardless 
of contractual arrangements in emergency periods, by law, 

Delta Na tu ra l  Gas Co., I n c .  

I 
1 ordinance, diredive, or other requirement of government 

authority. State in a footnote the basis on which interrupti- 
ble customers are reported. ' 3. Off peak sales are seasonal and other sales which do 
not occur during wintertime demands. 

4. Report pressure base of gas volumes at 14.73 p i a  
at WoF. 

1 
I 
i 

(2) A Resubmission 3/31/99 

Hem I 

Line 
No. 

1 

2 

3 

4 

10 TOTAL Industrial Customers 
11 Average Number of Customers for the Year 68 I 
12 I Mcf of Gas Sales for the Year 184.700 1 

Item Residential Commercial ~ 

(4 @) fc) 
Average Number of Space Heating Customers for the Year 

(Estimate if not known. Designate with an asterisk if estimated.) 
For Space Heating Only, Estimated Average Mcf (14.73 psia at 60°F) 

I 

N/A N/A I 

Per Customer for the Year N/A N/A I 
1 

I 

Number of Space Heating Customers Added During the Year 

Number of Unfilled Applications for Space Heating at End of Year 

N /A N/A 

N /A N /A I 

! 

FFRC FnRM NO 3 /FD. 12-88\ Paae 305 



Name of Respondent This Report Is: Date of Report 
(I) 0 AII Original (Mo, Da, Yr) 

8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 

28 

ii 

Year of Repon 

Name of Other Gas U t i l i  
(Dedgnate assodated companies 

wfth an asterisk) 

Delta Natural Gas C o . ,  I n c .  

NONE 

(2) A Resubmission 3/31/99 DeC. 31, 1928 

FFRC FORM NO 7 tcn I ~ - I \ R \  

Point of Delivery 
(City, Town or State) 

Pane 310 

FERC 
Tariff Rate 
Schedule 
hignatioi 

(c) 

Md of Gas Sold 

per Cu. Ft.) 
(A~P~OX.  etu 

Revenue 
for 

Year 
(See In&. 5) 

(4 



Name of Respondent . This Report Is: .: ' Date of Repofi Year Of Report 

(1) 0 An Original 
(2) a A Resubmission 3 /31 /99  Dec. 31, 19% 

(Mo, Da. yr) D e l t a  N a t u r a l  G a s  Company, I n c .  

SALES FOR RESALE-NATURAL GAS (Account 483) (Continued) 

FERC rate schedule, the required information (COlUmns) shall 
be furnished for each point of delivery. 

8. Designate in a footnote if Etu per cubic foot Of gas is 
different for any delivery p in t  from that shown in the heading 
of column d. 

9. For each firm sale of $25.OOO or more for the year at each 
point of delivery, shown in column (i) peak day volume Of gas, 
at pmssure base indicated in column (4, and in column (h) show 
the date of such peak delivery. If an estimate is used for any 
peak day d d i ,  state the basis for such estimate. If deliiries 
me made to one customer at more than one delivery point, show 
the peak day delivery and date thereof for each delivery point 
if billing is on a non-conjunctive basis, and show the total for 

each such customer if billing is On a conjunctive basis. 
10. Summarize total sales as fOllOwS: A. Field sales sub- 

divided by deliveries to 0 interstate pipeline companies and 
(ii) others; B. Transmission system sales divided by deliveries 
to (i) interstate pipeline companies. (ii) intrastate pipeline 
companies and gas utilities for resale under FERC rate 
schedules, and (iii) others. "Field sales" means sales made 
from wells, from points along gathering lines in gas field or 
production areas or from points along transmission lines 
within fields or production areas. "Transmission sales" 
means sales made from points along transmission lines not 
within gas fields or production areas. 
11. Enter Mcf at 14.73 psia at 60°F. 

Average 
Revenue 
per M d  

(In cents) 

0 

Sum of 
Monthly Billing 

Demands 
M d  

NONE 

Date 

0 

Peak Day Delivery to Customen 

Md 

Noncoiw 
cidental 

m 

- 
Coin- 

cidental 
0 

- 

ne 
0. 

- 
1 
2 
3 
4 
5 
6 
7 

9 
IO 
11 
12 
13 
14 
15 
16 
17 

19 
x 
21 
22 

2c 
2! 
2f 
2; 
a 
2 
3 
3' 
3; 
3: 
8 
3 
3 
3 
3 
3 

a 

i a  

- 
Paae 311 
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Name of Respondent This Report Is: Date of Report Year of Report 

3/31/99 Dec. 31, 1998 
(I) 0 An Original (Mo, Da, Yr) 

Delta Na tu ra l  G a s  Company, Inc: A Resubmission 
GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 

1 
I 

No. I I I fCl 

Amount for Amount for 
Current Year Previous Year 

2401 907 Supervision I I 
241 I 908 Customer Assistance Expenses 
242 I 909 Informational and Instructional Expenses I 
243 1 910 Miscellaneous Custsmer Service and Informational Expenses 
244 I TOTAL Customer Service and Information Expenses (Lines 240 

NUMBER OF GAS DEPARTMENT EMPLOYEES I 
1. The data on number of employees should be reported construction employees in 8 footnote. 

for the payroll period ending nearest to October 31, or 3. The number of employees assignable to the gas 
any payroll period ending 60 days before or after Octo- department from joint functions of combination utilities 
ber 31. may be determined by estimate, on the basis of employee 

2 If the respondent's payroll for the reporting period equivalents. Show the estimated number of equivalent 
indudes any special construction personnel. indude such employees attributed to the gas department from joint 

functions. 
1. Payroll Period Ended (Date) 12/31/98 

. 

employees on line 3, and show the number of such special 

3. Total Part-Time and Temporary Employees 4 
1 2. Total Regular Full-Time Employees 182 

4. Total Employees 186 

SEE O R I G I N A L  FILING PAGE 325 LINES 238-271 



Name of Respondent This Report Is: Date of Repod . 

(1) An Original (MO, Da, W 

1. Prwi 
800 
800.1 

801 
802 

803 
804 
804.1 
805 
805.1 

Year of Report 

de totals for the following accounts: 
Natural Gas Well Head Purchases 
Natural Gas Well Head Purchasas, Intracompany 
Transfers 
Natural Gas Field Line Purchases 
Natural Gas Gasoline Plant Outlet Pur- 
chases 
Natural Gas Transmission Line Purchases 
Natural Gas City. Gate Purchases 
Liquefied Natural Gas Purchases 
Other Gas Purchases 
Purchase Gas Cost Adjustments 

Delta Natural Gas C o . ,  Inc.  

TIM totals shown in cdumns @) and (c) should agree with 
the books of account Reconcile my differences in a footnote. 

2. State in column @) the volume of purchased gas 8s 
finally measured for the purpose of determining the amount 
payable for the gas. lndude Current year receipts of make- 
up gas that was paid for in prior years. 
3. State in column (c) the dollar amount (omit cents) paid 

and previously paid for the volumes of gas shown in cot- 
umn @). 

4, State in column (d) the average cost per Mcf to the 
nearest hundredth of a cent. (Average means column (c) 
divided by column @) multiplied by 100.) 

(2) hi3 A Resubmission 3/31/99 Dec. 31,1998 

Gas Purchased-Mcf 
Account Title 

(4 
. (14.73 psia 60°F) Line 

No. 

01 800 - Natural Gas Well Head 

02 800.1 - Natural Gas Well Head Pur- 
chases, Intracompany Transf. 

03 801 - Natural Gas Field Line 

04 802 - Natural Gas Gasoline 

05 803 - Natural Gas Transmission 

06 804 - Natural Gas City Gate 

07 804.1 - Liquefied Natural Gas 
Purchases 

08 805 - Other Gas Purchases 

Adjustments 
10 TOTAL (Enter Total of lines 07 

thru 9) 

@) 

Purchases 

Purchases 

Plant Outlet Purchases 

Line Purchases 3,702,257 

Purchases 

09 805.1 - Purchased Gas Cost 

Notes to Gas Purchases 

I 

Cost of Gas 
(In dollars) 

Average cost Per Mcf 
CTo nearest -01 of a cent) 

(4 (9 

16,260,037 4.,3919 



Name of Respondent This Report Is: Date of Repod 
(1) An Original 
(2) hd AResubmission 3/31/99 

(Mo, Da, Yr) 
ta Natural  Gas Co., Inc. * 

REFER TO O R I G I N A L  F I L I N G  PAGE 336 

Year of Report 

Dec. 31, 19% 

6 Other storaqe plant 
7 Base load LNG terminating and 

processing plant 
ransmission plant 



Name of Respondent This Report Is: Date of Report 
(Mo, Da, Yr) 

e l t a  Na tu ra l  Gas Co., Inc. (2) a A Resubmission 3/31/99 

(1) [7 An Original 

manner in which column (b) balances are obtained. If 
average balances, state the method of averaging used. 
For column (c) report available information for each plant 
functional classification listed in column (a). i f  composite 
depreciation accounting is used, report available infor- 
mation called for in columns (b) and (c) on this basis. 
where the unit-ofproduction method is used to determine 

depreciation charges, show at the bottom of Section B 
any revisions made to estimated gas reserves. 
3. If provisions for depreciation were made during the 

year in addition to depreciation provided by application 
of reported rates, state at the bottom of Section 8 the 
amounts and nature of the provisions and the plant items 
to which related. 

Section A. Summary of Depreciation, Depletion, and Amortization Charges 

Year of Report 

Dec. 31, 1998 

Functional Classification Total Amortization of 
Other Gas Plant 

Gas Plant (Account 405) 

Amortization of 
Other Limited-term 

(Account 404.3) 
0 to 0 

(e) fv (sl (a) 
Intangible plant 
Production plant, manufactured gas 
Production and gathering plant, 

I TOTAL I 

REFER TO ORIGINAL FILING PAGE 337 

Line 
No. 

- 
1 
2 
3 

4 
5 
6 
7 

0 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

- 
- 
- 
- 
7 - 
- - - - - 

- - 



Name of Respondent This Report Is: Date of Report 
(1) 0 An Original (Mo, Da. Yr) 

I t a  Na tu ra l  Gas Co.,  Inc. I(2) A Resubmission I 3/31/99 I Dec. 31, 1 9 3 8  
GAS ACCOUNT - NATURAL GAS 

1. The purpose of this page is to account for h e  quantity through its local distribution facilities or intrastate facilities, 

Year of Report 

of natural gas received and delivered by the respondent, tak- 
ing into consideration differences in pressure bases used 
in measuring Mcf of natural gas received and delivered. 

2 Natural gas means either natural gas unmixed or any 
mixture of natural and manufactured gas. 
3. Enter in column (c) the Mcf as reported in the 

schedules indicated for the items of receipts and deliveries. 
4. In a footnote report the volumes of gas from respond- 

ent's own production delivered to respondent's transmission 
system and included in natural gas sale. 

5. If the respondent operates two or more systems which 
are not interconnected, submit separate pages for this pur- 
pose. Use copies of pages 520 and 521. 

6. Also indicate by footnote the volumes of gas not sub- 
ject to Commission regulation which did not incur FERC. 
regulatocy costs by showing (1) the local distribution vdumas 
delivered to the local distributioncompany portion of the 
reporting pipeline by another jurisdictional pipeline; (2) the 
volumes which the reporting pipeline transported or sold 

and which the reporting pipeline received through gather- 
ing facilities, distribution facilities or intrastate facilities, but 
not through any of the interstate portion of the reporting 
pipeline and, (3) the gathering line volumes which were not 
destined for interstate market or which were not transported 
through any interstate portion of the reporting pipeline. 

7. Also indicate by footnote (1) the system supply 
volumes of gas which are stored by the reporting pipeline 
during the reporting year and also reported as sales, 
transportation and compression volumes by the reporting 
pipeline during the same reporting year, (2) the system 
supply volumes of gas which are stored by the reporting 
pipeline during the reporting year and which the reporting 
pipeline intends to sell or transport in a future reporting year, 
and (3) contract storage volumes. 

8. Also indicate the volumes of pipeline production field 
sales which are included in both the company's total sales 
figure and the company's total transportation figure (lines 
42 and 46 of page 521). 

01 NAME OF SYSTEM 
Line Item 
No. 

Ref. Amount of Mcf (14.73 psia 
Page No. at 60°F) 



Name of Respondent I This Report Is: I Date of ~ e ~ o r t  I 'fear of Report I 

e. 
(1) 0 An Original 
(2) 6d A Resubmission 

(Mo, Da. Yr) 
3/31/99 Dec. 3 1 ,  1998 Delta N a t u r a l  Gas Co. Inc.  

GAS ACCOUNT - NATURAL GAS (Continued) 
1 

Ref. 
Page No. Line Item 

No. 

To interstate Pipeline Companies for Resale 

0 

Amount of Mcf (14.73 psia 
at 600~) 

8 



PuBLrc SERVICE COIVAISSION OF KENTUCKY 
REPORT OF GROSS OPERATING REVENUES DERIVED FROM INTRA-KENTUCKY 

BUSINESS FOR THE Y E A R  ENDING DECEMBER 31, 1998 - 
Delta Natural Gas Company, Winchester, Kentucky 

(Utility Reporting) (Address) 
e 

(DO MOT INCLUDE TAXES COLLECTED) 

(1) Gross Revenues of Electric Utility .............$ 
(2) Gross Revenues of Gas Utility. ................ .$ 34,857,742 

(3) Gross Revenues of Radio-Telephone Utility. .....$ 

( 4 )  Gross Revenues of Cellular Telephone Utility ...$ 

( 5 )  Gross Revenues of Telephone Utility ............~. 
(6) Gross Revenues of Water Utility. ...............$ 
(7) Gross Revenues of Sewer Utility. ...............$ 
( 8 )  Other Operating Revenues..........;........ ....$ 

*** TOTAc GROSS REVENUES. .....oo.,.,...$ 
34,857,742 

O A  T,H - .. 
.- State of. .Kf?p~.ky. ....... I. ... '. ..... 

County of.... .................... ) 

John F. Hall being duly sworn, states that he/she 

) s s .  Clark 

(Officer 1 
is Vp Finance-Secretary/Treasurer of the Del- Natural Gas Company, Inc. 

(Official Title) (Utility Reporting) 

that the above report of gross revenues is in exact accordance with 
the books of accounts of: 

Delta Natural Gas Company, Inc. 8 and that such books 
(Utility Reporting) 
accurately show the gross revenues- of: 

Delta Natural Gas Company, Inc. derived from Intra-Kentucky 
(Utility Reporting) 

19 98 business for the year ending December 31, - 

Thi 

MY 

# 19 77 . 

(County). 

Commission expires 
I NOTE: ANY DIFFERENCE BETWEEN THE AMOUNT OF THE GROSS RENENUES SHOWN 

IN THE ANNUAL REPORT AND TEE AMOUNT APPEARING ON THIS STATEKENT 
MUST BE RJXONCILED ON THE REVERSE SIDE OF THIS REPORT , 



appropriate box: m 

Exact Legal Name of Respondent (Company) 

ta  N a t u r a l  Gas Company, Inc. 

(3 Original signed form 

0 Conformed copy 

Year of Report 

Dec. 3 1 , s  

' Form Approved 
OM6 No 19024028 
(Expires 12/31/98) . 

FERC FORM NO. 2: 
ANNUAL REPORT OF MAJOR NATURAL 

GAS COMPANIES 

This report Is mandatory under the Natural Gas Act, Sections 1 O(a) and 16. 
a d  18 CFR 260 1 Failure to report may result in criminal fines. civil penalties 
and other sanctions as provided by law The Federal Energy Regulatory 
Commfssian does not codder this report to be of a confidential nature 

FERC'FORM NO. 2 (12-96) I 
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ADDITIONAL INFORMATION TO BE FURNISHED W I T H  

ANNUAL REPORT 
199s 

GAS UTILITIES - CLASS A & B 

Please f u r n i s h  the following information, f o r  Kentucky Operations 
and attach to your annual report. 

Name o f  Counties i n  which you f u r n i s h  Gas Service: 

Bath, Bell, Bourbon, Clay, Fayette,Jackson, Jessamine, Knox, Laure 

Lee, Leslie, Madison, Menifee, Montgomery, Powell, Rowan and Whitley - 

4 -. . 

e -  



ADDITIONAL INFORMATION TO BE FURNISHED WITH 

ANNUAL REPORT 
1998 

GAS PURCHASES 
(Accounts 800, 801, 802, € 

Name o f  Seller and Acct. No. 

Columbia Gas Transmission 

Columbia Gulf 

. (Tat) Duke Energy(E1 Paso) 

(NE) Dynegy 

Wiser Oil e Duke Energy (El Paso) 

Delta Rresources 

Deltran 
4 .-: 

.Enpro 

Equitable Resources 

SUB TOTAL 

. .  

Storage - Pioneer 
Storage - Canada Mountain 

TOTAL . ' .  

. .  

(1) Transportation Fee 
f2) Reservation Charge 
(3) Adjustment for prior year @ 

c 

1, 804, 804.1, 805 

Gas 
Purchased - Mcf 

567 , 735 

443 , 632 

952,459 

2 , 396 , 097 

(2) 

223 , 063 

(3) 

4,582,.986 
. . I *  

4,822 

(639 , 029) 
3,948 , 779 

805.7 , 805.2) 

C o s t  o f  Gas 

154 , 331 

192 , 592 

1,464,335 

1,404,772 

1,492 , 142 

2,406,930 

6,034,773 

2,146,757 

524 , 198 

(8 , 846) 
15,811,984 

819 

- (1,510,520)- 
i 14,302,283 



- -  . 

1. 

2. 

PUBLIC SERVICE COMMISSION OF KENTUCKY 
PRINCIPAL PAYMENT AND INTEREST INFORMATION 

FOR THE YEAR ENDING DECEMBER 31, 1 9 ~ 8  

Amount of P r i n c i p a l  Payment d u r i n g  c a l e n d a r  y e a r  $ 385,777 

Is P r i n c i p a l  c u r r e n t ?  ( Y e s )  X (No) 

Is I n t e r e s t  c u r r e n t ?  (Yes)  X (No) 

SERVICES 'PERFORNED BY 
INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT 

A r e  your  f i n a n c i a l  s t a t e m e n t s  examined by a C e r t i f i e d  P u b l i c  

If y e s ,  which service is pe r fo rmed?  

Accountant?  YES X NO 

Audi t  X 

Compi l a t ion  

Review 

P l e a s e  enclose a copy of t h e  a c c o u n t a n t ' s  r e p o r t  w i t h  a n n u a l  
r e p o r t .  



I 
- 

ck appropriate box: 

signed form 

0 Conformsdcopy 

Form Approved 
OMB No 1902-0028 
(Expires 12/31/98) 

FERC FORM NO. 2: 
ANNUAL REPORT OF MAJOR NATURAL 

GAS COMPANIES 

L 

This report is mandatory under the Natural Gas Act, Sections 1 O(a) and 16, 
and 18 CFR 260 1 Failure to report may result in aiminal fines. civil penalties 
and other sanctions as provided by law The Federal Energy Regulatory 
Commission dues not consider this report to be of a confidential nature 

Exact Legal Name of Respondent (Company) ..Year of Report I 
I Delta Natural Gas Company, Inc. 

Dec. 31?8- 

* .  

FERC FORM NO. 2 (72-96) 



INSTRUCTIONS FOR FILING THE 
FERC FORM NO. 2 

GENERAL INFORMATION 
. . .  

I 

I1 

111 

Purpose 

This form is designed to collect financial and operational information from. major interstate natural gas . 
companies subject to the jurisdiction of the Federal Energy Regulatory Commission This report is a 
nonconfidential public use form 

Who Must Submit 

Each Major natural gas company which meets the filing requirements of 18 CFR 260 1 must submit this 
form 
NOTE: Major means having combined gas transported or stored for a fee exceeding 50 million Dth in each 
of the 3 previous calendar years 

What and Where to Submit 

(a) Submit the electronic medium in accordance with the procedures specified in 18 CFR § 385 201 1 
and an original and four (4) copies of this form to: 

Office of the Secretary 
Federal Energy Regulatory Commission 
Washington, DC 20426 

Retain one copy of this report for your files 

(b) Submit immediately upon publication, four (4) copies.of the latest annual report to stockholders and 
any annua/ financial or statistical report regularly prepared and distributed to bondholders, security 
analysts, or industry associations. (Do not include monthly and quarterly reports Indicate by 
checking the appropriate box on page 3, List of Schedules, if the reports to  stockholders will be 
submitted or if no annual report to  stockholders is prepared 1 Mail these reports to: 

< 

Chief Accountant 
Federal Energy Regulatory Commissiqn 
Washington, DC 20426 

(c). - ’ For the CPA certification, submit with the original submission of this form, a letter or report (not 
applicable to respondents dassified as Class C or Class D prior to January 1, 1984) prepared in 
conformity with current standards of reporting which will: 

( i )  contain a paragraph attesting to the conformity, in all material respects, of the schedules 
listed below with the Commission‘s applicable Uniform System of Accounts (including 
applicable notes relating thereto and the Chief Accountant’s published accounting releases), 
and 

FERC FORM NO. 2 (72-96) Page i 



GENERAL INFO RMATlO N 

.*-\ (ii) be signed by independent certified public accountants or independent licensed public 
accountants, certified or licensed by a regulatory authority of a State or other political 
subdivision of the United States (See 18 CFR 158 10-1 58 12 for specific qualifications 1 

f !  

Schedules 
Reference 

Paqes 

Comparative Balance Sheet 110-1 13 
Statement of Income 714-116 
Statement of Retained Earnings 118-119 
Statement of Cash Flows 7 20-1 21 
Notes to Financial .Statements 122 

Insert the letter or report immediately following the cover sheet of the original and each copy of this form 

(d) Federal, State and Local Governments and other authorized users may obtain additional blank copies 
to meet their requirement free of charge from: 

Public Reference and Files Maintenance Branch 
Washington, DC 20426 
(202) 208-2356 

IV. When to Submit 

Submit this report form on or before April 30th of the year following the year covered by this report. 

Where to Send Comments on Public Reporting Burden 
e 
V. 

The public reporting burden for this collection of information is estimated to  average 2,475 hours per 
response, including the time for reviewing instructions, searching existing data sources, gathering and 
mgntaining the data needed, and completing and reviewing the collection of information Send comments 
regarding this burden estimate or any aspect of this collection of information, including suggestions for 
reducing this burden, to the Federal Energy Regulatory Commission, Washington, DC 20426 (Attention: 
Michael Miller, €0-12 4), and to the Office of Information and Regulatory Affairs Office of the Management 
and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal Energy Regulatory 
Commission). 

You shall not be penalized for failure to respond to this collection of information unless the collection of 
information displays a valid OMB control number. 

. .  

J 

FERC FORM NO. 2 (12-96) Page ii 



GENERAL INSTRUCTIONS 

II 

Ill. 

IV. 

V. 

VI 

0 
Vlll 

IX 

X; 

XI 

XII. 

Xlll 

Prepare this report in conformity with the Uniform Systems of Accounts (18 CFR 201)(u s Of A 1 
Interpret all accounting words and phrases in accordance with the U S of A. 

Enter in whole numbers (dollars or Dth) only, except where otherwise noted (Enter Cents for averages and 
figures per unit where cents are important ) The truncating of cents is allowed except on the four basic 
financial statements where rounding to dollars is required The amounts shown on all supporting pages 
must agree with the amounts entered on the statements that they support. When applying thresholds to 
determine significance for reporting purposes, use for balance sheet accounts the balances at the end of the 
current reporting year, and use the current year amounts for statement of income accounts 

Complete each question fully and accurately, even if it has been answered in a previous annual report 
Enter the word "None" where it truly and completely States the fact. 

For any page(s1 that is not applicable to the respondent, either 

(a) 
(b) 

Enter the words "Not Applicable" on the particular page(s1, or 
Omit the page(s) and enter "NA," "NONE," or "Not Applicable" in column (d) on the List of 
Schedules, pages 2 and 3. 

Enter the month, day, and year for all dates. Use customary abbreviations The "Date of Report" at the 
top of each page is applicable only to resubmissions (see VII. below) 

Indicate negative amounts (such as decreases) by enclosing the figures in parentheses ( 1 

When making revisions, resubmit the electronic medium and only those pages that have been changed from 
the original submission. Submit the same number of copies as required for filing the form Include with the 
resubmission the Identification and Attestation, page 1 

Chief Accountant 
Federal Energy Regulatory Commission 
Washington, DC 20426 

Mail dated resubmissions to: 

Provide a supplemental statement further explaining accounts or pages as necessary. Attach the 
supplemental statement (8 7/2 by 11 inch size).to the page being supplemented Provide the appropriate 
identification information, including the title(s) of the page and the page number supplemented 

Do not make references to reports of previous years or to  other reports in lieu of required entries, except as 
specifically authorized 

Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon 
those shown by the annual report of the previous year, or an appropriate explanation given as to why the 
different figures were used 

Report all gas volumes in MMBtu and Dth 

Respondents may submit computer printed schedules (reduced to  8 1 /2 x 1 1) instead of the schedules in 
the FERC Form 2 if they are in substantially the same format 

Report footnotes on pages 557 and 552 Sort data on page 551 by page number. Sort data on page 552 
by footnote number The page number component of the footnote reference is the first page of a schedule 
whether it is a single page schedule or a multi-page schedule Even if a footnote appears on a later page of 
a multi-page schedule the footnote will only reference the first page of the schedule. The first page of a 
multi-page schedule now becomes a proxy for the entire schedule For example, Gas Plant in Service 
ranges across pages 204 through 209 A footnote on page 207 would contain a page reference of 204 

FERC FORM NO. 2 (12-96) Page iii 



1 
DEFINITIONS 

8tu Der cubic foot-The total heating value, expressed in Btu, produced by the combustion, at constant 
pressure, of the amount of the gas which would occupy a volume of 1 cubic foot at a temperature of 6OoF , ,-- 

U if saturated with water vapor and under a pressure equivalent to  that of 30 inches of mercury at 3ZoF, arid :, 
under standard gravitational force (980.665 cm. per sec. 1 with air of  the same temperature and pressure as 
the gas, when the products of combustion are cooled to  the initial temperature of gas and air when the 
water formed by combustion is condensed to  the liquid state (called gross heating value or total heating 
value) 

11. Commission Authoritation-The authorization of the Federal Energy Regulatory Commission, or any other 
Commission Name the Commission whose authorization was obtained and give date of the authorization 

111. Oekatherm-A unit of heating value equivalent to  10 therms or 1,000,000 Btu 

IV Resoondent-The person, corporation, licensee, agency, authority, or other legal entity or instrumentality on 
whose behalf the report is made 

EXCERPTS FROM THE LAW 

(Natural Gas Act, 15 U.S.C. 717-717~1 
Every natural-gas company shall file with the Commission such annual and other periodic or special 

reports as the Commission may by rules and regulations or order prescribe as necessary or appropriate to assist the 
Commission in the proper administration of this act The Commission may prescribe the manner and form in which 
such reports shall be made and require from such naturalgas companies specific answers to all questions upon 
which the Commission may need information The Commission may require that such reports shall include, among 
other things, full information as to  assets and liabilities, capitalization, investment and reduction thereof, gross 

ts, interest due and paid, depreciation, amortization, and other reserves, costs of facilities, cost of 
nance and operation of facilities for the production, transportation, delivery, use, or sale of natural gas, cost 

"Sec 1O(a) 

raE of renewal and replacement of such facilities, transportation, delivery, use, and sale of natural gas. 
'Sec. 16 The Commission shall have power t o  perform any and all acts, and to  prescribe, issue, make, amend, 

and rescind such orders, rules, and regulations as it may find necessary or appropriate to carry out the provisions 
of this act Among other things, such rules and regulations may define accounting, technical, and trade terms used 
in this act; and may prescribe the form or forms of all statements declarations, applications, and reports to  be filed 
with the Chmmission, the information which they shall contain, and time within which they shall be filed " 

GENERAL PENALTIES 

'Sec 21 (b) Any person who willfully and knowingly violates any rule, regulation, restriction, condition, or 
order made or imposed by the Commission under authority of this act, shall, in addition to any other penalties 
provided by law, be punished upon conviction thereof by a fine of  not exceeding $500 for each and every day 
during which such offense occurs 

FERC FORM NO. 2 (12-96) Page iv 



01 Exact Legal Name of Respondent 

Delta Natural Gas Company, Inc. 

02 Year of Report 

Dec. 31, y8 

Same 

05 Name of Contact Person 

John F. Hall 

06 Title of Contact Person 

VP Finance - Secretary/Treasurer 

10 Date of Report 
(Mo, Da, Yr) 

3-31-99 

08 Telephone of Contact Person, Including Area 

E6 744-6171 
~~ 

AnESTATI 0 N 

09 This Report is: 

hJ An Original 

0 A Resubmission 

11 Name 

John F. Hall 

73 Signature 

T i e  1 

.jurisdiction 

U S C 1001, makes it a crime for any person knowingly and willingly to  make to any Agency or 
Depart 'jk ent of the United States any false, fictitious or fraudulent statements as to  any matter within its 

7 2 Title 

VI? Finance - Secretary/Treasurer 

14 Date Signed 
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of Respondent This Report Is: Date of Report 
0 An Original (Mo, Da, Yr) 

A Resubmission 

certain pages Omit pages where the responses are "none," "not applicable," or "NA" 

Year of Report 

Dee 31, - 

~ 

tine 
No 

38 
39 
40 
41 
42 
43 

44 
45 
46 
47 
48 

51 
52 
53 
54 
55 
56 

57 
58 
59 

60 
61 
62 
63 
64 
65 
66 
67 
68 
69 

D 70 
71 

Title of Schedule 

(al 

BALANCE SHEET SUPPORTING SCHEDULES 
(Liabilities and Other Credits)(Continued) 

Taxes Accrued, Prepaid, and Charged During Year 
Miscellaneous Current and Accrued Liabilities 
Other Deferred Credits 
Accumulated Deferred Income Taxes-Other Property 
Accumulated Deferred Income Taxes-Other 
Other Regulatory Liabilities 

INCOME ACCOUNT SUPPORTING SCHEDULES 

Gas Operating Revenues 
Revenues from Transportation of Gas of Others Through Gathering Facilities 
Revenues from Transportation of Gas of Others Through Transmission Facilities 
Revenues from Storage Gas of Others 
Other Gas Revenues 
Gas Operation and Maintenance Expenses 

Exchange and Imbalance Transactions 
Gas Used in U t i l i  Operations 
Transmission and Compression of Gas by Others 
Other Gas Supply Expenses 
Miscellaneous General Expenses-Gas 
Depreciation, Depletion, and Amortization of Gas Plant 
Particulars Concerning Certain Income Deduction and Interest 

Charges Accounts 

COMMON SECTION 

Regulatory Cammission Expenses 
Ostribution of Salaries and Wages 
Charges for Out5ide Professional and Orher Consultative Services 

GAS PLANT STATISTICAL DATA 

Compressor Stations 
Gas Storage Projects 
Transmission Lines 
Transmission System Peak Deliveries 
Auxiliacy Peaking F.acilitieS 
Gas Account-Natural Gas 
System Map 
Footnote Reference 
Footnote Text . :.? 
Stockholders' Reports (check appropriate box) 

(3 Four copies will be submitted 

0 N o  annual remrt  to stockholders is prepared 
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e of Respondent This Report Is: Date of Report 

elta Natural Gas Company, Inc. 3-31-99 . 
(Mo, Da, Yrl @ An Original 

A Res" bmission 

Kentucky 

Year of Report 

Dec. 31, 

3 If at any time dun'ng the year the property of respondent was held by a receiver or trustee, give (a) name of receiver'or trustee, (b) date 
such receiver or trustee took possession, (c) the authority by which the receivership or trusteeship was created, and (d) date when possession 
by receiver or trustee ceased 

4 

~~~~ ~~ ~ 

4 State the classes of utility and other sew-ces furnished by respondent during the year in each State in which the respondent operated 

NATURAL GAS .DISTRIBUTOR, 'STORAGE AND IfRANSPORTER 

5 Have you engaged as the principal accountant to audit your financial statements an accountant who is not the principal accountant for 
previous year's certified financial statements? v 1) 0 Yes Enter the date when such independent accountant was initially engaged 

(2)s No 

FERC FORM NO. 2 (12-96) Page 7 0 1  



Name of Respondent This Report IS: Date of Report 
[Mo, Da, Yrl D An Original 

A Resubmission 3-31-99 Delta Natural Gas Company, Inc. 0 

2 

Year of Report 

Dee 31, 
! 

4% \ -  

. .  

Line Company Name Type of Control State of 
No Incorporation 

(a) (b) (cl 

1 

FERC FORM NO. 2 (12-96) Page 102 

Percent Voting 
Stock Owned 

(dl 



of Respondent 

elta Natural Gas Company, Inc. 
I 1 I 

CORPORATIONS CONTROLLED BY RESPONDENT . 

1 Report below the names of all corp?rations, business t r ~ ~ s t s ,  and 
similar organizations, controlled directty or indirectly by respondent at 
any time during the year If control ceased prior to end of year, give 
particulars (details) in a footnote 

3 If control was held jointly with one or more other interests, state 
the fact in a footnote and name the other interests 

4 In column (b) designate type of control of the respondent as “0‘ 
for direct, an “I” for indirect, or a “J” for joint control 

2 If control was by other means than a direct holding of voting 
rights, state in a footnote the manner.in which control was held, 
naming any intermediaries involved 

DEFINITIONS 

1 See the Uniform System of Accounts for a definition of control 

‘2 Direct control is that which is exercised without interposition of 

4 Joint control is that in which neither interest can effectively 
control or direct action without the consent of the other, a5 where the 
voting control is equally divided between two holders, or each party 
holds a veto power over the other Joint control may exist by mutual 
agreement or understanding between two or more parties who together 
have control within the meaning of the definition of control in the 
Uniform System of Accounts, regardless of the relative voting rights of 
each oartv 

an intermediary 

3 Indirect control is that which is exercised by the interposition of 
an intermediary that exercises direct control 

This Report IS: Date of Report Year of Report 

3-31-99 Dec 31, - 98 
f3 An Original IMO, Da, W 

0 A Resubmission 

tine Name of Company Controlled Type of Control 
No 

(a) (b) 

Kind of Business 

(C) 

11 lGas Broker I I Delgasco, Inc. 
1 Delta Resoures, Inc. 

Percent Voting Footnote 
Stock Owned Reference 

(d) 1 (e) 

100% Direct Gas Broker 

3 

4 6  . 

5 

.. 

Transporter 100% 

P 1: odueec: 100% 

11 Deltran, Inc. 

Enpro, Inc. l t  

Tranex Corp., Inc. Transporter 100% 11 

... . 
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Name of Rewondent This Report Is Date of Report 

t a  Natural Gas C o . ,  Inc. IQ 
Year of Report 

&6r An Original 

0 A Resubmission 

(Mo, Da, Yrl 

3/31/99 
Dec 31, l998 - 

SECURITY HOLDERS AND VOTING POWERS 

1 Give the names and addresses of the 10 security holders of the 
respondent who. at the date of the latest dosing of the stock book or 
compilation of list of stockholders of the respondent, prior to the end 
of the year. had the highest voting powers in the respondent, and 
state the number of votes that each could cast on that date if a 
meeting were held If any such holder held in trust, give in a. footnote 
the known particulars of the trust (whether voting trust, etc ), 
duration of trust, and principal holders of beneficiary interests in the 
trust If the company did not close the stock book or did not compile 
a list of stockholders within one year prior to the end of the year, or i f  
since it compiled the previous list of stockholders, some other class of 
security has become vested with voting rights, then show such 10 
security holders as of the close of the year Arrange the names of the 
security holders in the order of voting power, commencing with the 
highest Show in column (a) the tides of officers and directors 
included in such list of 10 security holders 

rights and give other important details concerning the voting rights of 
such secur-q State whether voting rights are actual or contingent; if 
contingent, describe the contingency 
3 If any class or issue of security has any special privileges in the 

election of directors, trustees or managers, or in the determination of 
corporate action by any method, explain briefly in a footnote 
4 Furnish details concerning any options, warrants, or rights 

outstanding at the end of the year for others to purchase securities of 
the respondent or any securities or other assets owned by the 
respondent, including prices, expiration dates, and other material 
information relating to exercise of the options, warrants, or rights 
Specify the amount of such securities or assets any officer, director, 
associated company, or any of the 10 largest security holders is 
entitled to  purchase This instruction is inapplicable to convertible 
securities or to any securities substantially all of which are 
outstanding in the hands o f  the general public where the options, 
warrants, or rights were issued on a prorata basis 2 If any secur-q other than stock carries voting rights, explain in a 

1 Give date of the latest closing of the 
stock book prior to end of year, and, in a 

supplemental statement how such security became vested with voting 
I 

2 State the total number of votes cast at the latest 
general meeting prior to the end of year for election of 

3 Give the date and place of such 

meeting: N ~ ~ .  19 , 1998 
footnote, state the purpose of such closing: directors of the respondent and number of such votes 

cast by proxy 
November 19, 1998 - Annual I Totak 

k T t a  Natural Gas Co., 

Line 
No 

- 
5 

134 , 581 
134,581 

6 

7 

- 
- 
8 -  
9 
10 
11 
12 
13 
14 
15 
16 
17 

- 

Inc . ,  3617 Lexington Rc 
Winchester, KY '40391 

Name (Title) and Address of 
Security Holder 

(a) 

TOTAL votes of all voting securities 

TOTAL number of security holders 

TOTAL votes of security holders listed below 

Cede & C o .  
% Depository Trust Co. 
Bowling Green Seation 
P.  0. Box 863 
New York, NY 10274 

Harrison D. P e e t  
, (Director) 
374 Crescent Ave. 
W - i . n t - m  KY 40391 

(see attached sheet) 

FERC FORM NO. 2 (12-96) 

VOTING SECURITIES 
4 Number of votes as of (date): 

1 

Total Votes 

(b) . 

2,387,989 

1,763,572 

1,674,213' 

18,156 

~ 

Page 107 

Common Stock I Preferred Stock 

2,387,989 =I= 
1,763,57.2. 

1,674,213 

18,156 

Other 

(e) 



Name of Respondent This Report Is: 
GI An Original 

0 A Resubmission 
a N a t u r a l  G a s  C o m p a n y ,  Inc. 8 

Date of Report 
(MO, Da, Yrl 

Year of Report 

3-31-99 Dec. 3 1 , ~  . 

IMPORTANT CHANGES DURING THE YEAR 

Give details concerning the matters indicated below Make the 
statements explicit and precise, and number them in accordance with 
the inquiries Answer each inquiry Enter "none" or -not applicable' 
where applicable If the answer is given elsewhere in the report, refer 
to the schedule in which it appears 

the actual consideration and state from whom the franchise rights were 
acquired If the franchise rights were acquired withoutthe payment of 
consideration. state that fact 

merger, or consolidation with other companies: Give names of 
companies involved, particulars concerning the transaaions, name of 
the Commission authorizing the transaction, and reference to 
'Commission authorization 

the property, and the related transactions, and cite Commission 
authorization, i f  any was required Give date journal entries called for 
by Uniform System of Accounts were submitted to the Commission 
4 Important leaseholds (other than leaseholds for natural gas lands) 

that have been acquired or given, assigned or surrendered: Give 
effective dates. lengths of terms, names of parties, rents, and other 
conditions State name of Commission authorizing lease and give 
reference to such authorization 

5 Important extension or reduction of transmission or distribution 
system: State territory added or relinquished and date operations began 

sed and cite Commission authorization, if any was required 
also the approximate number of customers added or lost and 

1 Changes in and important additions to franchise rights: Describe 

2 Acquisition of ownership in other companies by reorganization, 

3 Purchase or sale of an operating unit or system: Briefly describe 

annual revenues of each dass of service 

Each natural gas company must also state major new continuing 
sources of gas made available to  it from purchases, development, 
purchase contract or otherwise, giving location and approximate 
total gas volumes available, period of contracts, and other parties to 
any such arrangements, etc 
6 Obligations incuned or assumed by respondent as guarantor for 

the performance by another of any agreement or obligation, 
including ordinary commercial paper maturing on demand or not later 
than one year after date of issue: State on behalf of whom the 
obligation was assumed and amount of the obligation Cite 
Commission authorization i f  any was required 

7 Changes in articles of incorporation or amendments to charter: 
Explain the nature and purpose of such changes or amendments 

8 State the estimated annual effect and nature of any important 
wage scale changes during the year 
9 State briefly the status of any materially important legal 

proceedings pending at the end of the year, and the results of any 
such proceedings culminated during the year 

respondent not disclosed elsewhere in this report in which an officer, 
director, security holder, voting trustee, associated company or 
known assoaate of any of these persons was a party or in which 
any such person had a material interest 

important rate changes: State effective date and approximate 
amount of increase or decrease for each revenue classification 
State the number of customers affected 

10 Describe briefly any materially important transactions of the 

11 Estimated increase or decrease in annual revenues caused by 

NOTHIN$ TO REPORT 
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Aahur E Walker, Jr. 
(Director) 
P. 0. Box 308 
M t  Sterling, KY 40353 

Virgil E. Scott 
(Director) 
213 Ivy Lane 
Winchester, KY 40391 

John D. Harrison 
(D t-ec to r) 
1106 Maple Street 
Stanton,KY 40380 

William S. Stewart 
P. 0. Box 980 
Pinede,KY 40977 

Jane Hylton Green 
(Director) 
103 Windridge Drive 
Winchester, KY 40391 

< 

Glenn R Jennings 
(Director) 
9 Fairway Drive 
Berea,KY 40403 

Roger A Byron 
(Director) 
112 Court Street 
owingSVde,KY 40360 

Henry C. Thompson 

304 Beacon Hill Drive 
Nicholasville, KY 40356 

(Director) 

13,530 

12,542 

11,012 

10,000 

7,194 

G,G1 G 

5,893 

4,416 
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Name of Respondent This Report Is: Date of Report 

a Natural Gas Company, Inc. * Year of Report 
6?1 An Original I 0 " A Resubmission 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS) 
Line Title of Account 
No Page Number of Current Year of Previous Year 

1 
Reference Balance a t  End Balance a t  End 

(in dollars) (in dollars) 
(cl 

i (Mo, Da, Yrl 
3-31-99 Dec 31,= 

4 

5 
6 

TOTAL Utility Plant (Total of lines 2 and 3) 

(Less) Accum Provision for Depr , Amott , Depl (1 08, 1 1 1, 1 15) 
Net Utility Plant (Total of line 4 less 5) 

' 

7 
8 

9 

- - 

200-201 121,141,284 114,379,008 
33,459,760 30,066,390 
87,681,524 84,312,618 

10 

28 
29 
30 

31 

11 

Special Deposits (132-134) 

Working Funds (135) 7,325 31,325 
Temporary Cash Investments (1 36) 222-223 

Notes Receivable (1 41) 134,000 122,000 

12 

13 
14 

15 

- 
- 
- 

33 

34 

35 

36 

37 

38 
39 

' Nuclear Fuel (120 1 thru 120 4, and 120 6) 

(Less) Accum Provision for Amort , of Nuclear Fuel Assemblies (1 20 5) 
Nuclear Fuel (Total of line 7 less 8) 

Net Utility Plant (Total of lines 6 and 9) 87 h81 5 7 1  8L 117 h l R  
Utility Plant Adjustments (1 16) 

Gas Stored-Base Gas (1 17 1) 220 4.046.127 4.046.127 
System Balancing Gas (1 17 2) 220 

Gas Stored in Reservoirs and Pipelines-Noncurrent (1 17 3) 220 
Gas Owned to System Gas (1 17 41 . 220 

122 

Other Accounts Receivable (1 43) 
(Less) Accum Provision for Uncollectible Accounts - Credit (144) 

Notes Receivable from Associated Companies (145) 

Accounts Receivable from Associated Companies (1 46) 334,410 1,207,705 
Fuel Stock (151) 

Fuel Stock Expenses Undistributed (1 52) 
Residuals (Elec) and Extracted Products (Gas) (1 53) 

(155, / /31 (83,641) 

19 

I Plant Materials and Operating Supplies (1 54) . .  

Merchandise (1 55) 

42 Other Materials and Supplies (1 56) . 
43 Nuclear Materials Held for Sale (1 57) 

20 

458,155 689,565. 

1 

21 

22 

23 

24 
25 

- 
- 

(Less) Accum Provision for Depreciation and Amortization (1 22) 

Investments in Subsidiary Companies (1 23 1) 224-225 1.131.650 960,351 
(For Cost of Account 123 1 See Footnote Page 224, line 40) 

(18.592) (18,592) I 
Investments in Associated Companies (1 23) 222-223 

1 Noncurrent Portion of Allowances 
O t k r  Investments (1 24) 222-223 

Special Funds (1 25 thru 128) 348,790 330,913 
1,480,440 1 1,291,264 TOTAL Other Prooertv and Investments (Total of lines 17-20, 22-24) 

~ ~~ 

32 1 Customer Accounts Receivable (142) I I .1,911,181 I 3,4 
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Name of Respondent 

Ita Natural Gas Company, Inc. 

This Report  Is: 
a An Original 

c] A Resubmission 

Date of Report 
(Mo, Da, Yrl 

Year of Report 

3-31-99 Dec 3 1 , s  

t ine 
No . 

44 

45 

Balance a t  End 
of Previous Year 

(in dollars) 
(d) 

Title of Account Reference Balance at End 
Page Number of Current Year 

(in dollars) 
(a1 (b) (C) 

Allowances (158 1 and 158 2) 
(Less1 Noncurrent Portion of Allowancem 

I I I 
~ ~~ ~ 

46 I Stores Expense Undistributed (163) 

Advances for Gas (1 66 thru 167) 
Interest and Dividends Receivable (1 71) 

Rents Receivable (172) 
Accrued Utility Revenues (1 731 
Miscellaneous Current and Accrued Assets (1 74) 

TOTAL Current and Accrued Assets (Total of lines 27 thru 54) 

~ 

47 I Gas Stored Underground-Current (164 1) I 220 1 '  3,364.902 I 1 ,855 ,202  
48 I Uquefied Natural Gas Stored and Held for Processing (164 2 thru 164 3) 1 220 . .  

~ 

7,293,605 . 8,039,203 

49 I Prepayments (165) I 230 I 824,351 I 384,775 

58 

50 
51 

52 
53 

54 

55 

- 
- 
- 
- 
- 

I 1 

Extraordinary Property Losses (1 82 1) 

Unrecovered Plant and Regulatory Study Costs (1 82 2) 
Other Regulatory Assets (1 82 3) 

230 
230 
232 

I P r e l i m i m  Survey and Inveaat ion Charges (Electnc)(l83) 
. I 

I - - 
62 I Preliminary Survey and lnvembation charaes (GasI(l83 1 and 183 21 I I 1 
63 

64 
65 

66 
67 
68 
69 

70 

- - 
Clearing Accounts (1 84) (5,826) 24 , 468 
Temporary Faciries (1 85) 

221,855 299,730 MisceUaneouslh?ferred Debts (1861 ' 233 
.Deferred Losses from Disposition of utility Plan! (1 87) 
Research, Development, and Demonstration Expend (1 88) 
Unamortized Loss on Reacquired Debt (1 89) 
Accumulated Deferred Income Taxes (1 90) 
Unrecovered Purdmsed Gas Costs (191) 1,354.892 3-Iph,665 

234-235 

FERC FORM NO. 2 (12-96) Page 111 

71 
72 . 

TOTAL Deferred Debits (Total of lines 57 ttrrU 70) 
TOTAL Assets and Other Debits (Total of lines 10-1 5,25,55,and 71) 

5,221,094 . 6,718,163 
,l05,722,790 104,407,375 



Name of Respondent 

Gd An Original 

A Resubmission 

Ita Natural Gas Company, Inc. e I (Mo, Da, Yrl 
3-31-99 Dec 31,* .~ 

I This Report Is: I Date of Report I Year of Report I 

Common Stock Issued (201) 

Preferred Stock Issued (204) ' 

250-251 2,394,633 2,361,922 
250-251 

- 
Line 
No 

- 
1 

Capital Stock Subscribed (202, 205) 

Stock Liability for Conversion (203, 206) 

2 

3 
- 

.. .-- - - -  ... -.. . .  . - .  . . . _ .  . . .  252 _'.. . . 
252 

4 

5 

6 

- 
- 

Other Paid-In Capital (208-21 1 ) 

Installments Received on Capital Stock (212) 

7 

8 

9 

- 
- 

253 

252 59,484 58,907 

10 

(Less) Discount on Capital Stock (21 3) 

(Less) Capital Stock Expense (214) 

Retained Earnings (21 5, 21 5 7 ,  21 6) 

Unappropriated Undistributed Subsidiaw Earnings.(j! 16 1 ) 

11 

12 

13 

- 
- 

. .  254 

254 (1,917,020) (1,917,020). 
118-119 (326,040) . 322,201' 
118-119 131.651 (39.648 1 

14 

E 17 

- 
18 

19 

20 

21 

22 

- 
- 
- 
- 

(f e&) Reacquired Bonds (222) 

Advances from Associated Companies (223) 

Other Long-Term Debt (224) 

(fess) Unamortized Discount on Long-Term Debt-Or (226) 

UFmonized Rernium on Long-Term Debt (225) 

23 

256-257 

256-257 

256-257 1,400,000 1,400,000 
258-259 

258-259 (i6s,i55) .(248,404) 
1 

~- ~~ 

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS) 
1 Title of Account Reference Balance at End Balance at End 

Page Number of Current Year of Previous Year 
(in dollars) (in dollars) 

(C) (d) 

25 

26 

27 

28 

Obligations Under Capital Leases-Noncurrent (227) 

Accumulated Provision for Property Insurance (228 11 

Accumulated Provision for Injuries and Damages (228 2) 

Accumulated Provision for Pensions and Benefits (228 3) 

29 

30 

Premium on Capital Stock (2071 252 I 28,.068,588 127,528,243 I 

~~ ~~ ~ ~ 

. Accumulated Miscellaneous Operating Provisions (228 4) 

Accumulated Provision for Rate Refunds (229) 

(Less) Current Portion of Long-Term Debt I I I 
TOTAL Lona-Ten Debt (Total of lines 16 thru 22) 151,757,845 137,976,596 

31 I TOTAL Other Noncurrent Liabilities (Total of'lines 25 thru 30) ' i I 1 1 
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I Name of Respondent 

41 

42 

43 

I This Report Is: I Date of Report I Year of Rennrt I 

Dividends Declared (238) 

Matured Long-Term Debt (239) 

Matured Interest (240) 

- - ~ - . .  . M ta Natural Gas Company, Inc. An Original 

0 A Resubmission 

I 
I I 378- 

1-99 
1 I I 

. COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITWContinued) 

I I 83.286 44 I Tax Collections Payable (241) 
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I Name of Respondent This Report Is: 
An Original 

0 A Resubmission 
ta Natural Gas Company, Inc. le 

Date of Report 
(Mo, Da, Yrl 

Year of Report 

3-31- 9 9 Dec. 3 1 , ~  

13 

14 

15 

16 

’ 17 

I I i 
i 

STATEMENT OF INCOME FOR THE YEAR 

1 Report amounts for accounts 41 2 and 41 3, Revenue and 2 Report amounts in discount 41 4, Other Utility Operating Income, 

3 Report data for lines 7, 9, and 10  for Natural Gas companies 
Expenses from Utility Plant Leased to Others, in another utility column 
(i,j) m a similar manner to a utility depanment Spread the amount(s) 
over lines 2 thru 24 as appropriate Include these amounts in columns 
(c) and (d) totals 

in the same manner as accounts 41 2 and 41 3 above 

using accounts 404 1, 404 2,404 3, 407 1, and 407 2 

Taxes Other than Income Taxes (408 11 262-263 1,223,848 1,151,827 
Income Taxes-Federal (409 1) 262-263 875,125 491.915 
Income Taxes-tOther (409 1) 262-263 199,300 (31,740) 
‘Fovision of Deferred Income Taxes (41 0 1) 234-235 (29,700) 516,700 
(Less) Provision for Deferred Income Taxes-Credit (41 1 1) 234-235 

T i e  of Account 

19 

20 . . 

Reference Total Total 
Page Number Current Year Previous Year 

(in dollars) (in dollars) 

(Less) Gains from Disposition of U t i l i  Plant (41 1 6) 

Losses from Disrnsition of U t i l i  Plant (41 1 7 )  

I 2 I Gas Operating Revenues (400) I 300-301 I 34,857,742 I 39,185,262 

21 . 
2.2 

23 

24 

4 Operation Expenses (401 1 31 7-325 1 22,332 , 912 27 ,.652,939 
5 Maintenance Expenses (402) 31 7-325 I 542 , 182‘ 590,629 

(Less) Gains from Disposition o f  Allowances (41 1 81 

Losses from Disposition of Allowances (41 1 9) 

TOTAL Utili Operating Expenses (Total of lines 4 thru 22) 28,643,071 33,437,257 - 
6,214,671 5,748,005 Net Utili Operatihg Income (Total of lines 2 less 23) 

(Carry forward to oage 11 6, line 25) ’ 

6 Depreciation Expense (403) 336-338 3,569,891 3,134,643 
7 Amortization and Depletion of U t i l i  Plant (404-405) 336-338 953 740 

~~ 

F - l p A m o & t i o n  of Utility Plant Acu Adjustment (406) I 336-338 I : I  
9 

10 

Amort of Prop Losses, Unrecovered Plant and Reg Study Costs (407 1) 

Amortization of Conversion Expenses (407 2) 

Regulatory Debits (407 3) 

(Less) Regulatory Credits (407 4) I I 

I 

18 Investment Tax Credit Adjustment-Net (41 1 4) . I I (70,950) I (70,400) 
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I I I I 

~~ 

I Name of Respondent 

~ ~~ 

18 

19 

. .  20 

. 21 

22 

23 

24 

Ita Natural Gas Company, Inc. 'e . .  

I This Report Is: . I Date of Report I Year of Reoort 

'Dec  3 1 , s  I An Original [Mo, Da, Yrl 
' I 3-31-99 I 0 A Resubmission 

I 1 I 

STATEMENT OF INCOME FOR THE YEAR (Continued) 

4 Explain in a footnote if the previous year's figures are different 5 If the columns are insufficient for reporting additional utility 
departments, supply the appropriate account titles, lines 2 to 23. and 
report the information in the blank space on page 122 or in a 
supplemental statement 

from those reported in prior report; 

* ELECTdiCUTlUTY . . GAS umw OTHER UTILITY 

clrnent Year Previous Year Current Year Previous Year Current Year Previous Year 
(in dollars) (in dollars) (in dollars) (in dollars) (in dollars) . (in dollars) tine 

. (e) . . .. (0 til NO 

I I . .  I .  I I 2  

6 
7 

9 

10 

11 

12 

13 

14 I 
15 

16 

17 

. L  

- 
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Name of Respondent  

Ita Natural Gas Company, Inc. 0 
This Report  Is: Da te  of Report  Year of Report  

Dec. 31, 98 
(MO, Da, Yrl An Original 

. 0 A Resubmission 3-31-99 

STATEMENT OF RETAINED EARNINGS FOR THE YEAR 

1 Report all changes in appropriated retained earnings, 3 State the purpose and amount for each reservation or 
appropriation of retained earnings 
4 List first Account 439, Adjustments to Retained Earnings, 

reflecting adjustments to the opening balance of retained earnings 
Foiiow by credit, then debit items, in that order 

5 Show dividends for each class and series of capital stock 

unappropriated retained earnings, and unappropriated undistributed 
subsidiary earnings for the year 

2 Each credit and debit during the year should be identified as to 
the retained earnings account in which recorded (Accounts 433, 436- 
439 inclusive) Show the contra primary account affected in column 
(bl 
Line Item Contra Primary Current Year 
No Account Affected Amount Amount 

Previous Year 

(in dollars) (in dollars) 
(a1 

I . ~ .  
I I I N A D O R n D R I A T C n  RE 

_ -  

3 09 Credit: 
3 05 Credit: 
4 TOTAL Credits to Retained Earnings (Account 439) 

(Total of lines 3 01 thru 3 ?) 
4 01 Debit: 

Debit: 
Debit: I 

A 0 6  Debit! 

I 

904 
10 TOTAL Dividends DeciaredPreferred Stock (Account 437) 

(Total of lines 9 01 thru 9 7) 

11 01 
11 02 
11 03 
11  04 

2,709 , 382 2,671,092 TOTAL Dividends Deciared-Common Stock (Account 438) 
lTatal af lines 11 01 thru 11 7) 

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

1 Transfers from Account 21 6 1, Unappropriated Undistributed I 1 I I 
Subsidiary Earnings I I I 

14 Balance-End of Year (Total of lines 1. 4, 5, 6. 8,10,12,and13) I (326,040) I 322,201 J 

FERC FORM NO. 2 (12-96) Page 118 



Name of Respondent This Report Is: Date of Report 
(Mo, Da, Yrl [9 An Original 

0 A Resubmission 
ta Natural Gas Company, Inc. 3-31-99 

STATEMENT OF RETAINED EARNINGS FOR THE YEAR 

6 Show separately the State and Federal income tax effect of items 7 Explain in a footnote the basis for determining the amount 
shown in Account 439, Adiustrnents to Retained Earnings reserved or appropriated If such reservation or appropriation is to be 

recurrent: state the number and annual amounts to be reserved or 

Year of Report 

Dec 3 1 , ~  

tine 
No 

Item Current Year 
Amount 

(in dollars1 
(b) (a) 

15 01 
15 02 
15 03 
15 04 
15 05 
15 06 

6 - 

Previous Year 
Amount 

(in dollars) 
(d 

.. 

I 

! TOTAL Appropriated Retained Earnings-Amortization 
Reserve, Federal (Account 21 5 1) 

TOTAL Appropriated Retained Earnings 
(Accounts 21 5,215 1) 
(Total of lines 16 and 17) 

TOTAL Retained Earnings (Accounts 21 5,215 1,216) 
(Total of lines 14 and 18) (326,040) 322,201 

U~JAPPROW~ATED UNDlSTRlBUTrO SUBSIDIARY EARNINGS (Account 21 6 1) 

(39,648) blance-6eginning of Year (Debit or Crediit) 

455,184 m u ~  in Earnings for Year (Credit) (ACCOU~~ 41 8 1) 

ILeSs) D i e &  Received (Debit) 

other Changes (Explain) . 283,885 
131 651 ’ 

BalanceEnd of Year 1 I 

- 935,407 
410,857 

1,385,912 
(39,648) 

I 
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.bd An Original [Mo, Da, Yrl 
3-31- 9 9 - 0 A Resubmission 

Year of Report 

Dec 31, 98 

5 01 
5 02 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 

(Less) Undistributed Earnings from Subsidiary Companies 
Other: Unrecovered gas cost (2.441: 7731 7 . 0 5 1  - 188 

Deferred Income Taxes (Net) 98,925 (473.275) 
Investment Tax Credit Adjustments (Net) 
Net (Increase) Decrease in Receivables 1.580 1 4 5  (1  -14h.5371 
Net (Increase) Decrease in Inventory 1,278,290 (1;511;663) 
Net (Increase) Oecrease in Allowances Inventory 
Net Increase (Decrease1 in Payables and Accrued Expenses 
Net (Increase) Decrease in Other Regulatory Assets 
Net Increase (Decrease) in Other Regulatory Liabilities 
(Less) Allowance for Other Funds Used During Construction 

(1 & 4 4 8 )  935.582 

1 

1 

21 I Construction and Acquisition of Plant (including land): 

26 (Less) Allowance for Other Funds Used During Constluction 1 
27 Other: Construction work in Drogress l (6.744-3761 5 5Q 
27 01 
27 02 
28 Cash Outflows for Plant (Total of lines 22 UIN 27 ?) 6 762 276 11 - 63 

I 

33 I Investments in and Advances to  Assoc and Subsidiary Companies 

I 
38 I Purchase of Investment Securities (a) 1 

36 I Associated and Subsidiary Companies 1 
37 I 

I 1 

I Proceeds from Sales of Investment Securities (a) 1 1 1 

FERC FORM NO. 2 (12-96) Page 120 
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Ita Natural Gas Company, Inc. i. 
This Report Is 

An Original 

A Resubmission 

Current Year Amount 
(b) 

Line 
No (a) 

DESCRIPTION (See Instructions for Explanation of Codes) 

STATEMENT OF CASH FLOWS IContinued) 

Previous Year Amount 
(C) 

(Mo, Da, Yr) 
3-31-99 Dec 31, CJ& 

Net (Increase) Decrease in Receivables 
Net (Increase) Decrease in Inventory 
Net (Increase) Decrease in Allowances Held for Speculation 
Net Increase (Decrease) in Payables and Accrued Expenses 
Other: 

I 
I 

1 

40 I Loans Made or Purchased I 36,""U I 3 2 ,  OUO 
I 24,000 24,000 41 I Collections on Loans 

42 
43 
44 
45 
46 
47 

P 

53 
54 
55 
56 
56 01 
57 
58 
58 01 
58 02 
59 
60 
61 
62 
63 
64 
65 
65 01 
66 
67 
68 
69 
70 
71 
72 

Net Cash Provided by (Used in) Investing Activities 

Low-Term Debt (b) Loeg-Term Debt (b) E3,797,796 I E3,797,796 I 
Preferred Stock 
Common Stock 5 

< 

Net Increase in Short-term Debt (c) . 11.605.000 
Other: 

I * ash Provided by Outside Sources (Total of lines 1 
1 

Common Stock I I 
Other- 

I I 
cu 9 365 Y 000 I Net Decrease in Short-Term Debt (c) 

i Cash and Cash Equivalents at End of Year I 422,379 I 444.403 



Name of Respondent 

Delta Natural Gas Company, Inc. 

NOTES TO FINANCIAL STATEMENTS 

1 
and 
Statement of Cash Flow. or any account thereof Classify the disclosures according to each financial statement, providing a subheading for 
each statement except where a disclosure is applicable to more than one statement The disclosures must be on the same subject maners and 
in the same level of detail that would be required if the respondent issued general purpose financial statements to the public or shareholders 

Provide important disclosures regarding the Balance Sheet, Statement of Income for the Year, Statement of Retained Earnings for the Year, 

This Report Is: Date of  Report Year of Report 

3-31-99 Dec 3 1 , a  
An Original (Mo, Da, Yrl 

0 A Resubmission 

2 Furnish details as to any significant contingent assets or liabilities existing at year end, and briefly explain any action initiated by the 
Internal Revenue Service involving possible assessment of additional income taxes of material amount, or a claim for refund of income taxes of 
a material amount initiated by 
the utility Also, briefly explain any dividends in arrears on cumulative preferred stock 

3 Furnish details on the respondent's pension plans, post-retirement benefits other than pensions (PBOP) plans. and post-employment benefit 
plans as required by instruction no 1 and, in addition, disclose for each individual plan the current year's cash contributions Furnish details on 
the accounting for the plans and any changes in the method of accounting for them. Include details on the accounting for transition obligations 
or assets, gains or losses, the 
amounts deferred and the expected recovery periods Also, disclose any current year's plan or trust curtailments, terminations, Kransfers, or 

reversions of assets 

4 Where Account 189, UnamortiIed Loss on Reacquired Debt, and 257. Unamortized Gain on Reacquired Debt. are not used, give an 
explanation, providing the rate treatment given these item See General Instruction 17 of the Uniform System of Accounts 

5 Explain concisely any retained earnings restrictions and state the amount of retained earnings affected by such restrictions 

6 Disclose details on any significant financial changes during the reporting year to the respondent or the respondent's consolidated group 
that directly affect the respondent's gas pipeline operations, including: sales, transfers or mergers of affiliates, investments in new partnerships, 

of gas pipeline facilities or the sale of ownership interests in the gas pipeline to limited partnerships, investments in related industries (i e , 
uction, gathering), major pipeline investments, acquisitions by the parent corporation(s), and distributions of capital 

7 Explain concisely unsettled rate proceedings where a contingency exists such that the company may need to refund a material amount to 

I); 
the utility's customers or that the utili may receive a material refund with respect to  power or gas purchases State for each year affected tht 
gross revenues or costs to which the contingency relates and the tax effects and explain the major factors that affect the rights of the utility to 
retain such revenues or to recover amounts paid with respect to power and gas purchases 

8 Explain concisely significant amounts of any refunds made or received during the year resulting from settlement of any rate proceeding 
affecting revenues received or costs incurred for power or gas purchases, and summarize the adjustments made to balance sheet, income, and 
expense accounts 

9 Explain concisely only those significant changes in accounting methods made during the year which had an effect on net income, including 
the basis of allocations and apportionments from those used in the preceding year Also give the approximate dollar effect of such changes 
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03/ 3 1 / 99 

Name of Respondent * Year Ending 

Dec 31, 1998 ... 

This Report Is: 

An Original 

28 
29 
30 
31 

: 32 
: 33 

DELTA NATURAL GAS COMPANY, I N C .  1 AResubmission 

Depreciation 

Amortization 

TOTAL Held for Future Use (Total of lines 28 and 29) 

Abandonment of Leases (Natural Gas) 

Amortization of Plant Acquisition Adjustment 
33,459,760 TOTAL Accum. Provisions (Should agree with line 14 above)(Total of lines 22,26,30,31, and 32) 

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 
FOR DEPRECIATION, AMORTIZATION AND DEPLETION 

Line Item 

FERC FORM NO. 2 (12-961 Page 200 



DELTA NATURAL GAS COMPANY, INC.  

This Report Is: 

An Original 

0 A Resubmission 

Date of Report 
(No, Da, Y d  

03/31/99 

Year Ending 

Dec 31, - 1998 

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 
FOR DEPRECIATION, AMORTIZATION AND DEPLETION (Continued) 

Electric Gas ' Other (Specify) Common Line 
' (d) (e) ( f )  No 

I I I 1 

a 
9 

28 

29 

30 

32 

33 
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Name of Respondent Date of Report 
(Mo, Da, yrl 

03/31/99 

I This Report IS: Year Ending 

Dec 31, 1998 - 6\ NATURAL GAS COMPANY, INC. 
I @ An Original 

I n  
I U A Resubmission I I 

GAS PLANT IN SERVICE (ACCOUNTS 101, 102. 103, AND 106) 

1 Report below the original cost of gas plant in service according to  
the prescribed accounts 

2 In addition to  Account 101. Gas Planr in Service (Classifiedl. this 
page and the next include Account 102, Gas Planr Purchased or Sold, 
Account 103. Experimenral Gas Planr Unclassified. and Account 106, 
Completed Consuuct.on Nor Classified-Gas 

additions and retirements for the current or preceding year 

indicate the negative effect of such accounts 

Line Account 
No 

3 Include in column (cl and (dl, as appropriate corrections of 

4 Enclose in parenthesis credit adjustments of plant accounts to 

5. Classify Account 106 according t o  prescribed accounts, on an 

estimated basis if necessary, and include the entries in column 
(c) Also to  be included in column (c) are entries for reversals of 
tentative distributions of prior year reported in column (bl 
the respondent has a significant amount of plant retirements which 
have not been classified to  primary accounts at the end o f  the year, 
include in column (d) a tentative disrribution of such retirements, on  an 
estimated basis, with appropriate contra entry to the account for 
accumulated depreciation provision Include also in column (dl 
reversals of tentative distributions of prior year's unclassified 
retirements Attach supplemental statement showing the account 
distributions of these tentative classifications in columns (cl and (d). 

Beginning of Year 

Likewise, if 

Balance at Additions 

6 I PRODUCTION PLANT 



Name of Respondent This Report Is: Date of Report Year Ending 
(Mo, Da, yr) 

An Original Dec 31,1998 - 
0 3 / 3 1 / 9 9  @A N A T U U  GAS COMPANY, INC. 

0 A Resubmission 
. .. 

GAS PLANT IN SERVICE (ACCOUNTS 701, 102, 103, AND 106HContinued) 

including the reversals of the prior years tentative account 
distributions of these amounts Careful observance of the above 
instructions and the texts of Account 101 and 106 will avoid serious 
omissions of respondent's reponed amount for plant actually in 
service at end of year 
6 Show in column (f) reclassifications or transfers within utility 

plant accounts Include also in column (fl the additions or reductions 
of primary account classifications arising from distribution of amounts 
initially recorded in Account 102 In showing the clearance of 
Account 102. include in column (e) the amounts with respect to 
accumulated provision for depreciation, acquisition adjustments, etc., 

Retirements Adjustments I 

and show in column (f) only the offset to the debits or credits to 
primary account classifications 

this account and i f  substantial in amount submit a supplementary 
statement showing subaccount classification Of such plant conforming 
to the requirements of these pages 
8 for each amount comprising the reported balance and changes in 

Account 102, state the property purchased or sold, name of vendor or 
purchaser, and date of transaction If  proposed journal entries have 
been filed with the Commission as required by the Uniform System of 
Accounts, give date of such filing. 

Transfers Balance at Line 

7 For Account 399, state the nature and use of plant included in 

End of Year No 

53,151 2 

( 9 5 3 )  1,786 3 

4 I I 

I 1 .54,937 

I 10 
75,975 11 

12 

13 
42,950 14 

I 1 

16 

17 

13,392 18 

1,435 1,835,883 19 

800,454 20 
82.734 31 

I 1 I , -. 
I 1 

32 
33 i 



Name of Respondent This Report IS: Date  of Report 
(Mo, Da, Yrl 

An Or ig ina l  

No 

34 
(a) 

346 Gas Measuring and Regulating Equipment 

- 

Year Ending 

Dec. 31,1998 

35 I 347 Other Equipment 

36 I TOTAL Products Extraction Plant (Enter Total of lines 28 tluu 35) 
22.118 . . _ _  . __. I 

4 0 1  NATURAL GAS STORAGE AN0 PROCESSING PL  

116,030 I 42 350.1 Land _.. 
350.2 Rightsof-Way 

56 , 072 13.415 43 
44 351 Structures and Improvements 2 
45 352 Wells 

i 828,956 
-~ 

1 L 

294 , 307 
780 , 093 

1,132.139 

47 352.2 Reservoirs 

48 352.3 Non-recoverable Natural Gas 4 , ;  
49 353 Lines 

I 356 Purification Equipment 
357 Other Equipment I 

V. , " . U  

47 , 209 
5,500,906 53 I 

54 I TOTAL Underground Storage Plant (Enter Total 

46 I 352.1 Storage Leaseholds and Rights I 
I 1.881.731 1 

135,996 
1 - I - - - I - - -  2,587 
I 263,154 I 90,031 354 Compressor Station Equipment 

355 Measuring and Regulating Equipment , 

50 I 
~7 n71 1 233,152 

364,723 
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@TA "?JRAL GAS COMPANY, mc. 

This Report Is: Date of Report Year Ending 
fmo, Da, Yrl 

An Original Dec 31,1998 
03131 /9 9 

A Resubmission 

Retirements 

(d) 

I I I 

1 I I 226,147 

Adjustments Transfers Balance at Line 
End of Year No 

(e) (f) (g) 

1,435 

42 
43 
44 

45 
46 
47 
dR 

- 
- 
- 
- 

~ 

I 36 
2,851,388 37 

I 
1 

56 
57 
58 

59 
,60 

14,142 
129,425 

69,487 

61 
62 

63 
64 
65 

7 

- 
- 
- 

I 

I 

I I 1 67 . .  
I 68 

1,078,956 
1.881 731 

I 69 
70 
71 
72 
73 

1 74 
I 

2,603 

I 

I -I--.  

I 591,834 79 
1L5 LLL an 

5,013,486 49 
1,134,726 50 

353,185 51 
320,225 57 
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'. GAS PLANT IN SERVICE (ACCOUNTS 101, 102, 103, AND 1061Kontinued) 
Line Account Balance at Additions 
NO Beginning of Year 

I 

Year Ending 

Dec 31,1998 
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m T A  NATURAL GAS COMPANY, I N C .  

Year Ending 
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03'/ 3 1 / 9 9 
Dee. 31,1998 - ~n Original 

0 A Resubmission 

Retirements Adjustments Transfers Balance at Line 
End of Year No 

fd) 

22,418 

I I , ... 
I I I 

(e) ( f l  . (g) 
21,011,330 81 
1,276,289 a2 
1,078,811 83 
437,893 RA 
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Name of Respondent I This Report IS: Date of Report Year Ending i /hAn / In .  Yrl i ,,'.", --. 

Dec 31,298 ' A  An Original 

A Resubmission 
0 3 / 3  1 /99 A NATURAL GAS COMPANY, INC. 

L. 
GAS PROPERTY AND CAPACJTY LEASED FROM OTHERS 

1 Report below the information called for concerning gas property 2 For all leases in which the average annual lease payment over the 
and capacity leased from others for gas operations initial term of the lease exceeds $500,000. describe in column (c), if 

amticable: the ~ r o ~ ~  or capacity leased Designate associated 

- 
tine 
No 
- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

i 21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 
7 

- 

- 

Name of Lessor 

TOTAL 

. .  
companies with an asterisk in cOIUI 

Description of Lease 

_ _ . .  . 

(b). 

Lease Payments For 
Current Year 

(dl 



1 1 I 
Name of Respondent 

Delta Natural Gas Company, Inc. 

- .  * 
This Report Is: Date of Repon Year Ending 

(MO, Da, Yrl 
Ed ~n Original Dec 31,- 

0 A Resubmission 
3-31-99 

GAS PROPERTY AND CAPAClN LEASED TO OTHERS 

1 For all leases in which the average lease income over the initial 2 In column (d) provide the lease payments received from others 

3 Designate associated companies with an asterisk in column (b) 
term of the lease exceeds $500,000 provide in column (c), a 
description of each fac i l h  or leased capaciw that is classified as gas . .  
plant in service, and is leased to others for gas operation: 

i 

Line 1 
N O  

Name of Lessor 

i (a) 

1 
2 
3 
4 
5 
6 
7 

9 
10 
1 1  
12 
13 
14 
15 
16 
17 

a 

2 y 
.I 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 

2a 

- 
- TOTAL 

Description of Lease Lease Payments For 
Current Year 

(d) 



i i I 1 
Name of Respondent 

Delta Natural Gas Company, Inc. 

This Report IS: Date of Report Year Ending 

98 (Mo, Da, Yf) fd An Original Dec 31,- 

0 A Resubmission 
3-31-99 

( GAS PLANT HELD FOR FUTURE USE (ACCOUNT 105) 
" _  'i 

1 Report separately each property held for future use at end of the 2 For p ropew having an original W S t  Of $1 ,ooo,ood or more 
previously used in u t i l i  opera$ons, now held for future use, give in 
column (a), in addition to  other required information, the date that 
utility use of such property was discontinued. and the date the original 

year having an original cost of $1,000,000 or more Group other 
items of property held for future use 

tine 
No 
7 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

ib 21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 

- 
- 

Description and Location 
of Property 

(a) 

Date Originally Included 
in this Account 

(b) 

was transferred to Account 105 

Date Expected to be Used 
in Utility Service 

(C)  

Balance at 
End of Year 

(d) 
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An Original Dec 31,1998 

0 A Resubmission / 

demo 

Line 
No 

- 

- 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 

a 

a 21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44  

45 

3a 

- 
- 

ration' projects last, under a caption Research, De! 

Description of Project 

STRUCTURE 
Owingsville Office 

DISTRIBUTION EXTENSION 
Boone Trace 

DISTRIBUTION EXTENSION 
Keavy 

STORAGE IMPROVEMENTS 
Road to Canada Mountair 

MISC UNFINISHED JOBS 

~ ~ 

TOTAL 

opment, 

Construction Work in Progress-Gas 
(Account 107) 

276,118 

329 , 583 

300,763 

158 , 758 

317,537 

1,382,759 

Estimated Additional 
Cost of Project 

500 

1,000 

3,000 

50,000 

390 , 000 

354,500 
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TA NATURAL. GAS COMPANY, INC. 03/31/99 

Name of Respondent 

a An Original 

A Resubmission 

GENERAL DESCRIPTION OF CONSTRUCTION OVERHEAD PROCEDURE 

Year Ending 

Dec 31,1948 

1 For each construction overhead explain: (a) the nature and extent 2 Show below the computation Of allowance for funds used during 
of work; etc , the overhead charges are intended to cover, (b) the 
general procedure for determining the amount capitalized, (c) the 
mthod of distribution to construction jobs, (d) whether different rates 
are applied to different types of construction, (e) basis of 
differentiation in rates for different types of consauction, and (f) 
whether the overhead is directly or indirectly assigned. 

construction rates, in accordance with the provisions of Gas Plant 
Instructions 3 (1 7) of the Uniform System of Accounts 
3 Where a net-of-tax rate for borrowed funds is used, show the 

appropriate tax effect adjustment to the computations below in a 
manner that clearly indicates the amount of reduction in the gross rate 
for tax effects. 

Title Amount Capitalization Ratio I (Percent) 

Payroll and associated cost plus other applicable expenses of 
engineering, accounting and administrative functions are allocated 
to construction work. 

Cost Rate Percenta0 
I 

. The allocation is based upon periodic time studies. 

(3) Long-Term Debt 

(4) Preferred Stock 

D d 

P P 

(5) Common Equity C 

(6) Total Capitalization 

(7l Average Construction Work In Progress Balance I W I 
~ 

2 Gross Rate for Borrowed Funds s ( S W  +d[(DI(D+P+CI)(l-(SWl 

3 Rate for Other Funds (l-(SW][p(P/(D+P+C))+c(U(D+P+C)Il 

4 Weighted Average Rate Actually Used for the Year: 
a Rate for Borrowed Funds - 
b. Rate for Other Funds - 



Name of Respondent I a An Original 

A Resubmission 
1. DELTA NATURAL GAS COMPANY, INC. 

(Mo, Da, Yrl 

03/31/99 
Dec 31,1998 

I This Report IS: I Date of Report I Year Ending 

Line Item Total Gas Plant in 
No (c +d +e) Service 

(a) (b) (C) 

Gas Plant Held 
for Future Use to Others 

Gas Plant Leased 

(d) (e) 

I I 

ACCUMULATED PROVISION FOR DEPRECIATION OF GAS IJTlLlTY PLANT (ACCOUNT 108) 

1 Explain in a footnote any imponant adjustments during year 
2 Explain in a footnote any difference between the amount for book 

cost of plant retired, line 10, column (c), and that reported for gas 
plant in service, page 204-209, column (d), excluding retirements of 
nondepreciable property 
3 The provisions of Account 108 in the Uniform System of 

Accounts require that retirements of depreciable plant be recorded 
when such plant is removed from service If the respondent has a 

significant amount of plant retired at year end which has not been 
recorded and/or classified to the various reserve functional 
classifications, make preliminary closing entries to tentatively 
functionalize the book cost of the plant retired In addition, include all 
costs included in retirement work in progress at year end in the 
appropriate functional classifications 

method of depreciation accounting 

Additional rows should be numbered in sequence, e g , 7 01, 7 02, 

4 Show separately interest credits under a sinking fund or similar 

5 A t  lines 7 and 14, add rows as necessary to report all data 



Name of Respondent  

ta Natural Gas Company, Inc. 

1 If during the year adjustments were made to  the stored gas 
inventory reported in columns (d), (f), (g), a d  (h) (such as to  correct 
cumulative inaccuracies of gas measurements), explain in a footnote 
the reason for the adjustments, the Dth- and dollar amount of 
adjustment, and account charged or credited 

2 Report in column (e) all encroachments during the year upon the 
volumes designated as base gas, column (b), and system balancing 
gas, column (c), and gas property recordable in the plant accounts 
3 State in a footnote the basis of segregation of inventory between 

current and noncurrent portions Also, state in a footnote rhe method 

This Report Is: Date of Report  Year Ending 

98 (Mo, Da, Yd 
Dec 31, - An Original 

0 A Resubmission 
3-31-99 

- 
Line 
No 

- 
1 
- 
2 
3 
- 
4 
5 
6 
7 

Noncurrent Current 
Description (Account (Account (Account (Account (Account 

117 1) 117 2) 117 3) 1174) 164 1) 
(a) (b) (C) (d) (e) (f) 

: -*  855,202 Balance at Beginning of 
Year 

Gas Delivered to Storage +,074,382 

Gas Wahdrawn from 
Storage 2 , 564 , 682 

Other Debits and Credirs 

Balance at End of Year 

4,046 , 12 7 

4,0469 l2 7 3 364 , 903 

LNG LNG 

164 2) 164 3) 
(Account (Account Total 

(9 I (hl (il 

used to  

mcf 
mct 

Amount Per Et&C 

report storage (i.e., fixed asset method or inventory method). 

632,85: 

~ 5.317C 
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Name of Respondent This Report Is: Date of Report 

Delta Natural Gas Comr>anv. Inc. Q 

INVESTMENTS (ACCOUNT 123,124, AND 136) 

1 Report below investments in Accounts 123, Investments in 
Assodated Companies. 124, Stber Investments, and 136. Temporary 
cash hVestmenS 
2 Provide a subheading for each account and l is t  thereunder the 

information called for: 
(a) Investment in Securities-List and describe each security 
owned, giving name of issuer, date acquired and date of maturity 
For bonds, also give principal amount, date of issue, maturity, and 
interest rate For capital stock (including capital stock of 
re 
7 

Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 

b 12 

13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 

i a  

38 

t 

mdent reacquired under a definite &an for I 

Description of Investment 

(a) 

to authorization by the Board of Directors, and included in Account 
124, Other Investments) state number of shares, class, and series of 
stock Minor investments may be grouped by classes Investments 
included in Account 136. Temporary a s h  hvesments, also may be 
grouped by classes 
(b) Investment Advances-fleport separately for each person or 
company the amounts of loans or investment advances that are 
properly includable in Account 123 Include advances subject to  
Current repayment in Account 145 and 146 Wrth respect to each 

;ale pursuant 
I 

advance, show whether th 

Book Cost at Beginning of Year 
(If book cost is different from cost to 

respondent, give cost to respondent in a 
foomote and explain difference 

idvance is a note or open account. 

Purchases or Additions 
During Year 
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INVESTMENTS (ACCOUNT 123,124, AND 136) (Continued) 

List each note, giving date of issuance, maturity date, and specifying 
whether note is a renewal Designate any advances due from officers, 
directors, stockholders, or employees 
3 Designate with an asterisk in column (b) any securities, notes or 

accounts that were pledged, and in a footnote state the name of 
pledges and purpose of the pledge 

security acquired, designate such fact in a footnote and cite 
Commission, date of authorization, and case or docket number 

4 If Commission approval was required for any advance made or 

. 

Sales or Other 
Dispositions During Year 

(e) 

Principal Amount or 
No of Shares at 

End of Year 

5 Report in column (h) interest and dividend revenues from 
investments including such revenues from securities disposed of 
during the year 
6 In column (i) report for each investment disposed of during 

the year the gain or loss represented by the difference between cost 
of the investment (or the other amount at which carried in the books 
of account if different from cost) and the selling price thereof, 
not including any dividend or interest adjustment includible in 
column (h) 

~~ 

Book Cost at End of Year 
(If book cost is different from 

cost to respondent, give cost to 
respondent in a footnote and 

explain difference 

Revenues for Year 

(h) 

Gain or Loss from 
Investment 
Disposed of 

(il 

- 
Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 



Name of Respondent 

Delta Natural Gas Company, Inc. 

INVESTMENTS IN SUBSIDIARY COMPANIES (ACCOUNT 123.1 1 

This Report IS: Date of Report Year Ending 

(Mo, Da, Yrl 98 - kl An Original Dee 31, 

A Resubmission 
3 -3 1-9 9 

1 Report below investments in Account 123 1, /nvestmen& in 

2 Provide a subheading for each company and list thereunder the 
Subsidiary Companies 

information called for below Sub-total by company and give a total in 
columns (el, (fl. (gl and (hl 

(a) Investment in Securities4st and describe each security owned 
For bonds give also principal amount, date of issue, maturity, and 
interest rate 
- 
Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 

- 
- 

en. 

Description of Investment 

(b) Investment Advances - Report separately the amounts of loans or 
investment advances which are subject to repayment, but which are 
not subject to current settlement With respect to each advance 
show whether the advance is a note or open account List each 
note giving date of issuance, maturity date, and specifying whether 
note is a renewal 
3 Report separately the equity in undistributed subsidiary earnings 

since acquisition Thf ,tal in column (e) should eqcal the amount 

ALL COMMON STOCK OF 

Delta Resources, Inc. 

Delgasco , Inc. 

Deltran, Inc. 

Enpro, Inc. 

Tranex Corporation, Inc. 

red for Account 4 

Date. 
Acquired 

(bl 

4 / 8 4  

5 / 8 6  

5 / 8 6  

5 /  86 

6 /  97 

TOTAL Cost of Account 123 1 $ 

1.1 f 

Date of 
Maturity 

(Cl 

Amount of 
Investment at 

Beginning of Year 
Id\ 

(18,052) 

3,769 

1 , 000 

18 , 919 

954 , 715 

960,351 
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INVESTMENTS IN SUBSIDIARY COMPANIES (ACCOUNT 123.1 )(Continued) 

. .  

Year Ending 

98 Dec 31,- 

4 Designate in a footnote, any securities, notes, or accounts that 7 In column (h) 'report for each investment disposed of during the 
year, the gain or loss represented by the difference between cost of 
the investment (or the other amount at which carried in the books of 
account if different from cost), and the selling price thereof, not 
including interest.adjustments includible in column (0 

were pledged, and state the name of pledgee and purpose of the 
pledge 

searri*/ acquired, designate such fact in a footnote and give name of 
Commission, date of authorization, and case or docket number 
6 Report in column (fl interest and dividend revenues from :. 

*mestments, including such revenues from securities disposed of 

5 If Commission approval was required for any advance made or 

8 Repon on Line 40, column (a) the total cost of Account 123 1 

during the year. 

Equity'in Subsidiary 
Earnings for Year 

(e) 

280,500 

46,607 

(69 240) 

455,184 

~~ - 

Revenues for Year 

237,562 

46,303 
.. 
- 

283,885 

Amount of Investment at 
End of Year 

24 , 866 

4,073 

1,000 

216 , 236 

885 , 475 

. .  

1 131,650 

Gain or Loss from 
Investment Disposed of 

Line 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
70 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 - 
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Year Ending 

Dec 31,98 - 

- 
Line 
No 

tine Nature of Prepayment 
No 

1 Prepaid Insurance 

2 Repaid Rents 

3 Prepaid Taxes 

4 Prepaid Interest 

5 Miscellaneous Prepayments Primarily pension costs 
6 TOTAL 

(a) 

7 

b 12 

13 
14 

15 
- 
- 
- 
Line 
No 

- 
16 
17 
18 
19 
20 
21 
22 
23 
24 e 

Balance at End of ' 
Year (in dollars1 

(b) 
105,s 68 

781 
824,351 

Description of Extraordinary Loss (Include the Balance at Total 
date of loss, the date of Commission Beginning Amount 
authorization to use Account 182 1 and period of of Loss 
amortization (mo, yr. to mo, yr)] Add rows as 
necessary to report all data 

of Year 

Losses 
Recognized 
During Year 

w TOTAL 

Description of Unrecovered Plant and Regulatory 
Study Costs [Include in the description of costs, 
the date of Commission authorization to use 
Account 182 2 and period of amortization (mo, 
yr, to mo, yr)] Add rows as necessary to report 
all data Number rows in sequence beginning 
with the next row number after the last row 
number used for extraordinary property losses 

Y STUDY 

Total 
Amount 

of Charges 

(C) 

Balance at 
Beginning 
of Year 

OSTS (AO 

costs 
Recognized 
During Year 

Account 
Charged 

' (e) 

~~ ~~~ ~ 

WRlTfEN OFF 
DURING YEAR 

Amount 

cn 

Account I Amount I 
Charged 

~ 

Balance at 
End of Year 

NNT 182.2) 
WRllTEN OFF 
DURING YEAR 

I 

Balance at 
End of Year 
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Name of Respondent . This Report 1s: Date of Report Year Ending 

98 (MO, Da, Yrl 
Dec 31,- Delta Natural Gas Company, Inc. Q An Original 

3-31-99 

OTHER REGULATORY ASSETS (ACCOUNT 182.3) 

1 Report below the details called for concerning other regulatory 3 Minor items (5% of the Balance at End of Year for Account 
assets which are created through the ratemaking actions of regulatory 
agencies (and not includable in other accounts) 

182 3 or amounts less than $250,000, whichever is less) may be 

2 For regulatory assets being amortized, show period of 

0 

amortization in column (a) 

0 A Resubmission .'-> 

grouped by classes 

Expenses" that are also reported on pages 350-35 1, Regulatory 
4 Report separately any "Deferred Regulatory Commission 

Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

ii 15 

16 
77 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

Description and Purpose of 
Other Regulatory Assets 

(a) 

, 

Balance at 
Beginning 
of Year 

m Expensc 

Debits 

(C) 

WRITTEN OFF 
DURING YEAR 

Account 
Charged 

(dl 

Amount 

.. . .. . .  

Balance at 
End of Year 

. (f) 

f 
i' 
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Year Ending 

98 Dec 31. 

MISCELLANEOUS DEFERRED DEBITS (ACCOUNT 186) . 

1 Report below the details called for concerning miscellaneous 2. For any deferred debit being amortized, show period of 
amortization in column (a) deferred debits 

I 
Description of Miscellaneous 

Deferred Debts 

1 
2 
3 
4 
5 
6 
7 '  
8 
9 
10 
11 
12 
13 
14 

0 19 

: 20 
. 4  21 

22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

28 

(a) 

Management Audit Cos,ts 

39 Miscellaneous Work In Progress 

40 TOTAL 

Balance at , 

Beginning of Year 

182,700 

117,030 

.. . . 
299,730 

3. Minor items (less 

Debits 

(C) 

9,725 

Ian $25O,OOO) may be gr 

CREDITS 

Account 
Charged 

(d) 

921 

921 

Amount 

(e) 

62,640 

24.;960 

ped by classes. 

Balance a t  
End of Year 

120,060 

.101,795 

- 
221,855 

1 
i 



Name of Respondent This Report IS: Date of Report I 
' D e l t a  Natural Gas Company, Inc. Dec 31, - 

a .  - .. s i  

98 . I  (Mo, Da, Yrl 

3-31-99 ' 
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'., 2 ACCUMULATED DEFERRED INCOME TAXES (ACCOUNT 190) 

Federal Income Tax 

3tate Income Tax 

Local Income Tax 

1 Report the information called for below concerning the 2 A t  Other (Specify), include deferrals relating to  other income and 

3 At  lines 4 and 6, add rows as necessary to report all data 
respondent's accounting for deferred income taxes deductions 

Number the additional rows in sequence 4 01.4 02. etc and 6 01, 

. .  

tine 
NO 

5 

6 

6.01 

~~ 

8 
9 

10 

11 

Account Subdivisions CHANGES DURING YEAR 

Account 410 1 Account411 1 

Balance at 
Beginning of Year 

Electric 

Gas 

Other (Define) 

Total (Total of lines 2 thru 41 

Other (Specify) 

I I I 
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Delta Natural Gas Company, Inc. -I. 
This Report IS: Date of Report Year Ending 

Dec 31, 98 
(Mo, Da, Yd 

- a An Original 

0 A Resubmission 

3-3 1-9 9 

ACCUMULATED DEFERRED INCOME TAXES (ACCOUNT 190) (Continued) 

4 If more space is needed, use separate pages as required 5 In the space provided below, identify by amount and 
classification, significant items for which deferred taxes are being 
provided. Indicate insignificant amounts listed under 'Other.' 

CHANGES DURING YEAR ADJUSTMENTS Balance at Line 
End of Year Na 

Amounts Debired Amounts Credited . DEBITS CREDITS 
to Account 41 0.2 to Account 41 1 2 

Acct No Amount Acct No Amount 

( 3  

4 .  

5 

6 

6.01 

6.02 

10 

11 



Name of Respondent 

B 
D e l t a  Natural Gas Company, Inc. 

CAPITAL STOCK (/4CCOUNTS 201 AND 204) 

1 Repoh below the details called for concerning common and 
prefened stock at end of year, distinguishing separate series of any 
general class Show separate totals for common and preferred stock 

2 Entries in column (b) should represent the number of shares 
authorized by the artides of incorporation as amended to end of year 

3 Give details concerning shares of any class and series of stock 
authorized to be issued by a regulatory commission which have not 

This Report IS: Date of Report Year Ending 

(Mo, Da, Yrl 98 @ An Original 3-31-99 Dec 31,- 

c] A Resubmission 

- 

Line 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

i 16 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 

Class and Series of Stock and 
Name of Stock Exchange 

(a) 

COMMON STOCK 

yet been issued 

Number of Shares 
Authorized by  Charter 

(b) 

6,000,000 

Par or Stated Value 
Per Share 

(C) 

$1.00 

Call Price at 
End of Year 

(d) ' 
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0 A Resubmission 
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CAPITAL STOCK (ACCOUNTS 201 AND 204) (Continued) 
t 

Year Ending 

98 
Dec 31,- 

4 fhe identification of each class of preferred.stock should show 6 Give particulars (details) in column (a) Of any nominally issued 
capital stock, reacquired stock, or. stock in sinking and other funds 
which is pledged, stating name of pledgee and purpose of pledge 

the dividend rate and whether the dividends are cumulative or I noncumulative 
5 State in a footnote if any capital stock that has been nominally 

issued is nominally outstanding at end of year. I 
OUTSTANDING PER BALANCE SHEET 

(Total amount outstanding without 
reduaion for amounts held by respondent) I 

Shares 
(el , 

2 , 394 , 633 

Amount 
cn 

2,394,633 

HELD BY Ri 

AS REQUIRED STOCK 
(Accoi 

Shares 
(9) 

: 217) 

cost 
(h) 

'ONDENT 

IN SINKING AND 
OTHER 

Shares 
(il 

JNDS 

Amount 
8 

t ine 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 
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CAPITAL STOCK SUBSCRIBED, CAPITAL STOCK LIABILITY FOR CONVERSION, 
PREMIUM ON CAPITAL STOCK,AND INSTALLMENTS RECEIVED ON CAPITAL STOCK 

(ACCOUNTS 202,203, 205,206,207, and 212) 

- 
Year Ending 

Dec 3 l . x  

1 Show for each of the above accounts the amounts applying to 

2 For Account 202. Common Stock Subscribed. and Account 205. 

3 Describe in a footnote the agreement and transactions under 
which a conversion liability existed under Account 203, Common 
Stock Lia&ility for Conversion, or Account 206, Preferred Stock 
Liability for Conversion. at the end of year 

asterisk in column (b), any amounts representing the excess of 

each dass and series of capital stock 

PIefmed Stock Subscri&ed, show the subscription price and the 
balance due on each class at the end of year 4 For Premium on Account 207. &pita1 Stock. designate with an 

- 
Line 
No - 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

40 

- 
- 

COI 

Name of Account and 
Description of Item 

(a) 

A/C 207 

Premiums Paid on Capital Stock 

A/C 212 

Installments Rqceived on Common Stock 
thru Employee Stock Plan 

TOTAL 

n,,, 3E3 

deration 

(b) 

ceived over stated valu 

Number 
of Shares 

(C) 

N/A 

of stocks without par value. 

Amount 

(d) 

28,068,588 

59,484 

, 
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OTHER PAID-IN CAPITAL (ACCOUNTS 208-21 11 
t 

Year Ending 

Dec 31, - 98 

explanations, disclose the general nature of the 
rise to the reported amounts. 

tine Item 
No. (a) 

1 
2 
3 
4 
5 
6 
7 

9 
a 

.3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

transactions that gave 

Amount 
(b) 
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DISCOUNT ON CAPITAL STOCK (ACCOUNT 21 3) \ 

Year Ending 

Dec 3 1 . 9 8  

year and specify the account charged. 

Class end :cries of Stock una 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
71 
12 
13 
14 

(a) . .  

15 I TOTAL 1 

Balance at End of Year 
(bl 

CAPITAL STOCK EXPENSE (ACCOUNT 21 4) 

Report the balance at end of year of capital stock expenses for 
dass and series of capital stock Use as many rows as 

necessary t o  report all data Number the rows in sequence starting 

2 I f  any change occurred during the year in the balance with 
respect to any class or series of stock, attach a statement giving 
details of the change State the reason for any chargeoff of capital 
stock expense and specify the accounl e last row number used for Oiscount on Capital Stock above. from 

Line 
No. 

16 
17 
18 
79 
20 
21 
22 
23 
24 
25 
26 
27 

- 
- 

28 - 
29 - 

Class and Series of Stock 
(a) 

4 

COMMON STOCK $1.00 Par Value 

TOTAL 

harged. 

Balance at End of Year 
(b) 

1,917,020 

1,917,020 
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SECURITIES ISSUED OR ASSUMED AND 

Year Ending 

98 Dee 31, - 

SECURITIES REFUNDED OR RETIRED DURING THE YEAR 

1 Furnish a supplemental statement briefly describing security 
financing and refinancing transactions during the year and the 
accounting for the securities, discounts, premiums, expenses, and 
related gains or losses Identify as to Commission authorization 
numbers and dates 

amount, par value, or stated value of each class and series of security 
issued, assumed, retired, or refunded and the accounting for 
premiums, discounts, expenses, and gains or losses relating to the 
securities Set forth the facts of the accounting clearly with regard to 
redemption premiums, unamortized discounts, expenses, and gain or 
losses reiating to securities retired or refunded, including the 
accounting for such amounts carried in the respondent's accounts at 
the date of the refunding or refinancing transactions with respect to 
securities previously refunded or retired 

2 Provide details showing the full accounting for the total principal 

3 Include in the identification of each class and series of security, 
as appropriate, the interest or dividend rate, nominal date of issuance, 
maturity date, aggregate principal amount, par value or stated value, 
and number of shares Give also the issuance of redemption price and 
name of the principal underwriting firm through which the security 
transactions were consummated 

or retired is other than that specified in General Instruction 17 of the 
Uniform System of Accounts, cite the Commission authorization for 
the different accounting and state the accounting method 

the liability on the securities was assumed as well as details of the 
transactions whereby the respondent undertook to  pay obligations of 
another company If  any unamortized discount, premiums, expenses, 
and gains or losses were taken over onto the respondent's books, 
furnish details of these amounts with amounts relating to refunded 

4 Where the accounting for amounts relating to securities refunded 

5 For securities assumed, give the name of the company for which 

securities clearly earmarked. 
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Dec 31,-98 .- 
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i i 

LONG-TERM DEBT (ACCOUNTS 221, 222,223, AND 2241 

1 Report by Balance Sheet Account the details concerning long- 
term debt included in Account 221, Bonds, 222, Reacquired Bonds, 
223. Advances from Associated Companies, and 224, Other Long- 
Term Debt 

name of the issuing company as well as a description of the bonds 

3 For Advances from Associated Companies, report separately 
advances on notes and advances on open accounts Designate 
demand notes as such Include in column (a) names of associated 
companies from which advances were received 
4 For receivers’ certificates, show in column (a) the name of the 

court and date of court order under which such certificates were 
issued 

2 For bonds assumed by the respondent, include in column (a) the 

Line 
No 

- 
1 
2 
3 
4 
5 
6 e 11 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

28 

38 

Class and Series of Obligation and 
Name of Stock Exchange 

DEBENTURES 

DEBENTURES 

DEBENTURES 

PROMISSORY NOTE - CANADA MOUNTAIN 
k 

DEBEITURES 

TOTAL 

Nominal Date 
of Issue 

(b) 

4/91 

10193 

7/96 

111 95 

4/98 

Date of 
Maturity 

(Cl 

4/11 

10123 

7/26 

11/01 

4/26 

Outitanding 
(Total amount 

outstanding without 
reduction for 

amounts held by 
respondent) 

(d) 

- 

12,973,000 

15,000 , oc 

1 , 400,000 

25,000,000 

54,373,000 



of Respondent 

ta Natural Gas Company, Inc. 

LONG-TERM DEBT (ACCOUNT 221, 222,223, and 224(Continued) 

This Report Is: Date of Report Year Ending 

98 a An Original Dec 31,- 
(Mo, Da, yd 

3-31-99 
0 A Resubmission 

5 In a supplemental statement. give explanatory details fo i  
Accounts 223 and 224 of net changes during the year With respect 
to long-term advances, show for each company: (a) principal advanced 
during year (b) interest added to principal amount, and (c) principal 
repaid during year Give Commission authorization numbers and . 
dates 

6 If the respondent has pledged any of its long-term debt securities, 
give particulars (details) in a footnote, including name 
of the pledgee and purpose of the pledge 

7 If the respondent has any long-term securities that have been 
nominally issued and are nominally outstanding at end of year, 
describe such securities in a footnote 
8 If interest expense was incurred during the year on eny 

obligations retired or reacquired before end of year, include such 
interest expense in column tfl Explain in a footnote any difference 
between the total of column (fl  and the total Account 427, Interest on 
Long-Term Debt and Account 430, Interest on Debt to Associated 
Companies 
9 Give details concerning any long-term debt authorized by a 

INTEREST FOR YEAR 

Rate 
(in %I 

(e) 

Amount 

1fI 

300,000 

871,304 

1,245,000 

- 

1,359,198 

3,775 , 502 

regulatory commission but n 

HELD BY R 

Reacquired 
Bonds 

(Account 222) 
(9) 

iPONDENT 

Sinking and 
Other Funds 

yet issued. 

Redemption Price 
Per $100 at 
End of Year 

(i) 

tine 
NO 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 

40 

28 

38 
- 
- 

O-rrn 3 E 7  



i i I I 
Name of Respondent 

elta Natural Gas Company, Inc. I This Report IS: Date of Report Year Ending 

98 a An Original 

0 A Resubmission 

(Mo, Da, Yrl 
Dec 31. __ 

3-31-9 9 f+-- 

UNAMORTIZED DEBT EXPENSE, PREMIUM AND DISCOUNT ON LONG-TERM DEBT (ACCOUNTS 181,225,226) 

Report under separate subheadings for Unamortized Debt 1 2 Show premium amounts by enclosing the figures in parentheses 
3 In column (b) show the principal amount of bonds or other long- 

4 In column (c) show the expense, premium or discount with 

Expense, Unamortized Premium on Long-Term Debt and Unamortized 
Discount on Long-Term Debt, details of expense, pemium or discount term debt originally issued 
applicable to each class and series of long-term debt 

- 
Line 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

ii 15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 

Designation of 
Long-Term Debt 

DEBENTURES 

DEBENTURES 

DEBENTURES 

DEBENTlTRES 

TOTAL 

respect to  the amount of bonds 01 O& long-term debt originally 
issued. 

Principal Amount 
of Debt Issued 

(bl 

10,000,000 

15,000,000 

15,000,000 

25,000,000 

40,000,000 

Total Expense 
Premium or 

Discount 

514,176 

1,8i?4,508 

689,666 

1,534,405 

4,617,155 

AMORTIZATION 
PERIOD 

Date From 
(d) 

4 / 9 1  

10/93 

7/96  

4 /98  

. _  

Date To 
(e) 

4 / 1 1  

10123 

7 /26  

4 / 1 8  

FERC FORM NO. 2 (12-96) Page 258 



Name of Respondent This Report is: Date of Report 
(Mo, Da, Yfj 

An Original 

A Resubmission 

Delta Natural Gas Company, Inc. 
3-31-99 

~~ 

UNAMORTIZED DEBT EXPENSE, PREMIUM AND DISCOUNT ON LONG-TERM DEBT (Acct~.l87,225,226)(Cont.) 

5 Furnish in a footnote details regarding the treatment of 6 Identify separately undisposed amounts applicable to issues 

Year Ending 

98 Dec 31,- 

unamortized debt expense, premium or-discount associated with 
issues redeemed during the year Also, give in a footnote the date of 
the Commission's authorization of b'eatment other than as specified by 

which were redeemed in prior years 
7 &Plain any debits and credits other than amortization debited 

t o  Account 428, Amomzation of Debt Discount and kpmse, or 
credited to Account 429. Amomiation of Premium on Debt-Credit the Uniform System of Account: 

Balance a t  
Beginning of Year. 

338,800 

1,606,800 

651,700 8 

(A) Cleared to e: 

Debits During 
Year 

332 , 200 .(A) 

1 , 534 , 405 

lense of new issue due 

Credits During 
Year 

Ih) 

62,400 (A) 

22 , 800 

57,532 

481 , 532 

:o early retirement 

FERC FORM NO. 2 (12-96) Page 259 

Balance at 
End of Year 

1,544 , 400 

628 , 900 

1 , 476 , 873 

3,650,173 

- 
Line 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17. 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 . 
40 - 



Name of Respondent Date of Report 
(Mo, Da, Yrl 

3-31-99 
Delta Natural  Gas Company, Inc. I) 

Year Ending 

98 
Dec 31,- 

This Report IS: 

An Original 

0 A Resubmission I 1 
UNAMORTIZED LOSS AND GAIN ON REXQUlRED DEBT (ACCOUNTS 189,257) . 

1 Report under separate subheadings for Unamortized Loss and 3 In column (d) show the net gain or net loss realized on each debt 
Unamortized Gain on Reacquired Debt. details of gain and loss, 
including maturity date, on reacquisition applicable to each class and 
series of long-term debt I f  gain or loss resulted from a refunding 
transaction, include also the maturity date of the new issue 

reacquisition as computed in accordance with General Instruction 17 
of the Uniform Systems of Accounts 
4 Show loss amounts by endosing the figures in parentheses 
5 Explain in a footnote any debits and h e d m  other than 

amortization debited to Account 428 1, Amorrimtion of Loss on 2 In column (c) show th3 principal amount of bonds or other long- 
t e A  debt reacquired 
- 
tine 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

i 14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 

Designation of 
Long-Term Debt 

. .  

Date 
Reacquired 

(b) 

Reacquired Debt 
7 Reacquired D 

Principal 
of Debt 

Reacquired 
(C) 

FERC FORM NO. 2 (12-961 Page 260 

Ir credited to Account 429 1, Amomkation of Gain 
r-Credit. 

Net Gain or 
Net Loss 

(d) 

~ ~~ 

Balance a t  
Beginning 
of Year 

(e) 

Balance at 
End of Year 

( f )  . 



Delta Natural Gas Company, Inc. 

This Report Is: 

EI ~n Original 

I 0 A Resubmission 

D a t e  of Report 
(Mo, Da, Yrl 

3-31-99 

Year Ending 

Dec 31, - 98 

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES 

1 Report the reconciliation of reported net income for the year with 
taxable income used in computing Federal Income Tax accruals and 
show computation of such tax accruals Include in the reconciliation, 
as far as practicable, the same detail as furnished on Schedule M-1 of 
the tax return for the year Submit a reconciliation even though there 
is no taxable income for the year Indicate clearly the nature of each . 

2 If the utility is a member of a group :hat files consolidated Federal 
tax return, reconcile reponed net income with taxable net income as if 
a separate return were to be filed, indicating, however, intercompany 
amounts to be eliminated in such a consolidated return State names 
of group members, tax assigned to each group member, and basis of 
allocation, assignments, or sharing of the consolidated tax among the 

reconc 

tine 
No. 

1 

2 

3 
4 

5 

6 

7 

8 

9 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

n 2 
- 
13 

14 
15 

16 

17 

18 

19 

20 

21 

22 
23 
24 

25 

26 

27 

28 
29 
30 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

P '5 

group members. ng amount. 

DETAILS 

Net Income for the Year (Page 1 161 

Reconciling Items for the Year 

Taxable Income Not Reponed on Books  

Unbil iedxiienue 
Deferred gas cost 
Book/tax retirements 
Bad debt and miscellaneous 

Deductions Recorded on B o o k s  Not Deducted for Return 
Self construction interest 
Employee plans 
Meals & entertainment & lobbying 
Amortize Ferrin note 

Income Recorded on Books  Not Included in Return 
CSV of life insurance 
Net income from subsidiaries 

Deductions on Return Not Charged Against Book Income 

Tax depreciation vs book depreciation 
Accrued pension 
Other reconciling 
Unbilled revenue 
Debt expense 

Federal Tax Net Income 

Show Computation of Tax: 

Delta's fiscal year ends June 3 0 .  For interim periods, 
in accordance with APBi.28, Delta estimates an effective 
tax rate which is used to record total tax expense. 

e? 34% 

Amount 
(b) 

3,328,624 
45 ,541  

28,500 
18,399 

9.302 
455,184 

2,400,000 
344.466 

(253 ,891)  
279,532 
259,891 

2,673,603 



Respondent This Report 1s: Date of Report 
lMo, Da, Yrl 

El An Original 

0 A Resubmission 
D e l t a  Natural  Gas Company, Inc. 3-31-99 

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR 

7 

Year Ending 

Dec 3 1 , ~ ~  c_ . 

1 Give details of the combined prepaid and accrued tax accounts 
and show ttie total taxes charged to operations and other accounts 
lur-hg the year Do not indude gasoline and other sales taxes which 
wve been charged to the accounts to which the taxed material was 
*rged If the actual or estimated amounts of such taxes are known, 
;how the amounts in a footnote and designate whether estimated or 
B a a l  amounts 
2 Include on this page, taxes paid during the year and charged 

Taxes 
Accrued 

(b) 

page is not affected by the inclusion of these taxes 
3 Include in column (d) taxes charged during the year, taxes 

charged to  operations and other accounts through (a) accruals credited 
to  taxes accrued, (b) amounts credited to the portion of prepaid taxes 
charged to current year, and (cl taxes paid and charged direct to 
operations or accounts other than accrued and prepaid tax accounts 

4 List the aggregate of each kind of tax in such manner that the 
total tax for each State and subdivision can readily be ascertained 

Prepaid 
Taxes 

(C) 

frea to final accounts. (not charged to prepaid or accrued taxes) 
znter the amounts in both columns (d) and (e). The balancing of this 

I 

3 

ine 1 
%Y 

(a) 
Sales & Uci l i ty  & Franchise 
Mineral Severance 
Payroll 

Kind of Tax 
(See Instruction 5 )  

Gas Other Utility Department 
(Account 408 1,409 1) (Account 408 1, '409 1 ) 

(i) (W 

Other Income and Deductions 
(Account 408 2,409 2) 

(1) 

e d e r a l  Income 
rop e r t  y 

3 

2,298,273 

15 1 TOTAL 

42,'400 

368 222 
4 450. 

.19 7 349 
- 

(279,244) 

665,486 
(276 745). 

501 518 I 

DISTRIBUTION OF TAXE! 

Electric 
(Account 408 1,409 1) uo jne 1 

TOTAL 

480,841 
423 

199,300 
875 , 125 
742 , 584 



Gas Company, Inc. 

I 0 A Resubmission 

Taxes Charged 
During Year 

(d) 

1,405,518 
49,213 
480,841 

423 
207.800 

This Report Is: 

a An Original 

Taxes Paid 
During Year 

(e) 

1,616,432 
49,320 
481,532 

423 
29 , 700 

Date of Report 

Extraordinarv Items 

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued) 

Other U t i l i i  O m  Income Adjustment to Ret Earnings Other 

5 If any tax (exclude Federal and State income taxes) covers more 
than one year, show the required information separately for each tax 
year, identifying the year in column (al 

6 Enter all adjustments of the accrued and prepaid tax accounts in 
column (0 and explain each adjustment in a foomote Designate debit 
adjustments by parentheses 

income taxes or taxes collected through payroll deductions or 
otherwise pending transmittal of such taxes to the taxing authority 

8 Show in columns (i) thru (p) how the taxes accounts were 
distributed Show both the utility department and number of account 
charged For taxes charged to utility plant, show the number of the 
appropriate balance sheet plant account or subaccount 
9 For any tax apportioned to more than one utility department or 

account, state in a footnote the basis (necessity) of apportioning such 
tax 7 Do not include on this page entries with respect to deferred 

10 Items under $250,000 may be grouped 

(Account 409 3) (Acdount 408' 1,409 1 1 I (m) (nl 
. (Account 439) 

(01 (PI 
I, 405,518 

3,795,404 4,766,406 
(1) Primarily apLlicable to Subs 

Adjustments 

(f) 

(1) 31,700 
(1) (3,725) 

27,975 

BALANCE AT 

Taxes Accrued 
(Account 2361 

(g) 

157 , 308 

18,658 

(69,444) 
(828,445) 
276,071 

4,343 

- 

(441,509) 

rlD OF YEAR 

Prepaid Taxes 
(Included in Acct 165) 

(h) 

- 

tine 
No 
- 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 

15 

a 

- 
- 

- 
Line 
No 
7 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 ' 

11 
12 
13 
14 

15 

- 
- 

FEOP C n R M  NO 7 I1 7 - 9 G l  Paae 263 [Next page is 2681 



Name of Respondent 

ta Natural Gas Company, Inc. 

MISCELLANEOUS CURRENT AND ACCRUED. LlABlLmES (ACCOUM 242) 

1 Describe and report the amount of other current and accrued 2 Minor items (less than $250,000) may be grouped under 

This Report IS: Date of Report Year Ending 
(Mo, Da, Yrl 65 An Original 3-31-99 Dec 31,- 98 . 

/' - . 
A Resubmission i 

liabili 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

- 

- 

i 22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 

- 
- 

s at the end of year. appropriate title. 

Item 
(a) 

Accrued Medical -  S e l f  Insured 
Accrued Vacation & Annual Leave 
Miscellaneous 

TOTAL 

Balance at End of Year 
(b) 

126,000 
528 , 952 
84 , I36 

-.. 

FERC FORM NO. 2 (12-96) Page 268 



e of Respondent This Report Is: Date of Report 
(Mo, Da, Yf) 

Natural G a s  Company, Inc. a An Original 3-31-99 

0 A Resubmission 

OTHER DEFERRER CREDITS (ACCOUNT 253) 

1 Report below the details called for concerning other deferred 2 For any deferred credit being amortized, show the period of 

Year Ending 

98 Dec 31., - 

credits 
- 

tine 
No - 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

iff 18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 - 

Description of Other 
Deferred Credits 

(a) 

Purchase Gas Cost 
Refunds 

Refund to Customers 
via GCR Filings 

Refunds Received . 

plus Interest Net 
of Refunds Transfer 
per GCR Filings 

TOTAL 

Balance at 
Beginning of Year 

I hl 

461,.147 

d 

461,147 

amodzation 
3. Minor items .(less than $2! 

DE 

Contra Account 

(C)  

. 803 

rs 

Amount 

403,594 

DOO) may be groul 

Credits 

(e) 

15 , 286 

by classes. 

Balance at  
End of Year 

(f) 

72,839 

FERC FORM NO. 2 (12-96) Page 269 (Next page is 2741 
~ 



Name of Respondent 

Line Account Subdivisions Balance at 
No Beginning of Year 

(a) (b) 

I This Report Is: 

Amounts Debited Amounts Credited 
to Account 41 0 1 to Account 41 1 1 

(C) ( 4  

1 Date of Report 

Ita.Natura1 Gas Company,'Inc. I). 
{Mo, Da, Yrl 

3-31-99 
An Original . 

0 A Resubmission 

FERC FORM NO. 2 (12-96) Page 274 



N e of Respondent 

Ita Natural Gas Company, Inc. 

I 0 A Resubmission 

I. Date of Report ' 

(Mo, Da, Yrl 

3-31-99 

This Report Is: 

a An Original 

Year Ending 

98 Dec. 31, __ 

9 

10 

11 

FERC FORM NO. 2 (12-961 Page 275 



Name of Respondent 

D e l t a  N a t u r a l  G a s  Company,  Inc. I) 
This Report Is: 

An Original 

U A  

Resubmission 

Date of Report 
~Mo, Da, Yrl 

3-31-99 

YearEnding I 
. 9 8  4 Dec 31;- 

ACCUMULATED DEFERRED INCOME TAXES-OTHER (ACCOUNT 283) 

1 Report the information called for below concerning the 2 For Other, include deferrals relating to other income and . . 

respondent's accounting for deferred income taxes relating to amounts 
recorded in Account 283 

deductions 

I CHANGES DURING YEAR 
1 

Line I 
No 

Account Subdivisions Amounts Credited I to Account 41 1 1 I Beginning of Year I Balance at 
to Account 410 1 
Amounts Debited 

I I I 
2 I Electric I 1 
3 Gas I8,393,000 ' I I 29,200 

1 I I I 

1 Local Income Tax 

FERC FORM NO. 2 (12-961 Page 276 



I Name of Respondent 

Ita Natural Gas Company, Inc. 

This Report Is: 

An Original 

L 4  
Resubmission 

Date of Report 
(Mo, Da, Yrl 
3-31-99 

Year Ending 

Dec 31. 1928 

ACCUMULATED DEFERRED INCOME TAXES-OTHER (ACCOUNT 2831(Continuedl 

3 Prpvide in a footnote explanations for pages 276 and 277 4 Add additional rows as necessary to report all data When rows 
lndude amounts relating to insignificant items listed under Other are added, the additional row numbers should follow in sequence, 

4.01. 4.02. and 6.01. 6.02. etc. Use seoara 

CHANGES DURING YEAR ADJUSTMENTS 

Debits Credits 
I I I 

Amount I Account No I Amount I Amounts Debited Amounts Credited Account No 
to Account 410 2 I to Account 41 1 2 I 

2 3 6 / 2 5 4  1 4 ,  '025 

14,025 

I I I I I 

pages as required. 

Balance at Line 
End of Year No I 

2 

8,436,725 

(4 

6.02 

8.436.725 

FERC FORM NO. 2 (12-96) Page 277 



e of Respondent 

e l t a  Natural Gas Company, Inc. 

This Report Is: 

a An Original 

C I A  
Resubmission 

Dec 31,- 
3-31-99 

OTHER REGULATORY LIABILITIES (ACCOUNT 254) 

1 Report below the details called for concerning other regulatory 2 For regulatory liabilities being amortized, show period of 

3 Minor items (5% of the Balance at End of Year for Account 254 
liabilities which are created through the ratemaking actions of 
regulatary agencies (and not includable in other amounts) 

amortization in column (a) 

or amounts less than $250,000, whichever is less) may be grouped by 

- 

tine 
No 
- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

ih 15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

iii 45 
- 

Description and Purpose of 
Other Regulatory Liabilities 

legulatory. Liability as. a 
lesult of Income Tax 
) i f f  erences 

legulatory Liability on 
Jnamortized ITC 

TOTAL 

FERC FORM NO. 2 (12-961 
I 

C 

Balance at 
Beginning of Year 

(b) 

428 975 

438,700 

867,675 

ses. . 

DEB1 

Account 
Credited 

(C) 

410 

411 

Page 278 

Amount 

(d) 

25 SO0 

46,200 

71,700 

Credits 

(e) 

Balance at 
End of Year 

(fl 

403,475 

392 500 

795,975 



Supplemental Gas Information 

Customers and MCF Sales 
YE 12-31-98 

For Reportinq Year 
' MCF of Natural Gas Sold Customers 

480 Residential 

481 Commercial & Industrial Sales 

Small (or Commercial) 

Large (or Industrial) 

482 Other Sales To Public Authorities 

484 Interdepartmental Sales 

TOTAL Sales to Ultimate Customers 

483 Sales for Resale 

TOTAL Natural Gas Service 

Dist. Type Sales by States (Incl. Main 
Line Sales to residential and 
Co,mmercial Customers) 

Main Line Industrial Sales (Incl. Main 
Line Sales tQ Public Authorities) 

Sales For Resale 

Other Sales to Public Authorities 

Interdepartmental Sales 

TOTAL 

(Local Distribution Only) 

2,142,319 

1,3 7.5,2 64 

184,674 

3.702.257 

3 , 702,257 

average 
32 111 

4,894 

69 

37.074 

37 074 

All KY 
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Name of Respondent This Report Is: Date of Report 
(Mo, Da, Yrl 

An Original 3-31-99 Delta Natural Gas Company, Inc. 

A Resubmission 
1 I 

Year Ending 
98 

Dee 31, - 

GAS OPERATING REVENUES 

Amount for 
Current 

Year 

1 Report below natural gas operating revenues for each 3 Other Revenues in columns (f) and (9) include reservation charges 
received by the pipeline plus usage charges,-less revenues reflected in 
columns (b) through (e) Include in columns ( f l  and (gl revenues for 
Accounts 480495 

prescribed account total The amounts must be consistent with the 
detailed data on succeeding pages 

upstream pipelines. 
2 Revenues in columns (b) and (c) include transition costs from 

I I 

. Amount for Amount for Amount for 
Previous Current Previous 

Year Year Year 

Line 
No 

(a) 

1 480-484 Sales 

2 485 Intracompany Transfers 

3 487 Forfeited Discounts 

4 488 Miscellaneous Semke Revenues 

5 489 1 Revenues from Transportation of Gas 
of Others Through Gathering 
Facilities 

Revenues from Transportation of Gas 
of Others Through Transmission 

off system 
489 2 

Title of Account 

(b) (Cl (dl (e) 

I REVENUES for Transition Costs 
and Take-or-Pay 

15 

16 

17 

REVENUES for 
GRI and ACA 

Subtotal: 

(Less) Provision for Rate Refunds 

TOTAL: 

496 

t I I 1 



Name for Respondent This Report IS: 

Delta Natural Gas Company, Inc. a An Original 

0 A Resubmission 

Date of Report 
(Mo, Da, Yrl 

3-31-99 

Year Ending 

98 Dec 31, - 

GAS OPERATING REVENUES (Continued) 

4 If increases or decreases from previous year are not derived 
from previously reported figures, explain any inconsistencies in a 
footnote . revenue 

6 Report the revenue from transportation services that 
are bundled with storage services as transportation service 

5 On Page 108. include information on major changes during the 
year, new service, and important rate increase: 

OTHER REVENUES 

Amount for Amount for 
Current Previous 

Year Year 

(f) ($7) 

30,340,393 34 , 951 , 272 

451,990 438,191 

.3,913: 350 3,685,423 

r decreases. 

Same as other Revenue 
TOTAL OPERATING REVENUES 

Amount for Amount for 
Current Previous 

mcf 
OF NATURAL GAS 

Amount for 
Current 
Year 

I I 3,702,257 

1,404 , 111 

3,903,096 

Amount for 
Previous 

Year 

I kl 

4 , 408 , 165 

1,372,205 

3 , 294 , 047 



Name of Respondent 

REVENUES FROM TRANSPORTATION OF GAS OF OTHERS THROUGH GATHERING FACILITIES (ACCOUNT489.1) 
. 

1 Repr t  revenues and 0th of gas delivered through gathering 
faciliies by zone of receipt (i e state in which gas enters respondent's 

2 Revenues for penalties including penalties for unauthorized 
On page 308 overruns must be 

D e l t a  Natural Gas Company, Inc. e 
T i  Reportls: 1 Date of Report 1 Year Ending 98 

(Mo, Da, Yrl 
An Original Dee 31, - 
A Resubmission '- \ 

3-31-99 

' \  

system) 
- 

tine 
No 

- 
1 

2 

3 

4 

5 

6 

7 

9 

10 

11 

12 

13 

14 

15 

16 

17 

i a  

19 

20 

21 

22 

Rate Schedule and 
Zone of Receipt 

REVENUES for Transition Costs 
and Ta 

' Amount for 
Current Year 

or-Pay 

Amount for 
Previous Year 

REVENUES for 
GRI a 

Amount for 
Current Year 

ACA 

Amount for 
Previous Year 

1e1 



Name of Respondent This Report Is: Date of Report 

a Natural  Gas Cbmpany, Inc. . R An Original 3-31-99 
{Mo, Da, Yd 

. .  0 A Resubmission 
* 
3 Other Revenues in columns (0 and (9) include reservation charges 

received by the pipeline plus usage charges, leSs revenues reflected in 
columns (b) through (el 

4 Delivered 0th of gas must not be adjusted for discounting I 

Year Ending 

Dec 31.98 

Amount for 
Current Year 

WENUES 

Amount for 
Previous Year 

TOTAL OPERA' 

Amount for 
Current Year 

NG'RNENUES. . 
Amount for 

Previous Year 

DEKATHERM OF 

Amount for 
Current Year 

4ATURAL GAS 

Amount for 
Previous Year 

- 

Line 
No 

- 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 - 



Jame of Respondent This Report IS: 

ta Natura l  Gas Company, Inc. 6;1 An Original 

0.  A Resubmission 

REVENUES FROM TRANSPORTATION OF GAS OF OTHERS T"NJGH TRANSMISSION FAClmlES (ACCOUNT 489.2) 

Date of Report Year Ending 
(Mo, Da, Yd 98 3-31-93 Dec 31, - 

"-"t 

1 Report revenues and 0th of gas delivered by Zone of Delivery 
ty Rate Schedule Total by Zone of Delivery and for all zones If 
eswndent does not have separate zones, provide totals by rate 

overruns must be reported on page 308 
3 Other Revenues in columns (fJ and (g) include reservation charges 

received by the pipeline plus usage charges for transportation and hub 
sem'ces, less revenues reflected in columns (b) through (e) ;chedule 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

24 

25 - 

lues for penalties including pen; 

Zone of Delivery, 
Rate Schedule 

(a) 

Ielta's transportatic 
rate schedule-same 
information as on pa: 
300 

IS for unauthorized 

REVENUES for Transition Costs 
and Tak 

Amount for 
Current Year 

r-Pay 

Amount for 
Previous Year 

REVENUES for 
GRI ar 

Amount for 
Current Year 

(d) 

Amount for 
Previous Year 

(e) 



I Name of Respondent 

Ita Natural Gas Company, Inc. I. 
This Report Is: 

An Original 

Date of Report 
(Mo, Da, Yd 
3-31-99 

I 0 A Resubmission I I 

Year Ending 

Dec 3 1 . 9 8  

I 1 

RNENUES FROM TRANSPORTATION OF GAS O F  OTHERS THROUGH TRANSMISSION FACILITIES (Continued) 
. 

. .  
4 Delivered Dth  of gas must not' be adjusted for discounting . 
5 Each incremental rate schedule and each individually certificated 

, 6 Where transportation services are bundled with storage services, 
report total revenues but only transportation 0th 

rate schedule must be separately reported 

OTHER 

Amount for * 

Current Year 

VENUES 

Amount for 
Previous Year 

TOTAL OPERA 

Amount for 
. Currentyear 

UG REVENUES 

Amount for 
Previous Year 

(i) 

DEKATHERM 01 

Amount for 
Current Year 

(il 

IATURAL GAS 

Amount for 
Previous Year 

Line 
No 

- 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

7 7  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 - 



Name of Respondent 

a Natural Gas Company, Inc. 

REVENUES FROM STORING GAS OF OTHERS (ACCOUNT 489.4) 

This Report IS: Date of Report Year Ending 

98 
(Mo, Da, Yrl 

An Original Dec 31,- 

A Resubmission 
3-31-99 

I -  

1 Report revenues and Dth of gas withdrawn from storage by Rate 

2 Revenues for penalties including penalties for unauthorized 

3 Other revenues in columns (0 and (g) include reservation charges, 
deliverability charges, injection and wirhdrawal charges, less revenues 
reflected in columns (b) through (e) 

Schedule and in total 

overruns 

Line 
N o  

1 

2 

3 

4 

5 

6 

B 

I) 24 

25 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

must be reported on page 308. 

Rate Schedule 

(a) 

. .  

REVENUES for Transition Cost 
and Tal 

Amount for 
Current Year 

or-Pay 

Amount for 
Previous Year 

. .. . .  
' REVENUES for 

GRI 8 

Amount for 
Current Year 

ACA 

Amount for 
Previous Year 

(e) 



Name of Respondent 

Natural Gas Company., Ine. 

REVENUES FROM STORING GAS OF OTHERS (ACCOUNT 489.41Continued) 

. 4 0th of gas withdrawn from storage must not be adjusted for 5 Where transportation sem-ces are bundled with storage services, 

This Report Is: Date of Report Year Ending 
(Mo, Da, yf) a An Original Dec 31.98 

0, A Resubmission 0313 1/99 

discounting report only 0th withdrawn from storage 

. OTHER 

Amount for 
Current Year 

WENUES 

Amount for 
Previous Year 

TOTAL OPERA 

Amount for 
Currentyear - 

NG REVENUES 

Amount for 
Previous Year 

(i) 

DEKATHERM 01 

Amount for 
Current Year 

IATURAL GAS 

Amount for 
Previous Year 

- 

Line 
No 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 - 



Name of Respondent This Report IS: D a t e  of Report 
(Mo, Da, Yd 

An Original 

A Resubmission 03/31/99 
e 
Dslta Natural Gas Company, Inc. 

Year Ending 

Dec 31.98 

2 

Line 
No 

3 

Description of Transaction 

(a) 

4 

5 

6 

TOTAL 

Revenues 
(in dollars) 

(b) 

FERC FORM NO. 2 (1 2-96) Page 308 [Next page is 3171 



r I I I I Name of Respondent 

‘0 
This Report Is: 

pfl An Original 

Date of Report Year Ending 
(MO, Da, Yrl 

Dec 3 1 . 2  

Delta Natural Gas Company, Inc. I 0 A Resubmission 1 03/31/99 

GAS OPERATION AND MAINTENANCE EXPENSES 

1 Report operation and maintenance expenses If the amount for 
previous year is not derived from previously reponed figures, explain in 
footnotes. 

2 Provide in footnotes the source of the index used to determine 
the price for gas supplied by shippers as reflected on line 74 

I I I 

N O  line I Account Amount for I Current Year 
Amount for 

Previous Year 

FERC FORM NO. 2 (72-96) Page 317 



Name of Respondent This Report Is: 

a An Original 

Date of Report Year Ending 
(Mo, Da, Yrl 

Dec 3 1 , q g  

Delta Na tu ra l  Gas Company, Inc .  I AResubmission I 03/3 1 /99 

33 

3 4  

35 

GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 
I I I 

770 Operation Supervision and Engineering 

771 Operation Labor 

772 Gas Shrinkage 

Line 
No 

37 

38 

39 

40  

41 

44 

45 

46 

Account 

~~ 

774  Power 

775 Materials 

776 Operation Supplies and Expenses 

777 Gas Processed by Others 

778  Royalties on Products Extracted 

779 Marketing Expenses 

780  Products Purchased for Resale 

781 Variation in Prooucts Inventory 

(Less) 782 Extracted Products Used by the Utility-Credit 

783 Rents 
I 

Amount for Amount for 
Current Year Previous Year I 

Maintenance 
I t 1 1 

TOTAL Maintenance (Total of lines 49 thru 56) 

TOTAL Products Extraction (Total of lines 4 7  and 57) 58 

FERC FORM NO. 2 (12-961 Page 378 



r i I Name of Respondent I This Report Is: 1 An Original 

Delta Natural Gas Company, Inc. I A Resubmission 

Date of Repon 
(Mo, Da, Yr) 

03/31/99 

Year Ending 

Dec 31, 98 - 

GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 
I. i i 

Line 
No 

Account i Amount for Amount for 
Current Year Previous Year 

I 
61 795 Delay Rentals 

62 796 Nonproductive Well Drilling 

63 797 Abandoned Leases 

64 798 Other Exploration 

68 800 Natural Gas Well Head Purchases 

69 800.1 Natural Gas Well Head Purchases, Intracompany Transfers 
1 

801 Natural Gas Field Line Purchases 

. 802 Natural Gas Gasoline Plant Outlet Purchases 

72 803 Natural Gas Transmission Line Purchases 16.260.037 20,839,565 
73 804 Natural Gas City Gate Purchases 

74  804.1 Liquefied Natural Gas Purchases 

75 805 Other Gas Purchases 

76 (Less) 805.1 Purchases Gas Cost Adjustments 

77 TOTAL Purchased Gas (Total of lines 68 thru 76) 16,260,037 20,839,565 
78 I 806 ExchanaeGas 1 1 

80 807.1 Well Expensb-Purchased Gas 

81 

82 

83 

84 

85 TOTAL Purchased Gas Expenses (Total of lines 80  thru 84) 16,260,037 20,839,565 

807.2 Operation of Purchased Gas Measuring Stations 

807.3 Maintenance of Purchased Gas Measuring Stations 

807.4 Purchased Gas Calculations Expenses 

807.5 Other Purchased Gas Expenses 

FERC FORM NO. 2 (12-96) Page 319 



D e l t a  Natural Gas Company, Inc. I AResubmission I 03/31/99 

Name of Respondent This Report Is: 

a An Original 4D 
Year Ending 

Dec 3 1 , x  

f 
-- i 

Date of Report 
(Mo, Da, Yd 

GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 
Line Account Amount for Amount for 

Previous Year Current Year 
No (b) (C) (a) 

06 

07 

88 

808.1 Gas Wnhdrawn from StorageDebit 

(Less) 808.2 Gas Delivered to  S to rageed i t  

809.1 Withdrawals of Liquefied Natural Gas for Processing-DebR 

91 

92 81 1 Gas Used for Products ExtractiowCredn 

93 

94 

95 

96 

810 Gas Used for Compressor Station Fuel-Credn 

81 2 Gas Used for Other Mirky OperationsCredn 

TOTAL Gas Used in Utiliky Operatiorw-Crdn (Total of lines 91 thru 93) 

81 3 Other Gas Supply Expenses 

TOTAL Other Gas Supply Exp. (Total of lines 77,78,85,86 thru 89,94,95) 

101 81 4 Operation Supervision and Engineering 1 
1 1 

102 81 5 Maps and Records 

103 81 6 Wells Expenses 
24,890 27,893 

81 7 tines Expense 

81 8 Compressor Station Expenses 
26 , 676 21,213 

104 

105 

106 

107 

108 

109 822 Exploration and Development 

81 9 Compressor Station Fuel and Power 

820 Measuring and Regulating Station Expenses 
821 Purification Expenses 1,761 

110 823 GasLosses 

111 824 OtherExpenses 

112 825 Storage Well Royalties 

113 826 Rents 

5,484 887 ' . 

54 , 064 62,113 

112,875 112 , 106 
TOTAL Operation no ta l  of lines of 1 OI t h r ~  11 3) 



Name of Respondent This Report Is: Date of Report 
(MO, Da, Yrl 1. An Original 

Year Ending 

Dec 3 1 , s  

122 

123 

124 

FERC FORM NO. 2 (12-961 Page 321 

836 Maintenance of Purification Equipment 

837 Maintenance of Other Equipment 1,052 989 

14,229 7,104 TOTAL Maintenance (Total of lines 1 16 thru 123) 
1 

128 

129 

130 

131 

132 

133 

840 Operation Supervision and Engineering 

841 Operation Labor and Expenses 

842 Rents 

842.1 Fuel 

842.2 Power 

842.3 Gas Losses 



- 

Name of Respondent 
L 

Delta Natural Gas C Q m n n n v -  T n c .  

This Repon Is: Date of Report Year Ending 
IMo, Da, Yr) 

Dec 31, - 98 An Original 

I AResubmission I 03/31/99 i 

149 

150 

151 

152 

153 

154 

155 

156 

157 

8 

9 

160 

161 

162 

163 

164 

1 1 . .  ‘-r---J 2 - - - - -  
1 

844.1 Operation Supervision and Engineering 

844.2 LNG Processing Terminal Labor and Expenses 

844.3 Liquefaction Processing Labor and Expenses 

844.4 Liquefaction Transportation Labor and Expenses 

844.5 Measuring and Regulating Labor and Expenses 

844.6 Compressor Station Labor and Expenses 

844.7 Communication System Expenses 

844.8 System Control and Load ~~ Dispatching 

845.1 Fuel 

845.2 Power 

845.3 Rents 

845.4 Demurrage Charges 

(less) 845.5 Wharfage Receipts-Credit 

845.6 Processing Liquefied or Vaporized Gas by Others 

846.1 Gas Losses 

846.2 Other Expenses 

GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 
I 1 1 

174 

177 

Line 
No 

847.8 Maintenance of Other Equipment 

TOTAL Maintenance (Total of lines 167 thru 1741 

TOTAL Liquefied Nat Gas Terminaling and Proc Exp (Total of lines 165 and 175) 

TOTAL Natural Gas Storage (Total of lines 125, 146, and 176) 

Accounr 1 Amount for 1 Previous Year 
Amounr for 
Current Year 1 

- 1  1 1 1 

FERC FORM NO. 2 (72-96) Page 322 



r I I 
e of Respondent hlr This Report IS: Date o f  Report 

(Mo, Da, YrJ 
An Original 

'fear Ending 

Dec 3 1 . 3  

Jelta Natural Gas Company, Inc. 1 A Resubmission I 03/31/99 

GAS OPERATION AND MAINTENANCE EXPENSES (Continued) 
i 

Line Account 
No 

Amount for 
Current Year 

Amount for 
Previous Year 

180 850 Operation Supervision and Engineering 

181 851 System Control and Load Dispatching 

182 852 Communication System Expenses 

183 853 Compressor Station Labor and Expenses 

184 

185 855 Other Fuel and Power for Compressor Stations 

186 

187 857 Measuring and Regulating Station Expenses 

188 

854 Gas for Compressor Station Fuel 

856 Mains Expenses R/W CLEARING 54,869 30,467 

858 Transmission and Compression of Gas by Others 

859 Other Expenses 

190 I 860 Rents 1 1 

1 1 

193 861 Maintenance Supervision and Engineering 

194 862 Maintenance of Structures and Improvements 

195 863 Maintenance of Mains 

196 

197 

198 866 Maintenance of Communication Equipment 

199 867 Maintenance of Other Equipment 

200 

864 Maintenance of Compressor Station Equipment 

865 Maintenance of Measuring and Regulating Station Equipment 

TOTAL Maintenance (Total of lines 193 thru 199) 
I 

2,548,9 14 2,502,175 

871 Oistribution Load Dispatching 35,141 33,611 

872 Compressor Station Labor and Expenses 

873 Compressor Station Fuel and Power 

204 870 Operation Supervision and Engineering P/R "SP 

207 

FERC FORM NO. 2 (12-96) Page 323 



Name of Respondent 

Delta Natural Gas Company, Inc. 
e 

I 1 I 

This Report Is: Date of Report Year Ending 
(Mo, Da, Yrl 

Dec. 3 1 , x  An Original 

/. \ 0 A .Resubmission 0 3 / 3 1 / 9 9  ! 

21 8 I 885 Maintenance Supervision and Engineering T/E & W/E 44.769 I 46,544 

886 Maintenance of Structures and Improvements 2,103 1,472 

887 Maintenance of Mains 142,295 144,938 

(1) amount est. imated 

FERC FORM NO 2 (12-961 Page 324 



Name of Respondent This Report IS: Date of Report 
lMo, Da, yf) 

An Original 

0 A Resubmission ta,Natural Gas Company, Inc. 03 13 11 99 

GAS OPERATION'AND MAINTENANCE EXPENSES (Continued) 
I I I I 

-.._ _ _  
Year Ending 

Dec 31, 98 - 

tine Account Amount for Amount for 
No Current Year Previous Year 

(b) (C) (a) 

735 904 [I- 345,870 3lQJIOO 

740 9- . .  I 

241 . 
I '  

~ 

913 A- 
. . .  10,775 15,669 

I I I I I 
I I 
I I 

364 9-e+ 

365 9- 

.. I 

440,458 435,302 

TOTAI ) '13~' 
. .  - 



Name of Respondent This Report Is: Date of Report 
(Mo, Da, Yrl a A n  Original 

Ita Natural Gas Company, Inc. A Resubmission 03/31/99 

&I gas exchange transactions during the year Provide subtotals 
for imbalance and no-notice quantities for exchanges. 

1 

Year Ending 

Dec 3 1 , s  

Line 
No ZonelRate Schedule 

1 

2 

3 

4 

5 

6 

7 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

ii 

Gas Received 
from 

Amount 
(b) 

FERC FORM NO 2 (12-96) Page 328 

lerS 

0th 
(C) 

Gas Delivered 
to 

Amount 
(d) 

hers 

0th 
(e) 

[Next page is 3311 



Name of Respondent 

a t a  Natural Gas ComDanv. Inc. 

This Report IS: Date of Report Year Ending 
(Mo, Da, yd 

Dec 3 1 , ~  

A Resubmission 03 /31 /99  

GAS USED IN UTILITY OPERATIONS 

1 Report below details of credits during the year to Accounts 81 0, 
81 1, and 812 

- 
tine 
N O  

7 

1 
- 
2 

3 
- 
4 

5 

L - 
8 - 
7 
B 
9 
10 

11 - 
12 

13 

14 

15 

16 

17 

18 

19 

20 

- 

- 
- 

- 

Purpose for Which Gas Was Used 

(a) 

810 Gas Used for Compressor 
Station Fuel - Credit 

81 1 Gas Used for Products 
Extraction - Credit 

Gas Shrinkage and Other Usage 
in Respondent's Own Processing 

Gas Shrinkage, etc for Respondent's 
Gas Processed by Others 

81 2 Gas Used for Other Utility 
Operations - Credit 
(Report separately for each principal 
use. Group minor uses.) 

Account 
Charged 

2 If any natural gas was used by the respondent for which a charge 
was not made to  the appropriate Operating expense or other account, 
list separately in column (c) the 0th of gas used, omitting entries in 
column (d). 

Manufactured Gas Natural Gas' 

Gas Used Amount of Gas Used 
(0th) (0th) 

(in dollars) 



Name of Respondent 

An Original I _  
This Report Is: Date of Report 

(Mo, Da, Yrl 
Year Ending 

Dec 31.98 

03/31/99 ,. 1 Delta Natural Gas Company, Inc. I u A Resubmission I 
TRANSMISSION AND COMPRESSION OF GAS BY OTHERS (ACCOUNT 858) 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

1 Report below details concerning gas transported or compressed 
for respondent by others equalling more than 1,000,000 0th and 
amounts of payments for such senn'ces during the year Minor kerns 
(less than 1,000,000) 0th may be grouped Also, include in column 
(c) an 

Line 
No 

- 

- 
1 

2 

3 

4 

5 

6 

7 

ints paid as transition costs to an upseam pipeline. 

Name of Company and Description of Service Performed 

(a1 

2 In column (a) give name of companies, points of delivery and 
receipt of gas Designate points of delivery and receipt so that they 
can be identified readily on a map of respondent's pipeline system 
3 Designate associated companies with an asterisk in column (b) 

TOTAL 

Amount of Payment 
(in dollars) 

0th of Gas Delivered 

FERC FORM NO. 2 (12-96) Page 332 
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1 1 1 I 
This Report Is: 

a A n  Original 

A Resubmission 

Name of Respondent Date of Report Year Ending 
(Mo, Da, Yrl 98 
3-31-99 Dec -31, - Delta.Natura1 Gas Company, Inc. 0 

OTHER GAS SUPPLY EXPENSES (ACCOUNT 81 3) 

1 Report other gas supply expenses by descriptive titles that clearly 1 17 4. and bsses on settlements of imbalances and gas losses not 
associated with storage separately Indicate the functional 
classification and purpose of property to which any expenses relate 
List separately items of $250,000 or more. 

indicate the nature of such expenses Show maintenance expenses, 
revaluation of monthly encroachments recorded in Account 
7 

l ine 
No - 
1 

2 

6 

7 

8 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Description 

(a) 

TOTAL 

Amount 
(in dollars) 

(b) 

FERC FORM NO. 2 (12-96) Page 334 



e of Respondent 

Delta Natural Gas Company, Inc. 

This Report is: 

An Original 

Date of Report 
(Mo, Da, Yrl 

3-31-99 
AResubmission I 

Year Ending 

98 Dec 31. 

MISCELLANEOUS GENERAL EXPENSES (ACCOUNT 930.2) 

1 Provide the information requested below on miscellaneous 2 For Other Expenses, show'the (a) Purpose, (b) recipient and (c) 
general expenses amount of such items List separately amounts of $250,000 or more 

however, amounts less than $250.000 may be grouped if the number 

tine 
No 

1 

2 

- 

3 

4 

5 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

24 

4 25 

(a) 

Industry association dues. 

Experimental and general research expenses 
a Gas Research Institute (GRI) 
b. Other 

Publishing and distributing information and reports to stockholders, trustee, registrar, and transfer 
agent fees and experkes, and other expenses of servicing outstanding securities of the respondent 

Other expenses 

Director's Fees & Expenses 

Fees - Conventions & Meetings 

Marketing 

Company Relations - Employees 

Customer & Public Information 

!.Public & Community Relations 

Conservation Program 

Lobbying Expenditures 

TOTAL 

Amount 
(in dollars) 

(b) 

45,776 

109 405. 

88 800 

. 4,930 

37., 869 

32,496 

51,114 

16,885 

48,914 

4,269 

440 458 

FERC FORM NO 2 (12-96) Page 335 



Name of Respondent This Report Is: 

An Original 

A Resubmission 

D e l t a  Natural Gas Company, Inc. e 
Date of Repon: Year Ending 

98 
(Mo, Da, Yrl 

Dec 31, __ 
3-31-99 

8 

9 

10 

I 1 I 

Transmission plant . . , .63$;,600 . I , . . 

Distribution plant 1,626 ,'OOO 
852,801 General plant 

... 

DEPRECIATION, DEPLETION, AND AMORTIZATION OF GAS PLANT (ACCOUNTS 403,404 1.404 2,404 3,405) 
Except Amortization of Acquisition Adjustments1 

1 Report in Section A the amounts of depreciation expense, 
depletion and amortizarion for the accounts indicated and classified 
according to the plant functional groups shown 

2 Report in Section E, column (b) all depreciable or amortizable 
plant balances to which rates are applied and show a composite total 
(If more desirable, report by plant account, subaccount or functional 
classifications other than those pre-printed in column (a) Indicate in a 
footnote the manner in which column (b) balances are 

- 
Line 
No 

Section A. Summary of Deprec 

Functional Classification 

(a) 

Intangible plant 

Production plant, manufactured gas 

Production and gathering plant, natural gas 

Products extraction plant 

Underground gas storage plant 

Other storage plant 

Base load LNG terminahg and processing plant 

ation, Depletion, and Amortization Charges 

Depreciation Expense Amortization and 
(Account 403) Depletion of 

Producing Natural 
Gas Land and Land 

Rights 
(Account 404 1) 

(b) . (C) 

~~~ 

116.000 

~ 

I 

343,000 

Amortization of 
Underground Storage 

Land and Land 
Rights 

(Account 404 2) 

11 

12 

- 
- 

Common plant-gas 

TOTAL 3 ,569 ,401  

FERC FORM NO. 2 (12-96) Page 336 



Name of Respondent This Report IS: Date of Report 
(Mo, Da, Yrl 

03/3 1 /99 
A n  Original 

A Resubmission 

ELTA NATURAL GAS COMPANY, I N C .  

DEPRECIATION, DEPLETION, AND AMORTIZATION OF GAS PLANT (ACCOUNTS 403,404 1.404 2,404 3,405) 
(Except Amortization of Acquisition Adjustments) (Continued 1 

' 

obtained If average balances are used; state the method of averaging 
used For column (c) report available information for each plant 
functional classification listed in column (a) If composite depreciation 
accounting is used, report available information called for in columns 
(b) and (c) on this basis Where the unit-of-production method is used 

to determine depreciation charges, showin a footnote any revisions 
made to estimated gas  reserves 
3 If provisions for depreciation were made during the year in 

addition to depreciation provided by application of reported rates, state 
in a footnote the amounts and nature of the provisions and the plant 
items to which related. 

Section A. Summary of Depreciation, Depletion, and Amortization Charges 

Year Ending 

Dec '3 1, 

Amortization of 
Other Limited-term 

Gas Plant 
(Account 404 3) 

Total 
(b to tJ 

Amortization of 
Other Gas Plant 
(Account 405) 

116,000 

343,000 
I 

953 

Functional Classification 

Other storage plant 6 

7 Base load LNG terminaling and processing plant 

631,600 Transmission plant a 
1,626,000 Distribution Plant 9 

852,801 General plant 10 

Common plant - gas 11 

3,570,354 TOTAL 12 

(a) 

Intangible plant 

Production plant, manufactured gas  

Production and gathering plant, natural gas 

Products extraction plant 

Underground gas  storage plant 

tine 
No 

- 
1 

2 

3 

4 

5 

- 



Name of Respondent This Report Is: Date of Repon 
(Mo, Da, Yrl 

3-31-99 
a An Original 

0 A Resubmission 

b , L T A  NATURAL GAS COMPANY, INC. 

Y.ear Ending 

98 
Dec 31, __ 

6 

7 

10 

DEPRECIATION, DEPLETION, AND AMORTIZATION OF GAS PLANT (Continued) 

4 Add rows as  necessary to completely report all data Number the 
additional rows in sequence a s  2.01, 2.02, 3.01, 3.02, etc. 

Section B. Factors Used in Estimating Depreciation Charges 
I I I 

Offshore 

Onshore 

General Plant 

tine 
No 

11 - 
12 

Functional Classification Plant Bases 
(thousands) 

Applied Depreciation 
or 

Amortization Rates 
hercent) 

2 Offshore 

3 Onshore 

14 I I I 

I FERC FORM NO 2 (12-96) Page 338 



Name of Respondent This Report Is: Date of Report 

Ita Natural Gas Company, Inc. 65 An Original 3-31-99 
(Mo, Da, Y/l e I 0 A Resubmission I i 

Year Ending 

Dec 3 1 , s  

PARTICULARS CONCERNING CERTAIN INCOME DEDUCTIONS AND INTEREST CHARGES ACCOUNTS 

Repon the information specified below, in the order given, for the Amounts of less than $250,000 may be grouped by classes within 
respective income deduction and interest charges accounts 

(a) Miscellaneous Amonization (Account 425)-Describe the nature 
of items included in this account, the contra account charged, the total 
of amortization charges for the year, and the period of amortization 
(b) Miscellaneous Income Deductions-fieport the nature, payee, and 

amount of other income deductions for the year as required by 
Accounts 426 1. Donations; 426 2. Life Insurance; 426 3, Penalties; 
426 4, Ekpenditures for Certain Civic, Political and Related Activities; 
and 426 5, Other Deductions. of the Uniform System of Accounts 

the above accounts 

each associated company that incurred interest on debt during the 
year, indicate the amount and interest rate respectively for (a) 
advances on notes, (b) advances on open account, (c) notes payable, 
(d) accounts payable, and (e) other debt, and total interest Explain 
the nature of other debt on which interest was incurred during the 
year 

(d) Other Interest Expense (Account 431 1 - Report details including 
the amount and interest rate for other interest charges incurred during 

(c) Interest on Debt to Associated Companies (Account 430)-For 

- 
Line 
No. 

1 
2 
3 
4 
5 
6 
7 

- 

b 12 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

31 
32 
33 
34 

30 

the year. 

Item 
(a) 

Cash Surrender Value of Officer’s Life Insurance 

Customer Deposit Interest 
Short - Term Notes Interest 

FERC FORM NO. 2 (12-96) Page 340 

Amount 
(b) 

30,637 
554 , 003 

584,640 
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Name of Respondent I This Report Is: 

Delta N a t u r a l  Gas Company ,  Inc. I) a An Original 

0 A Resubmission 

Date of Report 
(Mo Da Yrl 
3-31-99 

I Year Ending 

Dec 31, __ 98 I 
/- 
, 

REGULATORY COMMISSION EXPENSES (Account 928) 

. 1 
duriw the current year (or in previous years, if being amortized) 

Report below details of regulatory commission expenses incurred 2 In column (b) and (c), indicate whether the expenses were 
assessed by a regulatory body or were otherwise incurred by the 

relatin( 
such a - 
tine 
No 

7 

1 

2 

3 

4 

5 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

3 formal cases before a regulatory body, or cases in which 
bdy was a party. 

utility 

* Description 
(Furnish name o f  regulatory commission or body 

the docket number;and a description of the wse I 

(a) 

J?WLIC.SERVICE COMMISSION OF KY 

TOTAL 

FERC FORM NO 2 (72-96) Page 

Assessed by 
Regulatory 

Commission 

104,940 

-lo4 Y 940 

350 

Expenses 
of 

Utility 

ld 

Total 
Expenses 
to Date 

(d) 

Deferred in 
Account 182 3 

at  Beginning 
of Year 

(e) 



e of Respondent 11)1 ., -- 
D e l t a  Natural Gas Company, Inc. 

This Report Is: 

bd An Original 

A Resubmission 

Date of Report 
[Mo, Da, Yrl 
3-31-99 

Year Ending 

Dec 31,= 

I REGULATORY COMMISSION EXPENSES (Continued) 

3 Show in column (k) any expenses incurred in prior years that are 

4 Identify separately all annual charge adjustments (ACA) 

5 List in column (0, (g), and (h) expenses incurred during year 
which were charges currently to income, plant, or other accounts 

6 Minor items (less than $250,0OO).may be grouped 
being amortized List in column (a) the period of amortization 

EXPENSES INCURRED DURING YEAR 

CHA 

Department 

tn . 

;ED CURRENT1 

Account No 

(SI 

TO 

Amount 

(h) 

Deferred to 
Account 
182 3 

(i) 

AMORTIZED DURING YEAR 

Contra 
Account 

Amount Deferred in 
Account 182 3 

End of Year 
(1) 

- 

Line 
No 

- 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

15 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 - 
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I 
This Report Is Oate of Report Year Ending , 

Delta Natural Gas Company, Inc. 
(Mo, Da, Yrl 

Dec 31, 98 a A n  Original 

A Resubmission 
3-31-99 

DISTRIBUTION OF SALARIES AND WAGES 

Report below the distribution of total salaries and wages for the year 
Segregate amounts originally charged to clearing accounts to Utilify 
Departments. Construction, Plant Removals, 8nd Other Accounts. and 
enter such amounts in the appropriate lines and columns provided 

Line Classification Direct Payroll Allocation of Payroll Total 
No 

In determining this segregation of salaries and wages originally 
charged to clearing accounts, a method of approximation giving 
substantially correct results may be used When repofting detail of 
other accounts, enter as many rows as necessary numbered 
sequeotialy staning with 74.07, 74.02, etc. 

Distribution Charged for 
Clearing Accounts 

47 Total ance 
FERC FORM NO 2 ! * § 8  

118,530 
Page 354 



46 1 Administrative and General I I 
TOTAL Maintenance (Total of lines 40 thru 46) 

of Respondent This Report Is: Date of Report 
m (Mo, Da, Yrl 

I An Original 

Delta Natural Gas Company, Inc. I 0 AResubmission I 03 13 1 I 9 9  

1 

Year Ending 

Dec 31, 98 - 

DISTRIBUTION OF SALARIES AND WAGES (Continued] 
Line Ciassification Oirect Payroll Allocation of Payroll Total 
No Distribution Charged for 

Clearing Accounts 

70 I Electric Plant 1 1 

72 Other 1 

74 Other Accounts (Speafyl 

Gas Plant . 

TOTAL Plant Removal (Total of lines 70 thru 72) 

i ' 7 1  

1 ' 7 3  

74 01 
74 02 
74 03 
74 04 
74 05 
74 06 
74 07 
74 08 
74 09 
74 10 
74 11 
74 12 
74 13 
74 14 
74 15 
74 16 
74 17 
74 18 
74.19 

Merchandising 

Subs id ia r ies  

TOTAL Other Accounts 
TOTAL SALARIES AND WAGES 

1 FERC FORM NO 2 (12-96) Page 355 

2,162 

8,655 

10,818 
6; 125.333 

6,000 

6.000 
-0- 

2,162 

14,656 

16,818 
6,125,332 



1 1 i i 
This Report Is: 

a An Original. 

I 
Date of Report Year Ending 
(Mo, Da, yf) 

Dec 31, 98 - 
del ta  Natural Gas Company, Inc. I AResubmission I 03/31/99 

CHARGES FOR OUTSIDE PROFESSIONAL AND OTHER CONSULTATlVE SERVICES 

1 Report the information specified below for all charges made 
during the year included in any account (including plant accounts) for 
outside consultative and other professional services These services 
include rate, management, construction, engineering, research, 
financial, valuation, legal, accounting, purchasing, advertising, labor 
relations, and public relations, rendered for the respondent under 
written or oral arrangement, for which aggregate payments were 

any kind, or individual (other than for Services as an employee or for 
payments made for medical and related services) amounting to more 
than $250,000. including payments for legislative services, except 
those which should be reported in Account 426 4 Expenditures for 
Certain Civic, Political and Related Activ;ties 

(a) Name of person or organization rendering services 
(b) Total charges for th4 

made 1 

tine 
No 

- 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

i B  '4 

J 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 

28 

- 

iring the year to  any corporation partnership, organization of 2. - Designate associate 

Description 
(a) 

Not Applicable 
None over $250,000 

ear 

Amount 
(in dollars) 

[Next page is 5081 FERC FORM NO 2 (12-96) Page 357 



Name of Respondent 

Natural Gas Company, Inc, 

Year Ending 

Dec 3 7 , ~  

This Report Is: Date of Report 
(Mo, Da, Yrl a An Original 

0 A Resubmission 03/31/99 

COMPRESSOR STATIONS 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

3 

1 Report below details concerning compressor stations Use  the 2 For column (a), indicate the production areas where such stations 
are used Group relatively small field compressor stations by 
production areas Show the number of stations grouped Identify any 
station held under a title other than full ownership State in a footnote 
the name of owner or co-owner, the nature of respondent's title, and 

following subheadings: field compressor stations, products extraction 
compressor stations, underground storage compressor stations, 
aansmission compressor stations, distribution compressor stations, 
and other compressor stations 

pe 

Name of Station and Location 

(a) 

snt of ownership i f  io 

Number of Units 
at Station 

(b) 

y owned. . 

Certificated 
Horsepower for 

Each Station 
(C) 

Plant Cost 

(dl 



Name of Respondent 

am ta Natural Gas Company, Inc. 

This Report Is: 1 Date of Report I Year Ending 

Dee 31.98 I {Mo, Da, Yrl I An Original 

0 A Resubmission I 03/31/99 I 
I COMPRESSOR STATIONS (Continued) 

Oesignate any station that was not operated during the past year 
State in a foomote whether the book cost of such station has been 
retired in the books o f  account, or'what disposition of the station and 

and the date the unit was placed in operation 
3 For calumn (e), include.the type of fuel or power, i f  other than 

natural gas If two types of fuel or power are used, show separate 
entries for natural gas and the other fuel or power its book cost are contemplated Designate ani 

transmission compressor stations installed and 
during the year and show in a foomote each UI 

Expenses (Except dc 

Fuel or.Power :. 
. .  

I) 

I) 

.. 

reciation and taxes) 

other 

ompressor units in 
fi into operation 
's size 

': . , 

Gas for 
Compressor 
Fuel in Mh- 

Total Compressor 
Hours o f  Operation 

During Year 

I hl 

Operation Data . 

Number of 
Compressors 

Operated at Time 
of Station Peak 

(i) 

Date of 
Station 

Peak 

Line 
No 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 - 



Name of Respondent 

De a ta Natural Gas Company, Inc. 

This Report Is: Date of Report Year Ending 
(Mo, Da, Yf) 

An Original Dec 3 1 , x  

0 A Resubmission 03 /31  /99 
L 

i 

2 .  

3 

4 

5 

6 

January 

February 

March 1,499 1,499 . 

April 46,502 46,502 

May 1 303,501 303.501 . 
7 

8 

9 

11 

June 281,444 281,444 

July 288,007 288,007 
August 275,499 275,499 

September 261,093 261,093 

October 97,336 97,336 

12 

13 

November 

December . 

20 

21 

22 

23 

May 

JUne 

July 

August 

24 

25 

26 

28 

September 

October 950 950 

November 132,114 132,114 

December 262,943 262,943 

TOTAL (Total of lines 7 6 thru 27) 922,028 922,028 



I Name of Respondent This Report Is: 

An Original ta Natural Gas Company, Inc. 'e 
I 
I Date of Report Year Ending 

(Mo Da Yr) 
98 

Dee 31, - 3-31-49 

tine Item 

I 0 A Resubmission I I 

Total Amount 

1 

1 

2 

3 

4 

5 

6 

7 

GAS STORAGE PROJECTS (Continued) 

Top or Working Gas End of Year 

Cushion Gas (Including Native Gas) 

Total Gas in Reservoir (Total of line 1 and 2) 

Certificated Storage Capacity 

Number of Injection -Withdrawal Wells 

Number of Observation Wells 

Maximum Days' Withdrawal from Storage 

Withdrawn from Tanks . 

16 'Boil Off' Vaporization Loss 

FERC FORM NO. 2 (12-96) Page 513 



This Report Is: Date of Report 
(Mo, Da, Yr) 

Name of Respondent 

elta Natural Gas Company, Inc. An Original 

' A Resubmission 

3-3 1-9 9 P 
TRANSM ISSION LINES 

Year Ending 

Dec 31,- 98 

1 Report below, by state, the total miles of transmission lines of 

2 Report separately any lines held under a title other than full 

3 Report separately any line that was not operated during the past 
year Enter in a footnote the details and state whether the book cost 
of such a line, or any portion thereof, has been retired in the books of 
account, or what disposition of the line and its book costs are 

tach transmission system operated byrespondent a t  end of year 

3wnership Designate such lines with an asterisk, in column (b) and 

j n e  
uo 

Designation (Identification) 
of Line or Group o f  Lines 

(a) 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

lecimal point. 

Total Miles of 
Pipe 
(C) 

FERC FORM NO. 2 (12-961 Page 514 
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Name of Respondent I This Report Is: 

34 
35 
36 
37 

Ita Natural Gas Company, Inc. * 

Gas Withdrawn from Storage for System Operations 
Reduction in Line Pack 
Other (Describe) 
TOTAL 1 1 

An  Original i 1 0 A Resubmission 

IMo, Da, Yrl 
Dec 31, 98 

3-1-99 
I .. ,:: 

TRANSMISSION SYSTEM PEAK DELIVERIES 

1 Report below the total transmission system deliveries of gas (in 

. 

. heating season overlapping the year's end for which this report is 
submitted The season's peak normally will be reached before the due 
date of this report, April 30, which permits inclusion of the peak 
information required on this page Add rows as necessary to report all 

0th). excluding deliveries to storage, for the period of system peak 
deliveries indicated below, during the 12 months embracing the 

data. Number additional rows 6.01, 6.02, etc. 
Line I Description i Dth of Gas i Dth of Gas i Total 

No I i Delivered to 
Others 

3 No-Notice Transportation i 
4 Other Firm Transportation i 
5 Interruptible Transportation 
6 Other (Describe) , 

6.01 

22 No-Notice Transportation 
23 Other Firm Transportation . 
24 Interruptible Transportation 
25 Other (Describe) 
25.01 

28 No-Notice Storage 1 
29. Other firm Storage 
30 Interruptible Storage 
31 Other (Describe) 
31.01 I 
"- 

.. . .  r 

Page 578 



1 I I 1 I Name of Respondent 

Ita Natural Gas Company, Inc. ‘8 
I This Report Is: I Date of Report I Year Ending 

IMo, Da, Yrl 
98 Dec 31, - 3-31-99 I 1 a An Original 

I AResubmission I 
~I AUXILIARY PEAKING FACILITIES 

I 1 Report below auxiliary facilities of the respondent for meeting 
seasonal peak demands on the respondent‘s system, such as 
underground storage projects, liquefied petroleum gas installations, 
gas liquefaction plants, oil gas sets, etc 

For other facilities, report the rated maximum daily delivery capacities 

plant used jointly with another facility on the basis of predominant 
use, unless the auxiliary peaking facility is a separate plant as 
contemplated by general instruction 12 of the,Uniform System of 

3 For column (d), include or exclude (as appropriate) the cost of any 

2 For column (c), for underground storage projects, report the 
delive 
year+ 

Line 
No 

, 

1 
2 
3 
4 
5 
6 
7 
a 

b .3 

14 
15 

24 

26 

28 
29 
30 

capacity on  February 1 of the heating season overlapping the Accounts 
I for which this report is : 

Location of 
Facility 

,mined. 

TYP? of 
Facilitv 

(b) 

Maximum Daily 
Delivery Capacity 

of Facility 
0 t h  

(Cl 

cost of 
Facility 

(in dollars) 

(dl 

Was Facility Operated 
on Day of Highest 
Transmission Peak 

Deli 

Yes 
(e) 

!ry? 

No 
(0 
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Name of Respondent This Report IS: 

ta Natural Gas Company, Inc. 0 
Date of Report Year Ending 
(Mo, Da, Yrl 
3-31-99 An Original 

I u A Resubmission 1 i 
I Dec 31.98 

GAS ACCOUNT - NATURAL GAS 

1 The purpose of this schedule is to account for the quantity of 
natural gas received and delivered by the respondent 

2 Natural gas means either natural gas unmixed or any mixture of 
natural and manufactured gas 
3 Enter in column (c) the Dth as reported in the schedules indicated 

for the items of receipts and deliveries 
4 Indicate in a footnote the quantities o f  bundled sales and 

transportation gas and specify the line on which such quantities are 
listed 

transported or sold through its local distribution facilities or intrastate 
facilities and which the reporting pipeline received through gathering 
facilities or intrastate facilities, but not through any of the interstate 
portion of the reporting pipeline, and (3) the gathering line quantities 
that were not destined for interstate market or that were not 
transported through any interstate portion of the reporting pipeline 

7 Also indicate in a footnote (1)  the system supply quantities of gas 
that are stored by the reporting pipeline, during the reporting year and 
also reported as sales, transportation and compression volumes by the - - 

5 If the respondent operates t w o  or more systems which are not 
interconnected, submit separate pages for this purpose Use copies of 
pages 520 

commission regulation which did not incur FERC regulatory costs by 
showing (1 the local distribution volumes another jurisdictional 
pipeline delivered to  the local distribution company portion of the 
reporting pipeline (2) the quantities that the reporting pipeline 

6 Also indicate by footnote the quantities of gas not subject to 

reporting pipeline during the same reporting year, (2) the system 
supply quantities of gas that are stored by the reporting pipeline during 
the reponing year which the reporting pipeline intends to sell or 
transport in a future reporting year, and (3) contracf storage 
quantities 

are included in both the company's total sales figure and the 
company's total transportation figure Add additional rows as 
necessary to report all data, numbered 14.01, 14.02, etc. 

8 Also indicate the volumes of pipeline production field sales that 

D1 NAME OF SYSTEM 

I Gas o f  Others Received for Gatherinq (Account 489.1) 
5 I Gas of Others Received for Transmission (Account 489.21 I 305 I 5,%207 

13 
14 
15 
16 
17 
18 
19 

33 

35 
36 
37 



. .  
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Name of Respondent 

elta Natural Gas Company, Inc. b 
. .  

Year Ending 

Dec 31,- 

This Report IS: Date of Report 
(Mo, Da, Yrl 
3-31-99 An Original 

A Resubmission 

SYSTEM MAPS 

1 Furnish five copies of a system map (one with each filed copy of 
this report) of the facilities operated by the respondent for the 
production, gathering, transportation, and sale of natural gas New 
maps need not be furnished if no important change has occurred in the 
facilities operated by the respondent since the date of the maps 
furnished with a previous year's annual report If, however, maps are 
not furnished for this reason, reference should be made in the space 
below to the year's annual report with which the maps were 
furnished 
2 Indicate the following information on the maps: 

(a) Transmission lines 
(b) Incremental facilities 
(c) Location of gathering areas 
(d) Location of zones and rate areas 
(e) Location of storage fields 
( f )  Location of natural gas fields. 

(9) Location of compressor stations 
(h) Normal direction of gas flow (indicated by arrows) 
(i) Size of pipe 
(j) Location of products extraction plants, stabilization plants, 

purification plants, recycling areas, etc 
(k) Principal communities receiving service through the 

respondent's pipeline 
3 In addition, show on each map: graphic scale of the map; date of 

the facts the map purpons to show; a legend giving all symbols and 
abbreviations used; designations of facilities leased to or from another 
company, giving name of such other company 
4 Maps not larger than 24 inches square are desired If necessary, 

however, submit larger maps to show essential information Fold the 
maps to  a size not larger then this report Bind the maps to the 
report 
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a An Original 
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Footnote 
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I n A Resubmission I I 

Page 
NO 
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Gas account - natural . 
Gas 
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. 328 exchanged, natural . . . . .  . .  .. . .  . . . .  328 
220 

received . .  
stored underground . . . . . . . .  
used in utility operations, credit . . . . .  . . 331 

.. 204-209 plant in service . . . . . . . .  ... . . .  . . .  302-303 
21 8 

. .  101 
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General description of construction overhead procedures 
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.. 
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. .  . 114-116 
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other . . . .  . .  
subsidiary companies . . .  

. .  
Instructions for filing the FERC Form No 2 
Investment 

.. . .  .. 
. .I. 

-securities disposed of during year 
temporary cash . 

Law, excerpts applicable to  this report form 
List of Schedules, this report form 

. .  .. ... 
4B 
Legal proceedings .during year . . . .  . . .  
Long-term debt . . ..... . . .  

Management and engineering contracts . 
Map, system . . . . . .  . .  . . . .  . .  

. . . . .  
.. . .  . . .  assumed during year . . . .  .. retained during year .. .. ..... 

.. . . . . . . . . . .  
Miscellaneous general expense . 

.. ... 340 
256-257 .... 

1-111 

. . 222-223 
. .  222-223 

224-225 
. . 222-223 
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. . .  . iv 

108 
256-257 

. . . .  255 
. . 255 

. 357 
.. 5.?2 

335 

2-3 

Notes ... 256-257 
122 
122 

. .  Payable, advances from associated companies ..... ... 

to financial statement ... 122 

.. . . . . .  to balance sheet 

to statement of income for the year 1 
. . . .  .. 

I ... . . .  ................ . . . .  Operating 
31 7-325 
300-301 

. .  expenses-gas 
revenues - gas . . . .  

Other .. 253 

253 
334 

other supplies expense .. 253 
paid-in capital 253 

. -  ... 232 
. 278 regulatory assets 

donations received from stockholders . . . . . . .  
miscellaneous paid-in capital . . .  

reduction in par or stated value of capital stock 

regulatory liabilities . . .  . .  

gains on resale or cancellation of reacquired capital stock . . . . . . .  . . . . . . .  253 

. . .  . . . . . .  
. . .  
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. .  .. . .  . 518 deliveries, transmission system, . .  a 

' 
Retained earnings . .  . . . . . . . .  . . . . . . . . .  118-119 appropriated . . . . . . . . .  

statement of . . . . . . .  . . .  118-1 19 
unappropriated . . 118-119 

i 
I 

' 

I 

' 

?evenues . .  306-307 
from transportation of gas through gathering facilities .. . 302-303 
from storing gas of others . . .  . .  
from transportation of gas through transmission facilities . 304-305 
gas operating . .  300 

Salaries and wages, distribution of . . . . . . . . .  . .  . 354-355 
Sales . . 300-301 

.. . . .  222-223 
Securities 

disposed of during year . . . 107 holders and voting powers . .  
investment in associated companies . .. 
investment, others . . .. . . .  

.. . 255 issued or assumed during year .. . 255 refunded or retired during year 
registered on a national exchange 
Stock liability for conversion . . .  .. . . 252 

. 222-223 . 222-223 ...... ... . . . .  

250-25 1, 256-257 

Reacquired 
250-251 capital stock . .  . . .  

Receivers' certificate . . -  .. 256-257 
long-term debt ... . . .  . 256-257 

Reconciliation of reported net income with taxable income from Federal income taxes . .  . 261 
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2. Please provide Delta’s Form 10-K submitted to the SEC and Delta’s Annual Report 
to the Stockholders for the years 1997 and 1998. 

RESPONSE: 

See attached. 

WITNESS: John Hall 
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PART I 

Item 1. Business 

General 

Delta Natural Gas Company, Inc. (“Delta” or “the Company”), a regulated pthlic utility, 
was organized in 1949. Delta established its first retail gas distribution system in 1951, which 
provided service to 300 customers in Owingsville and Frenchburg, Kentucky. As a result of 
acquisitions and expansions of its customer base within its existing service areas, Delta provides 
retail gas distribution service to 38,000 customers in central and southeastern Kentucky and, 
additionally, provides transportation service to industrial customers and interconnected pipelines 
located in the area. 

Gas Operations and Supply 

The Company purchases and produces gas for distribution to its retail customers and also 
provides transportation service to industrial customers and inter-connected pipelines through 
facilities located in 20 predominantly rural counties in central and southeastern Kentucky. The 
economy of Delta’s service area is based principally on light industry, farming and coal mining. 
The communities in Delta’s service area typically contain populations of less than 20,000. The 
four largest service areas are Nicholasville, Corbin, Berea and Middlesboro, where Delta serves 
6,600, 6,300, 3,800 and 3,500 customers, respectively. 

The communities served by Delta continue to expand, resulting in growth opportunities 
for the Company. Industrial parks have been developed in certain areas and have resulted in new 
industrial customers, some of which are on-system transportation customers. As a result of this 
growth, Delta’s total average customer count increased by 2.6% in 1998. 

Currently, over 99% of Delta’s customers are residential and commercial. Delta’s 
remaining, light industrial customers purchased 6% of the total volume of gas sold by Delta at 
retail during 1998. 

The Company’s revenues are affected by various factors, including rates billed to 
customers, the cost of natural gas, economic conditions in the areas that the Company serves, 
weather conditions and competition. Delta competes for customers and sales with alternative 
sources of energy, including electricity, coal, oil, propane and wood. The Company’s marketing 
subsidiaries, which purchase gas and resell it to various industrial customers and others, also 
compete for their customers with producers and marketers of natural gas. Gas costs, which the 
Company is generally able to pass through to customers, may influence customers to conserve, or, 
in the case of industrial customers, to use alternative energy sources. Also, the potential bypass 
of Delta’s system by industrial customers and others is a competitive concern that Delta has 
addressd and will continue to address as the need arises. - 
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Delta’s retail sales are seasonal and temperature-sensitive as the majority of the gas sold by 
Delta is used for heating. This seasonality impacts Delta’s liquidity position and its management of 
its working capital requirements during each twelve month period, and changes in the average 
temperature during the winter months impacts its revenues year-to-year (see Management’s 
Discussion and Analysis of Financial Condition and Results of Operations). 

a 

Retail gas sales in 1998 were 4,112,000 Mcf, generating $33,435,000’in rsenues, as 
compared to 4,299,000 Mcf and $33,561,000 in revenues for 1997. Heating degree days billed 
during 1998 were 93.5% of normal as compared with 103.5% in 1997. Sales volumes decreased 
by 187,000 Mcf, or 4.4%, in 1998 as compared to 1997. 

Delta’s transportation of natural gas during 1998 generated revenues of $4,360,000 as 
compared with $3,596,000 during 1997. Of the total transportation in 1998, $3,877,000 
(3,467,000 Mcf) and $483,000 (1,489,000 Mcf) were earned for transportation for on-system and 
off-system customers, respectively. Of the total transportation for 1997, $3,2 14,000 (2,863,000 
Mcf) and $382,000 (1,205,000 Mcf) were earned for transportation for on-system and off-system 
customers, respectively. 

As an active participant in many areas of the natural gas industry, Delta plans to continue 
its efforts to expand its gas distribution system. Delta continues to consider acquisitions of other 
.gas systems, some of which are contiguous to its existing service areas, as well as expansion 
within its existing service areas. During November, 1996, Delta acquired the City of North 
Middletown gas system in Bourbon County, consisting of 180 primarily residential customers. 
During July, 1997, Delta purchased the gas system of Annville Gas & Transmission Corporation 
in Jackson County, which serves several industrial and residential customers. This system was 
expanded by Delta during 1998 to provide gas service to customers in the City of Annville. 

‘ @ 

The Company also anticipates continuing activity in gas production and transportation and 
plans to pursue and increase these activities wherever practicable. The Company will continue to 
consider the construction or acquisition of additional transmission, storage and gathering facilities 
to provide for increased transportation, enhanced supply and system flexibility. During June, 
1997, Delta acquired TranEx Corporation, which owns a 43 mile, 8 inch diameter steel pipeline 
that extends from Clay County to Madison County. During 1998, the TranEx pipeline was 
connected to Delta’s system in the Richmond area. It also interconnects with a pipeline of 
Columbia Gulf Transmission Company (“Columbia Gulf’) in Madison County as well as Delta’s 
transmission pipeline system in Clay County. Delta is utilizing the pipeline to deliver natural gas 
for injection into the Company’s Canada Mountain storage field as well as for system supply and 
transportation. 

Some producers in Delta’s service area can access certain pipeline delivery systems other 
than Delta, which provides competition from others for transportation of such gas. Delta will 
continue its efforts to purchase or transport any natural gas available that is produced in 
reasonable proximity to its facilities. 

-Delta receives its gas supply from a combination of interstate and Kentucky sourxxs. 
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Delta’s interstate gas supply is transported and/or stored by Tennessee Gas Pipeline 
Company (“Tennessee”), Columbia Gas Transmission Corporation (“Columbia”), Columbia Gulf 
and Texas Eastern Transmission Corporation . Delta acquires its interstate gas supply from gas 
marketers. 

Delta’s agreements with Tennessee extend until 2000 and thereafter continue on a year-to- 
year basis until terminated by either party. Tennessee is obligated under the ageements to 
transport up to 17,600 Mcf per day for Delta. Delta acquires its gas for transportation by 
Tennessee under an agreement with a gas marketer. During 1998, Delta purchased 1,290,000 
Mcf fiom the gas marketer under an agreement that extends through April, 1999. The Company 
expects to extend the terms of these agreements. 

Delta’s agreements with Columbia and Columbia Gulf extend until 2008 and thereafter 
continue on a year-to-year basis until terminated by one of the parties to the particular agreement. 
Columbia and Columbia Gulf are obligated under the agreements to transport up to 12,000 Mcf 
per day and 4,000 Mcf per day, respectively, for Delta. Delta acquires its gas for transportation 
by Columbia and Columbia Gulf under agreements with a gas marketer. During 1998, Delta 
purchased a total of 704,000 Mcf fiom the gas marketer under agreements that extend through 
April, 2000. 

Delta has an agreement with The Wiser Oil Company (“Wiser”) to purchase natural gas 
fiom Wiser through October, 1999. Delta and Wiser annually determine the daily deliverability 
fiom Wiser, and Wiser is committed to deliver that volume. Wiser currently is obligated to 
deliver 9,900 Mcf per day to Delta through October 3 1, 1998, and 8,910 Mcf per day on and after 
November 1, 1998. Delta purchased 956,000 Mcf from Wiser during 1998. 

Delta has agreements with its wholly-owned subsidiary, Enpro, Inc. (“Enpro”) to purchase 
all the natural gas produced from Enpro’s wells on certain leases in Bell, Knox and Whitley 
Counties, Kentucky. These agreements remain in force so long as gas is produced in commercial 
quantities fiom the wells on the leases. Remaining proved, developed natural gas reserves are 
estimated at 4,200,000 Mcf Delta purchased a total of 225,000 Mcf from those properties during 
1998. Enpro also produces oil from certain of these leases, but oil production has not been 
significant. 

Delta purchases gas under agreements’ with various other marketers and Kentucky 
The combined volumes of gas purchased from these sources during 1998 were producers. 

1,062,000 Mcf 

Delta’s wholly-owned subsidiaries, Delta Resources, Inc. (“Resources”) and Delgasco, 
Inc. (“Delgasco”) purchase gas under agreements with various marketers and Kentucky 
producers. The gas is resold to industrial customers on Delta’s system, to Delta for system supply 
and to others. The combined volumes of gas purchased by Resources and Delgasco from these 
sources during 1998 were 3,652,000 Mcf 

.-Delta has completed the development of an underground natural gas storage field, with an 
estimated working capacity of 4,000,000 Mcf This field has been used to provide a portion of 
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Delta’s winter supply needs since 1996. This storage capability permits Delta to purchase and 
store gas during the non-heating months, and then withdraw and sell the gas during the peak 
usage months. 

-- Although there are competitors for the acquisition of gas supplies, Delta continues to seek 
additional new gas supplies from all available sources, including those in the proximity of its 
facilities in southeastern Kentucky. Also, Resources and Delgasco continue 40 pursue 
acquisitions of new gas supplies from Kentucky producers and others. Delta will continue to 
maintain an active gas supply management program that emphasizes long-term reliability and the 
pursuit of cost effective sources of gas for its customers. 

Regulatory Matters 

Delta is subject to the regulatory authority of the Public Service Commission of Kentucky 
(“PSC”) with respect to various aspects of Delta’s business, including rates and service to retail 
and transportation customers. The company monitors the need to file a general rate case as a way 
to adjust its sales prices. Delta currently has no general rate cases filed with the PSC. 

Effective November 30, 1997, Delta received approval from the PSC for an annual 
revenue increase of $1,670,000. This resulted from a general rate case that Delta had filed with 
the PSC during March, 1997. Effective May 1, 1998, Delta received approval from the PSC for 
an additional annual revenue increase of $1 17,000 in this rate case, resulting from a rehearing of 
certain tax-related items. 

Delta’s rates include a Gas Cost Recovery (“GCR’) clause, which permits changes in 
Delta’s gas costs to be reflected in the rates charged to customers. The GCR requires Delta to 
make quarterly filings with the PSC, but such procedure does not require a general rate case. The 
PSC is allowing Delta through its GCR clause to recover its costs in connection with its recently 
developed storage facilities on Canada Mountain. 

During 1997, the PSC established a proceeding to investigate affiliate transactions. Delta 
is a party to this proceeding, and has responded to a PSC data request relating to Delta’s 
subsidiaries. Delta cannot currently predict the outcome of this proceeding or the impact on 
Delta’s rates, if any. 

The PSC convened proceedings during 1997 with various regulated utilities and other 
interested parties to discuss the potential unbundling of natural gas rates and services in Kentucky. 
On July 1, 1998 the PSC concluded the proceedings without requiring fbrther unbundling at this 
time of prices and service options for residential and small commercial customers. Delta 
participated actively in those meetings and plans to continue to provide comments in fbture 
discussions concerning regulatory and legislative issues relating to unbundling. 

In addition to PSC regulation, Delta may obtain non-exclusive franchises from the cities 
and co-munities -.- in which it operates authorizing it to place its facilities in the streetsand public 
grounds. However, no utility may obtain a franchise until it has obtained from the PSC a 
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Certificate of Convenience and Necessity authorizing it to bid on the franchise. Delta holds 
franchises in four of the ten cities in which it maintains branch ofices and in seven other 
communities it serves. In the other cities and communities served by the Company, either Delta's 
fianchises have expired, the communities do not have governmental organizations authorized to 
grantfranchises, or the local governments have not required or do not want to offer a franchise. 
Delta attempts to acquire or reacquire franchises whenever feasible. 

*" . 
Without a franchise, a local government could require Delta to cease its occupation of the 

streets and public grounds or prohibit Delta fiom extending its facilities into any new area of that 
city or community. To date, the absence of a franchise has had no adverse effect on Delta's 
operations. 

Capital Expend it u res 

Capital expenditures during 1998 were $1 1.2 million and for 1999 are estimated to be 
$6.8 million. The Company expects a reduced level of capital expenditures in 1999 due to the 
substantial completion of the underground natural gas storage field project in 1998. The 
Company is planning for expenditures for system extensions, computer system upgrades and the 
replacement and improvement of existing transmission, distribution, gathering and general 
facilities. 

Employees 

Delta employed a total of 181 fLll-time employees on June 30, 1998. Delta considers its 
Delta's employees are not represented by relationship with its employees to be satisfactory. 

unions or subject to any collective bargaining agreements. 
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Consolidated Statistics 

e For the Years Ended June 30, 

Retai l  Customers Served, 
End of Period 

-. . 
Residential . . . . . . . . . . . . . .  
Commercial . . . . . . . . . . . . . . .  
Industrial . . . . . . . . . . . . . . .  

Total . . . . . . . . . . . . . . . . .  

Operating Revenues ($000)  
Residential sales . . . . . . . .  
Commercial sales . . . . . . . . .  
Industrial sales . . . . . . . . .  
On-system transportation . 
Off-system transportation. 
Subsidiary sales . . . . . . . . .  
Other .................... 

Total . . . . . . . . . . . . . . . . .  

System Throughput 
(Million Cu. F t . )  

Residential sales . . . . . . . .  
Commercial sales . . . . . . . . .  
Industrial sales . . . . . . . . .  

Total retail sales . . . .  

I On-system transportation.. 

Off-system transportation. 

Total . . . . . . . . . . . . . . . . .  

1998 1997 1996 1995 1994 

31,596 31,380 29,840 29,029 27,939 
4,287 4,242 

7 2"' 76  
. .  

4 , 753 4,761 4,453 
70 74 75 - -  

36,419 36,215 34,368 33,388 32,257 - -  

19,969 19,694 16,540 14,772 16,597 
11,890 11,977 9,788 8,673 9,663 
1 , 576 1,890 1,483 1,248 1,671 
3 , 877 3,214 2,913 2,588 2,310 

483 382 4 1 8  4 6 1  62 3 
6 , 335 4,904 5,297 3,959 3,755 
128 108 137 143 228 - -  

44,258 42,169 36,576 31,844 34,847 - -  

2 , 377 2,464 2,741 2,173 2,511 
1,504 1,557 1,673 1,328 1,506 
231 278 2 9 1  223 316 - -  

4 , 112 4,299 4,705 3,724 4,333 

3 , 467 2,863 2,570 2,390 2,186 

1 , 489 1,205 1,134 1,452 1,997 - - -  

9,068 8,367 8,409 7,566 8,516 - -  

Average Annual Consumption P e r  
End of Period Residential 
Customer (Thousand Cu. F t . )  . 75 79 92 75 90 

Actual .................... 4,397 4,867 5,280 4,215 4,999 

(4,701) ................. 93.5 103.5 112.3 89.7 106.3 

Lexington, Kentucky D e g r e e  Days 

Percent of 30 year average 
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For the Years Ended June 30,  1998 

Average Revenue Per Mcf Sold 
at -tail ($) ............. 8.13 

Average Gas Cost Per Mcf Sold 
at -Retail ( $ 1  ............. 4.60 

1997 1996 1995 1994 

7.81 5.91 6.63 6.44 

4.62 2.81 3.37 3.34 

. *  

Item 2. Properties 

Delta owns its corporate headquarters in Winchester, Kentucky. In addition, Delta owns 
buildings used for branch operations in nine of the cities it serves and rents an ofice building in 
one other city. Also, Delta owns a building in Laurel County used for training as well as 
equipment and materials storage. 

The Company owns 2,043 miles of natural gas gathering, transmission, distribution and 
service lines. These lines range in size up to twelve inches in diameter. There are no significant 
encumbrances on these assets. 

Delta holds leases for the storage of natural gas under 8,000 acres located in Bell County, 
Kentucky. This property was developed for the underground storage of natural gas and has an 
estimated capacity to store 4,000,000 Mcf of gas. 

Delta owns the rights to any oil and gas underlying 3,500 acres in Bell County. Portions 
of these properties are used by Delta for the storage of natural gas. The maximum capacity of the 
storage facilities is 550,000 Mcf. These properties otherwise are currently non-producing, and no 
reserve studies have been undertaken on the properties. 

Enpro owns interests in certain oil and gas leases relating to 11,000 acres located in Bell, 
Knox and Whitley Counties. There presently are 56 gas wells and 7 oil wells producing from 
these properties. Enpro’s remaining proved, developed natural gas reserves are estimated at 
4,200,000 Mcf. Oil production from the property has not been significant. Also, Enpro owns 
the oil and gas underlying 11,500 additional acres in Bell, Clay and Knox Counties. These 
properties are currently non-producing, and no reserve studies have been performed on the 
properties. 

Under the terms of an agreement with a producer relating to 14,000 acres of Enpro’s 
undeveloped holdings, the producer is conducting exploration activities on the acreage. Enpro 
reserved the option to participate in wells drilled and also retained certain working and royalty 
interests in any production from fbture wells. 

There are no significant encumbrances on the Company’s assets. 
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Item 3. Legal Proceedings 

Delta and its subsidiaries are not parties to any legal proceedings which are expected to 
have a materially adverse impact on the financial condition or results of operations of the 
Company . 

. w.. 
Item 4. Submission of Matters to a Vote of Security Holders 

No matter was submitted during the fourth quarter of 1998. 

PART I1 

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters 

Delta has paid cash dividends on its common stock each year since 1964. While it is the 
intention of the Board of Directors to continue to declare dividends on a quarterly basis, the 
frequency and amount of hture dividends will depend upon the Company’s earnings, financial 
requirements and other relevant factors, including limitations imposed by the indenture for the 
Debentures. There were 2,410 record holders of Delta’s common stock as of August 1, 1998. 

Delta’s common stock is traded in the National Association of Securities Dealers 
Automated Quotation (“NASDAQ”) National Market System under the symbol DGAS. The 
accompanying table reflects the high and low sales prices during each quarter as reported by 
NASDAQ and the quarterly dividends declared per share. 

’ 0 

Quarter 

Fiscal 1998 

First 
Second 
Third 
Fourth 

Fiscal 1997 

First 
Second 
Third 
Fourth 

Range of Stock Prices($) Dividends 
HiJ& Low Per Share($) 

18 114 16 314 
19 112 17 314 
19 114 16 518 
18 16 314 

18 314 15 112 
19 112 17 314 
19 112 17 
18 112 16 

.285 

.285 

.285 

.285 

.285 

.285 

.285 

.285 
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During July, 1997, Delta distributed 5,746 shares of its common stock to its employees 
under its Employee Stock Purchase Plan (see Note 3(c) of the Notes to Consolidated Financial 
Statements). Delta received cash consideration of $17.60 per share for one-half of those shares 
(2,873 shares), for a total cash consideration of approximately $50,600; one-half of the shares 
(2,873. shares) were provided to the employees without cash consideration as a part of Delta’s 
compensation and benefits for its employees. The securities were sold pursuant to the exemption 
fiom registration provided by Rule 147 under the Securities Act of 1933. This exewtion was 
relied upon in light of the facts that Delta is incorporated and doing business in Kentucky, and all 
eligible employees are residents of Kentucky. Similarly, in July, 1998, Delta distributed 6,298 
shares of its common stock to its employees at $17.60 per share under the same program. 

Also, during July, 1997, Delta provided a total of 1,000 shares of its common stock to its 
directors (100 shares per director). Delta received no cash consideration for the shares, which 
were provided to its directors as a part of their compensation. This transaction may not involve a 
“sale” of securities under the Securities Act of 1933, and in any event, the securities were sold 
pursuant to the exemption from registration provided by Rule 147 under the Securities Act of 
1933. This exemption was relied upon in light of the facts that Delta is incorporated and doing 
business in Kentucky, and all directors are residents of Kentucky. 

No underwriters were engaged in connections with any of the foregoing transactions, and 
thus no underwriter discounts or commissions were paid in connection with any of the foregoing. 



Item 6. Selected Financial Data 

1994 ( c )  For the Years Ended June 30, 1998(a) - 1997 1996 (b) - 1995 

Summary of Operations ($) 
e 

Opera t ing  
revenues . . . . . . . . . . . .  44,258,000 42,169,185 36,576,055 31,844,339 34,846,941 

. *. 
Opera t ing  
income . . . . . . . . . . . . . . .  6,731,859 5,315,582 5,431,055 4,255,088 4,850,673 

N e t  income ........... 2,451,272 1,724,265 2,661,349 1,917,735 2,671,001 

Earnings  p e r  
common s h a r e  . . . . . . . . .  1.04 .75 1.41 1.04 1.50 

Dividends 
d e c l a r e d  p e r  

. . . . . . . . .  common s h a r e  1.14 1.14 1 . 1 2  1.12 1.11 

Average Number of 
Common Shares 
Outstanding ............. 2,359,598 2,294,.134 1,886,629 1,850,986 1,775,068 

......... 102,866 , 613 96,681,165 81,140,637 65,948,716 61,932,480 

....... 
Common s h a r e -  
h o l d e r s '  e q u i t y  ...... 
Long-term d e b t  ....... 

Notes payable  re- 
f inanced  subsequent  
t o  yearend 

T o t a l  
c a p i t a l i z a t i o n  ....... 

Short-Term 
Debt ($) (a). . . . . . . . . .  

29,810,294 29,474,569 23,628-, 323 22,511,513 22,164,791 

52,612,494 38,107,860 24,488,916 23,702,200 24,500,000 

- - 18,075,000 - - 

82,422,788 67,582,429 66,192,239 46,213,713 46,664,791 

3,665,000 12,852,600 1,084,800 6,732,700 3,205,000 
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1996 ( b )  1995 1994 ( c )  For the Years Ended June 30, 1998(a) - 1997 - 

Other Items ($) e 
C a p i t a l  
expendi tures  ......... 11,193,613 16,648,994 13,373,416 8,122,838 7,374,747 

T o t a l  p l a n t  . . . . . . . . . . 127,028,159 116,829,158 98,795,623 84,944,969 77,882,135 
.. . oh-. 

During March, 1998, $25,000,000 of debentures  were so ld ,  and t h e  proceeds were used 
t o  repay shor t - te rm deb t  and t o  redeem t h e  Company's $10 ,000 ,000  of 9% debentures .  
During Ju ly ,  1996, $15,000,000 of debentures  and 400,000 sha res  of common s tock  
w e r e  s o l d ,  and t h e  proceeds were used t o  repay shor t - te rm deb t  and for gene ra l  
co rpora t e  purposes .  The balance of t h e  n o t e  payable  a t  June 30, 1996 ($18,075,000) 
i s  included i n  t o t a l  c a p i t a l i z a t i o n  as a r e s u l t  of t h e  subsequent r e f inanc ing .  
During October, 1993, $15,000,000 of debentures  and 170,000 sha res  of common 
s t o c k  w e r e  s o l d ,  and t h e  proceeds w e r e  used t o  repay shor t - te rm debt  and t o  
r e f inance  cer ta in  long-term deb t .  
Inc ludes  c u r r e n t  p o r t i o n  of long-term deb t .  

1 1  



Item 7. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations 

The Company’s utility operations are subject to regulation by the PSC, wEch plays a 
significant role in determining the Company’s return on equity. The PSC approves rates that are 
intended to permit a specified rate of return on investment. The Company’s rate tariffs allow the 
cost of gas to be passed through to customers (see Business - Regulatory Matters). 

The Company’s business is temperature-sensitive. Accordingly, the Company’s operating 
results in any given period reflect, in addition to other factors, the impact of weather, with colder 
temperatures generally resulting in increased sales by the Company. The Company anticipates that 
this sensitivity to seasonal and weather conditions will continue to be so reflected in the Company’s 
operating results in future periods. 

Liquidity and Capital Resources 

Because of the seasonal nature of Delta’s sales, the smallest proportion of cash generated 
from operations is received during the warmer months when sales volumes decrease considerably. 
Additionally, most construction activity takes place during the non-heating season because of more 
favorable weather conditions. During the warmer, non-heating months, therefore, cash needs for 
operations and construction are partially met through short-term borrowings. 

’ 

Capital expenditures for Delta for fiscal 1999 are expected to be $6.8 million. Delta 
generates internally only a portion of the cash necessary for its capital expenditure requirements and 
finances the balance of its capital expenditures on an interim basis through the use of its borrowing 
capability under its short-term line of credit. The current available line of credit is $25,000,000, of 
which $1,875,000 was borrowed at June 30, 1998. The line of credit, which is with Bank One, 
Kentucky, NA, requires renewal during November, 1998. These short-term borrowings are 
periodically repaid with the net proceeds from the sale of long-term debt and equity securities, as 
was done in March, 1998, when the net proceeds of $24,100,000 fiom the sale of$25,000,000 of 
debentures were used to repay short-term debt and to redeem the Company’s 9% debentures, that 
would have matured in 201 1, in the amount of $10,000,000. 
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The primary cash flows during the last three years are summarized below: 

Providedbyoperatingactivities $ 8,922,037 $ 6,209,226 $ 3 ,094,809 
Used in investing activities (11,193,613) (16 ,648 ,994)  (13 ,373 ,416)  
Provided by financing activities 1 , 909,689 10,768,558 10,294up.461 

Net increase (decrease) in cash 
and cash equivalents $ (361,887) $ 328,790 $ 15,854 

Cash provided by operating activities consists of net income and noncash items including 
depreciation, depletion, amortization and deferred income taxes. Additionally, changes in working 
capital are also included in cash provided by operating activities. The Company expects that 
internally generated cash, coupled with short-term borrowings, will be sufficient to satis@ its 
operating, normal capital expenditure and dividend requirements. 

Results of Operations 

Operating Revenues 

The increase in operating revenues of $2,089,000 for 1998 was due primarily to the general 
rate increase effective November 30, 1997 and to the increases in on-system and off-system 
transportation volumes of 604,000 Mcf, and 284,000 Mcf respectively. The increase in operating 
revenues includes $200,000 of additional revenue caused by a non-recurring change. These 
increases were partially offet by a decrease in retail sales volumes of 187,000 Mcf as a result of the 
warmer winter weather in 1998. Billed degree days were 93.5% of normal degree days for 1998 as 
compared with 103.5% for 1997. 

The increase in operating revenues of $5,593,000 for 1997 was due primarily to increases in 
the cost of gas purchased that were reflected in rates billed to customers through Delta’s gas cost 
recovery clause. This was partially offset by a decrease in retail sales volumes of 406,000 Mcf as a 
result of the warmer winter weather in 1997. Billed degree days were 103.5% of normal degree 
days for 1997 as compared with 112.3% for 1996. In addition, on-system transportation volumes 
for 1997 increased 293,000 Mcf, or 1 1.4%. 

Operating Expenses 

The decrease in purchased gas expense for 1998 of $766,000 was due primarily to the 
decreased gas purchases for retail sales resulting from the warmer winter weather in 1998. 

13 



The increase in purchased gas expense of $5,875,000 for 1997 was due primarily to 
increases in the cost of gas purchased for retail sales. The increase was partially offset by the 
decreased gas purchased for retail sales resulting from the warmer winter weather in 1997. 

* 

I 

-. 
The increases in depreciation expense during 1998 and 1997 of $510,000 and $424,000, 

respectively, were due primarily to additional depreciable plant. *- 

Interest Charges 

The increase in taxes other than income taxes during 1998 of $155,000 was primarily due to 
increased property taxes which resulted from increased plant and property valuations, and to 
increased payroll taxes, which resulted from increased wages. 

Changes in income taxes during 1998 and 1997 of $436,000 and $595,000, respectively, 
I were primarily due to changes in net income. 

The increase in interest on long-term debt during 1998 of $329,000 was due primarily to the 
issuance of $25 million of 7.15% Debentures in March, 1998. The increase in other interest during 
1998 of $378,000 was due primarily to increased average short-term debt borrowings. 

The increases in interest on long-term debt and amortization of debt expense during 1997 of 
$1,146,000 and $27,000, respectively, were due primarily to the issuance of $15 million of 8.3% 
Debentures during July, 1996. The decrease in other interest during 1997 of $348,000 was due 
primarily to decreased average short-term borrowings as short-term debt was repaid with the net 
proceeds from the sale of long-term debt and equity securities during July, 1996. 

* 0 

Earnings Per Common Share 

For the years ended June 30, 1998 and 1997, basic earnings per common share declined, as 
compared with previous periods, as a result of the increased average common shares outstanding 
that resulted from the additional 400,000 shares of common stock issued in July, 1996, as well as 
the common shares issued under Delta’s dividend reinvestment plan and shares issued to employees 
during the periods. Other than Delta’s outstanding common shares, there are no potentially dilutive 
securities. Therefore, basic and diluted earnings per common share are the same. 

Factors That May Affect Future Results 

Management’s Discussion and Analysis of Financial Condition and Results of Operations 
and the other sections of this report (including the letter To Our Shareholders) contain forward- 
looking statements that are not statements of historical facts. These forward-looking statements 
are identified by their language, which may in some cases include words such as “estimates”, 
“expects”, “plans”, “anticipates”, “intends”, “will continue”, “believes”, and similar expressions. 
Such folward-looking statements may concern (among other things) the impact of chairges in the @ 
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cost of gas, projected capital expenditures, sources of cash to fund expenditures, regulatory 
recovery mechanisms, regulatory matters, expansion of the Delta’s gas distribution system, 
acquisitions of gas customers and systems, activity in gas production and transportation and 
acquisition and management of gas supply. 

-. 

Such statements are accordingly subject to important risks and uncertainties that could 
cause the Company’s actual results to differ materially from those expressed in any s.ch forward- 
looking statements. These uncertainties include, but are not limited to the ongoing restructuring of 
the gas industry and the outcome of the regulatory proceedings related to that restructuring, 
changing regulatory environment generally, uncertainty as to the regulatory allowance of recovery 
of changes in the cost of gas, uncertain demands for capital expenditures, the availability of cash 
from various sources and uncertainty as to regulatory approval of the full recovery of costs and 
regulatory assets. 

The “Year 2000” Issue 

The Company is working to resolve the potential impact of the year 2000 on the ability of 
the Company’s computerized information systems to accurately process information that may be 
date-sensitive. Any of the Company’s programs that recognize a date using “00” as the year 1900 
rather than the year 2000 could result in errors or system failures. The Company utilizes a number 
of computer programs across its entire operation. The Company has not completed its assessment, 
but currently believes that costs of addressing this issue will not have a material adverse impact on 
the Company’s financial position. However, if the Company and third parties upon which it relies 
are unable to address this issue in a timely manner. it could result in a material financial risk to the 
Company. The Company intends to use its best efforts to resolve any significant year 2000 issues 
in a timely manner. 

’ 

New Accounting Pronouncements 

In 1997, Delta adopted Statement of Financial Accounting Standards (“SFAS”) No. 12 1, 
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed 
Of”. Adoption of SFAS No. 121 did not have a material impact on the Company’s financial 
position or results of operations. 

For companies with June 30 fiscal yearends, SFAS No. 123, “Accounting for Stock-Based 
Compensation”, was required to be adopted as of June 30, 1997. This standard is currently 
inapplicable to Delta because the Company has no stock-based compensation arrangements. 

Delta adopted SFAS No. 128, “Earnings per Share”, during the second quarter of fiscal 
1998. The adoption of this standard had no effect upon current or prior period earnings per 
common share. 

In June, 1997, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 130, 
“Repo%ng Comprehensive Income”, and SFAS No. 131, “Disclosures about Segments of an 
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Enterprise and Related Information”, effective for periods beginning after December 15, 1997. 
These statements do not affect the accounting recognition or measurement of transactions, but 
rather require expanded disclosures regarding financial results. The Company will adopt these 
standards in 1999 as required by the FASB. 

@ 

Item 7a. Quantitative and Qualitative Disclosures About Market Risk. 
’ *. 

As discussed in “Gas Operations and Supply” under Item 1, the Company is a party to long- 
term fixed-price gas purchase and transportation contracts. Therefore, the prices the Company 
pays under these contracts differs from the current market prices. However, the Company has 
minimal price risk resulting fiom these contracts as these costs are passed through to customers 
either through Delta’s gas cost recovery mechanism or specific contracts with customers. The 
Company currently is not a party to hedge instruments or other agreements that represent financial 
derivatives. 
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@ Item 8. Financial Statements and Supplementary Data 

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHEDULE PAGE 
-. 

Management’s Statement of Responsibility for Financial Reporting and Accounting 
’ 1F*- 

Report of Independent Public Accountants 

Consolidated Statements of Income for the years ended June 30, 1998, 1997 and 1996 

Consolidated Statements of Cash Flows for the years ended June 30, 1998, 
1997 and 1996 

Consolidated Balance Sheets as of June 30, 1998 and 1997 

Consolidated Statements of Changes in Shareholders’ Equity for the years 
ended June 30, 1998, 1997 and 1996 

Consolidated Statements of Capitalization as of June 30, 1998 and 1997 

Notes to Consolidated Financial Statements 

Schedule II - Valuation and Qualifjling Accounts for the years ended June 30, 
I 1998, 1997 and 1996 

24 

25 

26 

27 

29 

3 1  

32 

33 

41 

Schedules other than those listed above are omitted because they are not required, not applicable or 
the required information is shown in the financial statements or notes thereto. 

Item 9. Changes in and Disagreements with Accountants on Accounting and 
Financial Disclosure 

None. 

PART 111 

Item 10. Directors and Executive Oficers of the Registrant 

Item 11. Executive Compensation 

Item -12. Security Ownership of Certain Beneficial Owners and Management @ -- 
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Item 13. Certain Relationships and Related Transactions e 
Registrant intends to file a definitive proxy statement with the Commission pursuant to 

Regulation 14A (17 CFR 240.14a) not later than 120 days after the close of the fiscal year. In 
accordance with General Instruction G(3) to Form 10-K, the information called for Items 10, 
11, 12 and 13 is incorporated herein by reference to the definitive proxy statement. Neither the 
report on Executive Compensation nor the performance graph included in the Company’s definitive 
proxy statement shall be deemed incorporated herein by reference. 
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PART IV 

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K 

(a) 

-. 

- Financial Statements, Schedules and Exhibits 
*. 

(1) - Financial Statements 
See Index at Item 8 

(2) - Financial Statement Schedules 
See Index at Item 8 

(3) - Exhibits 

Exhibit No. 

3(a) - Delta’s Amended and Restated Articles of Incorporation 
are incorporated herein by reference to Exhibit 3(a) to 
Delta’s Form 10-Q for the period ended March 3 1, 1990. 

3@) - Delta’s By-Laws as amended August 2 1, 1996 are incorporated 
herein by reference to Exhibit 3(b) to Delta’s Form 10-K for 
the period ended June 30, 1996. 

4(a) - The Indenture dated September 1, 1993 in respect of 
6 5/8% Debentures due October 1, 2023, is incorporated 
herein by reference to Exhibit 4(e) to Delta’s Form S-2 
dated September 2, 1993. 

4(b) - The Indenture dated July 1, 1996 in respect of 8.3% 
Debentures due August 1, 2026, is incorporated 
herein by reference to Exhibit 4(c) to Delta’s Form S-2 dated 
June 2 1, 1996. 

4(c) - The Indenture dated March 1, 1998 in respect of 7.15% 
Debentures due April 1, 2018, is incorporated herein by reference 
to Exhibit 4(d) to Delta’s Form S-2 dated March 11, 1998. 

lO(a) - Certain of Delta’s material natural gas supply contracts are 
incorporated herein by reference to Exhibit 10 to Delta’s 
Form 10 for the year ended June 30, 1978 and by reference 
to Exhibits C and D to Delta’s Form 10-K for the year ended 

-- 
June 30, 1980. 

. .  - 
10(b) - Gas Purchase Contract between Delta and Wiser is incorporated 
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herein by reference to Exhibit 2(C) to Delta’s Form 8-K dated 
February 9, 198 1 .  

1 O(c) - Assignment to Delta by Wiser of its Columbia Service Agreement, 
including a copy of said Service Agreement, is incorporated herein 
by reference to Exhibit 2(D) to Delta’s Form 8-K dated 
February 9, 198 1 .  . *<. 

10(d) - Contract between Tennessee and ,Delta (amends earlier contract 
for Nicholasville and Wilmore Service Areas) is incorporated 
herein by reference to Exhibit 10(d) to Delta’s Form 10-0 for 
the period ended September 30, 1990. 

1 O(e) - Contract between Tennessee and Delta (amends earlier contract 
for Jeffersonville Service Area) is incorporated herein by 
reference to Exhibit lO(e) to Delta’s Form 10-Q for the 
period ended September 30, 1990. 

1 O( f )  - Contract between Tennessee and Delta (amends earlier contract 
for Salt Lick Service Area) is incorporated herein by reference 
to Exhibit 1O(f) to Delta’s Form IO-Q for the period 
ended September 30, 1990. 

1O(g) - Contract between Tennessee and Delta (amends earlier contract 
for Berea Service Area) is incorporated herein by reference to 
Exhibit 1O(g) to Delta’s Form 10-Q for the period ended 
September 30, 1990. 

1 O(h) - Service Agreements between Columbia and Delta (amends 
earlier service agreements for Cumberland, Stanton and 
Owingsville service areas) are incorporated herein by 
reference to Exhibit 10(h) to Delta’s Form 10-Q for the 
period ended September 30, 1990. 

1O(i) - Amendment to Gas Purchase Contract between Delta and Wiser is 
incorporated herein by reference to Exhibit 1O(c) to Delta’s Form 
10-Q for the period ended December 3 1, 1988. 

lO(i) - Second amendment to Gas Purchase Contract between Delta and 
Wiser is incorporated herein by reference to Exhibit 106) to 
Delta’s Form 10-K for the period ended June 30, 1994. 

10(k) - Employment agreement between Delta and Alan L. Heath, an 
officer, is incorporated herein by reference to Exhibit 1O(k) to 
Delta’s Form 10-Q for the period ended December 31, 1985. 5- 

20 



lo(]) - Employment agreements between Delta and two officers, thos 
being John F. Hall and Robert C. Hazelrigg, are incorporated 
herein by reference to Exhibit lO(m) to Delta’s Form 10-Q for the 
period ended December 3 1, 1988. 

lO(m) - Employment agreement between Delta and Glenn R. Jemings, 
an officer, is incorporated herein by reference to Exhibit lO(m) 
to Delta’s Form 10-K for the period ended June 30, 1995. 

lO(n) - Employment agreement between Delta and Johnny L. Caudill, 
an officer, is incorporated herein by reference to Exhibit 1 O(n) 
to Delta’s Form 10K for the period ended June 30, 1995. 

12 - Computation of the Consolidated Ratio of Earnings to Fixed 
Charges. 

21 - Subsidiaries of the Registrant. 

23 - Consent of lndependent Public Accountants. 

(b) Reports on 8-K. 

No reports on Form 8-K were filed during the three months ended June 30, 1998. 

- .- 
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SIGNATURES 

‘e 

4D 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on the 1 l t h  day of September, 1998. 

.. Q;. 

DELTA NATURAL GAS COMPANY, INC. 

By IdGlenn R. Jenninns 
Glenn R. Jennings, President 
and Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the dates 
indicated. 

(i) Principal Executive Officer: 

Is/ Glenn R. Jennines 
(Glenn R. Jennings) 

President, Chief Executive 
Officer and Director 

(ii) Principal Financial Officer and Principal Accounting Officer: 

/SI John F. Hall 
(John F. Hall) 

Vice President - Finance, 
Secretary and Treasurer 

(iii) A Majority of the Board of Directors: 

IslH. D. Peet 
(H. D. Peet) 

Chairman of the Board 

Is1 Donald R. Crowe Director 
(Donald R. Crowe) 

Is1 Jane Hylton Green Director 
(Jane Hylton Green) 

- .- 

September 11, 1998 

September 11, 1998 

September 11, 1998 

September 1 1, 1998 

September 11, 1998 

- 
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/ s /  Billy Joe Hall 
(Billy Joe Hall) 

/s/ John D. Harrison 
(John D. Harrison) 

/s/  VirPil E. Scott 
(Virgil E. Scott) 

/s/ Henry C. Thompson 
(Henry C. Thompson) 

/s/  Arthur E. Walker. Jr. 
(Arthur E. Walker, Jr.) 

Director 

Director 

Director 

Director 

Director 

September 11, 1998 

September 11, 1998 
4. .. .. . 

September 11, 1998 

September 11, 1998 

September 11, 1998 
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Management's Statement of Responsibility for Financial Reporting and Accounting 

Management is responsible for the preparation, presentation and integrity of the financial 

statements and other financial information in this report. In preparing financial statements in 

conformity with generally accepted accounting principles, management is requizd to make 

estimates and assumptions that affect the reported amount of assets and liabilities and the disclosure 

of contingent assets and liabilities at the date of the financial statements and revenues and expenses 

during the reporting period. Actual results could differ from these estimates. 

The Company maintains a system of accounting and internal controls which management 

believes provides reasonable assurance that the accounting records are reliable for purposes of 

preparing financial statements and that the assets are properly accounted for and protected. 

The Board of Directors pursues its oversight role for these financial statements through its 

Audit Committee which consists of three outside directors. The Audit Committee meets 

periodically with management to review the work and monitor the discharge of their 

responsibilities. The Audit Committee also meets periodically with the Company's internal auditor 

as well as Arthur Andersen LLP, the independent auditors, who have full and free access to the 

Audit Committee, with or without management present, to discuss internal accounting control, 

auditing and financial reporting matters. 

Glenn R. Jennings 
President & Chief Executive Officer 

John F. Hall 
Vice President - Finance, 
Secretary & Treasurer 
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Report of Independent Public Accountants 

To the Board of Directors and Shareholders of Delta Natural Gas Company, Inc.: 

We have audited the accompanying consolidated balance sheets and statements of 
capitalization of DELTA NATURAL GAS COMPANY, INC. (a Kentucky corpzration) and 
subsidiary companies as of June 30, 1998 and 1997, and the related consolidated statements of 
income, cash flows and changes in shareholders' equity for each of the three years in the period 
ended June 30, 1998. These financial statements and the schedule referred to below are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these 
financial statements and schedule based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Delta Natural Gas Company, Inc. and subsidiary companies as 
of June 30, 1998 and 1997, and the results of their operations and their cash flows for each of the 
three years in the period ended June 30, 1998, in conformity with generally accepted accounting 
principles. 

Our audit was made for the purpose of forming an opinion on the basic financial 
statements taken as a whole. The schedule listed in the Index to Consolidated Financial 
Statements and Schedule is presented for purposes of complying with the Securities and 
Exchange Commission rules and is not part of the basic financial statements. This schedule has 
been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, fairly states in all material respects the financial data required to be set forth 
therein in relation to the basic financial statements taken as a whole. 

Arthur Andersen LLP ' 

Louisville, Kentucky 

August 17,1998 

-. . -- 
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D e l t a  N a t u r a l  Gas C o m p a n y ,  Inc. and Subsidiary C o m p a n i e s  
Consolidated Statements of Income 

For the Years Ended June 30, 

Operating Revenues . . . . . . . . . . . .  
Operating Expenses 

Purchased gas .............. 

(Note 1) . . . . . . . . . . . . . . . . .  
Operation and maintenance 

Depreciation and depletion 
(Note 1) . . . . . . . . . . . . . . . . .  

Taxes other than income 
taxes .................... 

Income taxes (Note 2 )  . . . . . .  

Total operating expenses 

Operating Income . . . . . . . . . . . . . .  

Other Income and Deductions, N e t  

Income Before Interest  Charges. 

Interest  Charges 
Interest on long-term debt.. 

Other interest . . . . . . . . . . . . .  

Amortization of debt expense 

'Total interest charges .. 

N e t  Income 

Weighted Average Number of 
Common Shares Outstanding . . .  

B a s i c  and Diluted Earnings P e r  
Common Share. . . . . . . . . .  
Dividends Declared P e r  Common 

Share ....................... 

1998 1997 1996 

$ 44,258,000 $ 42,169,185 $36,576,055 

**. 
$ 22,499,488 $ 23,265,222 $17,389,755 

8 , 968,213 8,631,635 8,642,511 

3 , 445,382 2,935,257 2,510,952 

1,212,058 1,056,689 1,036,282 

1 , 401 , 000 964,800 1,559,500 

$ 37,526,141 $ 36,853,603 $31,139,000 

$ 6,731,859 $ 5,315,582 $ 5,437,055 

67 , 911 40,874 32,503 

$ 6,799,770 $ 5,356,456 $ 5,469,558 

$ 3,326,681 $ 2,997,393 $ 1,851,768 

897 , 265 519,432 867,641 

124,552 115,366 88,800 

$ 4,348,498 $ 3,632,191 $ 2,808,209 

S 2,451,272 $ 1 , 724,265 $ 2,661,349 

2 , 359 , 590 2,294,134 1,886,629 

$ 1.04 $ .75 $ 1 . 4 1  

$ 1.14 $ 1 . 1 4  $ 1.12 

The accompanying notes to consolidated financial statements are an integral part 
Of these statements, c 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of Cash Flows 

For the Years Ended June 30, 1998 

$ 2,451,272 

1997 1996 

Cash Flows From Operating Activities 
Net income ...................... 

f.. 

$ 2,661,349 
.. 

$ 1,724,265 

Adjustments to reconcile net 
income to net cash from 
operating activities: 

Depreciation, depletion and 
amortization ............... 

Deferred income taxes and 
investment tax credits . . . . .  

Other - net . . . . . . . . . . . . . . . . . .  

3 , 755 , 929 3,049,229 2,663,475 

(29 , 400) 
698 , 584 

485,400 
666,798 

1,762,500 
484,474 

(Increase) decrease in assets: 
Accounts receivable . . . . . . . . . .  
Gas in storage . . . . . . . . . . . . . . .  
Advance (deferred) recovery 

Materials and supplies . . . . . . .  
Prepayments . . . . . . . . . . . . . . . . . .  
Other assets . . . . . . . . . . . . . . . . .  

of gas cost ................ 

(124,168) 
(840 , 829) 

(318,178)  
(782,007)  

(860,255)  
63,546 

495,751 
(120,969)  
(346,532)  
(541,669)  

(3 ,788,143)  
(124,697)  

53,702 
(31,723)  

3 , 328 , 625 
252 , 746 
70 , 648 
(55,440) 

Increase (decrease) in 
liabilities: 

Accounts payable . . . . . . . . . . . . .  
Refunds due customers . . . . . . . .  
Accrued taxes . . . . . . . . . . . . . . . .  
Other current liabilities . . . .  
Advances for construction and 

other ...................... 

(336 , 089) 
(460 , 751) 
(46,549) 
257 , 055 

(439,721)  
554 , 520 

1,038,761 
744,054 

871,207 
(456,283)  
(270,394)  

56,951 

( 4 7 6 )  

$ 6,209,226 

9,100 404 

$ 8,922,037 
Net cash provided by 
operating activities .... $ 3,094,809 

Cash Flows From Investing Activities 
Capital expenditures ............ $ (16.648.994)  $ (13.373.416)  $ (11 , 193 , 613) 

Net cash used in investing 
activities . . . . . . . . . . . . . .  .$ (11,193.613) $ (16,648,994) $ (13,373,416) 

integral The accompanying notes to consolidated financial statements are an 
part of these statements. 

, c  

-. -. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of Cash Flows 

For the Years Ended June 30, 

Cash Flows From Financing 
Activities (Note 6) 
Dividends on common stock ....... 
Issuance of common stock, net.... 
Issuance of debentures, net..... . 
Repayment of long-term debt . . . . .  
Issuance of notes payable ........ 
Repayment of notes payable ....... 

Net cash provided by 
financing activities 

Net Increase (Decrease) in Cash and 
Cash Equivalents . . . . . . . . . . . . . . . . . . .  

Cash and Cash Equivalents, 
Beginning of Year . . . . . . . . . . . . . . . . . .  

Cash and Cash Equivalents, 
End of Year ........................ 

Supplemental Disclosures of Cash 
Flow Information 

Cash paid during the year for: 
Interest 
Income taxes (net of refunds) 

The accompanying notes to consolidated 
part of these statements. 

(continued) 

1998 1997 1996 

. f.. 

$ (2,690,233) $ (2,651,073) $ (2,113,414) 
574 , 686 6,773,054 568,875 

23,037,795 14,334,833 - 
(10,822,559) (478,256) (561,000) 
26,200,000 30,975,000 25,955,000 
(35,190,000) (38,185,000) (13,555,000) 

$ 1,909,689 $ 10,768,558 $ 10,294,461 

$ (361,887) $ 328,790 $ 15,854 

480 , 423 151,633 135,779 

s 118,536 $ 480,423 $ 151,633 

$ 4,291,005 $ 3,019,881 
$ 1,642,964 $ (432,163 

$ 2,491,091 
$ 193,560 

financial statements are an integral 
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D e l t a  Natural G a s  Company, Inc.  and Subsidiary Companies  e 
C o n s o l i d a t e d  B a l a n c e  Sheets 

As of June 30, 1998 

Assets 
G a s  U t i l i t y  Plant ,  at cost . . . . . . . . . . . . . . .  $127,028,159 
Less - Accumulated provision for 
depreciation ......................... (34,929,481) 

Net gas plant $ 92,098,678 

Current Assets 
Cash and cash equivalents ............. $ 118,536 
Accounts receivable, less accumulated 
provisions for doubtful accounts of 
$120,002 and $113,945 in 1998 and 
1997, respectively . . . . . . . . . . . . . . . . . .  2 , 538 , 800 

Gas in storage, at average cost . . . . . . .  2,050,000 

Materials and supplies, at first-in, 
first-out cost ...................... 520 , 362 

Prepayments ........................... 241 , 731 

Deferred gas costs (Note 1) . . . . . . . . . . .  - 

Total current assets $ 5,469,429 

O t h e r  Assets 
Cash surrender value of officers' life 

Note receivable from officer ........... 110 , 000 

(Note 6) ............................. 4 , 849,291 

insurance (face amount of $1,036,009) . $ 339,215 

Unamortized debt expense and other 

Total other assets $ 5,298,506 

Total assets $102,866,613 

1997 

$116,?29, 158 

(31,734,976) 

$ 85,094.182 

$ 480,423 

2,414,632 
1,209,171 
2,180,606 

773,108 
312,379 

$ 7,370,319 

$ 321,339 
134,000 

3,761,325 

$ 4.216.664 

$ 96,681,165 

The accompanying notes to consolidated financial statements are an integral 
part of these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Balance Sheets (continued) 

As of- June 30, 

Liabilities and Shareholders' Equity 

Capitalization (See Consolidated Statements 
of Capitalization) 

Common shareholders' equity . . . . . . . . . .  
Long-term debt (Notes 6 and 7 )  . . . . . . . .  

Total capitalization . . . . . . . . . . . . . .  

Current Liabilities 
Notes payable (Note 5) . . . . . . . . .  : . . . . .  

debt (Notes 6 and 7) . . . . . . . . . . . . . . . .  
Current portion of long-term 

Accounts payable ..................... 
Accrued taxes . . . . . . . . . . . . . . . . . . . . . . . .  
Refunds due customers . . . . . . . . . . . . . . . .  
Advance recovery of gas costs (Note 1) 
Customers' deposits . . . . . . . . . . . . . . . . . .  
Accrued interest on debt . . . . . . . . . . . . .  
Accrued vacation ..................... 
Other accrued liabilities . . . . . . . . . . . .  

Total current liabilities 

Deferred Credits and Other 
Deferred income taxes . . . . . . . . . . . . . . . .  
Investment tax credits . . . . . . . . . . . . . . .  
Regulatory liability (Note 2 )  . . . . . . . .  
Advances for construction and other . .  

Total deferred credits and other 

Commitments and Contingencies (Note 8) , .  
Total liabilities and 
shareholders' equity . . . . . . . . . . . .  

1998 1997 

4. 

$ 29,810,294 $29,474,569 
52,612,494 38,107,860 

$ 82,422,788 $67,582,429 

$ 1,875,000 $10,865,000 

1 , 790 , 000 
2 050 628 
1 , 085 , 766 
117 , 123 

1,148,019 
438 , 134 

1,215 , 265 
528,952 
485,018 

$ 10,733,905 

1,987,600 
2,386,717 
1,132,315 

577,874 

368,561 
1,033,220 

516,032 
492,501 

- 

$19,359,820 

$ 8,023,475 $ 7,921,100 
637,300 708,400 
831,425 892,100 
217,720 217,316 

$ 9,709,920 .$ 9,730,916 

$102,866,613 $96,681,165 

The accompanying notes to consolidated financial statements are an 
integral part of these statements. 
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elta Natural Gas Company, Inc. and Subsidiary Companies p 
Consolidated Statements of Changes in 
Shareholders' Equity 

I 

I 

! Premium on Common Shares 
Balance, beginning of year . . . . . . . . . . . .  $ 27,203,311 $ 2 0 , 5 7 2 , 1 3 2  $20,022,643 
Prermum on issuance of common shares: 
Public issuance of common shares . .  - 6 , 0 0 0 , 0 0 0  
Dividend reinvestment and stock 

Employee stock purchase plan and 

- 

purchase plan . . . . . . . . . . . . . . . . . . .  446 , 432 519 ,478  440 ,621  

~ '. 
I -  

I -  

Capital Stock Expense 
Balance, beginning of year . . . . . . . . . . . .  $ (1,917,020) $ (1 ,620 ,252)  $ ( 1 , 6 0 4 , 7 9 2 )  

Issuance of common shares - ( 2 9 6 , 7 6 8 )  (15,460) 
. . . . . . . . . . . . . . . . . .  $ (1,917,020) $ (1 ,917 ,020)  $ (1 ,620 ,252)  Balance, end of year - 

._ 

For the Years Ended June 30, 1998 1997  1 9 9 6  

- 4.- 

Common Shares 
Balance, beginning of year . . . . . . . . . . . .  $ 2,342,223 $ 1,903,580 $ 1,868,734 
$1.00 par value of 32,870, 
438,643 and 34,846 
shares issued in 1998, 
1997 and 1996, respectively: 
Public issuance of common shares . .  
Dividend reinvestment and stock 

Employee stock purchase plan and 

- 400,000 - 

. . . . . . . . . . . . . . . . . . .  31,187 28,024 purchase plan 27 , 124 

other . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,746 7,456 6,822 

. . . . . . . . . . . . . . . . . .  Balance, end of year s 2,375,093 $ 2,342,223 __ S 1 . 9 0 3 , 5 8 0  

other ........................... 95 , 384 1 1 1 , 7 0 1  108  , 868 

Retained Earnings 
Balance, beginning o f  year . . . . . . . . . . . .  $ 1,846,055 $ 2,772,863 $ 2,224,928 
Net income .......................... 2,451,272 1,724,265 2,661,349 
Cash dividends declared on common 
shares (See Consolidated 
Statements of Income for rates) ... (2 , 690,233) (2 ,651 ,073)  (2,113,414) 

Balance, end of year .................. s 1,607,094 $ 1,846,055 s-2,772,863 

he accompqnying notes to consolidated financial statements are an integral - part of 
these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of capitalization 

As of June 30, 

Common Shareholders' Equity 
Common shares, par value $1.00 per share 

(Notes 3 and 4 )  
Authorized 6,000,000 shares 
Issued and outstanding 2,375,093 and 

2,342,223 shares in 1998 and 
1997, respectively . . . . . . . . . . . . . . . . . . .  

Premium on common shares . . . . . . . . . . . . . . . . . .  
Capital stock expense ..................... 
Retained earnings (Note 6 )  . . . . . . . . . . . . . . . .  

Total common shareholders' equity . . . . . .  

Long-Term Debt (Notes 6 and 7) 
Debentures, 8.38, due 2026 . . . . . . . . . . . . . . . .  
Debentures, 6 5/88, due 2023 . . . . . . . . . . . . . .  
Debentures, 98, due 2 0 1 1  . . . . . . . . . . . . . . . . . . .  
Debentures, 7.159, due 2018 . . . . . . . .  
Promissory note from acquisition of under- 
ground storage, non-interest bearing, 
due through 2 0 0 1  (less unamortized 
discount of $207,506 and $297,099 in 
1998 and 1997, respectively) 

Other 

Total long-term debt . . . . . . . . . . . . . . . . .  

Less amounts due within one year, 
Included in current liabilities . . . . . . .  

Net long-term debt . . . . . . . . . . . . . . . . . . .  

Total capitalization . . . . . . . . . . . . . .  

1998 

$ 2,375,093 
27,745,127 
(1,917,020) 
1 , 607,094 

$29,810,294 

$15,000,000 
13,170,000 

25,000,000 
- 

1,192 , 494 

40.000 

$54,402,494 

(1,790,000) 

$52,612,494 

$82,422,788 

1997 

.. *-." 

$ 2,342,223 
27,203,311 
(1,917,020) 
1,846,055 

$29,474,569 

$15,000,000 
13,505,000 
10,000,000 

- 

1,502,901 

87,559 

$40,095,460 

(1,987,600) 

$38,107,860 

$67,582,- 

The accompanying notes to consolidated financial statements are an 
integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(1) Summary of Significant Accounting Policies . -  c.. 

(a) Principles of Consolidation -- Delta Natural Gas Company, Inc. (“Delta” or “the 
Company”) has five wholly-owned subsidiaries. Delta Resources, Inc. (“Resources”) buys 
gas and resells it to industrial customers on Delta’s system and to Delta for system supply. 
Delgasco, Inc. buys gas and resells it to Resources and to customers not on Delta’s 
system. Deltran, Inc. operates underground natural gas storage facilities that it leases 
fiom Delta. Enpro, Inc. owns and operates production properties. TranEx Corporation 
owns a 43 mile intrastate pipeline. All subsidiaries of Delta are included in the 
consolidated financial statements. Intercompany balances and transactions have been 
eliminated. 

(b) Cash Equivalents -- For the purposes of the Consolidated Statements of Cash Flows, 
all temporary cash investments with a maturity of three months or less at the date of 
purchase are considered cash equivalents. 

(c) Depreciation -- The Company determines its provision for depreciation using the 
straight-line method and by the application of rates to various classes of utility plant. The 
rates are based upon the estimated service lives of the properties and were equivalent to 
composite rates of 3.1%, 3.0%, and 2.9% of average depreciable plant for 1998, 1997, 
and 1996, respectively. 

(d) Maintenance -- All expenditures for maintenance and repairs of units of property are 
charged to the appropriate maintenance expense accounts. A betterment or replacement 
of a unit of property is accounted for as an addition and retirement of utility plant. At the 
time of such a retirement, the accumulated provision for depreciation is charged with the 
original cost of the property retired and also for the net cost of removal. 

(e) Gas Cost Recovery -- Delta has a Gas Cost Recovery (“GCR’) clause which provides 
for a dollar-tracker that matches revenues and gas costs and provides eventual dollar-for- 
dollar recovery of all gas costs incurred. The Company expenses gas costs based on the 
amount of gas costs recovered through revenue. Any differences between actual gas costs 
and those estimated costs billed are deferred and reflected in the computation of hture 
billings to customers using the GCR mechanism. 

(f) Revenue Recognition -- The Company records revenues as billed to its customers on 
a monthly meter reading cycle. At the end of each month, gas service which has been 
rendered from the latest date of each cycle meter reading to the month-end is unbilled. 
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(g) Revenues and Customer Receivables -- The Company has 38,000 customers in 
central and southeastern Kentucky. Revenues and customer receivables arise primarily 
from sales of natural gas to customers and from transportation services for others. 
Provisions for doubthl accounts are recorded to reflect the expected net realizable value 

-- of accounts receivable. 

(h) Use of Estimates -- The preparation of financial statements in conf&ty with 
generally accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the finatlcial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ 
fiom those estimates. 

(i) New Accounting Pronouncements -- Delta adopted Statement of Financial 
Accounting Standards (“SFAS”) No. 12 1, “Accounting for the Impairment of Long-Lived 
Assets and for Long-Lived Assets to Be Disposed Of’ in the first quarter of fiscal 1997. 
Adoption of SFAS No. 121 did not have a material impact on the Company’s financial 
position or results of operations. 

For companies with June 30 fiscal yearends, SFAS No. 123, “Accounting for 
Stock-Based Compensation”, was required to be adopted as of June 30, 1997. This 
standard is currently inapplicable to Delta because the Company has no stock based 
compensation arrangements. 

Delta adopted SFAS No. 128, “Earnings per Share”, during the second quarter of 
fiscal 1998. The adoption of this standard had no effect upon current or prior period 
earnings per share. 

In June 1997, the Financial Accounting Standards Board (“FASB”) issued SFAS 
No. 130, “Reporting Comprehensive Income”, and SFAS No. 13 1, “Disclosures about 
Segments of an Enterprise and Related Information”, effective for periods beginning after 
December 15, 1997. These statements do not affect the accounting recognition or 
measurement of transactions, but rather require expanded disclosures regarding financial 
results. The Company will adopt these standards in 1999 as required by the FASB. 

(2) Income Taxes 

The Company provides for income taxes on temporary differences resulting from the use 
of alternative methods of income and expense recognition for financial and tax reporting 
purposes. The differences result primarily fiom the use of accelerated tax depreciation methods 
for certain properties versus the straight-line depreciation method for financial purposes, 
differences in recognition of purchased gas cost recoveries and certain other accruals-which are 
not currently deductible for income tax purposes. Investment tax credits were deferred for certain 
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periods prior to fiscal 1987 and are being amortized to income over the estimated usefbl lives of 
the applicable properties. The Company utilizes the liability method for accounting for income 
taxes, which requires that deferred income tax assets and liabilities are computed using tax rates 
that will be in effect when the book and tax temporary differences reverse. The change in tax 
rates-applied to accumulated deferred income taxes may not be immediately recognized in 
operating results because of ratemaking treatment. A regulatory liability has been established to 
recognize the future revenue requirement impact from these deferred taxes. - Theh-. temporary 
differences which gave rise to the net accumulated deferred income tax liability for the periods are 
as ,follows: 

0 

1998 1997 - - 

Deferred Tax Liabilities 
Accelerated depreciation 
Deferred gas cost 
Accrued pension 
Debt expense 

Total 

Deferred Tax Assets 
Alternative minimum tax credits 
Regulatory liabilities 
Deferred gas cost/unbilled revenue 
Investment tax credit '. Other 

Total 

Net accumulated deferred 
income tax liability 

$ 9,933,400 $ 9,018,800 
- 860,100 

568 , 900 433,000 
487 , 400 384,900 

$10,989,700 $10,696,800 

$ 1,274,100 $ 1,534,100 
486,245 339,400 

670 , 100 327,500 
251 , 400 279,400 
284 , 380 295,300 

.$ 2,966,225 $ 2,775,700 

$ 0,023,475 $ 7,921,100 

The components of the income tax provision are comprised of the following for the years ended 
June 30: 

1998 1997 1996 - - 
Components of Income Tax Expense: 

Payable currently: 
Federal 
State 

Total 

Deferred 

Income tax expense - . -. 

$ 1,164,800 $ 242,200 $ 52,100 
265 , 600 (31,300) (255,100) 

$ 1,430,400 $ 210,900 $ (203,000) 

(29 , 400) 753,900 1,762,500 

.$ 1,401,000 $ 964,800 $ 1,559,500 
-. 
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Reconciliation of the statutory federal income tax rate to the effective income tax rate is shown in 
the table below: 

1998 1997 1996 - - - 
- _  

Statutory federal income tax rate 
State income taxes net of federal benefit 
Amortization of investment tax credit 
Other differences - net 

Effective income tax rate 

34.0% 34.0% 34.0% 
5.0 5 . 0  5.2 
(1.8) ( 2 . 6 ) '  *'- ( 1 . 7 )  

(.2) - - 

37.0% 36.4% 37.5% 

(3) Employee Benefit Plans 

(a) Defined Benefit Retirement Plan -- Delta has a trusteed, noncontributory, defined 
benefit pension plan covering all eligible employees. Retirement income is based on the 
number of years of service and annual rates of compensation. The Company makes annual 
contributions equal to the amounts necessary to fund the plan adequately. The fbnded 
status of the pension plan at March 3 1 , the plan year end, and the amounts recognized in 
the Company's consolidated balance sheets at June 30 were as follows: 

Plan assets at fair value 
Actuarial present value of benefit 

Obligation: 
Vested benefits 
Non-vested benefits 
Accumulated benefit obligation 

Additional amounts related 
to projected salary increases 
Total projected benefit obligation 

Plan assets in excess of 
projected benefit obligation 

Unrecognized net assets at date of 
Initial application being 
Amortized over 15 years 

Unrecognized net (gain) loss 
Accrued pension asset 

1998 - 
$8,637,638 

$4,800,745 
19 , 934 

$4,820,679 

1 , 924,590 
$6,745,269 

$1,892,369 

(169,577) 
(869,909) 

1997 - 

$6,835,393 

$4,505,619 
11,025 

$4,516,644 

1.828.856 
$6.345.500 

$ 489,893 

(211,972) 
125,777 

$ 852.883 s 403,698 

1996 - 

$6,058,458 

$2,789,736 
9,346 

$2,799,082 

2,811,907 
$5,610,989 

$ 447,469 

(254,365) 
(13,481) 

$ 179,623 
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The assets of the plan consist primarily of common stocks, bonds and certificates of 
deposit. Net pension costs for the years ended June 30 include the following: 

1998 1997 1996 - - 
Service cost for benefits earned during the year $ 445,288 $ 405,386 $ 382,751 
Interest cost on projected benefit obligation 443,955 392,539 356,897 
Actual return on plan assets (1 ,584,403)  (407,965) ~ i . .  (886,211) 
Net amortization and deferral 966,615 (136,843) 444,044 

Net periodic pension cost $ 271,455 $ 253,117 $ 297,481 

The weighted average discount rates and the assumed rates of increase in fhture 
compensation levels used in determining the actuarial present values of the projected 
benefit obligation at June 30, 1998, 1997 and 1996 were 7.0% (discount rates), and 4% 
(rates of increase). The expected long-term rates of return on plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting for Post-Retirement Benefits”, and SFAS 
No. 112, “Employers’ Accounting for Post-Employment Benefits”, do not affect the 
Company, as Delta does not provide benefits for post-retirement or post-employment 
other than the pension plan for retired employees. 

(b) Employee Savings Plan -- The Company has an Employee Savings Plan (“Savings 
Plan”) under which eligible employees may elect to contribute any whole percentage 
between 2% and 15% of their annual compensation. The Company will match 50% of the 
employee’s contribution up to a maximum Company contribution of 2.5% of the 
employee’s annual compensation. For 1998, 1997 and 1996, Delta’s Savings Plan 
expense was $1 56,000, $15 1,000 and $1 1 1,000, respectively. 

(c) Employee Stock Purchase Plan -- The Company has an Employee Stock Purchase 
Plan (“Stock Plan”) under which qualified permanent employees are eligible to participate. 
Under the terms of the Stock Plan, such employees can contribute on a monthly basis 1% 
of their annual salary level (as of July 1 of each year) to be used to purchase Delta’s 
common stock. The Company issues Delta common stock, based upon the fiscal year 
contributions, using an average of the last sale price of Delta’s stock as quoted in 
NASDAQ’s National Market System at the close of business for the last five business days 
in June and matches those shares so purchased. Therefore, stock equivalent to $1 11,000 
was issued in July, 1998. The continuation and terms of the Stock Plan are subject to 
approval by Delta’s Board of Directors on an annual basis. Delta’s Board has continued 
the Stock Plan through June 30, 1999. 

(4) Dividend Reinvestment and Stock Purchase Plan 

The Company’s Dividend Reinvestment and Stock Purchase Plan (Reinvestment Plan) 
provides that shareholders of record can reinvest dividends and also make limited additional 
investments of up to $50,000 per year in shares of common stock of the Company. Shares 
purchased under the Reinvestment Plan are authorized but unissued shares of common stock of 
the Company, and 27,124, 31,187 and 28,024 shares were issued in 1998, 1997 and 1996, 
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respectively. Delta reserved 200,000 shares under the Reinvestment Plan in December, 1994, and 
as of June 30, 1998, there were 96,480 shares still available for issuance. 

(5) Notes Payable and Line of Credit 

Substantially all of the cash balances of Delta are maintained to compensate the respective 
banks for banking services and to obtain lines of credit; however, no specific amount&-have been 
designated as compensating balances, and Delta has the right of withdrawal of such funds. At 
June 30, 1998 and June 30, 1997, the available line of credit was $25,000,000 and $20,000,000, 
respectively, of which $1,875,000 and $10,865,000 had been. borrowed at an interest rate of 
6.885% and 6.785% for 1998 and 1997, respectively. The maximum amount borrowed during 
1998 and 1997 was $20,160,000 and $10,865,000, respectively. The interest on this line is, at the 
option of Delta, either at the daily prime rate or is based upon certificate of deposit rates. The 
current line of credit must be renewed during November, 1998. 

Short-term borrowings were repaid in March, 1998, with the net proceeds of $24,100,000 
from the sale of $25,000,000 of debentures. The net proceeds were also used to redeem the 
Company’s 9% Debentures that would have matured in April, 201 1. The redemption of this debt, 
the outstanding principal amount of which was $10,000,000, was completed in April, 1998. 

(6) Long-Term Debt 

In March, 1998, Delta issued $25,000,000 of 7.15% Debentures that mature in March, 
2018. Redemption of up to $25,000 annually will be made on behalf of deceased holders within 
60 days of notice, subject to an annual aggregate $750,000 limitation. The 7.15% Debentures can 
be redeemed by the Company after April 1, 2003. Restrictions under the indenture agreement 
covering the 7.15% Debentures include, among other things, a restriction whereby dividend 
payments cannot be made unless consolidated shareholders’ equity of the Company exceeds 
$21,500,000. No retained earnings are restricted under the provisions of the indenture. 

In July, 1996, Delta issued $15,000,000 of 8.3% Debentures that mature in July, 2026. 
Redemption on behalf of deceased holders within 60 days of notice of up to $25,000 per holder 
will be made annually, subject to an annual aggregate limitation of $500,000. The 8.3% 
Debentures can be redeemed by the Company beginning in August, 2001 at a 5% premium, such 
premium declining ratably until it ceases in August, 2006. 

In October, 1993, Delta issued $15,000,000 of 6 5/8% Debentures that mature in 
October, 2023. Each holder may require redemption of up to $25,000 annually, subject to an 
annual aggregate limitation of $500,000. Such redemption will also be made on behalf of 
deceased holders within 60 days of notice, subject to the annual aggregate $500,000 limitation. 
The 6 5/8% Debentures can be redeemed by the Company beginning in October, 1998 at a 5% 
premium, such premium declining ratably until it ceases in October, 2003. The Company may not 
assume any additional mortgage indebtedness in excess of $2 million without effectively securing 
the 6 5/8% Debentures equally to such additional indebtedness. 
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Debt issuance expenses are deferred and amortized over the terms of the related debt. 
Call premium in 1998 of $300,000 and loss on extinguishment of debt of $332,000 was deferred 
and is being amortized over the term of the related debt consistent with regulatory treatment. 

.- A non-interest bearing promissory note was issued by Delta in November, 1995 in the 
amount of $1,800,000, and remaining installments are due in the amounts of $700,000 in 2000 
and $700,000 in 2002. The note was issued when Delta purchased leases and depleted gas wells 
to develop them for the underground storage of natural gas. The promissory note installments are 
secured by escrow of 80,000 shares of Delta’s common stock. These shares will be issued to the 
holder of the promissory note only in the event of default in payment by Delta. 

Other long-term debt requires principal payments of $40,000 in 1999 at which time other 
long-term debt will be hlly repaid. 

(7) Fair Values of Financial Instruments 

The fair value of the Company’s debentures is estimated using discounted cash flow 
analysis, based on the Company’s current incremental borrowing rates for similar types of 
borrowing arrangements. The fair value of the Company’s debentures at June 30, 1998 and 1997 
was estimated to be $54,387,000 and $37,723,000, respectively. The carrying amount in the 
accompanying consolidated financial statements as of June 30, 1998 and 1997 is $53,170,000 and 
$38,505,000, respectively. 

The carrying amount of the Company’s other financial instruments including cash 
equivalents, accounts receivable, notes receivable, accounts payable and the non-interest bearing 
promissory note approximate their fair value. 

(8) Commitments and Contingencies 

The Company has entered into individual employment agreements with its five officers. 
The agreements expire or may be terminated at various times. The agreements provide for 
continuing monthly payments or lump sum payments and continuation of certain benefits over 
varying periods in the event employment is altered or terminated following certain changes in 
ownership of the Company. 

(9) Rates 

Reference is made to “Regulatory Matters” herein with respect to rate matters. 
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(10) Quarterly Financial Data (Unaudited) 

The quarterly data reflects, in the opinion of management, all normal recurring 
adjustments necessary to present fairly the results for the interim periods. 

Ouarter Ended 

Fiscal 1998 

September 30 
December 3 1 
March 3 1 
June 30 

Fiscal 1997 

September 30 
December 3 1 
March 3 1 
June 30 

Operatiiig 
Revenues 

$ 5,215,272 
11,787,82'0 
18,305,458 

8,949,450 

$ 4,074,332 
10,023,399 
18,651,406 

9,420,048 

0pcra1 i ng 
liicoriie (Loss) 

$ 181,905 
1,726,169 
3,442,234 
I, 381,551 

$ 36,149 
1,090,513 
3,034 , 8 4 4  
1, 154 , 076 

Nct Income 
(Loss) 

$ (813,982) 
591,812 

2,366,329 
307,113 

$ ( 7 3 4 , 2 9 6 )  
198,153 

2,050,318 
210,090 

Basic and Bi 

Diluted 
Earnings(Loss) 
per Common 

Sliareh) 

$ ( . 3 5 )  
.25 

1 .00  
. 1 4  

$ ( . 3 3 )  
. 0 9  
.88  
.09 

(a) Quarterly earnings per share may not equal annual earnings per share due to changes in shares 
out st and ing . 
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EXHIBIT 12 
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EXHIBIT 21 

Subsidiaries of the Registrant 

.c 
Delgasco, Inc., Deltran, Inc., Enpro, Inc., Delta Resources, Inc. and TranEx Corporation 

are wholly-owned subsidiaries of the Registrant, are incorporated in the state of Kentucky and do 
business under their corporate names. 



EXHIBIT 23 

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 
6 

As independent public accountants, we hereby consent to the incorporation of our 
report dated August 17, 1998, included in this Form 10-K, into the Company’s previously 
filed Registration Statement No. 33-56689, relating to the Dividend Reinvestment and 
Stock Purchase Plan of the Company. 

Arthur Andersen LLP 

Louisville, Kentucky 
September 1 I ,  199s 
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Delta Natural Gas Company, Inc. and Subsidiary Cbmpanies 

Annual Report 



The Company Delta Natural Gas Company, Inc. 
(“1)elta” or “the Company”) is engaged 
primarily in the distribution, transmission, 
storage and production of natural gas 
through facilities located in 20 counties 
in central and southeastern Kentucky. 
Delta serves approximately 38,000 
residential, commercial, industrial and 
transportation customers and makes 

transportation deliveries to several 
interconnected pipelines. 

Unless the context requires otherwist:, 
references to Delta include Delta’s wholly- 

owned subsidiaries, Delta Resources, 
Inc. (“Resources”), Delgasco, Tnc. 
f‘Delgasco’’), Deltran, Inc. (“Deltran”), 
Ihpro, Inc. (“Enpro”) and TranEx 
Corporation (“TranEx”). Resources buys 
gas and resells it to industrial custoniers 
on Delta’s system and to Delta for 

system supply. Delgasco buys gas and 
resells it to Resources and to customers 
not on Delta’s system. Dcltran operates 
an underground natural gas storage field 
that it leases from Delta. Enpro owns 
and operates production properties and 
undeveloped acreage. ‘I’ranEx owns a 

443 mile intrastate pipaline. Delta and 
its subsidiaries arc under common 
executive management. 

Delta was incorporated under 
Kentucky law in 1949. Its principal 
executive offices are located at 3617 
Lexington Road, Winchester, ICentucky 
40391. Its telephone number is 
(606) 744-6171, and its Fax number 
is (606) 7444552. Delta’s website is 
ww.deltagas.com and Delta’s E-mail 
address is delta@mis.net. 

Delta System 
Corporate office 
I3ranch offices 
Other commiinities served 

Transniissiori lines 

1 

http://ww.deltagas.com
mailto:delta@mis.net
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Selected Consolidated Financial Information 

For the Years Ended June 30, 1998(a) 1997 199h(b) 199.5 

Summary of Operations ($) 
Operating revenues W 5 8 , O O O  42,169,185 36,576,055 3 1,844,339 3.2,846,9*4 1 
Operating income 6,73 1,859 S33 15,582 5,437,055 4,255,088 4,850,673 

2,67 1 ,00 1 Net income 2,4S 1,272 3,724,265 2.66 1,349 1,9 17,735 

Basic and diluted earnings per common bhare 1.04 .75 1.41 1.04 1 .so 
Dividends declared per common share 1.14 1.14 1.12 1.12 1.1 1 

Average Number of 
Common Shares Outstanding 2,359,598 2,294,134 1,886,629 1,850,986 1,775,068 

Total Assets ($) 102,866,613 96,681,165 8l,l40,6Z 65,948,716 6 1,932,480 

Capitabation ($) 
Common shareholders’ equity 29,810,294 29%474,569 23,628,323 2231 1,513 22,164,79 1 
Long-term debt 52,6 12,494 38,107,860 24,488.916 23,702200 22,500,000 

Notes payable refinanced 
subsequent to yearend 

46213,713 46,664,791 Total capitalization 82,422,788 67,582,429 66,192,239 
Short-Term Debt ($) (d) 3,665,000 12,852,600 1,084,800 6,732,700 3;205,000 

Other Items ($) 
Capital expenditures 
Total plant 

11,193,613 16,648,994 13,373,416 8,121,838 7,374,747 
127,028,159 116,829,158 08,795,623 84,944,969 77,882,135 

(5) During March, 1998, $ZS,OOO,OOO of debenturrb: were sold, and the proceeds woe used to repay short-term drbt and to redrrrn the 

(b) During July, 1996, $15,000,000 of debentures and 400.000 Jhares of common stork were sold, and the proceeds were used to repay a Company’s $10,000,000 of 9% debentureb. 

short-term debt and for general corporate purposes. The balanre of the nate payahle at June 30. 1996 ($18,075,000) is included in 

(c) During October, 1993, $15,000,000 of debentures and 170,000 shareh of common stock %ere bold, and the proreeds were uwd to repaj 

(d) Includes current portion of long-term debt. 

total capitalization 5s a result of the subsequent refinancing. I 

short-term debt and to refinance certain long-term drbt. 



To Our Shareholders 

This past year has certainly been an 
evcnthl year for Delta. Our weather 
was very mild as hcating degree days 
were only 93.5% of thirty year averagc 
(“normal”) weather a5 compared with 
103.5% in 1997. January and February 
were two of our warmest months on 
record, and thus our sales volumes 
\ v i m  below anticipated levels for nor- 
mal weather. Our earnings increased, 
however, despite the warmer weather, 
to $1.04 per share in 1998 as com- 
pared with $.75 per share in 1997, as 
we filed a rate case in March, 1997 and 
it was completed during liscal 1998. 
We implemented new rates effective 
November 30, 1997 that are designed 
to provide approximately $1.8 million 
of additional annual revenues. 

‘ h e  Company continued during 
1998 to expand its distribution and 
transmission system, including the July, 
1997 acquisition of the gas system of 
Annville Gas & ‘hnsmission Corporation 
in Jackson County. This system served 

D 

industrial and residential customers, 
and we expanded it during 1998 to 
provide service to customers in the 
City of Annville. 

of our Canada Mountain underground 
natural gas storagc field during 1998, 
including completion of 14 miles of 
12-inch diameter pipeline that con- 
nects the storage field to our system. 
We withdrew gas this past winter from 
the field to supply a portion of our 
winter-time gas needs, and we are 
prescntly injecting gas into the field 
in preparation for its use during the 
upcoming winter. 

In March, 1998, we successfully 
completed our largest public offering 
of debt with the issuance of $25 mil- 
lion of 7.15% debentures that will 
mature in 2018. The proceeds were 
used to repay our bank credit line and 
to redeem our 9% debentures, that 
were due in 2011, in the amount of 
$10 million. We will continue to utilize 

We also completed the dcvelopnient 

Delta‘s Mission 

Maximize business growth 

Strive for complete customer satisfaction 

Ensure an excellent work environment for employees 

Enhance the quality of shareholders’ investment 

Jennig,  I’ePl 

our credit line, which is presently $25 
million, for our working capital and 
capital expenditure needs as a supple- 
ment to our internally-generated cash. 

We acquired TranEx Corporation 
during June, 1997. This company owns 
a 43 milc, 8 inch diameter steel pipeline, 
and during 1998 we connected it to our 
system in the Richmond area. It also 
interconnects with Columbia Gulf’s 
pipeline in Madison County and our 
transmission pipeline system in Clay 
County. We are utilizing this pipeline 
to provide natural gas to our Canada 
Mountain storagc field, as wcll as for 
system supply and transportation. 

Thank you for your continued 
support. Delta had a good year, with 
growth and earnings improvement. 
We look to the future with optimism, 
believing that Delta is prepared to 
continue to grow and prosper. 

Sincerely, 

H. D. Peet 
Chairman of the Board 

Glenn R. Jennings 
Resiclent and 
Chi$ Executive OSJjcer 

August 2 1,1998 
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Summary Operations 

Delta expands its system to serve 
new customers near Nicholasville 

in Jessamine County. 



~ ~ 

Summary of Operations 

Gas Operations and Supply 
The Company purchases and pro- 

duces gas lor distribution to its retail 
customers and also provides transporta- 
tion service to iridustrial customers 
and inter-connected pipelines with its 
facilities that are located in 20 predom- 
inantly rural counties in central and 
southeastern Kentucky. The economy of 
Delta’s service area is hascd principally 
on light industry, farming and coal 
mining. The communities in Delta’s 
service area typically contain populations 
of lcss than 20,000. I h e  four largest 
servicc areas are Nicholasville, Corbin, 
13erca and Middlesboro, where Delta 
scrvcs 6,600, 6,300, 3,800 and 3,500 
customers, respectively. 

continuc to expand, resulting in 
growth opportunities for the Company. 
Industrial parks have been developed 
in certain areas and have resulted in 
new industrial customers, somc of 
which arc on-system transportation 
customers. As a result of this growth, 
Delta’s total average customer count 
incrcased by 2.6% in 1998. 

The communities served by Delta 

B 
Currently, over 99% of Delta‘s cus- 

tomers are residential and commercial. 
Delta’s remaining, light industrial 
customers purchased 6% of the total 
volume of gas sold by Delta a t  retail 
during 1998. 

by various factors, including rates 
billed to customers, the cost of natural 
gas, economic conditions in the areas 
that the Company serves, weather 
conditions and competition. Delta 
competes for customers and sales with 
alternative sources of energy, including 
electricity, coal, oil, propane and wood. 
l’hc Company’s marketing subsidiarics, 
which purchase gas and resell it to 
various industrial customers and others, 
also compete for their customers with 
producers and marketers of natural gas. 

The Company’s revenues are allccted 

Cas costs, which the Company is gener- 

Retail Sales Volume (Billion CU. ft.) 

‘98 4.1 
‘97 4.3 
......................................................................................................................................................................................................................... 

‘96 4.7 
‘95 3.7 
‘94 4.3 

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

ally able to pass through to customers, 
may influence customers to conserve, 
or, in the case of‘ industrial customers, 
to use alternative energy sources. Also, 
the potential hypass of Delta’s system 
by industrial customers and others is a 
competitive concern that Delta has 
addressed and will continue to address 
as the need arises. 

Delta’s retail sales are seasonal and 
temperature-scnsitivc as the majority 
ot the gas sold by Delta is used lor 
heating. ‘ h i s  seasonality impacts Delta’s 
liquidity position and its management 
of its worltirig capital requirenients 
during each twelve month period, and 
changes in the average temperature 
during the winter months impacts its 
revenues year-to-year (sce Management’s 
Discussion and Analysis of Financial 
Condition and Results of Operations). 

Retail gas sales in 1998 were 
4,112,000 Mcf, generating $33,435,000 
in revenues, as compared to 4,299,000 
Mcf and $33,56 1,000 in revenues 
for 1997. Heating degree days billed 
during 1998 were 93.5% of normal 
as compared with 103.5% in 1997 and 
as a result, sales volumes decreased 
by 187,000 McI’, or 4.4W0, in 1998 as 
cornpared to 1997. 

gas during 1998 generated revenucs 
of $4,,360,000 as compared with 
$3,596,000 during 1997. Of the total 
transportation in 1998, $3,877,000 
(3,467,000 Mcl) and $483,000 
(1,489,000 Mcf] were earned for 
transportation for on-system and off- 
system customers, respectively. OF the 

Delta’s transportation of natural 

total transportation for 1997, $3,214,000 
(2,863,000 Mct) and $382,000 
(1,205,000 Mct) were earned for trans- 
portation for on-system and off-system 
customers, respectively. 

As an active participant in many 
areas of tho natural gas industry, Ilelta 
plans to continue its elforts to expand 
its gas distribution system. During 
November, 1996, Delta acquired the 
City of North Midtllctown gas system 
in Bourbon County, consisting of I80 
primarily residential customers. During 
July, 1997, Delta purchased the gas 
system of Annvillc Gas & Transmission 
Corporation in Jackson County, which 
serves several industrial and residential 
customers. I b i s  system was expanded 
by Delta during 1998 to provide gas 
service to customers in the City of’ 
Annville. Delta continues to consider 
acquisitions o l  othcr gas systems, some 
of which are contiguous to i t s  existing 
service areas, as well as expansion 
within its existing service areas. 

The Company also anticipates 
continuing activity in gas production 
and transportation and plans to pursue 
and increase these activities wherever 
practicable. During Junc, 1997, Delta 
acquired ‘rranEx Corporation, which 
owns a 43 mile, 8 inch diameter steel 
pipeline that extends from Clay County 
to Madison County. During 1998, the 
lranEx pipeline was connected to 
Delta’s system in the Richmond area. 
It also interconnects with a pipeline of 
Columbia Gulf Transmission Company 
(“Columbia Culr.) in Madison County 
as well as Delta’s transmission pipeline 

r ,  



Summary of Operations 

system in Clay County. Delta is utilizing 
the pipeline to deliver natural gas for 
injection into the Company’s Canada 
Mountain storage field as well as for 
system supply and transportation. The 
Company will continue to consider the 
construction or acquisition of addition- 
al transmission, storage and gathering 
facilities to provide for increased trans- 
portation, enhanced supply and system 
flexibility. 

Some producers in Delta’s service 
area can access certain pipeline deliv- 
ery systems other than Delta, which 
provides competition from others for 
transportation of such gas. Delta will 
continue its efforts to purchase or 
transport any natural gas available that 
is produced in reasonable proximity to 
its facilities. 

Delta receives its gas supply from a 
combination of interstate and Kentucky 
sources. The Company intends to pursue 
an adequate gas supply to provide ser- 
vice to existing and future customers. 
Delta wil l  continue to maintain an active 
gas supply management program that 
emphasizes long-term reliability and 
the pursuit of cost effective sources of 
gas for its customers. 

Delta’s interstate gas supply is 
transported andlor stored by Tennessee 
Gas Pipeline Company, Columbia Gas 
Transmission Corporation, Columbia 
Gulf and Texas Eastern Transmission 
Corporation. Delta acquires its interstate 
gas supply from gas marketers. Delta 
also acquires gas supply from Kentucky 
producers and suppliers. There is a 
competitive national market for natural 
gas supplies as supply and demand 
determine the availability and prices 
of natural gas. 

Enpro produces oil and gas from 
leases it owns in southeastern Kentucky. 
Enpro’s natural gas production is pur- 
chased by Delta for system supply, and 
Enpro’s remaining proved, developed 

natural gas reserves are estimated at 
4,200,000 Mcf. Delta purchased a total 
of 225,000 Mcf from those properties 
in 1998. Enpro’s oil production has not 
been significant. 

Resources and Delgasco purchase 
gas from various marketers and 
Kentucky producers. The gas is resold 
to industrial customers on Delta’s 
system, to Delta for system supply and to 
others. Although there are competitors 
for the acquisition of gas supplies, 
Delta continues to seek additional new 
gas supplies from all available sources, 
including those in the proximity of its 
facilities in southeastern Kentucky. 
Also, Resources and Delgasco continue 
to pursue acquisitions of new gas 
supplies from Kentucky producers 
and others. 

Delta has completed the develop- 
ment of an underground natural gas 
storage field, with an estimated working 
capacity of 4,000,000 Mcf. This field 
has been used to provide a portion 
of Delta’s winter supply needs since 
1996. This storage capability permits 
Delta to purchase and store gas during 
the non-heating months, and then 
withdraw and sell the gas during the 
peak usage months. 

Regulatory Matters 
Delta is subject to the regulatory 

authority of the Public Service 
Commission of Kentucky (“PSC”) with 
respect to various aspects of Delta’s 
business, including rates and service 
to retail and transportation customers. 
The company monitors the need to file 
a general rate case as a way to adjust 

its sales prices. Delta currently has no 
general rate cases fded with the PSC. 

Effective November 30, 1997, Delta 
received approval from the PSC for an 
annual revenue increase of $1,670,000. 
This resulted from a general rate case 
that Delta had filed with the PSC during 
March, 1997. Effective May 1, 1998, 
Delta also received approval from the 
PSC for an additional annual revenue 
increase of $1 17,000 in this rate case, 
resulting from a rehearing of certain 
tax-related items. 

0 

Delta’s rates include a Cas Cost 
Recovery (“GCR) clause, which 
permits changes in Delta’s gas costs 
to be reflected in the rates charged to 
customers. The GCR requires Delta 
to make quarterly filings with the PSC, 
but such procedure does not require a 
general rate case. The PSC is allowing 
Delta through its GCR clause to recover 
its costs in connection with its recently 
developed storage facilities on Canada 
Mountain. 

During 1997, the PSC established 0 a proceeding to investigate affiliate 
transactions. Delta is a party to this 
proceeding, and has responded to a 
PSC data request relating to Delta’s 
subsidiaries. Delta cannot currently 
predict the outcome of this proceeding 
or the impact on Delta’s rates, if any. 

The PSC convened proceedings 
during 1997 with various regulated 
utilities and other interested parties to 
discuss the potential unbundling of 
natural gas rates and services in 
Kentucky. On July 1, 1998 the PSC 
concluded the proceedings without 
requiring further unbundling at this 

Degree Days (YO of 30 year average) 

‘98 93.5 
‘97 103.5 

‘95 89.7 

....................................................................................................... ............................................................. 
112. .................................................................................................... 

‘94 106.3 .......................................................................................................................................................................................................................... 
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The Richmond Industrial Park sewed 
by Delta in Madison County continues to 

successfully expand and develop. 
I 
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Summary of Operations 

time of prices and service options for 
residential and small commercial cus- 
tomers. Delta participated actively in 
those meetings and plans to continue to 
provide comments in future discussions 
concerning regulatory and legislative 
issues relating to unbundling. 

may obtain non-exclusive franchises 
from the citics and communities in 
which it operates authorizing it to 

place its facilities in the streets and 
public grounds. However, no utility 
may obtain a franchise until it has 
obtained from the PSC a Certificate of 
Convenience and Necessity authorizing 
it to bid on the franchise. Delta holds 
franchises in four of the ten cities in 
which it maintains branch offices and 
in seven other communities it serves. 
In the other cities and communities 
served by the Company, either Delta’s 
franchises have expired, the communities 
do not have governmental organizations 
authorized to grant franchises, or the 
local governments have not required 
or do not want to ofler a franchise. 
Delta attempts to acquire or reacquire 
franchises whenever feasible. 

In addition to PSC regulation, Delta 

Without a franchise, a local 
government could require Delta to 
cease its occupation of the streets and 
public grounds or prohibit Delta from 
extending its facilities into any new 
area oI that city or community. To date, 
the absence of a franchise has had no 
adverse effect on Delta’s operations. 

Capital Expenditures 
Capital expenditures during 1998 

were $11.2 million and for 1999 
are estimated to be $6.8 million. The 
Company expects a reduced level ol 
capital expenditures in 1999 due to 
the substantial completion of‘the 
underground natural gas storage field 
in 1998. ‘ h e  Company is planning 
for expenditures for system extensions, 
computer system upgrades and the 
replacement and improvement oI 
existing transmission, distribution, 
gathering and general facilities. 

Financing 

and operating cash requirements are 
met through the use of internally gen- 
erated funds and a short-term line of 
credit. The available linc of credit at 
June 30, 1998, was $25 million of which 
$1.9 million had hccn borrowed. These 
short-term borrowings are periodically 
repaid with long-term debt and equity 
securities, as was done in March, 1998, 
when the net proceeds of $24’.1 million 
from the sale of $25 million of deben- 
tures was used to repay short-term 
notes payable, as well as to redeem the 
Company’s 9% debentures, that would 
havc matured in 201 I ,  in the amount 
of $10 million. 

The Company’s capital expenditures 

Present plans are to utilize the 
short-term line of credit to help meet 
planned capital expenditures and oper- 
ating cash requirements. The amounts 

Range of Stock Prices ($) Dividends 
Quarter High Low Per Share($) 
Fiscal 1998 

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

First i n  114 
Second 19 112 
Third 19 114 
Fourth 18 
Fiscal 1997 
First 18 314 
Second 19 1/2 
Third 19 112 
Fourth 18 112 

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

16 314 
17 314 
16 SI8 
16 314 

285  

.285 
,285 

.2as 

15 1/2 
17 314 
17 
16 

.285 
285 
,285 
.2ns 

and types of future long-term debt 
and equity financings will depend 
upon the Company’s capital needs and 
market conditions. 

During 1998 the requirements 
of the Employee Stock Purchase 
Plan (see Note 3(c) of the Notes to 
Consolidated Financial Statements) 
were met through the issuance of 
5,746 shares of common stock result- 
ing in an increase of $ l O I , O O O  in 
Delta’s common shareholders’ equity. 
The Dividend Reinvestment and Stock 
Purchase Plan (see Note 4 of the Notes 
to Consolidated Financial Statements) 
resulted in the issuance of 27,124 
shares of common stock providing an 
increase of $4743,000 in Delta’s com- 
mon shareholders’ equity. 

Common Stock Dividends and Prices 
Delta has paid cash dividends on 

its common stock each year since 
1964. While it is the intention of the 
Board of Directors to continue to 
declare dividends on a quarterly basis, 
the frequency and amount of future 
dividends will depend upon the 
Company’s earnings, financial require- 
ments and other relevant factors, 
including limitations imposed by the 
indenture for the Debentures. There 
were 2,410 record holders of Delta’s 
common stock as of A u p s t  1, 1998. 

Delta’s common stock is traded in 
the National Association of Securities 
Dealers Automated Quotation 
(“NASDAQ) National Market System 
under the symbol DGAS. The accom- 
panying table reflects the high and 
low sales prices during each quarter 
as reported by NASDAQ and the quar- 
terly dividends declared per share. 



of Financial Condition and Results of Operations a 

\Overview - 
The Company’s utility operations are 

subject to regulation by the PSC, which 
plays a significant role in determining the 
Company’s return on equity. ‘ h e  PSC 
approves rates that are intended to permit 
a specified rate of return on investment. 
The Company’s rate taritfs allow the cost 
of gas to he passed through to customers 
(sec Regulatory Matters). 

‘ h e  Company’s business is temperature- 
sonsitive. Accordingly, the Company’s 
operating rcsults in any given period reflect, 

in addition to other factors, the impact of 

weather, with colder temperatures generally 
resulting in increased sales by the Company. 

l‘he Company anticipates that this sensitiv- 
ity to soasonal and weather conditions will 
continue to be so reflected in the Company’s 
operating results in future periods. 

h.iquidity_and Capital Resources 
13ecause of the seasonal nature 01 

Ihlta’s sales, thc smallest proportion of 

cash generated from operations is 
rcccived during the warmer months when 
sales volumes decrease considerably. 
Additionally, most construction activity 
takes place during the non-hcating sea- 

son because of more favorable weather 
conditions. During the warmer, non-heat- 
ing months, therefore, cash needs for 
operations and construction are partially 
met through short-term borrowings. 

1999 are expected to be $6.8 million. 
Delta generates internally only a portion 
of the cash necessary for its capital 
expenditure requirements and finances 
the balance of its capital cxpenditurcs on 
an interim basis through the use of its 

borrowing capability under its short-term 
line of credit. The current available line 
of credit is $25,000,000, of which 
$1,875,000 was borrowed at June 30, 

1998. l‘he line of credit, which is with 
s a n k  One, Kentucky, NA, requires renewal 
during November, 1998. These short- 
term borrowings arc periodically repaid 

with the net proceeds from the sale of 

long-term debt and equity securities, as 
was done in March, 1998, whan the net 
proceeds of $24,100,000 Irom the sale of 
$25,000,000 of debentures were used to 
repay short-term debt and to rt:deem the 
Company’s 9% debentures, that would 
have matured in 201 I ,  in the amount of 

Capital expenditures for Delta for fiscal 

$10,000,000. 

hesultsof_Operations 
Operating Revenues 

l’he increase in operating revenues 

of $2,089,000 for 1998 was due primarily 
to the general rate increase eflective 
November 30, 1997 and to the  increases 
in on-system and oft-system transportation 
volumes of 604,000 Mer and 284,000 Mcf, 
respectively. The increase in operating 
revenues includes $200,000 of additional 
revenue caused by a non-recurring change. 

These increases were partially offset by a 
decrease in retail sales volumes of 187,000 
Mcf as a result of the warmer winter 
weather in 1998. Billed degree days were 
93.5% of normal degree days for 1998 as 
compared with 103.5”/0 for 1997. 

The increase in operating revenues of 
$5,593,000 for 1997 was due primarily to 

increases in the cost of gas purchased that 
were rellected in rates hilled to customers 
through Delta’s gas cost recovery clause. 
This was partially offset by a decrease in 
retail sales volumes ot 406,000 Mcf as a 

result of the warmer wintcr weather in 
1997. Billed degree days were 103.5% 01 
normal degree days for 1997 as compared 
with I12.30/0 lor 1996. In addition, on- 

system transportation volumos for 1997 
increased 293,000 Mcf, or 1 1.4%. 

r 7  1 he primary cash flows during the last three years are summariacd bclow: 

- I9y7 1996 1998 

Provided by operating activities $ 8,922,037 $ 6,209,226 $ 3,094,809 
Used in investing activities (11,193,613) (16,648,994) ( I  3,373,416) 
I’rovided by financing activities 1,909,689 10,768,558 10,294,46 1 

M ~ I  incroase (decrease) irr cash 
and cash oquivalents $ (361,887) $ 328,790 $ 15,854 

_ .  

Cash pr~.)vided by operating activities consists 0 1  net incomc and noncash items 
including depreciation, dcpletion, amortization and dcl‘erred income taxes. Additionally, 
changos in working capital are also included in cash provided hy operating activities. 
The Company expccts that internally gcnerated cash, coupled with short-term borrow- 
ings, will he  sufticient to satisfy its operating, normal capital expenditurc and dividend 
rcquiroments. 

Operating Expenses 

for I998 of $766,000 was duc primarily 
to the decreased gas purchases for retail 
sales resulting h a m  the warmer wintcr 
wcathcr in 1998. 

I h e  decrease in purchased gas expense 

r l  1 he increase in purchased gas t:xpensc 
0 1  $5,875,000 lor 1907 was due primarily 
to incroases in the cost ol gas purchased 
lor retail sales. The increase was partially 
ollset by the decreased gas purchased for 
retail sales resulting lroin the warmer 
wintor woathor in 1997. 
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The increases in depreciation expense 
during 1998 and 1997 of $510,000 and 
$424,000, respectively, were due primarily 
to additional depreciable plant. 

The increase in taxes other than income 

taxes during 1998 of $155,000 was p h a r  
ily due to increased property taxes which 
resulted from increased plant and property 
valuations, and to increased payroll taxes, 
which resulted from increased wages. 

and 1997 of $436,000 and $595,000, 
respectively, werc primarily due to changes 
in net income. 

Changes in income taxes during 1998 

Interest Charges 
The increase in interest on long-term 

debt during 1998 of $329,000 was due 
primarily to the issuance of $25 million of 
7.15% Debentures in March, 1998. The 
increase in other interest during 1998 of 

$378,000 was due primarily to increased 
average short-term debt borrowings. 

The increases in interest on long-term 
debt and amortization of debt expense 
during 1997 of $1,146,000 and $27,000, 
respectively, were due primarily to the 
issuance of $1 5 million of 8.3% Deben- 
tures during July, 1996. The decrease in 
other interest during 1997 of $348,000 
was due primarily to decreased average 
short-term borrowings as short-term debt 
was repaid with the net proceeds from the 
sale of long-term debt and equity securi- 
ties during July, 1996. 

Earnings Per Common Share 
For the years ended June 30, 1998 and 

1997, basic earnings per common share 
declined, as compared with previous peri- 
ods, as a result of the increased average 

common shares outstanding that resulted 
from the additional 400,000 shares of 
common stock issued in July, 1996, as well 
as the common shares issued under Delta’s 
dividend reinvestment plan and shares 

issued to employees during the periods. 
Other than Delta’s outstanding common 
shares, there are no potentially dilutive 
securities. Therefore basic and diluted 
earnings per common share are the same. 

Factors That May Affect Future Results 
Management’s Discussion and Analysis 

of Financial Condition and Results of 
Operations and the other sections of 
this report (including the letter To Our 
Shareholders) contain forward-looking 
statements, that are not statements of 
historical facts. These forward-looking 
statements are identified by their language, 
which may in some cases include words 

such as “estimates,” “expects,” “plans,” 
“anticipates,” “intends,” “will continue,” 
“believes,” and similar expressions. Such 
forward-looking statements may concern 
(among other things) the impact of changes 
in the cost of gas, projected capital 
expenditures, sources of cash to fund 
expenditures, regulatory recovery mecha- 
nisms, regulatory matters, expansion of 
Delta’s gas distribution system, acquisi- 
tions of gas customers and systems, activity 
in gas production and transportation 
and acquisition and mangement of gas 
supply. Such forward-looking statements 

are accordingly subject to important 
risks and uncertainties that could cause 
the Company’s actual results to differ 

materially from those expressed in any 
such forward-looking statements. These 
uncertainties include, but are not limited 
to, the ongoing restructuring of the gas 
industry and the outcome of the regulatory 
proceedings related to that restructuring, 
changing regulatory environment generally, 
uncertainty as to the regulatory allowance 
of recovery of changes in the cost of gas, 
uncertain demands for capital expenditures, 
the availability of cash from various 
sources and uncertainty as to regulatory 
approval of the full recovery of costs and 
regulatory assets. 

The “Year 2000” Issue 
The Company is working to resolve 

the potential impact of the year 2000 on 
the ability of the Company’s computerized 
information systems to accurately process 
information that may be date-sensitive. 
Any of the Company’s programs that 
recognize a date using “00” as the year 
1900 rather than the year 2000 could 

result in errors or system failures. The 
Company utilizes a number of computer 
programs across its entire operation. 

The Company has not completed its 
assessment, but currently believes that 
costs of addressing this issue will not 
have a material adverse impact on the 
Company’s financial position. However, 
if the Company and third parties upon 
which it relies are unable to address this 
issue in a timely manner, it could result 
in a material financial risk to the Company. 

The Company intends to use its best 
efforts to resolve any significant year 

2000 issues in a timely manner. 

New Accounting Pronouncements 
I In 1997, Delta adopted Statement of 

Financial Accounting Standards (“S FA,”) 
No. 121, “Accounting for the Impairment 
of Long-Lived Assets and for Long-Lived 
Assets to Be Disposed Of”. Adoption of 
SFAS No. 121 did not have a material 
impact on the Company’s financial posi- 
tion or results of operations. 

For companies with June 30 fiscal 
yearends, SFAS No. 123, “Accounting for 
Stock-Based Compensation’: was required 
to be adopted as of June 30, 1997. This 
standard is currently inapplicable to Delta 
because the Company has no stock-based 
compensation arrangements. 

Delta adopted SFAS No. 128, “Earnings 
per Share’: during the second quarter of 
fiscal 1998. The adoption of this standard 
had no effect upon current or prior period 
earnings per common share. 

In June 1997, the Financial 
Accounting Standards Board (“FASB”) 

issued SFAS No. 130, “Reporting 
Comprehensive Income’: and SFAS No. 
13 I ,  “Disclosures about Segments of an 
Enterprise and Related Information’: 
effective for periods beginning after 

December 15, 1997. These statements 
do not affect the accounting recognition 
or measurement of transactions, but 
rather require expanded disclosures 
regarding financial results. The Company 
will adopt these standards in 1999 as 
required by the FASB. 
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[ConsolidateTStatements of income 11 

For the Years Ended June 30, 1998 1997 1996 
Operating Revenues $ 44,258,000 $ 42,169,185 $ 36,576,055 
Operating Expenses 

Purchased gas $ 22,499,488 $ 23,265,222 $ 17,389,755 
Operation and maintenance (Note 1) 8,968,213 8,631,635 8,642,511 
Depreciation and depletion (Note 1) 3,445,382 2,935,257 2,5 10,952 
Taxes other than income taxes 1,212,058 1,056,689 1,036,282 
Income taxes (Note 2) 1,401,000 964,800 1,559,500 

Total operating expenses $ 37,526,141 $ 36,853,603 $ 31,139,000 
Operating Income $ 6,731,859 $ 5,315,582 $ 5,437,055 
Other Income and Deductions, Net 67,9 1 1 40,874 32,503 
Income Before Interest Charges $ 6,799,770 $ 5,356,456 $ 5,469,558 
Interest Charges 

Interest on long-term debt $ 3,326,681 $ 2,997,393 $ 1,851,768 
Other interest 897,265 519,432 867,641 
Amortization of debt expense 124,552 115,366 88,800 

$ 2,808,209 
Net Income $ 2,451,272 $ 1,724,265 $ 2,661,349 
Weighted Average Number of Common Shares Outstanding 2,359,598 2,294,134 1,886,629 
Basic and Diluted Earnings Per Common Share $ 1.04 $ .75 $ 1.41 

Total interest charges $ 4,348,498 $ 3,632,191 

Dividends Declared Per Common Share $ 1.14 $ 1.14 $ 1.12 
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12 BddatedSGtements  of Cash Flows 

For the Years Ended June  30, 1998 1997 1996 

Cash Flows From Operating Activities 
Net income $ 2,451,272 $ 1,724,265 $ 2,661,349 

Adjustments to reconcile net income to net cash from operating activities: 
Depreciation, depletion and amortization 3,755,929 3,049,229 2,663,475 
Deferred income taxes and investment tax credits (29,400) 485,400 1,762,500 

Other - net 698,584 666,798 484,474 

(Increase) decrease in assets: 
Accounts receivable 
Gas in storage 
Advance (deferred) recovery of gas cost 
Materials and supplies 
Prepayments 
Other assets 

Increase (decrease) in liabilities: 
Accounts payable 
Refunds due customers 
Accrued taxes 
Other current liabilities 

(124,168) 
(840,829) 

3,328,625 
252,746 
70,648 

(55,440) 

(336,089) 
(460,751) 
(46,549) 
257,055 

(3 18,178) 
(782,007) 
495,751 

(120,969) 
(346,532) 
(541,669) 

(439,72 I )  
554,520 

1,038,761 
744,054 

(860,255) 
63,546 

(3,788,143) 
(124,6v7) 

53,702 
(3 1,72 3) 

87 1,207 

56,9S 1 
Advances for construction and other 404 (476) 9,100 

________I _l__.l_ ~ ~ __.....l_--_.____l_lI- 

Net cash provided by operating activities $ 8,922,037 $ 6,209,226 $ 3,094,809- 

Cash Flows From Investing Activities - 
$ (11,193,613) $ (16,648,994) $ (13,373,416) 

Net cash used in investing activities $ (11,193,613) $ (16,648,994) $ (13,373,416) 
- _______ _____I__-_ I_  ̂

Capital expenditures 

Cash Flows From Financing Activities (Note 6) 
Dividends on common stock 
Issuance of common stock, net 
Issuance of debentures, net 
Repayment of long-term debt 
Issuance of notes payable 
Repayment of notes payahle 

Net cash provided by financing activities 
Net Increase (Decrease) in  Cash and Cash Equivalents 

$ (2,690,233) $ (2,651,073) $ (2,l 13,414) 
574,686 6,773,054 568,875 

(10,822,559) (478,256) (561,000) 
26,200,000 30,975,000 25,955,000 

$ 1,909,689 $ 10,768,558 $ 10,294,461 
$ (361,887) $ 328,790 $ 15,854 

23,837,795 14,334,833 - 

(35,190,000) (38,185,000) (13,555,000) - 

Cash and Cash Equivalents, Beginning of Year 480,423 15 1,633 135,779 
Cash and Cash Equivalents, End of Year $ 118,536 $ 480,423 $ 15 1,633 

Supplemental Disclosures of Cash Flow Information 
Cash paid during the year f i x :  

Interest 
Income taxes (net of refunds) 

$ 4,291,005 $ 3,019,881 $ 2,491,OV 1 
$ 1,642,964 $ (432,163) $ 193,560 

‘Ihe accompanying notes to consolidated financial statements are an integral part of thew statements. 
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1 &lidatedIBalance Sheets 

As of June 30, 1998 1997 

Assets 
Gas Utility Plant, at cost $ 127,028,159 $ 116,829,158 

Less - Accumulated provision for depreciation (34,929,48 1) (31,734,976) 

92,098,678 $ 85,094,182 

Cash and cash equivalents $ 118,536 $ 480,423 

2,538,800 2,414,632 
Gas in storage, at average cost 2,050,000 1,209,171 
Deferred gas costs (Note I )  - 2,180,606 
Materials and supplies, at first-in, first-out cost 520,362 773,108 
Prepayments 241,731 3 12,379 

Total current assets $ 5,469,429 $ 7,370,319 

Net gas plant $ 

Current Assets 

Accounts receivable, less accumulated provisions for tloubtful 

accounts of $I20,002 and $1 13,945 in 1998 and 1997, respectively 

Other Assets 
I 

Cash surrender value of officers’ lile insurance (face amount of 
$1,036,009) $ 339,2 15 $ 321,339 

Note receivable from officer 110,000 134,000 
Unamortized debt expense and other (Note 6) 4,849,291 3,76 1,325 

Iota1 other assets $ 5,298,506 $ 4,216,664 
Total assets $ 102,866,613 $ 96,681,165 

0 

Liabilities and Shareholders’ Equity 
Capitalization (See Consolidated Statements of Capitalization) 

Coninion shareholders’ equity $ 29,810,294 $ 29,474,569 

52,6 12,494 38,107,860 Long-term debt (Notes 6 and 7) 
$ 67,582,429 

Notes payable (Note 5) $ 1,875,000 $ 10,865,000 

Current portion of long-term debt (Notes 6 and 7) 1,790,000 1,987,600 
Accounts payable 2,050,628 2,386,717 
Accrued taxes 1,085,766 1,132,315 

‘I’otal capitalization $ 82,422,788 

Current Liabilities 

Kefunds due customers 117,123 577,874 
1,148,019 - Advance recovery of gas costs (Note I) 

Customers’ deposits 438,134 368,561 
Accrued interest on debt 1,2 15,265 1,033,220 
Accrued vacation 528,952 5 16,032 
Other accrued liabilities 485,018 492,501 

Total current liabilities $ 10,733,905 $ 19,359,820 

Deferred income taxes $ 8,023,475 $ 7,921,100 
Investment tax credits 637,300 708,400 

892,100 Regulatory liability (Note 2) 831,425 
’i Advances for construction and other 217,720 

Deferred Credits and Other 

‘She accompanying notes to consolidated financial statements are an i n t e p l  part of these statements. 
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14 Gsol ida ted  Statements of Changes in Shareholders' Equity 

For the Years Ended June 30, 1998 1997 1996 
Common Shares 

Balance, beginning of year $ 2,342,223 $ 1,903,580 $ 1,868,734 
$1.00 par value of 32,870,438,643 and 34,846 shares issued 
in 1998, 1997 and 1996, respectively 

Public issuance of common shares - 400,000 - 
Dividend reinvestment and stock purchase plan 27,124 31,187 28,024 
Employee stock purchase plan and other 5,746 7,456 6,822 

Balance, end of year $ 2,375,093 $ 2,342,223 $ 1,903,580 
Remiurn on Common Shares 

Balance, beginning of year 
Remium on issuance of common shares: 

Public issuance of common shares 
Dividend reinvestment and stock purchase plan 
Emplovee stock purchase plan and other 

$ 27,203,311 $ 20,572,132 $ 20,022,643 

- 6,000,000 - 

446,432 5 19,478 440,621 
95,384 111,701 108,868 

L ,  

Balance, end of year $ 27,745,127 $ 27,203,311 $ 20,572,132 

Balance, beginning of year $ (1,917,020) $ (1,620,252) $ (1,604,792) e Capital Stock Expense 

Issuance of common shares - (296.768) (15.460) \ .  I ___- _^____------..___--.-.--~___I__ 
Balance, end of year $ (1,917,020) $ (1,917,020) $ (1,620,252) 

Retained Earnings 
Balance, beginning of year $ 1,846,055 $ 2,772,863 $ 2,224,928 

Net income 2,451,272 1,724,265 2,661,349 
Cash dividends declared on common shares (See Consolidated 

Statements of Income for rates) (2.690.233) (2.651.073) (2.113.414) 
. I  I I \ ,  . , < .  . , 

Balance, end of year $ 1,607,094 $ 1,846,055 $ 2,772,863 

The accompanying notes to consolidated financial statements are an integal part of these statements. 
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jConsolidated-Staternents of Capitalization 

As of June 30, 1998 1997 

Common Shareholders’ Equity 
Common shares, par value $1.00 per share (Notes 3 and 4) 

Authorized 6,000,000 shares 
Issued and outstanding 2,375,093 and 2,342,223 shares in 

1998 and 1997, respectively 
Premium on common shares 
Capital stock expense 

$ 2,375,093 $ 2,342,223 
27,745,127 27,203,311 
(1,917,020) (1,917,020) 

1,846,055 
Total common shareholders’ equity $ 29,810,294 $ 29,474,569 

Retained earnings (Note 6) 1,607,094 

Long-Term Debt (Notes 6 and 7) ., 
Debentures, 8.3%, due 2026 
Debentures, 6 5/8%, due 2023 
Debentures, 9%, due 201 1 
Debentures, 7.15%, due 2018 
Promissory note from acquisition of underground 

storage, non-interest bearing, due through 2001 
(less unamortized discount of $207,506 and $297,099 
in 1998 and 1997, respectively) 

0 

$ 15,000,000 $ 15,000,000 
13,170,000 13,505,000 

- 10,000,000 
25,000,000 - 

1,192,494 1,502,901 
Other 40,000 87,559 

$ 54,402,494 $ 40,095,460 Total long-term debt 
Less amounts due within one year, 

included in current liabilities (1,790,000) (1,987,600) 
Net long-term debt $ 52,612,494 $ 38,107,860 

$ 67,582,429 Total capitalization $ 82,422,788 

’he aocompanying notes to consolidated financial statements are an integral part of these statements. 
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NOQ@S to Co,oas;onidat@d 5iwancialI seae@m@wta 

~ i i i r n i i i o i  Significant 
Accounting Policies 
(a) Principles of Consolidation Delta 

Natural Gas Company, Inc. (“Delta” or 
“the Company”) has five wholly-owned 
subsidiaries. Delta Resources, Inc. 
(“Resources”) buys gas and resells it to 
industrial customers on Delta’s system 

and to Delta for system supply. Delgasco, 
Inc. buys gas and resells it to Resources 
and to customers not on Delta’s system. 
Deltran, Inc. operates underground natural 
gas storage facilities that it leases from 
Delta. Enpro, lnc. owns and operates pro- 
duction properties. TranEx Corporation 
owns a 43 mile intrastate pipeline. All 
subsidiaries of Delta are included in the 
consolidated financial statements. Inter- 
company balances and transactions have 
been eliminated. 

Ib) Cash Equivalents For the purposes 

of the Consolidated Statements of Cash 
171ows, all temporary cash investments 
with a maturity of three months or less at 
the date of purchase are considered cash 
equivalents. 

(c) Depreciation The Company 
determines its provision for depreciation 
using the straight-line method and by the 
application of rates to various classes of 
utility plant. The rates are based upon the 
estimated service lives of the properties 
and were equivalent to composite rates of 
3.1%, 3.0%, and 2.9%) of average depre- 
ciable plant for 1998, 1997, and 1996, 
respectively. 

(d) Maintenance All expenditures 
for maintenance and repairs of units of 
property are charged to the appropriate 

maintenance expense accounts. A better- 
ment or replacement ot a unit of property 

is accounted for as an addition and 
retirement of utility plant. At the time of 
such a retirement, the accumulated provi- 
sion for depreciation is charged with the 
original cost of the property retired and 
also for the net cost of removal. 

(el Gas Cost Recovery Delta has a 

Gas Cost Recovery (“GCK”) clause which 

provides for a dollar-tracker that matches 
revenues and gas costs and provides 
eventual dollar-for-dollar recovery of all 
gas costs incurred. The Company expenses 
gas costs based on the amount of gas 
costs recovered through revenue. Any 
differences between actual gas costs and 
those estimated costs billed are deferred 
and reflected in the computation of 
future billings to customers using the 
GCR mechanism. 

(f) Revenue Recognition The 
Company records revenues as billed to 
its customers on a monthly meter rcading 
cycle. At the end of each month, gas ser- 
vice which has been rendered from the 
latest date of cach cycle rncter reading to 
the month-end is unbilled. 

(9) Revenues and Customer 
Receivables The Company has 38,000 
customers in central and southeastern 
I<cntucliy. Revenues and customer 
receivables arise primarily from sales of 

natural gas to customers and from trans- 
portation services for others. I’rovisions 
for doubtful accounts are recorded to 

reflect the expected net realizable value 
of accounts receivable. 

(h) Use of Estimates The preparation 
of financial statements in conlorrnity with 
generally accepted accounting principles 
roquires management to make estimates 
and assumptions that affect the reported 

amounts of assets and liabilities and dis- 
closure of contingent assets and liabilities 
at the date ol the financial statements 
and the reported amounts of revenues 
and expenses during the reporting period. 
Actual results could differ from those 
estimates. 

(i) New Accounting Pronouncements 
Delta adopted Statement of Financial 
Accounting Standards (“SFAS”) No. 121, 
“Accounting for the Impairment of Long- 
Lived Assets and for 1,ong-lived Assets to 
He Disposed Ol” in the lirst quarter of fis- 
cal 1997. Adoption of SFAS No. 121 did 
not have a material impact on the 
Company’s financial position or results of 
operations. 

For companies with June 30 fiscal 
ycarends, SFAS No. 123. “Accounting for 
Stock-Based Compensation”, was required 
to be adopted as of June 30, 1997. This 
standard is currently inapplicable to Ilelta 
bccause the Company has no stoclr based 
compensation arrangements. 

Delta adopted SFAS No. 128, “Earnings 
per Share”, during the second quarter of 

fiscal 1998. The adoption 01 this standard 
had no effect upon current or prior period 
earnings per share. 

I n  June 1997, the Financial Accounting 
Standards Board (“FASB”) issued SFAS 
No. 130, “Reporting Comprehensive 
Income”, and SFAS No. 131. “Disclosures 
about Segments 0 1  an Enterprise and 
Rolated Information”, effectivc l o r  periods 
beginning attcr December IS, 1997. 
‘hese statcmcnts do not affect the 
accounting recognition or measurement of 

transactions, hut rather require expanded 
disclosurcs regarding financial rcsults. 

The Company will adopt thew standards 

0 in 1999 as required by the FASB. 
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j(2)ncome Taxes 
The Company provides for income 

taxes on teniporary differences resulting D - 
Irorn the ttse ol alternative methods ol 

incorno and oxpense recognition lor 

financial and tax reporting purposes. ‘I’he 

dilfercnces result primarily l‘rorn the use 

leratcd tax dcpreciatinn methods 

for certain propwtios versus the straight- 

line depreciation method for financial 

purposes, differences in recognition of 

purchased gas cost recovcries and certain 

other xcrua ls  which are not currently 

dcductible for income tax purposes. 

Invastrnant tax credits were deferred tor 

certain periods prior to fiscal 1987 and 

d to income over the 

estimated uscl‘ul lives of‘ the applicahle 

properties. ‘ h e  Company utilizes the lia- 

bility method for accounting lor income 

taxes, which requires that deferred 

income tax assets and liabilities are com- 

puted using tax rates that will be in elfect 

when the book and tax temporary differ- 

cnces reverse. The changc in tax rates 

applied to accumulated deterred income 

taxes may not he immediately recognized 

in operating results hecausc ol rdteniak- 

ing treatment. A rcgulatory liability has 

been established to recognize the future 

revenue requirement impact from these 

deferrod taxes. The temporary differences 

which gave rise to the  net accumulated 

deferred income tax liability lor the periods 

are as follows: 

1998 I997 

1)elerrcd Tax Liabilities 
Accelarated depreciation 
1)eli:rred gas cost 
Accrued pension 

$ 9,933,400 $ 9,018,800 
- 860,100 

568,900 4,33,000 
I)eht expense 487,400 384,900 

Total $ 10,989,700 $10,696,800 D Deferrctl Tax Assets 

Alternative minimum tax credits 
Hepilatory liabilities 
Unhilled revmite 
Investment tax credit 

$ 1,274,100 $ 1,534,100 
486,245 339,400 
670,100 327,500 
25 1,400 279,400 

Other 284,380 295,300 
Total !$ 2.966.225 $ 2,775,700 

Net accumulated delerred 
income tax liability $ 8,023,475 $ 7,921,100 

‘I%(: components of the income tax provision are  comprised of the following for thc years ended June 30: 

1998 I997 1996 
Components of lnconie Tax Expense: 

Payable currently: 
Fed era I $ 1,164,800 $ 242,200 $ 52,100 
Sla1c: 265,600 (3 1,300) (255,I00) 

Total $ 1,430,400 $ 210,900 $ (203,000) 
1)eSerred (29,400) 753,900 1,762,500 

Income tax expense $ 1,401,000 $ 964,800 $ 1,559,500 
- 
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Reconciliation of the statutory federal income tax rate to the effective income tax rate is shown in the table below: 

1998 1997 1996 

Statutory federal income tax rate 34.0% 34.0% 34.0% 
State income taxes net of federal benefit 5.0 5.0 5.2 
Amortization of investment tax credit (1.8) (2.6) (1.7) 
Other differences - net ( 4  - - 

I- ..I__--~------i_ I--. - - . ~ - ~ - . - ~ ~ - . - -  
Effective income tax rate 37.0% 36.4% 37.5% 

/@)Employee Benefit Plans based on the number of years of service 

and annual rates of compensation. The 

Company makes annual contributions 

equal to the amounts necessary to fund 

the plan adequately. The funded status of 

the  pension plan at  March 31, the plan 

year end, and the amounts recognized in 

the Company's consolidated balance 

sheets a t  June 30 were as follows: 

(a) Defined Benefit Retirement Plan 
Delta has a trusteed, noncontributory, 

defined benefit pension plan covering all 

eligible employees. Retirement income is 

1998 1997 1996 

Plan assets at fair value $ 8,637,638 $ 6,835,393 
Actuarial present value of benefit obligation: 

Vested benefits $ 4,800,745 $ 4,505,619 $ 2,789,736 
Non-vested benefits 19,934 11,025 9,346 
Accumulated benefit obligation $ 4,820,679 $ 4,516,644 $ 2,799,082 

" _ _ _ _  "" ~ __"" .... .__" .". " "._.____._--.._.._._____...---...I___...--....̂_-_.-....---.. 

Additional amounts related 
to oroiected salary increases 1,924,590 1,828,856 2,811,907 

Total projected benefit obligation $ 6,745,269 $ 6,345,500 $ 5,610,989 

projected benefit obligation $ 1,892,369 $ 489,893 $ 447,469 

application being amortized over 15 years (169,577) (211,972) (254,365) 

-111 __--_ll.___l-._l _I II I.-- ~ 

Plan assets in excess of 

Unrecognized net assets at date of initial 

Unrecognized net (gain) loss (869,909) 125,777 (13,48 1) 
Accrued oension asset $ 852.883 $ 403.698 $ 179.623 

.I._ __.____,.l,.____ ____" ~ l_l I ~ ____I_..... .-,...-.I---... Î..-I._-.̂I_.__....--I_..___..__--I. I 

The assets of the  plan consist primarily of common stocks, bonds and certificates of deposit. Net pension costs for the 
years ended June 30 include the following: 

1998 1997 1996 

Service cost for benafits earned during the year $ 445,288 $ 405,386 $ 382,751 
Interest cost on projected benefit obligation 443,955 392,539 356,897 

(1,584,403) (407,965) (886,211) Actual return on plan assets 
Net amortization and deferral 966,615 (136,843) 444,044 

Net periodic pension cost $ 271,455 $ 253,117 $ 297,481 
--  

~ 
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The weighted average discount rates 
and the assumed rates of increase in 
future compensation levels used in deter- 
mining the actuarial present values of the 
projected benefit obligation at June 30, 
1998, 1997 and 1996 were 7.0% (discount 
rates), and 4% (rates of increase). The 
expected long-term rates of return on 
plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting 
for Post-Retirement Benefits”, and SFAS 
No. 112, “Employers’ Accounting for 

Post-Employment Benefits”, do not affect 
the Company, as Delta does not provide 
benefits for post-retirement or post- 
employment other than the pension plan 
for retired employees. 

(b) Employee Savings Plan The 
Company has an Employee Savings Plan 
(“Savings Plan”) under which eligible 
employees may elect to contribute any 
whole percentage between 2% and 
15% of their annual compensation. The 
Company will match 50% of the employ- 
ee’s contribution up to a maximum 
Company contribution of 2.5% of the 
employee’s annual compensation. For 
1998, 1997 and 1996, Delta’s Savings 
Plan expense was $156,000, $151,000 
and $1 11,000, respectively. 

(c) Employee Stock Purchase Plan 

D 

The Company has an Employee Stock 
Purchase Plan (“Stock Plan”) under 
which qualified permanent employees are 
eligible to participate. Under the terms 
of the Stock Plan, such employees can 
contribute on a monthly basis 1% of their 
annual salary level (as of July I of each 
year) to be used to purchase Delta’s com- 
mon stock. The Company issues Delta 
common stock, based upon the fiscal year 
contributions, using an average of the last 
sale price of Delta’s stock as quoted in 
NASDAQ‘s National Market System at the 
close of business for the last five business 
days in June and matches those shares so 

purchased. Therefore, stock equivalent to 
$111,000 was issued in July, 1998. The 
continuation and terms of the Stock Plan 
are subject to approval by Delta’s Board 
of Directors on an annual basis. Delta’s 
Board has continued the Stock Plan 
through June 30, 1999. 

(4) Dividend Reinvestment c1- and-Stock Purchase Plan 
The Company’s Dividend Reinvestment 

and Stock Purchase Plan (Reinvestment 
Plan) provides that shareholders of record 
can reinvest dividends and also make 
limited additional investments of up to 
$50,000 per year in shares of common 
stock of the Company. Shares purchased 
under the Reinvestment Plan are autho- 
rized but unissued shares of common 
stock of the Company, and 27,124, 31,187 
and 28,024 shares were issued in 1998, 
1997 and 1996, respectively. Delta reserved 
200,000 shares under the Reinvestment 
Plan in December, 1994, and as of June 
30, 1998, there were 96,480 shares still 
available for issuance. 

(5) NSes Payable and l ine r .of-Credit 
Substantially all of the cash balances 

of Delta are maintained to compensate 
the respective banks for banking services 
and to obtain lines of credit; however, no 
specific amounts have been designated as 
compensating balances, and Delta has the 
right of withdrawal of such funds. At June 
30, 1998 and June 30, 1997, the available 
line of credit was $25,000,000 and 
$20,000,000, respectively, of which 
$1,875,000 and $10,865,000 had been 
borrowed at an interest rate of 6.885% 
and 6.785% for 1998 and 1997, respec- 
tively. The maximum amount borrowed 
during 1998 and 1997 was $20,160,000 
and $10,865,000, respectively. The inter- 
est on this line is, at the option of Delta, 

either at the daily prime rate or is based 
upon certificate of deposit rates. The 
current line of credit must be renewed 
during November, 1998. 

Short-term borrowings were repaid 
in March, 1998, with the net proceeds of 

approximately $24.1 million from the 
sale of $25,000,000 of debentures. The 
net proceeds were also used to redeem 
the Company’s 9% Debentures that 
would have matured in April, 2011. The 
redemption of this debt, the outstanding 

principal amount of which was $10,000,000, 
was completed in April, 1998. 

E o n g - T e r m  Debt 
In March, 1998, Delta issued 

$25,000,000 of 7.15% Debentures that 
mature in March, 2018. Redemption of 

up to $25,000 annually will be made on 
behalf of deceased holders within 60 
days of notice, subject to an annual 
aggregate $750,000 limitation. The 7.15% 
Debentures can be redeemed by the 
Company after April 1, 2003. Restrictions 
under the indenture agreement covering 
the 7.15% Debentures include, among 
other things, a restriction whereby divi- 
dend payments cannot be made unless 
consolidated shareholders’ equity of the 
Company exceeds $21,500,000. No 
retained earnings are restricted under 
the provisions of the indenture. 

In July, 1996, Delta issued $15,000,000 
of 8.3% Debentures that mature in July, 
2026. Redemption on behalf of deceased 
holders within 60 days of notice of up to 
$25,000 per holder will be made annually, 
subject to an annual aggregate limitation 
of $500,000. The 8.3% Debentures can 
be redeemed by the Company beginning 
in August, 2001 at a 5% premium, such 
premium declining ratably until it ceases 
in August, 2006. 

In October, 1993, Delta issued 
$15,000,000 of 6 5/8% Debentures that 
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mature in October, 2023. Each holder 
may require redemption 0 1  up to $25,000 
annually, subject to an annual aggregate 
limitation of $500,000. Such redemption 
will also be made on behalf of deceased 
holders within 60 days of notice, subject 

to the annual aggregate $500,000 limita- 
tion. The 6 5/8% Debentures can be 
redeemed by the Company beginning in 
October, 1998 at a 5% premium, such 
premium declining ratably until it ceases 

in October, 2003. The Company nray 
not assume any additional mortgage 
indebtedness in excess of $2 million 
without effectively securing the 6 5/8% 
Debentures equally to such additional 
indebtedness. 

Debt issuance expenses are dekrred 
and amortized over the terms 01 the  
related debt. Call premium in 1998 of 

$300,000 and loss on extinguishment of’ 

debt of $332,000 was deferred and is being 
amortized over the term of the related 
debt consistent with regulatory treatment. 

A non-interest bearing promissory 
note was issued by Delta in November, 
1995 in the amount 01 $1,800,000, and 

remaining installments are due in the 

amounts ol $700,000 in 2000 and 
$700,000 in 2002. The note was issued 
when Ilelta purchased leases and dcplet- 
ed gas wells to develop them for the 
underground storage of natural gas. The 
promissory note installments are secured 

hy escrow of 80,000 shares ol Ilelta’s 
common stock. These shares will be 
issued to the holder of the promissory 
note only in the evcnt ol delault in pay- 
ment by Delta. 

Other long-term debt requires princi- 
pal paymcnts ol $40,000 in 1999 at 
which time other long-term debt will be 
tully repaid. 

_-  - 

17) Fair Values of Financial 
1- -Instruments 

The fair value of the  Company’s 
debentures is estimated using discounted 
cash flow analysis. based on the Company’s 
current incremental borrowing rates for 

similar types of borrowing arrangements. 
The lair value of the Company’s deben- 
tures at June 30, 1998 and 1997 was 
estimated to be $54,387,000 and 
$37,723,000, respectively. The carrying 
amount in thc accompanying consolidated 

financial statements as of June 30, 1998 

a and 1997 is $53,170,000 and 
$38,505,000, respectively. 

‘the carrying amount of the Company’s 
other financial instruments including 
cash equivalents, accounts receivable, 
notes receivable, accounts payable and 
the non-interest bearing promissory notc 

approximate their lair value. 

i(8)Commitments and 
L Contingencies 

The Company has entered into indi- 
vidual eniploymcnt agreements with its 
live olticers. The agreuments expire or 
may be terminated at various times. 
Thc agreements provide for continuing 
monthly payments or  lump sum payments 
and continuation of certain benclits ovcr 
varying periods in the event employment 
is altercd or terminated lollowing ccrtain 
changes in ownership ol the Company. 

@l)TRates 
Kelerence is made to “Regulatory 

a Matters” heroin with respect to ratc 
matters. 

__ - - 

[(lO)_Quarterly Financial Data (Unaudited) 
r ,  I he  quarterly data reflects, in the opinion of management, all normal recurring djustments  necessary to present fairly 

the results for the interim periods. 

Basic and Diluted 
Operating Net Earnings (Loss) 

Operating Income Income per Common 
Quarter Ended Revenues (1,oss) (Loss) Share (a) 

Fiscal 1998 
September 30 
December 31 
March 31 
June 30 

$ 5,2 15,272 $ 
1 1,787,820 
18,305,458 
8,949,450 

Fiscal 1997 
September 30 
December 3 1 
March 31 
June 30 

$ 4,074,332 $ 
10,023,399 
I8,65 1,406 
9,420,048 

181,905 
1,726, I69 
3,442,234 
1,381,551 
l_l__ -- 

36,149 
1,090,5 1 3 
3,034,844 
1,154,076 

$ (813982) 
59 l,8 I2 

2,366,329 
xn, I I 3 

$ (.35) 
.25 

1.00 
. I4  

$ (734,296) 
198,153 

2,050,3 18 
2 10,090 

$ ( 3 3 )  
.09 
.88 
.09 

(a) Quarterly carnings per share may not equal annnal earnings per share due  to changes in shares outstanding. 
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Report of Independent Public Accountants 

To the Board of Directors and Shareholders of Delta Natural Gas Company, Inc.: 

We have audited the accompanying 

consolidated balance sheets and state- 

ments of capitalization of Delta Natural 

Gas Company, Inc. (a Kentucky corpo- 

ration) and subsidiary companies as of 

l u n e  30, 1998 and 1997, and the relat- 

ed consolidatcd statements ol' income, 

cash llows and changes in shareholders' 

equity lor each ol  the three years in the 

period endcd Junc 30, 1998. These 

financial statements arc the rcsponsibil- 

ity of the Company's management. Our 

responsibility i s  to express an opinion 

on these financial statements based on 

our audits. 

We conducted our audits in accor- 

dance with generally accepted auditing 

standards. Those standards require 

that we plan and perform the audit to 

obtain reasonable assurance about 

whether the financial statenionts are 

iree of material misstatement. An audit 

includes examining, on a test basis, evi- 

dence supporting the amounts and 
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disclosures in the financial statements. 

An audit also includes assessing the 

accounting principles used and signif'i- 

cant estimates made by management, as 

well as evaluating the overall financial 

statement presentation. We believe that 

our audits provide a reasonable basis 

ior our opinion. 

In our opinion, thc tinancial state- 

ments referred to above present fairly, 

in all material respects, thc financial 

position ol Delta Natural Cas Company, 

Inc. and subsidiary companies as of 

June 30, 1998 and 1997, and the results 

of their operations and their cash llows 

lor each of the three years i n  the period 

ended June 30, 1998, in conl'ormity 

with generally accepted accounting 

principles. 

Arthur Andersen LLP 

Louisville, Kentucky 

August 17, 1998 
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Management is responsible tor the 

preparation, presentation and integrity of 

the financial statements and other finan- 

cial information in this report. In  prepar- 

ing financial statements in conformity 

with generally accepted accounting prin- 

ciples, management is required to make 

estimates and assumptions that affect the 

reported amount or assets and liabilities 

and the disclosure ot contingent assets 

and liabilities at the date of the financial 

statements and revenues and expenses 

Consolidated Statistics 

during the reporting period. Actual 

results could ditter Irom these estimates. 

The Company maintains a system of 

accounting and internal controls which 

management believcs provides reasonable 

assurance that the accounting records are 

reliable for purposes of preparing Gnan- 

cia1 statements and that the assets are 

properly accounted for and protected. 

The Hoard of Directors pursues its 

ovcrsight role lor these financial state- 

ments through its Audit Committee which 

5 L J k R . m  
Glenn K. Jennings - 
President and 
Chief Executive Officer 

consists of three outside directors. The 

Audit Committee meets periodically with 

management to review the work and 

monitor the discharge of their responsi- 

hilities. The Audit Committee also meets 

periodically with the Company's internal 

auditor as well as Arthur Anderscn LLP, 
the independent auditors, who have full 

arid free access to the Audit Committee, 

with or without management present, to 

discuss internal accounting control, audit- 

ing and financial reporting matters. 

John F. Hall 
Vice President-Finance, 
Secretary and Treasurer 

1998 1997 I996 1995 
___l_.l_--__-.____.__l________l__l__l___ __I._______ For the Years Ended JuneAO, 

Retail Customers Served, End of Period 
Residential 31,596 3 1,380 29,840 29,OZY 27,939 
Commercial 4,753 4,76 1 4,453 4,287 4,242 
Industrial 70 74 75 72 76 

Total 36,419 36,215 34,368 33,388 32,257 

Residential sales 19,969 19,694 16,540 14,772 16,597 
Commercial sales 11,890 1 1,977 9,788 8,673 9,663 
Industrial sales 1,576 1,890 1,483 1,248 1,67 1 

On-system transportation 3,877 3,214 2,913 2,588 2,310 
Off-system transportation 483 382 418 461 623 

Other 128 108 1 37 143 228 

___l____.__l__ ---- 

Operating Revenues ($000) 

Subsidiary sales 6,335 4,904 5,297 3,959 3,755 

Total 44,258 42,169 36,576 3 1,844 34,847 

Residential sales 2,377 2,464 2,741 2,173 2,511 

- 
_____I __l_____.__l_._..-.-._I____ ~ ~ ~ ~ 

System Throughput (Million Cu. Ft.) 

Commercial sales 1,504 1,557 1,673 1,328 1,506 

Industrial sales 231 278 29 1 223 316 

On-system transportation 3,467 2,863 2,570 2,390 2,186 
Olf-system transportation 1,489 1,205 1,134 1,452 1,997 

Total 9,068 8,367 8,409 7,566 8,516 

Total retail sales 4112 4299 4,705 3,724 4,333 

Average Annual Consumption Per End of Period 
Residential Customer (Thousand Cu. Ft.) 75 79 92 75 90 

Lexington, Kentucky Degree Days 
Actual 
Percent of 30 year average (4,70 I )  

Average Kevenue Per Mcf Sold at Retail ($) 
Average Gas Cost Per Mcf Sold at  Retail ($) 

4,397 4,867 5,280 4,2 15 4,999 
93.5 103.5 112.3 89.7 106.3 
8.13 7.8 1 5.91 6.63 6.44 
4.60 4.62 2.8 1 3.37 3.34 



Officers 
Standing left to light: 
Johnny L. Caudill 
Vice President- 
Administration and 
Customer Service 

Board of Directors 
Standing left to right: 
Billy Joe Hall (a) 
Investment Broker 
LPL Financial Services 
(general brokerage services) 
Mount Sterling, Kentucky 

D 
Arthur E. Walker, Jr. (a)(c) 
President 
The Walker Company 
(general and highway construction) 
Mount Sterling, Kentucky 

Henry C. Thompson (b) 
President 
Triple Laud Co., Inc. 
(land development and 
real estate rental); 
Retired President 
Henry Thompson Construction Co., Inc. 
(land development and commercial real 
estate rental); both of Nicholasville, 
Kentucky 

Glenn R. Jennings (c) 
President and 
Chief Executive Oficer 

Donald R. Crowe (a) 
Retired Senior Analyst 
Department of  Insurance 
Commonwealth of Kentucky 
Lexington, Kentucky 

Virgil E. Scott (b) 
Retired Vice President- 
Administration 
Retired Director, Resources 
Delgasco, Deltran and Enpro 

Seated lejl to right: 
John D. Harrison (b) 
Retired President 
Power Line Construction Co. 
(utility construction contractor) 
Stanton, Kentucky 

Roger A. Byron 
Director Emeritus 

Harrison D. Peet (c) 
Chainnun of the Board 
Retired President 
and Chief Executive Oficer 

Jane Hylton Green (b) 
Retired Vice President- 
Human Resources and 
Corporate Secretary 

Robert C. Hazelrigg 
Vice President - 
Public and Consumer Affairs 

Alan L. Heath 
Vice President- 
Operations and Engineering 

Seated Zeft to right: 
John E Hall 
Vice President - 
Finance, Secretary und 
Treasurer 

Glenn R. Jennings 
President and 
Chief Executive Oficer 

(a) Member of Nominating and 
compensation Committee 

(b) Member of Audit Committee 

(c) Member of Executive Connnittee 



Corporate Information 

Shareholders‘ Inquiries 
Communications regarding stock transfer 
requirements, lost certificates, changes 
of address or other items may be directed 
to the Transfer Agent and Registrar. 
Communications regarding dividends, 
the above items or any other shareholder 
inquiries may be directed to: 
Investor Relations, Delta Natural Gas 
Company, Inc., 361 7 Lexington Road, 
Winchester, Kentucky 4039 1. 

Independent Public Accountants 
Arthur Andersen LLP 
2300 Meidinger Tower 
The Louisville Galleria 
Louisville, Kentucky 40202 

Disbursement Agent, Transfer Agent 
and Registrar for Common Shares 
Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 45202 

Trustee and Interest Paying Agents 
for Debentures 
6 5/8% due 2023 

Corporate Trust Bank One 
235 W. Schrock Rd. 
Westerville. Ohio 43081 

8.3% due 2026; 7.15% due 2018 

Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 45202 

Dividend Reinvestment and Stock 
Purchase Plan Administrator and Agent 
Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 45202 

1998 Annual Report 
This annual report and the financial 
statements contained herein are 
submitted to the shareholders of the 
Company for their general informa- 
tion and not in connection with any 
sale or offer to sell, or solicitation of 
any offer to buy, any securities. 

1998 Annual Meeting 
The annual meeting of shareholders 
of the Company will be held at the 
General Office of the Company in 
Winchester, Kentucky on November 
19, 1998, at 1O:OO a.m. Proxies for the 
annual meeting will be requested from 
shareholders when notice of meeting, 
proxy statement and form of proxy are 
mailed on or about October 12, 1998. 

SEC Form 10-K 
A copy of Delta’s most recent annual 
report on SEC Form 10-K is available, 
without charge, upon written request to 
John E Hall, Vice President -Finance, 
Secretary and Treasurer, Delta Natural 
Gas Company, Inc., 3617 Lexington 
Road, Winchester, Kentucky 40391. 

Dividend Reinvestment and Stock 
Purchase Plan 
This plan providcs sharcholders of rccord 
with a convenient way to acquire addi- 
tional shares of the Company’s common 
stock without paying brokerage fecs. 
Participants may reinvest their dividends 
and make optional cash payments to 
acquire additional shares. Fifth Third 
Rank administers the Plan and is the 
agcnt tor the participants. For more 
information, inquiries may he directed to 
Emily P. Bennett, Director- Corporate 
Services, Delta Natural Gas Company, 
Inc., 3617 Lexington Road, Winchester, 
Kentucky 40391. 
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of Delta’s system by industrial customers and others is a competitive concern that Delta has 
addressed and will continue to address as the need arises. 

Delta’s retail sales are seasonal and temperature-sensitive as the majority of the gas sold by 
Delta is used for heating. This seasonality impacts Delta’s liquidity position and its management of 
its working capital requirements during each twelve month period, and changes in- the average 
temperature during the winter months impacts its revenues year-to-year (see kkinagement’s . 
Discussion and Analysis of Financial Condition and Results of Operations). 

Retail gas sales in 1997 were approximately 4,299,000 thousand cubic feet (“Mcf’), 
generating approximately $33,561,000 in revenues, as compared to approximately 4,705,000 Mcf 
and approximately $27,811,000 in revenues for 1996. The increase in operating revenues for 
1997 was due primarily to increases in the cost of gas purchased that were reflected in rates billed 
to customers through Delta’s gas cost recovery clause. Heating degree days billed during 1997 
were approximately 103% of the thirty year average (“normal”) as compared with approximately 
112% in 1996. Principally as a result of this warmer weather, retail sales volumes decreased by 
approximately 406,000 Mcf, or 9%, in 1997 as compared to 1996. 

Delta’s transportation of natural gas in 1997 generated revenues of approximately 
$3,596,000 as compared with approximately $3,331,000 during 1996. Of the total from 
transportation in 1997, approximately $3,214,000 (2,863,000 Mcf) and $382,000 (1,205,000 
Mcf) were earned fiom transportation for on-system and off-system customers, respectively. Of 
the total fiom transportation in 1996, approximately $2,913,000 (2,570,000 Mcf) and $41 8,000 
(1,134,000 Mcf) were earned fi-om transportation for on-system and off-system customers, 
respectively. 

As an active participant in many areas of the natural gas industry, Delta plans to continue 
its efforts to expand its gas distribution system. Delta continues to consider acquisitions of other 
gas systems, some of which are contiguous to its existing service areas, as well as expansion 
within its existing service areas. During November, 1996, Delta acquired the City of North 
Middletown gas system in Bourbon County, consisting of approximately 180 primarily residential 
customers. During July, 1997, Delta purchased the gas system of Annville Gas & Transmission 
Corporation in Jackson County, which serves several industrial and residential customers. This 
system will be expanded during fiscal 1998 to provide gas service to customers in the City of 
Annville. 

The Company also anticipates continuing activity in gas production and transportation and 
plans to pursue and increase these activities wherever practicable. The Company will continue to 
consider the construction or acquisition of additional transmission, storage and gathering facilities 
to provide for increased transportation, enhanced supply and system flexibility. During June, 
1997, Delta acquired TranEx Corporation, which owns a 43 mile, 8 inch diameter steel pipeline 
that extends fiom Clay County to Madison County. Delta has been operating this pipeline for 
several years and plans to continue to utilize the pipeline to provide natural gas to its Canada 
Mountain storage field as well as for Delta’s system supply. 
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Some producers in Delta’s service area can access certain pipeline delivery systems other 
than Delta, which provides competition from others for transportation of such gas. Delta will 
continue its efforts to purchase or transport any natural gas available that is produced in 
reasonable proximity to its facilities. 

-. 

Delta receives its gas supply from a combination of interstate and Kentucky sburces. The 
Company intends to pursue an adequate gas supply to provide service to existiw-and fbture 
customers. Delta will continue to maintain an active gas supply management program that 
emphasizes long-term reliability and the pursuit of cost effective sources of gas for its customers. 

Delta’s interstate gas supply is transported and/or stored by Tennessee Gas Pipeline 
Company (“Tennessee”), Columbia Gas Transmission Corporation (“Columbia”), Columbia Gulf 
Transmission Company (“Columbia Gulf ’) and Texas Eastern Transmission Corporation (“Texas 
Eastern”). Delta acquires its interstate gas supply from gas marketers. Delta also acquires gas 
supply fiom Kentucky producers and suppliers. There is a competitive national market for natural 
gas supplies as supply and demand determine the availability and prices of natural gas. 

Delta’s transportation and storage contracts with Tennessee extend until 2000 and 
thereafter continue on a year-to-year basis until terminated by either party. Tennessee is obligated 
under the contracts to transport up to approximately 17,600 Mcf per day for Delta. Delta 
acquires its gas for transportation by Tennessee under a contract with a gas marketer. During 
1997, Delta purchased approximately 1,549,000 Mcf from the gas marketer under a contract 
which extends through April, 1999. 

Delta’s transportation and storage contracts with Columbia and Columbia Gulf extend 
until 2008 and thereafter continue on a year-to-year basis until terminated by one of the parties to 
the particular contract. Columbia and Columbia Gulf are obligated under the contracts to 
transport up to approximately 12,000 Mcf per day and approximately 4,000 Mcf per day, 
respectively, for Delta. Delta acquires its gas for transportation by Columbia and Columbia Gulf 
under contracts with a gas marketer. During 1997, Delta purchased a total of approximately 
794,000 Mcf from the gas marketer under contracts which extend through April, 2000. 

Delta has a contract with The Wiser Oil Company (“Wiser”) to purchase natural gas fiom 
Wiser through 1999. Delta and Wiser annually determine the daily deliverability from Wiser, and 
Wiser is committed to deliver that volume. Wiser currently is obligated to deliver 11,000 Mcf per 
day to Delta. This obligation changes to 9,900 Mcf per day effective November 1, 1997. Delta 
purchased approximately 1,941,000 Mcf from Wiser during 1997. 

Delta purchases gas under agreements with various other marketers and Kentucky 
producers, most of which are priced as short-term, or spot-market, purchases. The combined 
volumes of gas purchased from these sources during 1997 were approximately 198,000 McE 

Delta has contracts with its wholly-owned subsidiary, Enpro, Inc. (“Enpro”) to purchase 
all the natural gas produced from Enpro’s wells on certain leases in Bell, Knox and Whitley 
Counties, Kentucky. These agreements remain in force so long as gas is produced in commercial 
quaniTtes fiom the wells on the leases. Remaining proved, developed natural gas reserves are 
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estimated at approximately 4,400,000 Mcf Delta purchased a total of approximately 203,000 
Mcf from those properties during 1997. Enpro also produces oil from certain of these leases, but 
oil production has not been significant. -@ 

Delta’s wholly-owned subsidiaries, Delta Resources, Inc. (“Resources”) and Delgasco, 
Inc.-~‘Delgasco”), purchase gas from various marketers and Kentucky producers, most of which 
is priced as short-term, or spot-market, purchases. The gas is resold to industrial customers on 
Delta’s system, to Delta for system supply and to others. The combined voEmes of gas 
purchased by Resources and Delgasco fiom these sources during 1997 were approximately 
3,285,000 Mcf. Delta continues to seek additional new gas supplies from all available sources, 
including those in the proximity of its facilities in southeastern Kentucky. Also, Resources and 
Delgasco continue to pursue acquisitions of new gas supplies from Kentucky producers and 
others. 

Delta is completing the development of an underground natural gas storage field on 
Canada Mountain in Bell County, Kentucky, with an estimated eventual working capacity of 
4,000,000 McE This field is operational and was used to help meet Delta’s winter supply needs 
this past year. Delta plans to continue to develop the capability of this storage field, including 
completion of 14 miles of 12 inch diameter steel pipeline. The new pipeline, planned to be in 
operation by this fall, will enhance Delta’s ability to withdraw gas from the field and deliver it into 
Delta’s system. This storage capability should permit Delta to continue to purchase and store gas 
during the non-heating months, and then withdraw and sell the gas during the peak usage months 
as Delta did this past winter. 

Delta will continue to maintain an active gas supply management program that emphasizes 
long-term reliability and the pursuit of cost effective sources of gas for its customers. 

Regulatory Matters 

Delta is subject to the regulatory authority of the Public Service Commission of Kentucky 
(“PSC”) with respect to various aspects of Delta’s business, including rates and service to retail 
and transportation customers. 

On March 14, 1997, Delta filed a request for increased rates with the PSC. This general 
rate case (Case No. 97-066) requested an annual revenue increase of approximately $2,962,000, 
an increase of 7.7%. The test year for the case was December 31, 1996. The increased rates 
were requested to become effective on April 13, 1997. On April 3, 1997, the PSC issued an 
Order in the above case suspending the implementation of the proposed rates until September 12, 
1997, so that the PSC could investigate and determine the reasonableness of the proposed rates. 
A hearing has been scheduled for September 9, 1997, for the cross-examination of witnesses. 

On July 11, 1997, the PSC issued a staff report entitled “Natural Gas Unbundling in 
Kentuclq: Exploring the Next Step Toward Customer Choice”. This report represented the 
culmination of numerous discussions among the PSC and various parties, including Delta, 
regarding issues related to the potential unbundling, or separate pricing of supplyand service 0 
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components, of natural gas service in Kentucky, including residential and small commercial 
customer choice. The report also included observations on certain topics which need to be 
addressed and resolved if fkrther unbundling occurs in Kentucky, and it addressed some of the 
options available to the PSC. The PSC held a public meeting on August 22, 1997, on gas 
unbundling and customer choice for interested parties to provide fhrther input. Delta participated 
in that meeting and intends to be an active participant in future discussions. 

. .Fi- 

Delta’s rates include a Gas Cost Recovery (“GCR’) clause, which permits changes in 
Delta’s gas costs to be reflected in the rates charged to customers. The GCR requires Delta to 
make quarterly filings with the PSC, but such procedure does not require a general rate case. The 
PSC historically has allowed Delta to recover storage costs in rates through the GCR mechanism 
or general rate cases. 

In addition to PSC regulation, Delta may obtain non-exclusive franchises from the cities 
and communities in which it operates authorizing it to place its facilities in the streets and public 
grounds. However, no utility may obtain a franchise until it has obtained from the PSC a 
Certificate of Convenience and Necessity authorizing it to bid on the franchise. Delta holds 
franchises in four of the ten cities in which it maintains branch offices and in seven other 
communities it serves. In the other cities or communities, either Delta’s franchises have expired, 
the communities do not have governmental organizations authorized to grant franchises, or the 
local governments have not required, or do not want to offer, a franchise. Delta attempts to 
acquire or reacquire franchises whenever feasible. 

Without a franchise, a local government could require Delta to cease its occupation of the 
streets and public grounds or prohibit Delta from extending its facilities into any new area of that 
city or community. To date, the absence of a franchise has had no adverse effect on Delta’s 
operations. 

Capital Expenditures 

Capital expenditures during 1997 were approximately $16.6 million and for 1998 are 
estimated to be approximately $10.4 million. These include planned expenditures for 
development of underground natural gas storage, system extensions, computer system upgrades 
and the replacement and improvement of existing transmission, distribution, gathering and general 
facilities. 

Employees 

Delta employed a total of 18 1 full-time employees on June 30, 1997. Delta considers its 
relationship with its employees to be satisfactory. Delta’s employees are not represented by 
unions or subject to any collective bargaining agreements. 
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For the Years Ended June 30 ,  1997 1996 1995 1994 1993 

Average Revenue P e r  Mcf Sold 
a t  Retail  ($) ............. 7 . 8 1  5.91 6.63 6.44 6.07 

Average Gas Cost P e r  Mcf Sold 
a t  & t a i l  ($) ............. 4 . 6 2  2.81 3.37 3.34 2.90 

.ci- .. -. 

Item 2. Properties 

Delta owns its corporate headquarters in Winchester. In addition, Delta owns buildings 
used for branch operations in nine of the cities it serves and rents an office in one city. Also, 
Delta owns a building in Laurel County used for training as well as equipment and materials 
storage. 

The Company owns approximately 1,960 miles of natural gas gathering, transmission, 
distribution and service lines. These lines range in size up to eight inches in diameter. There are 
no significant encumbrances on these assets. 

Delta holds leases for the storage of natural gas under approximately 8,000 acres located 
on Canada Mountain in Bell County, Kentucky. This property is being developed for the 
underground storage of natural gas and when complete is estimated to have a working capacity of 
approximately 4,000,000 Mcf of gas. 

Delta owns the rights to any oil and gas underlying approximately 3,500 acres in Bell 
County. Portions of these properties are used by Delta for the storage of natural gas. The 
maximum capacity of the storage facilities is approximately 550,000 Mcf. These properties 
otherwise are currently non-producing, and Delta has not had reserve studies performed on the 
properties. 

0 

Enpro owns interests in certain oil and gas leases relating to approximately 11,000 acres 
located in Bell, Knox and Whitley Counties. There presently are 56 gas wells and 7 oil wells 
producing from these properties. Enpro’s remaining proved, developed natural gas reserves are 
estimated at approximately 4,400,000 Mcf. Oil production from the property has not been 
significant. Also, Enpro owns the oil and gas underlying approximately 11,500 additional acres 
in Bell, Clay and Knox Counties. These properties are currently non-producing, and Enpro has 
not had reserve studies performed on the properties. 

During 1994, Enpro entered into an agreement with a producer relating to approximately 
14,000 acres of Enpro’s undeveloped holdings. Under the terms of the agreement, the producer 
is conducting exploration activities on the acreage. Enpro reserved the option to participate in 
wells drilled. Enpro also retained certain working and royalty interests in any production from 
future wells. 

There are no significant encumbrances on the Company’s assets. 
- 
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Item 3. Legal Proceedings 

Delta and its subsidiaries are not parties to any legal proceedings which are expected to 
have a materially adverse impact on the financial condition or results of operations of the 
Company. 

-. 

.h- .. .. 
Item 4. Submission of Matters to a Vote of Security Holders 

No matter was submitted during the fourth quarter of 1997. 

PART I1 

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters 

Delta has paid cash dividends on its common stock each year since 1964. While it is the 
intention of the Board of Directors to continue to declare dividends on a quarterly basis, the 
frequency and amount of hture dividends will depend upon the Company’s earnings, financial 
requirements and other relevant factors, including limitations imposed by the indenture for the 
Debentures. There were 2,407 record holders of Delta’s common stock as of August 1 1997. 

Delta’s common stock is traded in the National Association of Securities Dealers 
Automated Quotation (“NASDAQ’) National Market System under the symbol DGAS. The 
accompanying table reflects the high and low sales prices during each quarter as reported by 
NASDAQ and the quarterly dividends declared per share. 

Quarter 

Fiscal 1997 

First 
Second 
Third 
Fourth 

Fiscal 1996 

First 
Second 
Third 
Fourth 

Range of Stock Prices($) Dividends 
Hiah Low Per Share($) 

18 314 15 112 
19 112 17 314 
19 1/2 17 
18 112 16 

17 114 15 314 
18 1/4 15 112 
18 16 
16 314 15 1/2 

.285 

.285 

.285 

.285 

.28 

.28 

.28 

.28 

- -_ _. 
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During July, 1996, Delta distributed 6,456 shares of its common stock to its employees 
under its Employee Stock Purchase Plan (see Note 3(c) of the Notes to Consolidated Financial 
Statements). Delta received cash consideration of $15.625 per share for one-half of those shares 
(3,228 shares), for a total cash consideration of approximately $50,400; one-half of the shares 
(3,228 shares) were provided to the employees without cash consideration as a part of Delta’s 
compensation and benefits for its employees. The securities were sold pursuant to the exemption 
from registration provided by Rule 147 under the Securities Act of 1933. This eGmption was 
relied upon in light of the facts that Delta is incorporated and doing business in Kentucky, and all 
eligible employees are residents of Kentucky. 

On July 5, 1997, Delta provided a total of 1,000 shares of its common stock to its 
directors (100 shares per director). Delta received no cash consideration for the shares, which 
were provided to its directors as a part of their compensation. This transaction may not involve a 
“sale” of securities under the Securities Act of 1933, and in any event, the securities were sold 
pursuant to the exemption from registration provided by Rule 147 under the Securities Act of 
1933. This exemption was relied upon in light of the facts that Delta is incorporated and doing 
business in Kentucky, and all directors are residents of Kentucky. 

No underwriters were engaged in connections with any of the foregoing transactions, and 
thus no underwriter discounts or commissions were paid in connection with any of the foregoing. 

9 



Item 6. Selected Consolidated Financial Information 

1995 - For the Years Ended June 30, 1997 - 1996 (a) 1994 (b) 1993 - 

~ u m a r a r y  of Operations ($) 

Operat ing 
r e v e n ~ e s  ............ 36,576,055 31,844,339 34 , 846,941 31,221,410 42,169,185 

Cpe ra t i n g  
income ............... 

. s.. 

4,850,673 5,437,055 

2,661,349 

4,255,088 

1,917,735 

4,791,816 

2,620,664 

5 , 315 , 582 

1 , 724 , 265 N e t  income ........... 2,671,001 

Earnings p e r  
common s h a r e  ......... .75 1.41 1.04 1.50 1.60 

Dividends 
dec la red  p e r  
common s h a r e  ......... 1.14 1.12 1.12 1.11 1.09 

Average Number of 
Comaron Shares 
Outstanding ............. 1,886,629 

81,140,637 

1,850,986 

65,948,716 

1,775,068 

61,932,480 

1,635,945 

55,129,912 

2,294,134 

96,681,165 Total Assets ($ ) .  ........ * Capitalization ($) ....... 
Coxninon share-  
ho lde r s '  e q u i t y  ...... 23,628,323 

24,488,916 

22,511,513 22,164,791 

24 , 500,000 

17,501,045 

19,596,401 

29,474,569 

38,107,860 Long-term deb t  ....... 23,702,200 

Notes payable  re- 
f inanced subsequent 
t o  yearend 18,075,000 

66,192,239 

1,084,800 

Tota l  
c a p i t a l i z a t i o n  ....... 46,213,713 37,097,446 

7,729,000 

46,664.791 

3,205,000 

67,582,429 

12,852,600 
Short-Term 
Debt (9) (c). ......... 6,732,700 
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1997 1996 (a) 1995 1994 (b) 1993 - For the Years Ended June 30 ,  - 

e x p e n d i t u r e s  ......... 16,648,994 13,313 , 416 8,122,838 7,374,147 6,289,508 

T o t a I ' p l a n t  .......... 116,829,158 98,795,623 84,944,969 77,882,435 71,187,860 

.. _. *- 
During J u l y ,  1996, $15,000,000 of d e b e n t u r e s  and 400,000 s h a r e s  o f  common s t o c k  
w e r e  s o l d ,  and t h e  p roceeds  were used t o  repay s h o r t - t e r m  d e b t  and f o r  g e n e r a l  
c o r p o r a t e  p u r p o s e s .  The b a l a n c e  o f  t h e  n o t e  payab le  a t  June 30, 1996 ($18,075,000) 
is i n c l u d e d  i n  t o t a l  c a p i t a l i z a t i o n  as a r e s u l t  of t h e  subsequen t  r e f i n a n c i n g .  
During October ,  1993, $15,000,000 o f  d e b e n t u r e s  and 170,000 s h a r e s  of common 
s t o c k  were s o l d ,  and t h e  p roceeds  were used t o  repay s h o r t - t e r m  d e b t  and t o  
r e f i n a n c e  c e r t a i n  long-term d e b t .  
I n c l u d e s  c u r r e n t  p o r t i o n  of  long-term d e b t .  
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Item 7. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Liquidity -. and Capital Resources 

The Company’s utility operations are subject to regulation by the PSC, which approves 
rates that are intended to permit a specified rate of return on investment. The Cbmpany’s rate 
tariffs allow the cost of gas to be passed through to customers (see Regulatory Matters). 

- 

Delta’s business is temperature-sensitive. Accordingly, the Company’s operating results in 
any given period reflect, in addition to other factors, the impact of weather, with colder 
temperatures resulting in increased sales. The Company anticipates that this sensitivity to seasonal 
and weather conditions will continue to be so reflected in the Company’s operating results in fbture 
periods. 

Because of the seasonal nature of Delta’s sales, the smallest proportion of cash generated 
fiom operations is received during the warmer months when sales volumes decrease considerably. 
Additionally, most construction activity takes place during the non-heating season because of more 
favorable weather conditions. Therefore, during the warmer, non-heating months, cash needs for 
operations and construction are partially met through short-term borrowings. 

Capital expenditures for Delta for fiscal 1998 are expected to be approximately $10.4 
million. Delta generates internally only a portion of the cash necessary for its capital expenditure 
requirements and finances the balance of its capital expenditures on an interim basis through the use 
of its borrowing capability under its short-term line of credit. The current available line of credit is 
$20,000,000, of which approximately $10.9 million was borrowed at June 30, 1997. The line of 
credit, which is with Bank One, Kentucky, NA, expires during November, 1997. These short-term 
borrowings are periodically repaid with the net proceeds from the sale of long-term debt and equity 
securities, as was done in July, 1996, when the net proceeds of approximately $20,400,000 from 
the sale of $15,000,000 of debentures and 400,000 shares of common stock were used to repay 
short-term notes payable and for working capital. 

The primary cash flows during the last three years are summarized below: 

Provided by operating activities $ 6,209,226 $ 3,094,809 $ 6,943,183 
Used in investing activities 

Provided by financing activities 
(16,648,994) (13,373,416) (8 ,122,838)  

10,294,461 1 0 I 7 6 8 I 5 5 8 1,158,887 

Net increase (decrease) in cash 
and cash equivalents $ 328,790 $ 15,854 $ (20 ,768)  



Cash provided by operating activities consists of net income and noncash items including 
depreciation, depletion, amortization and deferred income taxes. Additionally, changes in working 
capital are also included in cash provided by operating activities. The Company expects that 
internally generated cash, coupled with seasonal short-term borrowings, will continue to be 
sufficient to satisq its operating and capital expenditure requirements. 

e%. ._ 

Results of Operations I 

Operating Revenues The increase in operating revenues for 1997 of approximately $5,593,000 
was due primarily to increases in the cost of gas purchased that were reflected in rates billed to 
customers through Delta’s gas cost recovery clause. This was partially offset by a decrease in retail 
sales volumes of approximately 406,000 Mcf as a result of the warmer winter weather in 1997. 
Billed degree days were approximately 103% of normal degree days for 1997 as compared with 
approximately 1 12% for 1996. In addition, on-system transportation volumes for 1997 increased 
approximately 293,000 Mcf, or 1 1.4%. 

The increase in operating revenues for 1996 of approximately $4,732,000 was due primarily to 
an increase in retail sales volumes of approximately 980,000 Mcf as a result of the colder winter weather 
in 1996. Billed degree days were approximately 112% of normal for 1996 as compared with 
approximately 89% for 1995. In addition, on-system transportation volumes for 1996 increased 
approximately 180,000 Mcf, or 8%. These increases were partially offset by decreases in the cost of gas 
purchased that were reflected in rates billed to customers through Delta’s gas cost recovery clause and 
by a decrease in off-system transportation volumes of approximately 318,000 Mcf, or 22%, due 
primarily to reduced deliveries fiom local producers. 

, 

Operating Expenses The increase in purchased gas expense for 1997 of approximately 
$5,875,000 was due primarily to increases in the cost of gas purchased for retail sales. The 
increase was partially offset by the decreased gas purchases for retail sales resulting from the 
warmer winter weather in 1997. 

The increase in purchased gas expense of approximately $1,893,000 for 1996 was due 
primarily to the increased gas purchases for retail sales resulting from the colder winter weather 
during 1996. The increase was partially offset by decreases in the cost of gas purchased for retail 
sales. 

The increase in operation and maintenance expenses during 1996 of approximately 
$640,000 was due primarily to increases in payroll and related benefit costs. 

The increases in depreciation expense during 1997 and 1996 of approximately $424,000 
and $327,000, respectively, were due primarily to additional depreciable plant. 
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The increase in taxes other than income taxes during 1996 of approximately $173,000 was 
primarily due to increased property taxes which resulted fiom increased plant and property 
valuations, and to increased payroll taxes, which resulted from increased wages. 

--- Changes in income taxes during 1997 and 1996 of approximately $595,00O_and $5 17,000, 
respectively, were primarily due to changes in net income. 

Interest Charges The increases in interest on long-term debt and amortization of debt expense 
during 1997 of approximately $1,146,000 and $27,000, respectively, were due primarily to the 
issuance of $15 million of 8.3% Debentures during July, 1996. The decrease in other interest 
charges during 1997 of approximately $348,000 was due primarily to decreased average short- 
term borrowings as short-term debt was repaid with the net proceeds from the sale of long-term 
debt and equity securities during July, 1996. 

*- .- .. 

The increase in other interest charges during 1996 of approximately $448,000 was due 
primarily to increased average short-term borrowings and increased average interest rates. 

Earnings Per Common Share For the year ended June 30, 1997, earnings per common 
share were diluted by the increased average common shares outstanding that resulted from the 
additional 400,000 shares of common stock issued in July, 1996, as well as the common shares 
issued under Delta’s dividend reinvestment plan and shares issued to employees during the 1997 
periods. 
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Item 8. Financial Statements and Suppl mentary Data 

INDEX TO CONSOLIDATED FINANCIAL, STATEMENTS AND SCHEDULE PAGE 

Management’s Statement of Responsibility for Financial Reporting and Accounting 

Report of Independent Public Accountants 

. 

- *.. 

Consolidated Statements of Income for the years ended June 30, 1997, 1996 and 1995 

Consolidated Statements of Cash Flows for the years ended June 30, 1997, 
1996 and 1995 

Consolidated Balance Sheets as of June 30, 1997 and 1996 

Consolidated Statements of Changes in Shareholders’ Equity for the years 
ended June 30, 1997, 1996 and 1995 

Consolidated Statements of Capitalization as of June 30, 1997 and 1996 

Notes to Consolidated Financial Statements 

Schedule I1 - Valuation and Qualifjling Accounts for the years ended June 30, 
1997, 1996 and 1995 

22 

23 

24 

25 

27 

29 

30 

3 1  

39 

Schedules other than those listed above are omitted because they are not required, not applicable or 
the required information is shown in the financial statements or notes thereto. 

Item 9. Changes in and Disagreements with Accountants on Accounting and 
Financial Disclosure 

None. 

PART III 

Item 10. Directors and Executive Ofiicers of the Registrant 

Item 11. Executive Compensation 

Item-K2. .. Security Ownership of Certain Beneficial Owners and Management - 
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'0 Item 13. Certain Relationships and Related Transactions 

Registrant intends to file a definitive proxy statement with the Commission pursuant to 
Regulation 14A (17 CFR 240.14a) not later than 120 days after the close of the fiscal year. In 
accordance with General Instruction G(3) to Form 10-K, the information called for'by Items 10, 
11, 12 and 13 is incorporated herein by reference to the definitive proxy stateme*:' Neither the 
report on Executive Compensation nor the performance graph included in the Company's definitive 
proxy statement shall be deemed incorporated herein by reference. 
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PART IV 

Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K 

(a) 
-. 

- Financial Statements, Schedules and Exhibits 
.Fi- .. - 

(1) - Financial Statements 
See Index at Item 8 

(2) - Financial Statement Schedules 
See Index at Item 8 

(3) - Exhibits 

Exhibit No. 

3(a) - Delta’s Amended and Restated Articles of Incorporation 
are incorporated herein by reference to Exhibit 3(a) to 
Delta’s Form 10-0 for the period ended March 3 1, 1990. 

3(b) - Delta’s By-Laws as amended August 21, 1996 are incorporated 
herein by reference to Exhibit 3(b) to Delta’s Form 10-K for 
the period ended June 30, 1996. 

4(a) - The Indenture dated April 1, 1991 in respect of 9% 
Debentures due April 30, 201 1, is incorporated herein by 
reference to Exhibit 4(e) to Delta’s Form S-2 dated April 23, 
1991. 

4(b) - The Indenture dated September 1, 1993 in respect of 
6 98% Debentures due October 1,2023, is incorporated 
herein by reference to Exhibit 4(e) to Delta’s Form S-2 
dated September 2, 1993. 

4(c) - The Indenture dated July 1, 1996 in respect of 8.3% 
Debentures due August 1, 2026, is incorporated 
herein by reference to Exhibit 4(c) to Delta’s Form S-2 dated 
June 2 1, 1996. 

lO(a) - Certain of Delta’s material natural gas supply contracts are 
incorporated herein by reference to Exhibit 10 to Delta’s 
Form 10 for the year ended June 30, 1978 and by reference 
to Exhibits C and D to Delta’s Form 10-K for the year ended 
June 30, 1980. - ->_ 
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10(b) - Gas Purchase Contract between Delta and Wiser is incorporated 
herein by reference to Exhibit 2(C) to Delta’s Form 8-K dated 
February 9, 198 1. 

1O(c) - Assignment to Delta by Wiser of its Columbia Service Agreement, 
including a copy of said Service Agreement, is incorporated herein 
by reference to Exhibit 2@) to Delta’s Form 8;K d a w  
February 9, 198 1. 

10(d) - Contract between Tennessee and Delta for the sale of gas by 
Tennessee to Delta (amends earlier contract for Nicholasville and 
Wilmore Service Areas) is incorporated herein by reference to 
Exhibit 10(d) to Delta’s Form 10-Q for the period ended 
September 30, 1990. 

lO(e) - Contract between Tennessee and Delta for the sale of gas by 
Tennessee to Delta (amends earlier contract for Jeffersonville 
Service Area) is incorporated herein by reference to Exhibit lO(e) 
to Delta’s Form 10-Q for the period ended September 30, 1990. 

lO(f) - Contract between Tennessee and Delta for the sale of gas by 
Tennessee to Delta (amends earlier contract for Salt Lick Service 
Area) is incorporated herein by reference to Exhibit 1 O ( f )  to 
Delta’s Form 10-Q for the period ended September 30, 1990. 

1O(g) - Contract between Tennessee and Delta for the sale of gas by 
Tennessee to Delta (amends earlier contract for Berea Service 
Area) is incorporated herein by reference to Exhibit 1O(g) 
to Delta’s Form 10-Q for the period ended September 30, 1990. 

10(h) - Service Agreements between Columbia and Delta for the sale 
of gas by Columbia to Delta (amends earlier service agreements 
for Cumberland, Stanton and Owingsville service areas) are 
incorporated herein by reference to Exhibit 10(h) to Delta’s Form 
10-Q for the period ended September 30, 1990. 

1O(i) - Amendment to Gas Purchase Contract between Delta and Wiser is 
incorporated herein by reference to Exhibit 1O(c) to Delta’s Form 
10-Q for the period ended December 3 1, 1988. 

lO(i) - Second amendment to Gas Purchase Contract between Delta and 
Wiser is incorporated herein by reference to Exhibit 106) to 
Delta’s Form 10-K for the period ended June 30, 1994. 

10(k) - Employment agreement between Delta and Alan L. Heath, an 
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officer, is incorporated herein by reference to Exhibit 10(k) to 
Delta’s Form 10-Q for the period ended December 3 1, 1985. 

lO(1) - Employment agreements between Delta and two officers, those 
being John F. Hall and Robert C. Hazelrigg, are incorporated 
herein by reference to Exhibit lO(m) to Delta’s Form 10-Q for the 
period ended December 3 1, 1988. .. *- 

lO(m) - Employment agreement dated May 3 1, 1995 between Delta and 
Glenn R. Jennings, an officer, is incorporated herein by reference 
to Exhibit lO(m) to Delta’s Form 10-K for the period ended 
June 3 0, 1995. 

lO(n) - Employment agreement dated June 19, 1995 between Delta and 
Johnny L. Caudill, an officer, is incorporated herein by reference 
to Exhibit lO(n) to Delta’s Form 10K for the period ended 
June 30, 1995. 

12 - Computation of the Consolidated Ratio of Earnings to Fixed 
Charges. 

2 1 - Subsidiaries of the Registrant. 

23 - Consent of Independent Public Accountants. 

(b) Reports on 8-K. 

On April 8, 1997, the Registrant filed a report on Form 8-K disclosing a filing with the 
Kentucky Public Service Commission (PSC) of a general rate case on March 14, 1997 and a 
subsequent Order from the PSC on April 3, 1997 suspending the implementation of the proposed 
rates until September 12, 1997. The requested rates would generate approximately $2,962,000 of 
additional annual revenues to Delta. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on the 1 1 th day of September, 1997. 

. .F*- 

DELTA NATURAL GAS COMPANY, INC. 

By /s/Glenn R. Jennings 
Glenn R. Jennings, President 
and Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the dates 
indicated. 

(i) Principal Executive Officer: 

Is/ Glenn R. Jenninas President, Chief Executive September 11,  1997 
(Glenn R. Jennings) Officer and Director 

(ii) Principal Financial Officer and Principal Accounting Oficer: 

/s/ John F. Hall 
(John F. Hall) 

Vice President - Finance, 
Secretary and Treasurer 

September 1 1 ,  1997 

(iii) A Majority of the Board of Directors: 

/s/ H. D. Peet 
(H. D. Peet) 

Chairman of the Board September 1 1, 1997 

/s/ Donald R. Crowe Director 
(Donald R. Crowe) 

/s/ Jane Hvlton Green Director 
(Jane Hylton Green) 

September 11, 1997 

September 1 1, 1997 



. @ Is/ Billy Joe Hall Director 
(Billy Joe Hall) 

Is/ John D. Harrison Director 
(John D. Harrison) 

Is/ Virgil E. Scott Director 
(Virgil E. Scott) 

Is/ Henrv C. Thompson Director 
(Henry C. Thompson) 

Is/ Arthur E. Walker. Jr. 
(Arthur E. Walker, Jr.) 

Director 

September 11, 1997 

September 1 1, 1997 
#&.. 

September 11, 1997 

September 11, 1997 

September 11, 1997 
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Management's Statement of Responsibility for Financial Reporting and Accounting 

Management is responsible for the preparation, presentation and integrity of the financial 

statements and other financial information in this report. In preparing financial statements in 

conformity with generally accepted accounting principles, management is reqwired to make 

estimates and assumptions that affect the reported amount of assets and liabilities and the disclosure 

of contingent assets and liabilities at the date of the financial statements and revenues and expenses 

during the reporting period. Actual results could differ from these estimates. 

The Company maintains a system of accounting and internal controls which management 

believes provides reasonable assurance that the accounting records are reliable for purposes of 

preparing financial statements and that the assets are properly accounted for and protected. 

The Board of Directors pursues its oversight role for these financial statements through its 

Audit Committee which consists of three outside directors. The Audit Committee meets 

periodically with management to review the work and monitor the discharge of their 

responsibilities. The Audit Committee also meets periodically with the Company's internal auditor 

as well as Arthur Andersen LLP, the independent auditors, who have full and free access to the 

Audit Committee, with or without management present, to discuss internal accounting control, 

auditing and financial reporting matters. 

Glenn R. Jenning 
President & Chief Executive Of€icer 
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Report of Independent Public Accountants 

To the Board of Directors and Shareholders of Delta Natural Gas Company, Inc.: 

We have audited the accompanying consolidated balance sheets and statements of 
capitalization of DELTA NATURAL GAS CORPANY, MC. (a Kentucky --copration) and 
subsidiary companies as of June 30, 1997 and 1996, and the related consolidated statements of 
income, cash flows and changes in shareholders’ equity for each of the three years in the period 
ended June 30, 1997. These financial statements and the schedule referred to below are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements and schedule based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Delta Natural Gas Company, Inc. and subsidiary companies as 
of June 30, 1997 and 1996, and the results of their operations and their cash flows for each of the 
three years in the period ended June 30, 1997, in conformity with generally accepted accounting 
principles. 

Our audit was made for the purpose of forming an opinion on the basic financial 
statements taken as a whole. The schedule listed in the Index to Consolidated Financial 
Statements and Schedule is presented for purposes of complying with the Securities and 
Exchange Commission rules and is not part of the basic financial statements. This schedule has 
been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, fairly states in all material respects the financial data required to be set forth 
therein in relation to the basic financial statements taken as a whole. 

Arthur Andersen LLP 

Louisville, Kentucky 

August 15, 1997 
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D e l t a  N a t u r a l  G a s  Company, Inc. and Subsidiary C o m p a n i e s  

Consolidated Statements of Income 

l 

I For the Years Ended June 30, 1997 1996 1995 

Operating Revenues ............ $ 42,169,185 $36,576,055 $31,844,339 

*- Operating Expenses .. 

Purchased gas .............. $ 23,265,222 $17,389,755 $15,497,156 

(Note 1) ................. 8 , 631 , 635 8,642,511 8,002,797 
Operation and maintenance 

Depreciation and depletion 
(Note 1) ................. 2 , 935,257 2,510,952 2,183,558 

Taxes other than income 
taxes .................... 1 , 056 , 689 1,036,282 863,340 

Income taxes (Note 2 )  . . . . . .  964 , 800 1,559,500 1,042,400 

Total operating expenses. $ 36,853,603 $31,139,000 $27,589,251 

Operating Income .............. $ 5,315,582 $ 5,437,055 $ 4,255,088 

Other Income and Deductions, N e t  40 , 874 32,503 50,582 

Income Before Interest Charges. $ 5,356,456 $ 5,469,558 $ 4,305,670 

Interest Charges 

e 
Interest on long-term debt.. $ 2,997,393 $ 1,851,768 $ 1,879,442 

Other interest ............. 519 , 432 867,641 419,693 I 
Amortization of debt expense 115,366 88,800 88,800 

Total interest charges .. $ 3,632,191 $ 2,808,209 $ 2,387,935 

N e t  Income 1,724,265 $ 2,661,349 $ 1,917,735 

Weighted Average Number of 
Coaamon Shares Outstanding ... 2,294 , 134 1,886,629 1,850,986 

Earnings P e r  Common Share ..... $ .75 $ 1 . 4 1  $ 1 .04 

Dividends Declared P e r  Common 
Share ....................... $ 1.14 $ 1 .12  $ 1.12 

I 
The accompanying notes to consolidated financial statements are an 
inte-xral part of these statements. - 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of Cash Flows 

For the Years Ended June 30, 1997 1996 1995 -. 

Cash Flows From Operating Activities 
*. Net income ...................... $ 1,724,265 .$ 2,661,349 .$ 1,917,735 

Adjustments to reconcile net 
income to net cash from 
operating activities : 

Depreciation, depletion and 

Eeferred income taxes and 

Other - net 666 , 798 

amortization ............... 3,049 , 229 2,663,475 2,272,358 

investment tax credits . . . . .  485 , 400 1,762,500 (77,000) 
. . . . . . . . . . . . . . . . . .  4 8 4  , 4 1 4  602,180 

(Increase) decrease in assets: 
Accounts receivable . . . . . . . . . .  (318 , 178) (860,255) (118,237) 

. . . . . . . . . . . . . . .  Gas in storage (782 , 007) 63,546 (138,138) 
Advance (deferred) recovery 

Materials and supplies (120,969) (124,697) 173,319 
of gas cost ................ 495 , 751 (3,788,143) 2,583,128 

Prepayments .................. (346 , 532) 53,702 (105,903) 
Other assets ................. (541 , 669) (31,723) (71,087) 

. . . . . . .  

Increase (decrease) in 
liabilities: 

............. (178 , 609) 

Accrued taxes ................ 1 , 038 , 761 (270,394) (72,210) 

Accounts payable (439 , 721) 871,207 
Refunds due customers 

Other current liabilities 
Advances for construction and 

........ 554 , 520 (456,283) 83,572 

744 , 054 56,951 69,742 .... 

...................... 9,100 2,333 other (476) 

Net cash provided by 
operating activities .... $ 6,209,226 $ 3,094,809 $ 6,943,183 

Cash Flows From Investing Activities 
Capital expenditures ............ $(16,648,994) $(13,373,416) $(8,122,838) 

Net cash used in investing 
activities ............... $ (16,648 . 994) $ (13,373,416) $ (8,122,838) 

The accompanying notes to consolidated financial statements are an 
integral part of these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statenrents of Cash Flows 

For the Years Ended June 30, -. 

Cash Flows From Financing 
Activities (Note 6) 
Dividends on common stock ....... 
Issuance of common stock, net.... 
Issuance of debentures, net..... . 
Repayment of long-term debt ..... 
Issuance of notes payable ........ 
Repayment of notes payable ....... 

Net cash provided by 
financing activities 

Net Increase (Decrease) in Cash and 
Cash Equivalents ................... 
Cash and Cash Equivalents, 
Beginning of Year .................. 

Cash and Cash Equivalents, 
End of Year ........................ 

Supplemental Disclosures of Cash 
Flow Information 

Cash paid during the year for: 
Interest 
Income taxes (net of refunds) 

(continued) 

1997 19 

$ (2,651,073) $ (2,113,414) 
6 , 773 , 054 568,875 

14,334,833 - 
(478,256) (561,000 

30,975,000 25,955,000 
(38,185,000) (13,555,000 

1995 

*- 

$ 10,768,558 $ 10,294,461 

$ 328,790 $ 15,854 

151 , 633 135,779 

s 480,423 $ 151,633 

$ 3,019,881 $ 2,491,091 
$ (432,163) $ 193,560 

$ (2,073,374) 
502 , 3 6 1  

(240,100 

- 

19,495,000 
(16,525,000 

$ 1,158,887 

$ (20 ,768)  

156,547 

$ 135,779 

$ 2,253,472 
$ 1,264,942 

The accompanying notes to consolidated financial statements are an integral 
part of these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Balance Sheets 

As -. of June 30, 1997 1996 

Assets 
... 

Gas Utility Plant, at cost . . . . . . . . . . . . . . .  $116,829,158 $ 9c”795,623 
Less - Accumulated provision for 
depreciation ......................... (31,734,976) (26,149,774) 

Net gas plant $ 85,094,182 $ 12,045,849 

Current Assets 
Cash and cash equivalents . . . . . . . . . . . . .  $ 480,423 $ 151,633 
Accounts receivable, less accumulated 
provisions for doubtful accounts of 
$113,945 and $105,756 in 1997 and 
1996, respectively 2 , 414,632 2,096,454 

Gas in storage, at average cost ....... 1,209,171 427,164 
. . . . . . . . . . .  2,616,357 Deferred gas costs (Note 1) 2,180 , 606 

Materials and supplies, at first-in, 
773 , 108 652,139 

Prepayments 716 , 076 

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

...................... first-out cost 
........................... 369,544 

Total current assets $ 7,774,016 $ 6,373,291 

Other Assets 
Cash surrender value of officers‘ life 

Note receivable from officer 
Unamortized debt expense and other 

insurance (face amount of $1,036,009). $ 321,339 $ 304,339 
. . . . . . . . . . .  126,000 134 , 000 

(Note 6 )  3,357,628 2,291,158 ............................. 

Total other assets $ 3,812,967 $ 2,721,497 

Total assets $ 96,681,165 $ 81,140,637 

The accompanying notes to consolidated financial statements are an integral 
part of these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Balance Sheets (continued) 

As .- . of June 30,  1997 1996 

... 'CI. 
Liabi l i t ies  and Shareholders' Equity 

Capitalization (See  Consolidated Statements 
of Capitalization) 

Common shareholders' equity .......... $29,474,569 $23,628,323 
Long-term debt (Notes 6 and 7) ........ 38,107,860 24,488,916 
Notes payable refinanced subsequent to 
yearend (Note 5) .................... - 18,075,000 
Total capitalization .............. $67,582,429 $66,192,239 

Current L i a b i l i t i e s  
Notes payable (Note 5) . . . . . . . . . . . . . . .  
Current portion of long-term 
debt (Notes 6 and 7) . . . . . . . . . . . . . . . .  

Accounts payable ..................... 
Accrued taxes . . . . . . . . . . . . . . . . . . . . . . . .  
Refunds due customers . . . . . . . . . . . . . . . .  
Customers' deposits .................. 
Accrued interest on debt . . . . . . . . . . . . .  
Accrued vacation ..................... 
Other accrued liabilities . . . . . . . . . . . .  

Total current liabilities 

$10,865,000 

1,987 , 600 
2 , 386 , 717 
1 , 132 , 315 
577 , 874 
368 , 561 

1,033,220 
516 , 032 
492 , 501 

1,084,800 
2,826,438 

93,554 
23,354 
304,246 
637,596 
485,847 
238,571 

$19,359,820 $ 5,694,406 

Deferred C r e d i t s  and Other 
Deferred income taxes . . . . . . . . . . . . . . . .  $ 7,921,100 $ 7,318,500 
Investment tax credits ............... 708 , 400 779,400 
Regulatory liability (Note 2) ........ 892 , 100 938,300 
Advances for construction and other . .  217 , 316 217,792 

Total deferred credits and other $ 9,738,916 $ 9,253,992 

Commitments and Contingencies (Note 8) .. 

Total liabilities and 
shareholders' equity ............ $96,681,165 SSl, 140,637 

The accompanying notes to consolidated financial statements are an 
integral part of these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of Changes in 
Shareholders' Equity 

-. 

For the Years Ended June 30, 1997 1996 1995 
.. *- 

Common Shares 
Balance, beginning of year . . . . . . . . . . . .  $ 1,903,580 $ 1,868,734 $ 1,839,340 
$1.00 par value of 438,643, 
34,846 and 29,394 
shares issued in 1997, 
1996 and 1995, respectively - 
Public issuance of common shares .. 400,000 - - 
Dividend reinvestment and stock 

Employee stock purchase plan and 
purchase plan 31 , 187 28,024 25,802 ................... 

other ........................... 7 , 456 6,822 3,592 

Balance, end of year .................. $ 2,342,223 $ 1,903,580 $ 1,868,734 I 
Premium on Common Shares 

Balance, beginning of year ............ $ 20,572,132 $20,022,643 $19,532,909 
Premium on issuance of common shares- 
Public issuance of common shares .. 6 , 000,000 - 

I 

I 

I 
i 

Dividend reinvestment and stock 

Employee stock purchase plan and 
purchase plan ................... 519 , 478 440,621 425,357 

other ........................... 111,701 108,868 64,377 

Balance, end of year .................. $ 27,203,311 $20,572 , 132 $20,022,643 

Capital Stock Expense 
Balance, beginning of year ............ $ (1,620,252) $(1,604,792) $(1,588,025) 

Balance, end of year .................. $ (1,917,020) $ (1,620,252) $ (1,604,792) 
Issuance of common shares (296,768) (15,460) (16,767) 

Retained Earnings 
Balance, beginning of year ............ $ 2,772,863 $ 2,224,928 $ 2,380,567 
Net income .......................... 1,724,265 2,661,349 .1,917,735 
Cash dividends declared on common 
shares - (See Consolidated 
Statements of Income for rates) ... (2,651,073) (2,113,414) (2,073,374) 

Balance, end of year .................. 1,846,055 $ 2,772,863 $ 2,224,928 

The accompanying notes to consolidated financial statements are an integ-1 part of 
these statements. 
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Delta Natural Gas Company, Inc. and Subsidiary Companies 

Consolidated Statements of Capitalization 

As of -. June 30, 

Common Shareholders' Equity 
Common shares, par value $1.00 per share 

(Notes 3 and 4 )  
Authorized - 6,000,000 shares 
Issued and outstanding - 

2,342,223 and 1,903,580 shares in 
1997 and 1996, respectively . . . . . . . . . . .  

Premium on common shares .................. 
Capital stock expense ..................... 
Retained earnings (Note 6 )  ................ 

Total common shareholders' equity . . . . . .  

Long-Term Debt (Notes 6 and 7) 
Debentures, 8 . 3 % ,  due 2026 . . . . . . . . . . . . . . . .  
Debentures, 6 5/8%, due 2023 . ............. 
Debentures, 98, due 2011 ................... 
Promissory note from acquisition of under- 
ground storage, non-interest bearing, 
due through 2 0 0 1  (less unamortized 
discount of $297,099 and $398,419 in 
1997 and 1996, respectively) 

Other 

Total long-term debt ................. 

Less - Amounts due within one year, 
included in current liabilities ....... 
Net long-term debt ................... 

Notes Payable Refinanced Subsequent to 
Yearend (Note 5) 

1997 

$ 2,342,223 
27,203,311 
(1,917,020) 
1 , 846 , 055 

$29,474,569 

$15,000,000 
13,505,000 
10,000,000 

1 , 502 , 901 

87.559 

$40,095,460 

(1,987 , 600) 

$38,107,860 

s - 
Total capitalization .............. $67,582,429 

1996 

$ 1,903,580 
20,572,132 
ill 620,252) 
2,772,863 

$23,628,323 

- $ 
1 4  , 000,000 
10,000,000 

1,401,581 

172,135 

$25,573,716 

(1,084,800 

$24,488,916 

$18,075,000 

$66,192,239 

The accompanying notes to consolidated financial statements are an 
integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES -. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(1) Summary of Significant Accounting Policies . *- 

(a) Principles of Consolidation -- Delta Natural Gas Company, Inc. (“Delta” or “the 
Company”) has five wholly-owned subsidiaries. Delta Resources, Inc. (“Resources”) buys 
gas and resells it to industrial customers on Delta’s system and to Delta for system supply. 
Delgasco, Inc. buys gas and resells it to Resources and to customers not on Delta’s 
system. Deltran, Inc. operates underground natural gas storage facilities that it leases 
from Delta. Enpro, Inc. owns and operates production properties. TranEx Corporation 
owns a 43 mile intrastate pipeline. All subsidiaries of Delta are included in the 
consolidated financial statements. Intercompany balances and transactions have been 
eliminated. 

(b) Cash Equivalents -- For the purposes of the Consolidated Statements of Cash Flows, 
all temporary cash investments with a maturity of three months or less at the date of 
purchase are considered cash equivalents. 

(c) Depreciation -- The Company determines its provision for depreciation using the 
straight-line method and by the application of rates to various classes of utility plant. The 
rates are based upon the estimated service lives of the properties and were equivalent to 
composite rates of 3.0%, 2.9%, and 2.8% of average depreciable plant for 1997, 1996, 
and 1995, respectively. 

(d) Maintenance -- All expenditures for maintenance and repairs of units of property are 
charged to the appropriate maintenance expense accounts. A betterment or replacement 
of a unit of property is accounted for as an addition and retirement of utility plant. At the 
time of such a retirement, the accumulated provision for depreciation is charged with the 
original cost of the property retired and also for the net cost of removal. 

(e) Gas Cost Recovery -- Delta has a Gas Cost Recovery (“GCR’) clause which provides 
for a dollar-tracker that matches revenues and gas costs and provides eventual dollar-for- 
dollar recovery of all gas costs incurred. The Company expenses gas costs based on the 
amount of gas costs recovered through revenue. Any differences between actual gas costs 
and those estimated costs billed are deferred and reflected in the computation of future 
billings to customers using the GCR mechanism. 

( f )  Revenue Recognition -- The Company records revenues as billed to its customers on 
a monthly meter reading cycle. At the end of each month, gas service which has been 
rendered from the latest date of each cycle meter reading to the month-end is unbilled. 
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(g) Revenues and Customer Receivables -- The Company supplies natural gas to 
approximately 36,000 customers in central and southeastern Kentucky. Revenues and 
customer receivables arise primarily from sales of natural gas to customers and from 
transportation services for others. Provisions for doubtful accounts are recorded to reflect 

-. the expected net realizable value of accounts receivable. 

(h) Use of Estimates -- The preparation of financial statements in confg_rrnity with 
generally accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

(i) New Accounting Pronouncements -- In March, 1995, the Financial Accounting 
Standards Board issued Statement of Financial Accounting Standards (“SFAS”) No. 12 1 ,  
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be 
Disposed Of’, effective for fiscal years beginning after December 15, 1995. The Company 
adopted the provisions of SFAS No. 121 in the first quarter of fiscal 1997. The new 
standard requires that long-lived assets and certain identified intangibles be reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount 
of an asset may not be recoverable. In performing such impairment reviews, companies 
are required to estimate the sum of future cash flows from an asset and compare such 
amount to the asset’s carrying amount. Any excess of carrying amount over expected 
cash flows will result in a possible write-down of an asset to its fair value. Adoption of 
SFAS No. 121 did not have a material adverse impact on the Company’s financial position 
or results of operations. 

For companies with June 30 fiscal yearends, SFAS No. 123, “Accounting for 
Stock-Based Compensation” was required to be adopted as of June 30, 1997. This 
standard is currently inapplicable to Delta because the Company has no stock based 
compensation arrangements. 

Delta is required to adopt SFAS No. 128, “Earnings per Share”, during the second 
quarter of fiscal 1998. The Company does not expect the adoption of this standard to 
have a material adverse impact on its financial position or results of operations. 

(2) Income Taxes 

The Company provides for income taxes on temporary differences resulting fiom the use 
of alternative methods of income and expense recognition for financial and tax reporting 
purposes. The differences result primarily fiom the use of accelerated tax depreciation methods 
for certain properties versus the straight-line depreciation method for financial purposes, 
differences in recognition of purchased gas cost recoveries and certain other accruals which are 
not currently deductible for income tax purposes. Investment tax credits were deferred for certain 
periods prior to fiscal 1987 and are being amortized to income over the estimated useful lives of 
the aFp7icable properties. The Company utilizes the liability method for accountingTor income 
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taxes, which requires that deferred income tax assets and liabilities are computed using tax rates 
that will be in effect when the book and tax temporary differences reverse. The change in tax 
rates applied to accumulated deferred income taxes may not be immediately recognized in 
operating results because of ratemaking treatment. A regulatory liability has been established to 
recognize the hture revenue requirement impact from these deferred taxes. The temporary 
differences which gave rise to the net accumulated deferred income tax liability for the periods are 

' 0 

as follows: - s- 

1997 1996 - - 

Deferred Tax Liabilities 
Accelerated depreciation 
Deferred gas cost 
Accrued pension 
Debt expense 

$ 9,018,800 $8,091,500 
860,100 1,055,700 
433,000 252,900 
384,900 399,200 

Total $10,696,800 $9,799,300 

Deferred Tax Assets 
Alternative minimum tax credits 
Regulatory liabilities 
Unbilled revenue 
Investment tax credit 

Net accumulated deferred 
income tax liability 

$ 1,534,100 $ 1,305,600 
339,400 370,000 
327 , 500 236,100 
279,400 307,400 
295 ;300 261,700 

$ 2,775,700 $ 2,480,800 

$ 7,921,100 S 7,318,500 

The components of the income tax provision are comprised of the following for the years ended 
June 30: 

Components of Income Tax Expense: 
Payable currently: 

Federal 
State 

Total 

Deferred 

Income tax expense 

1997 - 

$ 242,200 

$ 210,900 
(31,300) 

753,900 

$ 964,800 

1996 1995 - 

$ 52,100 $ 453,900 
(255,100) 194,500 

$ (203,000) $ 648,400 

1,762,500 394,000 

$ 1,559,500 $ 1,042,400 
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Statutory federal income tax rate 
Stat2 income taxes net of federal benefit 
Amortization of investment tax credit 
Other differences - net 

Effective income tax rate 

34.0% 34.0% 
5.0 5.2 

34.0% 
5.2 

36.4% 37.5% 35.9% 

(3) Employee Benefit Plans 

(a) Defined Benefit Retirement Plan - Delta has a trusteed, noncontributory, defined 
benefit pension plan coveting all eligible employees. Retirement income is based on the 
number of years of service and annual rates of compensation. The Company makes annual 
contributions equal to the amounts necessary to h n d  the plan adequately. The fimded 
status of the pension plan at March 3 1, the plan year end, and the amounts recognized in 
the Company’s consolidated balance sheets at June 30 were as follows: 

Plan assets at fair value 

Actuarial present value of benefit 
obligation: 
Vested benefits 
Non-vested benefits 
Accumulated benefit obligation 

Additional amounts related 
to projected salary increases 
Total projected benefit obligation 

Plan assets in excess of 
projected benefit obligation 

Unrecognized net assets at date of 
initial application being 
amortized over 15 years 

U~ecognized net (gain) loss 
Accrued pension asset 

1997 - 

$6,835,393 

$4,505,619 
11 , 025 

$4,516,644 

1 , 828 , 856 
$6,345,500 

$ 489,893 

(211 , 972) 
125 , 777 

$ 403,698 

1996 
~ 

$6.058.458 

1995 

$5.358.108 

$2,789,736 
9,346 

$2,799,082 

2,811,907 
$5,610,989 

$ 447,469 

(254,365) 
(13,481)  

$ 179,623 

$3,605,363 
21,742 

$3,627,105 

1,638,014 
$5,265,119 

$ 92,989 

(296,759)  
286,557 

$ 82,787 

The assets of the plan consist primarily of common stocks, bonds and certificates of 
deposit. Net pension costs for the years ended June 30 include the following: 



1997 - 
Service cost for benefits earned during the year $ 405 I 386 $ 
Interest cost on projected benefit obligation 
Actual return on plan assets 

392 , 539 
(407,965) 

-_ Net amortization and deferral 
- Net periodic pension cost 

1996 1995 - 
382,751 $ 432,546 
356,897 382,167 
886,211) (623,972) 

(136 , 843) 444,044 185,660 
$ 253,117 $ 297,481 $ 376,401 

The weighted average discount rates and the assumed rates of increase in hture 
compensation levels used in determining the actuarial present values of the projected 
benefit obligation at June 30, 1997, 1996 and 1995 were 7.0% (discount rates), and 4% 
(rates of increase). The expected long-term rates of return on plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting for Post-Retirement Benefits”, and SFAS 
No. 112, “Employers’ Accounting for Post-Employment Benefits”, do not affect the 
Company, as Delta does not provide benefits for post-retirement or post-employment 
other than the pension plan for retired employees. 

(b) Employee Savings Plan - The Company has an Employee Savings Plan (“Savings 
Plan”) under which eligible employees may elect to contribute any whole percentage 
between 2% and 15% of their annual compensation. The Company will match 50% of the 
employee’s contribution up to a maximum Company contribution of 2.5% of the 
employee’s annual compensation. For 1997, 1996 and 1995, Delta’s Savings Plan 
expense was approximately $ 1 5 1,000, $1 1 1,000 and $1 12,000, respectively. 

I 

(c) Employee Stock Purchase Plan - The Company has an Employee Stock Purchase 
Plan (“Stock Plan”) under which qualified permanent employees are eligible to participate. 
Under the terms of the Stock Plan, such employees can contribute on a monthly basis 1% 
of their annual salary level (as of July 1 of each year) to be used to purchase Delta’s 
common stock. The Company issues Delta common stock, based upon the fiscal year 
contributions, using an average of the last sale price of Delta’s stock as quoted in 
NASDAQ’s National Market System at the close of business for the last five business days 
in June and matches those shares so purchased. Therefore, stock equivalent to 
approximately $101,000 was issued in July, 1997. The continuation and terms of the 
Stock Plan are subject to approval by Delta’s Board of Directors on an annual basis. 
Delta’s Board has continued the Stock Plan through June 30, 1998. 

(4) Dividend Reinvestment and Stock Purchase Plan 

The Company’s Dividend Reinvestment and Stock Purchase Plan (Reinvestment Plan) 
provides that shareholders of record can reinvest dividends and also make limited additional 
investments of up to $50,000 per year in shares of common stock of the Company. Shares 
purchased under the Reinvestment Plan are authorized but unissued shares of common stock of 
the Company, and 31,187 shares were issued in 1997. Delta reserved 200,000 shares under the 
Reinvestment Plan in December, 1994, and as of June 30, 1997, there were 123,604 shares still 
available _- for issuance. L 
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(5) Notes Payable and Line of Credit 

Substantially all of the cash balances of Delta are maintained to compensate the respective 
banks for banking services and to obtain lines of credit; however, no specific amounts have been 
designated as compensating balances, and Delta has the right of withdrawal of such fbnds. At 
June 30, 1997 and June 30, 1996, the available line of credit was $20,000,04(1, of which 
$10,865,000 and $18,075,000 had been borrowed at an interest rate of 6.785% and 6.285% for 
1997 and 1996, respectively. The maximum amount borrowed during 1997 and 1996 was 
$10,865,000 and $18,075,000, respectively. The interest on this line is, at the option of Delta, 
either at the daily prime rate or is based upon certificate of deposit rates. The current line of 
credit expires on November 15, 1997. 

Short-term borrowings at June 30, 1996 were repaid in July, 1996, with the net proceeds 
of approximately $20,400,000 from the sale of $15,000,000 of debentures and 400,000 shares of 
common stock. 

(6) Long-Term Debt 

On July 19, 1996, Delta issued $15,000,000 of 8.3% Debentures that mature in July, 
2026. Redemption on behalf of deceased holders within 60 days of notice of up to $25,000 per 
holder will be made annually, subject to an annual aggregate limitation of $500,000. The 8.3% 
Debentures can be redeemed by the Company beginning in August, 2001 at a 5% premium, such 
premium declining ratably until it ceases in August, 2006. Restrictions under the indenture 
agreement covering the 8.3% Debentures include, among other things, a restriction whereby 
dividend payments cannot be made unless consolidated shareholders’ equity of the Company 
exceeds $18,000,000. No retained earnings are restricted under the provisions of the indenture. 

On October 18, 1993, Delta issued $15,000,000 of 6 5/8% Debentures that mature in 
October, 2023. Each holder may require redemption of up to $25,000 annually, subject to an 
annual aggregate limitation of $500,000. Such redemption will also be made on behalf of 
deceased holders within 60 days of notice, subject to the annual aggregate $500,000 limitation. 
The 6 5/8% Debentures can be redeemed by the Company beginning in October, 1998 at a 5% 
premium, such premium declining ratably until it ceases in October, 2003. 

On May 1, 199 1, Delta issued $10,000,000 of 9% Debentures that mature in April, 20 1 1. 
Each holder may require redemption of up to $25,000 annually, subject to an annual aggregate 
limitation of $500,000. Such redemption will also be made on behalf of deceased holders within 
60 days of notice, subject to the annual aggregate $500,000 limitation. The 9% Debentures can 
be redeemed by the Company at a 4% premium, such premium declining ratably until it ceases in 
April, 2001. The Company may not assume any additional mortgage indebtedness in excess of $1 
million without effectively securing the 9% Debentures equally to such additional indebtedness. 

Debt issuance expenses are deferred and amortized over the terms of the related debt. In 
addition, losses on extinguishment of debt are deferred and’ amortized over the term of the related 
debt CTnsistent with regulatory treatment. 
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A non-interest bearing promissory note was issued by Delta on November 10, 1995 in the 
amount of $1,800,000, payable in installments of $400,000 in 1998, $700,000 in 2000 and 
$700,000 in 2002. The note was issued when Delta purchased leases and depleted gas wells to 
develop them for the underground storage of natural gas. Delta secured the promissory note by 
escrow of 102,858 shares of Delta’s common stock. These shares will be issued to the holder of 

.F*. the promissory note only in the event of default in payment by Delta. .. 

This underground natural gas storage field located on Canada Mountain in Bell County, 
Kentucky is now partially developed and will have an estimated working capacity of 4,000,000 
Mcf upon completion. Delta utilized this storage field to help meet its winter supply needs this 
year. This storage capability should permit Delta to continue to purchase and store gas during the 
non-heating months, and then withdraw and sell the gas during the peak usage winter months. 
Storage project capital expenditures are estimated at approximately $2.6 million during fiscal 
1998, which includes completion of a 14 mile, 12 inch diameter steel pipeline to provide expanded 
capacity to deliver gas to Delta’s system. Delta is currently recovering a return on storage field 
investments through rates. 

Other long-term debt requires principal payments totaling approximately $88,000 in 1998. 

(7) Fair Values of Financial Instruments 

The fair value of the Company’s debentures is estimated using discounted cash flow 
analysis, based on the Company’s current incremental borrowing rates for similar types of 
borrowing arrangements. The fair value of the Company’s debentures at June 30, 1997 is 
estimated to be $37,723,000. The carrying amount in the accompanying consolidated financial 
statements is $38,505,000. 

The carrying amount of the Company’s other financial instruments including cash 
equivalents, accounts receivable, notes receivable, accounts payable and the non-interest bearing 
promissory note approximate their fair value. 

(8) Commitments and Contingencies 

The Company has entered into individual employment agreements with its five officers. 
The agreements expire or may be terminated at various times. The agreements provide for 
continuing monthly payments or lump sum payments and continuation of certain benefits over 
varying periods in the event employment is altered or terminated following certain changes in 
ownership of the Company. 

(9) Rates 

Reference is made to “Regulatory Matters” herein with respect to rate matters. 

- 
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(10) Quarterly Financial Data (Unaudited) 

The quarterly data reflects, in the opinion of management, all normal recurring 
adjustments necessary to present fairly the results for the interim periods. 

E a r n i n g s  
Opera t ing Net (Q,.ss) per 

Operating Income Income Common 
Quarter Ended Revenues (Loss) (Loss) Share (a) 

Fiscal 1997 

September 30  $ 4,074,332 $ 36,149 $ (734 ,296)  $ ( . 3 3 )  
December 3 1  10,023,399 1,090,513 198,153 . 0 9  
March 3 1  18,651,406 3,034,844 2,050,318 - 8 8  
June 30 9,420,048 1,154,076 210,090 .09  

Fiscal 1996 

September 3 0 $ 3,774,849 $ (147,522)  $ (760,662)  $(.41) 
December 3 1  8,406,787 1,331,803 649,089 .34 
March 3 1  16,023,581 3,421,608 2,725,444 1 . 4 4  
June 3 0  8,370,838 831,166 47,478 * 03 * 
(a) Quarterly earnings per share may not equal annual earnings per share due to changes in shares 
outstanding. 
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EXHIBIT 21 

Subsidiaries of the Registrant 
.-. 

*- 
Delgasco, Inc., Deltran, Inc., Enpro, Inc., Delta Resources, Inc. and TranEx Corporation 

are wholly-owned subsidiaries of the Registrant, are incorporated in the state of Kentucky and do 
business under their corporate names. 



CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 
*- .- _. 

As independent public accountants, we hereby consent to the incorporation of our 
report dated August 15, 1997, included in this Form 10-K, into the Company’s previously 
filed Registration Statement No. 33-56689, relating to the Dividend Reinvestment and 
Stock Purchase Plan of the Company. 

Arthur Andersen LLP 

Louisville, Kentucky 
September 11, 1997 





Other communities served 
0 Storage - Transmission lines 

a 



Delta for system supply. Delgasco buys gas and 

resells it to Resources and to customers not on 

Delta’s systeq. Deltran operates an underground 

Delta Natural Gas Company, Inc. (“Delta” or 

“the Company”) is engaged primarily in the distrib- 

ution, transmission, storage and production of nat- 

ural gas with its facilities which are located in 20 counties in central and 

southeastern Kentucky. Delta serves approximately 36,000 residential, 

commercial, industrial and transportation customers and makes trans- 

portation deliveries to several interconnected pipelines. common executive management. ’ 

natural gas storage field that it leases from Delta. Enpro owns and 

operates production properties and endeveloped acreage. TranEx owns 

a 43 mile intrastate pipeline. Del# and its subsidiaries are under 

Unless the context requires otherwise, references to Delta include Delta was incorporated under1 

Delta’s wholly-owned subsidiaries, Delta Resources, Inc. (“Resources”), executive offices are located at 361; 

Delgasco, Inc. (“Delgasco”), Deltran, Inc. (“Deltran”), Enpro, Inc. Kentucky 40391. Its telephone numl 

(“Enpro”) and TranEx Corporation (“TranEx”). Resources buys gas 

and resells it to industrial customers on Delta’s system and to 

number is (606) 744-6552. 

m 

-- 
*ma 

I 

itucky law in 1949. Its principal 

‘exington Road, Winchester, 

is (606) 744-6171, and its Fax 



Deb extended its 
system into Fayetke 
County during I997 to 
provide service to 
residential customers 
in the South Point area 
d Lexington. I 

Deb extended service 
this past year to an 
asphalt plant located at 
bnesborough in 
Madison County. phis 
included a supply 
connection for delirev 
from Texas Eastern 
Transmission Corporation. 

I 





Our continued expansion through internal 
growth and acquisition resulted in 1997 being a year 
of sgnificant activity for Delta. We refinanced our 
$20 million credit line in July, 1996, by the issuance of 
$15 million of 8.3% debentures and 400,000 shares of 
common stock, and this had a diiutive effect on 1997 

earnings per share. This allowed us to u t i i e  our 

credit line and internally generated cash for our 1997 
growth. Our record capital expenditures were in 
excess of $16.6 million, and we plan to continue our 
growth in 1998 and beyond. 

The weather this past year was not only warmer 
than the previous year, but followed a very unusual 
pattern of a mild winter followed by a cold, wet 
spring. Our billed degree days were 103% of thirty 
year average weather, a decline of 8% from the year 
before, and our retail sales volumes declined by 

To Our Shareholders 

406,000 Mcf, or 9%. Earnings per share decreased to 8.75. 

as well as to recover increased operating costs resulting from inflation 
since our last rate case in 1990, on March 14,1897 we filed a request for 
a general rate increase with the Kentucky Public Service Commission. 
The rate case requests a total revenue increase of $2,962,000 and, as 

anticipated, the proposed rates were suspended by the Commission until 
September 12. A public hearing is scheduled beginning September 9. 

Dmhg 1997, we continued development of our Canada Mountain 
underground natural gas storage field. Although the field was used to 
help meet our winter supply needs this past year, our plans are to 
continue to develop the field during the next year. It is planned to be 
utilized to a more significant level this coming year% especially after 

In order to provide for a reasonable return on our increased capital, 

completion this fa31 of 14 miles of 12 inch diameter 
steei pipeline that will enhance the delivery of gas 
from the field into Delta's system. 

We continued to expand our system this past year 

and increased our customers served by 5.4%. Men-  
sions were made this year to serve new areas such as 
a portion of Fayette County, where we sewe a resi- 

dential area that did not have gas service and a new 
residential development that together have the 
potential for approximately 600 customers. During 
November, 1996, we acquired the City of North 
Middletown gas system in Bourbon County, and we 
now serve approximately 180 primarily residential 
customers in that comm~~~@. 

During June, 1997, DeIta acquired It.anEx 0 
Corporation, which owns a 43 mile, 8 inch diameter 
steel pipeline that extends from Clay County to 

Madiion County. Delta has been operating this pipeliie for several years 
and plans to continue to utilize it to provide natural gas to Delta's Canada 
Mountain storage field as well as for Delta's system supply. 

Additionally, during July, 1997, we purchased the gas system of Anmille 
Gas & lbnsmjssion Corporation in Jackson County, which serves several 
industrial and residential customers. We plan to expand this system to 
provide gas service to customers in the City of Annvjlle. 

We certainly appreciate your support this past year and we believe 
next year will be an even better year for Delta. The hard work and dedi- 
cation of our employees provided for our growth in 1997 and their 
continued efforts will allow us to expand in 1998 and beyond as we pre- 
pare for the 21st century. 

Sincerely, 

&LQ*$m, 
Glenn R. Jennings 

President and 
ChigExecutive Oficw 

August 22,1997 



Gas Operations and Supply 
The Company purchases and produces gas for dis- 

tribution to its retail customers and also provides 

energy sources. Also, the potential bypass of 

Delta’s system by industrial customers and 3oomm’r~ Off @!)@ir’8i’ms 
transportation service to industrial customers and 

inter-connected pipelines with its facilities that are located in 20 pre- 

dominantly rural counties in central and southeastern Kentucky. The 

economy of Delta’s service area is based principally on coal mining, farm- 

ing and light industry. The communities in Delta’s service area typically 

contain populations of less than 20,000. The four largest service areas are 

Nicholasville, Corbin, Berea and Middlesboro, where Delta serves approx- 

imately 6,500, 6,300, 3,800 and 3,600 customers, respectively. 

Several communities served by Delta continue to expand, resulting 

in growth opportunities for the Company. Industrial parks have been 

developed in certain areas and have resulted in new industrial cus- 

0 esult of this growth, Delta’s total customer count increased by 5.4% in 

1997. Currently, over 99% of Delta’s customers are residential and com- 

mercial. Delta’s remaining, light industrial customers purchased approx- 

imately 6% of the total volume of gas sold by Delta at  retail during 1997. 

The Company’s revenues are affected by various factors, including 

rates billed to customers, the cost of natural gas, economic conditions in 

the areas that the Company serves, weather conditions and competition. 

Delta competes for customers and sales with alternative sources of ener- 

gy, including electricity, coal, oil, propane and wood. The Company’s 

marketing subsidiaries, which purchase gas and resell it to various 

industrial customers and others, also compete for their customers with 
producers and marketers of natural gas. Gas costs, which the Company 

is generally able to pass through to customers, may influence customers 

to conserve, or in the case of industrial customers, to use alternative 

mers, some of whom are on-system transportation customers. As a 

others is a competitive concern that Delta 

has addressed and will continue to address as the need arises. 

Delta’s retail sales are seasonal and temperature-sensitive as the 

majority of the gas sold by Delta is used for heating. This seasonality 

impacts Delta’s liquidity position and its management of its working 

capital requirements during each twelve month period, and changes in 

the average temperature during the winter months impacts its revenues 

year-to-year (see Management’s Discussion and Analysis of Financial 

Condition and Results of Operations). 

Retail gas sales in 1997 were approximately 4,299,000 thousand cubic 

feet (“Mcf’), generating approximately $33,561,000 in revenues, as com- 

pared to approximately 4,705,000 Mcf and approximately $27,811,000 in 

revenues for 1996. The increase in operating revenues for 1997 was due 

primarily to increases in the cost of gas purchased that were reflected in 

rates billed to customers through Delta’s gas cost recovery clause. Heating 

degree days billed during 1997 were approximately 103% of the thirty 

year average (“normal”) as compared with approximately 112% in 

1996. Principally as a result of this warmer weather, retail sales volumes 

decreased by approximately 406,000 Mcf, or 9%, in 1997 as compared 

to 1996. 

Delta’s transportation of natural gas in 1997 generated revenues of 

approximately $3,596,000 as compared with approximately $3,331,000 dur- 

ing 1996. Of the total from transportation in 1997, approximately 

$3,214,000 (2,863,000 Mcf) and $382,000 (1,205,000 Mcf) were earned from 

transportation for on-system and off-system customers, respectively. Of the 

total from transportation in 1996, approximately $2,913,000 (2,570,000 
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Mcf) and $418,000 (1,134,000 Mcf) were earned from transportation for 

on-system and off-system customers, respectively. 

As an active participant in many areas of the natural gas industry, 

Delta plans to continue its efforts to expand its gas distribution system. 

Delta continues to consider acquisitions of other gas systems, some of 

which are contiguous to its existing service areas, as well as expansion 

within its existing service areas. During November, 1996, Delta 

acquired the City of North Middletown gas system in Bourbon County, 

consisting of approximately 180 primarily residential customers. 

During July, 1997, Delta purchased the gas system of Annville Gas & 

Transmission Corporation in Jackson County, which serves several 

industrial and residential customers. This system will be expanded 

during fiscal 1998 to provide gas service to customers in the City 

of Annville. 
The Company also anticipates continuing activity in gas production 

and transportation and plans to pursue and increase these activities 

wherever practicable. The Company will continue to consider the con- 

struction or acquisition of additional transmission, storage and gather- 

ing facilities to provide for increased transportation, enhanced supply 

and system flexibility. During June, 1997, Delta acquired TranEx 

Corporation, which owns a 43 mile, 8 inch diameter steel pipeline that 

extends from Clay County to Madison County. Delta has been operating 
this pipeline for several years and plans to continue to utilize the 

pipeline to provide natural gas to its Canada Mountain storage field as 
well as for Delta’s system supply. 

Some producers in Delta’s service area can access certain pipeline 

delivery systems other than Delta, which provides competition from oth- 

ers for transportation of such gas. Delta will continue its efforts to pur- 

chase or transport any natural gas available that is produced in reason- 

able proximity to its facilities. 

Delta receives its gas supply from a combination of interstate and 

Kentucky sources. The Company intends to pursue an adequate gas 

supply to provide service to existing and future customers. Delta will 

continue to maintain an active gas supply management program that 

emphasizes long-term reliability and the pursuit of cost effective 

sources of gas for its customers. 

Delta’s interstate gas supply is transported and/or stored by 

Tennessee Gas Pipeline Company (“Tennessee”)! Columbia Gas 
Transmission Corporation (“Columbia”) , Columbia Gulf Transmission 

Company (“Columbia Gulf’) and Texas Eastern Transmission 

Corporation (“Texas Eastern”). Delta acquires its interstate gas supply 

from gas marketers. Delta also acquires gas supply from Kentucky pro- 

ducers and suppliers. There is a competitive national market for natur- 
al gas supplies as supply and demand determine the availability and 

prices of natural gas. 

a Enpro produces oil and gas from leases it owns in southeastern 

Kentucky. Enpro’s natural gas production is purchased by Delta for 

system supply, and Enpro’s remaining proved, developed natural gas 

reserves are estimated at approximately 4,400,000 Mcf. Delta pur- 

chased a total of approximately 203,000 Mcf from those properties in 

1997. Enpro’s oil production has not been significant. 

Resources and Delgasco purchase gas from various marketers and 

Kentucky producers. The gas is resold to industrial customers on Delta’s 

system, to Delta for system supply and to others. Delta continues to 

seek additional new gas supplies from all available sources, including 

those in the proximity of its facilities in southeastern Kentucky. Also, 

Resources and Delgasco continue to pursue acquisitions of new gas sup- 
plies from Kentucky producers and others. 

Delta is completing the development of an underground natural gas 

storage field on Canada Mountain in Bell County, Kentucky, with an 

estimated eventual working capacity of 4,000,000 Mcf. This field is 

Customers Served at June 30 



operational and was used to help meet Delta’s winter supply needs this 

past year. Delta plans to continue to develop the capability of this stor- 

age field, including completion of 14 miles of 12 inch diameter steel 

pipeline. The new pipeline, planned to be in operation by this fall, will 

enhance Delta’s ability to withdraw gas from the field and deliver it 

into Delta’s system. This storage capability should permit Delta to con- 

tinue to purchase and store gas during the non-heating months, and 
then withdraw and sell the gas during the peak usage months as Delta 

did this past winter. 

Regulatory Matters 
Delta is subject to the regulatory authority of the Public Service 

Commission of Kentucky (“PSC”) with respect to various aspects of 

Delta’s business, including rates and service to retail and transporta- 

tion customers. 

On March 14, 1997, Delta filed a request for increased rates with ld e PSC. This general rate case (Case No. 97-066) requested an annual 

revenue increase of approximately $2,962,000, an increase of 7.7%. The 

test year for the case was December 31,1996. The increased rates were 

requested to become effective on April 13,1997. On April 3,1997, the 

PSC issued an Order in the above case suspending the implementation 

of the proposed rates until September 12,1997, so that the PSC could 

investigate and determine the reasonableness of the proposed rates. A 
hearing has been scheduled for September 9, 1997, for the cross-exami- 

nation of witnesses. 

On July 11, 1997, the PSC issued a staff report entitled “Natural 

Gas Unbundling in Kentucky: Exploring the Next Step Toward 

Customer Choice.’’ This report represented the culmination of numer- 

ous discussions among the PSC and various parties, including Delta, 

regarding issues related to the potential unbundling, or separate pric- 

ing of supply and service components, of natural gas service in 

Kentucky, including residential and small commercial customer 

choice. The report also included observations on certain topics which 

need to be addressed and resolved if further unbundling occurs in 

Kentucky, and it addressed some of the options available to the PSC. 

The PSC held a public meeting on August 22, 1997, on gas unbundling 

and customer choice for interested parties to provide further input. 

Delta participated in that meeting and intends to be an active partici- 

pant in future discussions. 

Delta’s rates include a Gas Cost Recovery (“GCR”) clause, which 

permits changes in Delta’s gas costs to be reflected in the rates 

charged to customers. The GCR requires Delta to make quarterly fil- 

ings with the PSC, but such procedure does not require a general rate 

case. The PSC historically has allowed Delta to recover storage costs in 

rates through the GCR mechanism or general rate cases. 

In addition to PSC regulation, Delta may obtain non-exclusive fran- 

chises from the cities and communities in which it operates authorizing 

it to place its facilities in the streets and public grounds. However, no 

utility may obtain a franchise until it has obtained from the PSC a 
Certificate of Convenience and Necessity authorizing it to bid on the 

franchise. Delta holds franchises in four of the ten cities in which it 
maintains branch offices and in seven other communities it serves. In 

the other cities or communities, either Delta’s franchises have expired, 

the communities do not have governmental organizations authorized to 

grant franchises, or the local governments have not required, or do not 
want to offer, a franchise. Delta attempts to acquire or reacquire fran- 

chises whenever feasible. 

Without a franchise, a local government could require Delta to 

cease its occupation of the streets and public grounds or prohibit Delta 

from extending its facilities into any new area of that city or communi- 

ty. To date, the absence of a franchise has had no adverse effect on 

Delta’s operations. 

Capital Expenditures ( s ~ z i i i o n s )  
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Capital Expenditures 

and for 1998 are estimated to be approximately $10.4 million. These 

include planned expenditures for development of underground natural 

gas storage, system extensions, computer system upgrades and the 

replacement and improvement of existing transmission, distribution, 

gathering and general facilities. 

Capital expenditures during 1997 were approximately $16.6 million 

financing 
The Company’s capital expenditures and operating cash require- 

ments are met through the use of internally generated funds and a 

short-term line of credit. The available line of credit at June 30, 1997, 

was $20 million of which approximately $10.9 million had been bor- 

rowed. These short-term borrowings are periodically repaid with long- 

term debt and equity securities, as was done in July, 1996, when the net 
proceeds of approximately $20.4 million from the sale of $15 million of 

debentures and 400,000 shares of common stock were used to repay 

short-term notes payable and for working capital. 

Present plans are to utilize the short-term line of credit to help 

meet planned capital expenditures and operating cash requirements. 

The amounts and types of future long-term debt and equity financings 

will depend upon the Company’s capital needs and market conditions. 

During 1997 the requirements of the Employee Stock Purchase Plan 

were met through the issuance of 6,456 shares of common stock result- 

ing in an increase of approximately $101,000 in Delta’s common share- 

holders’ equity. The Dividend Reinvestment and Stock Purchase Plan 

(see Note 4 of the Notes to Consolidated Financial Statements) resulted 

in the issuance of 31,187 shares of common stock providing an increase 

of approximately $550,000 in Delta’s common shareholders’ equity. 

Common Stock Dividends and Prices 
Delta has paid cash dividends on its common stock each year since 

1964. While it is the intention of the Board of Directors to continue to 

declare dividends on a quarterly basis, the frequency and amount of 
future dividends will depend upon the Company’s earnings, financial 

requirements and other relevant factors, including limitations impose 
by the indenture for the Debentures. There were 2,407 record holders 

of Delta’s common stock as of August 1, 1997. 

rn 
Delta’s common stock is traded in the National Association of 

Securities Dealers Automated Quotation (“NASDAQ”) National Market 

System under the symbol DGAS. The accompanying table reflects the 

high and low sales prices during each quarter as reported by NASDAQ 

and the quarterly dividends declared per share: 

i Range of Stock Prices($) Dividends 
Quarter High Low Per Share($) 
FLscal1997 
First 
Second 
Third 
Fourth 

18 314 
19 m 
19 1/2 
18 112 

15 112 
17 314 
17 
16 

285 
,285 
,285 
,285 

Fwall996 
Eirst 
Second 
Third 
Fourth 

17 114 
18 1/4 
18 
16 314 

15 314 
15 11‘2 
16 
15 112 

$28 
2 8  
.28 
.28 



Liquidity and Capital W@SQMP.C~S 
The Company’s utility operations Capital expenditures for 

are subject to regulation by the PSC, Hafl@@m@fltb mis@Nssi@m amd haOgsis Delta for fiscal 1998 are expect- 
which approves rates that are intend- ed to be approximately $10.4 
ed to permit a specified rate of return 

on investment. The Company’s rate tariffs allow the cost of gas to be 

passed through to customers (see Regulatory Matters). 

Delta’s business is temperature-sensitive. Accordingly, the Company’s 

operating results in any given period reflect, in addition to other factors, 

the impact of weather, with colder temperatures resulting in increased 

sales. The Company anticipates that this sensitivity to seasonal and 

weather conditions will continue to be so reflected in the Company’s 

operating results in future periods. 

Because of the seasonal nature of Delta’s sales, the smallest propor- 

’on of cash generated from operations is received during the warmer IM onths when sales volumes decrease considerably. Additionally, most 

construction activity takes place during the non-heating season because 

of more favorable weather conditions. Therefore, during the warmer, 

non-heating months, cash needs for operations and construction are 

partially met through short-term borrowings. 

1997 

million. Delta generates inter- 

nally only a portion of the cash necessary for its capital expenditure 

requirements and finances the balance of its capital expenditures on an 

interim basis through the use of its borrowing capability under its short- 

term line of credit. The current available line of credit is $20,000,000, of 

which approximately $10.9 million was borrowed at June 30, 1997. The 

line of credit, which is with Bank One, Kentucky, NA, expires during 

November, 1997. These short-term borrowings are periodically repaid 

with the net proceeds from the sale of long-term debt and equity securi- 

ties, as was done in July, 1996, when the net proceeds of approximately 

$20,400,000 from the sale of $15,000,000 of debentures and 400,000 

shares of common stock were used to repay short-term notes payable 

and for working capital. 

The primary cash flows during the last three years are summarized 

below: 

1996 1995 

Provided by operating activities $ 6,209,226 $ 3,094,809 $ 6,943,183 
Used in investing activities (16,648,994) (13,373,416) (8,122,838) 
Provided bv financing activities 10.768.558 10.294.461 1.158.887 
Net increase (decrease) in cash 

and cash equivalents t 328,790 $ 15,854 $ (20,768) 
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Cash provided by operating activities consists of net income and noncash items including depreciation, depletion, amor- 
tization and deferred income taxes. Additionally, changes in working capital are also included in cash provided by operating 
activities. The Company expects that internally generated cash, coupled with seasonal short-term borrowings, will continue 
to be sufficient to satisfy its operating and capital expenditure requirements. 



( W ~ S M ~ S  off O p e r a h s  
Operating Revenues 

The increase in operating revenues for 1997 of approximately 

$5,593,000 was due primarily to increases in the cost of gas purchased 

that were reflected in rates billed to customers through Delta's gas cost 

recovery clause. This was partially offset by a decrease in retail sales 

volumes of approximately 406,000 Mcf as a result of the warmer winter 

weather in 1997. Billed degree days were approximately 103% of normal 

degree days for 1997 as compared with approximately 112% for 1996. In 

addition, on-system transportation volumes for 1997 increased approxi- 

mately 293,000 Mcf, or 11.4%. 

The increase in operating revenues for 1996 of approximately 

$4,732,000 was due primarily to an increase in retail sales volumes of 

approximately 980,000 Mcf as a result of the colder winter weather in 

1996. Billed degree days were approximately 112% of normal for 1996 

as compared with approximately 89% for 1996. In addition, on-system 

transportation volumes for 1996 increased approximately 180,000 Mcf, 

or 8%. These increases were partially offset by decreases in the cost of 

gas purchased that were reflected in rates billed to customers through 

Delta's gas cost recovery clause and by a decrease in off-system trans- 

portation volumes of approximately 318,000 Mcf, or 22%, due primarily 

to reduced deliveries from local producers. 

Operating Expenses 
The increase in purchased gas expense for 1997 of approximately 

$5,875,000 was due primarily to increases in the cost of gas purchased 

for retail sales. The increase was partially offset by the decreased gas 

purchases for retail sales resulting from the warmer winter weather 
in 1997. 

The increase in purchased gas expense of approximately $1,893,000 

for 1996 was due primarily to the increased gas purchases for retail 

sales resulting from the colder winter weather during 1996. The 

increase was partially offset by decreases in the cost of gas purchased 
for retail sales. 

The increase in operation and maintenance expenses during 1996 of 

approximately $640,000 was due primarily to increases in payroll and 
related benefit costs. 

The increases in depreciation expense during 1997 and 1996 of 

approximately $424,000 and $327,000, respectively, were due primarily to 

additional depreciable plant. 

The increase in taxes other than income taxes during 1996 of approxi- 

mately $173,000 was primarily due to increased property taxes which 

resulted from increased plant and property valuations, and to increased 
payroll taxes, which resulted from increased wages. 

Changes in income taxes during 1997 and 1996 of approximately 

$595,000 and $517,000, respectively, were primarily due to changes in 

net income. 

Interest Charges 
The increases in interest on long-term debt and amortization of debt 

expense during 1997 of approximately $1,146,000 and $27,000, respectiv 

during July, 1996. The decrease in other interest charges during 1997 of 

approximately $348,000 was due primarily to decreased average short- 

term borrowings as short-term debt was repaid with the net proceeds 

from the sale of long-term debt and equity securities during July, 1996. 

ly, were due primarily to the issuance of $15 million of 8.3% Debenture B 

The increase in other interest charges during 1996 of approximately 

$448,000 was due primarily to increased average short- term borrowings 

and increased average interest rates. 

Earnings Per Common Share 
For the year ended June 30,1997, earnings per common share were 

diluted by the increased average common shares outstanding that resulted 

from the additional 400,000 shares of common stock issued in 

July, 1996, as well as the common shares issued under Delta's dividend 

reinvestment plan and shares issued to employees during the 1997 period. 



For the Years Ended June 30, 1997 1996 1995 
Operating Revenues $ 42,169,186 $ 36,576,055 $ 31,844,339 
Operating Expenses 

Purchased gas $ 23,266,222 $ 17,389,765 $ 15,497,156 
Operation and maintenance (Note 1) 8,631,636 8,642,511 8,002,797 
Depreciation and depletion (Note 1) 2,936,267 2,510,952 2,183,558 
Taxes other than income taxes 1,066,689 1,036,282 863,340 
Income taxes (Note 2) 964,800 1,559,500 1,042,400 

Total operating expenses $ 36,863,603 $ 31,139,000 $ 27,589,251 
Operating Income $ 6,316,682 $ 5,437,065 $ 4,265,088 
Other Income and Deductions, Net 40,874 32,503 50,582 
Income Before Interest Charges $ 6,366,466 $ 5,469,558 $ 4,305,670 
Interest Charges 

Interest on long-term debt $ 2,997,393 $ 1,851,768 $ 1,879,442 
Other interest 619,432 867,641 419,693 
Amortization of debt emense 116,366 88.800 88.800 

Total interest charges $ 3,632,191 $ 2,808,209 $ 2,387,935 
Net Income $ 1,724,266 $ 2,661,349 $ 1,917,735 
Weighted Average Number of Common Shares Outstanding 2,294,134 1,886,629 1,850,986 
Earnings Per Common Share 
Dividends Declared Per Common Share 

8 .76 $ 1.41 $ 1.04 
$ 1.14 $ 1.12 $ 1.12 

The accompanging notes to consolidatedfinancial statements are an integral part of these stahwits. 



For the Years Ended June 30, 1997 1996 1995 

Cash Flows From Operating Activities 
Net income 
Adjustments to reconcile net income to net cash from operating activities: 

Depreciation, depletion and amortization 
Deferred income taxes and investment tax credits 
Other-net 

Accounts receivable 
Gas in storage 
Advance (deferred) recovery of gas cost 
Materials and supplies 
Prepayments 
Other assets 

Accounts payable 
Refunds due customers 
Accrued taxes 
Other current liabilities 

(Increase) decrease in assets: 

Increase (decrease) in liabilities: 

$ 1,724,265 

3,049,229 
486,400 
666,798 

(318,178) 
(782,007) 
495,751 

(120,969) 
(346,532) 
(641,669) 

(439,721) 
554,520 

1,038,761 
744,064 

$ 2,661,349 

2,663,475 
1,762,500 

484,414 

(860,255) 
63,546 

(3,788,143) 
(124,697) 

53,702 
(31,723) 

871,207 
(456,283) 
(270,394) 

$ 1,917,735 

2,272,358 
(77,000) 
602,180 

(1 18,237) 
(138,138) 

2,583,128 
173,319 

(105,903) 
(71,087) 

56,951 69,742 
Advances for construction and other (476) 9,100 2,333 

Net cash provided by operating activities $ 6,209,226 $ 3,094,809 $ 6,943,183 
Cash Flows From Investing Activities 

Capital expenditures $ (16,648,994) $ (13,373,416) $ (8,122,838) 
Net cash used in investing activities $ (16,648,994) $ (13,373,416) $ (8,122,838) 

Cash Flows From Financing Activities (Note 6) 
Dividends on common stock 
Issuance of common stock, net 

$ (2,661,073) $ (2,113,414) $ (2,073,374) 
6,773,064 568,875 502,361 

- Issuance of debentures, net 14,334,833 - 
Repayment of long-term debt (478,256) (561,000) (240,100) 
Issuance of notes payable 30,976,000 25,955,000 19,495,000 
Repayment of notes payable (38,185,000) (13,555,000) (16,525,000) 

Net cash provided by financing activities $ 10,768,558 $ 10,294,461 $ 1,158,887 
Net Increase (Decrease) in Cash and Cash Equivalents $ 328,790 $ 15,854 $ (20,768) 
Cash and Cash Equivalents, Beginning of Year 151,633 135,779 156,547 
Cash and Cash Equivalents, End of Year $ 480,423 $ 151,633 $ 135,779 
Supplemental Disclosures of Cash Flow Information 

Cash paid during the year for: 
Interest $ 3,019,881 $ 2,491,091 $ 2,253,472 
Income taxes (net of refunds) $ (432,163) $ 193,560 $ 1,264,942 

The accompanying notes to consolidatedfimncial statmmls are an integral part of these statements. 



As of June 30, 1997 1996 
Assets 

Gas Utility Plant, at cost $ 116,829,168 $ 98,795,623 
Less - Accumulated provision for depreciation (31,734,976) (26,749,774) 

Net gas plant t 86,094,182 $ 72,045,849 
Current Assets 

Cash and cash equivalents 
Accounts receivable, less accumulated provisions for doubtful 

Gas in storage, a t  average cost 
Deferred gas costs (Note 1) 
Materials and supplies, at first-in, first-out cost 
PreDaments 

accounts of $113,945 and $105,756 in 1997 and 1996, respectively 

t 480,423 $ 151,633 

2,414,632 
1,209,171 
2,180,606 

773,108 
716,076 

2,096,454 
427,164 

2,676,357 
652,139 
369.544 

Total current assets t 7,774,016 $ 6,373,291 
Other Assets 

Cash surrender value of officers’ life insurance (face amount of 
$1,036,009) 

I 

Note receivable from officer 
Unamortized debt emense and other (Note 6) 

’ 

t 321,339 $ 304,339 
134,000 126,000 

3,367.628 2.291.158 
Total other assets t 3,812,967 $ 2,721,497 

$ 96,681,166 $ 81,140,637 Total assets 
Liabilities and Shareholders’ Equity 

Capitalization (See Consolidated Statements of Capitalization) 
Common shareholders’ equity 
Long-term debt (Notes 6 and 7) 
Notes payable refinanced subsequent to yearend (Note 5) 

$ 29,474,669 $ 23,628,323 
38,107,860 24,488,916 

- 18,075,000 
Total capitalization t 67,682,429 $ 66,192,239 

Current Liabilities 
- Notes payable (Note 5) $ 10,866,000 $ 

1,084,800 Current portion of long-term debt (Notes 6 and 7) 
Accounts payable 2,386,717 2,826,438 

Refunds due customers 677,874 23,354 
304,246 Customers’ deposits 

Accrued vacation 616,032 485,847 
Other accrued liabilities 492,601 238,571 

Total current liabilities $ 19,369,820 $ 5,694,406 

1,987,600 

Accrued taxes 1,132,316 93,554 

368,661 

1 Accrued interest on debt 1,033,220 637,596 

Deferred Credits and Other 
Deferred income taxes 
1,nvestment tax credits 
Regulatory liability (Note 2) 

$ 7,921,100 $ 7,318,500 
708,400 779,400 
892,100 9 3 8,3 0 0 

Advances for construction and other 217,316 217,792 
Total deferred credits and other $ 9,738.916 $ 9253,992 

Commitments and Contingencies (Note 8) 
Total liabilities and shareholders’ equity t 96,681,166 $ 81,140,637 

The accompan,ging notes lo consolidatedfinancial statements are an integral part of these statements. 
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For the Years Ended June 30, 1997 1906 1996 
Common Shares 

Balance, beginning of year $ 1,903,680 $ 1,868,734 $ 1,839,340 
$1.00 par value of 438,643,34,846 and 29,394 shares issued 
in 1997,1996 and 1996, respectively 

Public issuance of common shares 400,000 - - 
Dividend reinvestment and stock purchase plan 31,187 28,024 26,802 
Employee stock purchase plan and other 7,466 6,822 3,692 

Balance, end of year $ 2,342,223 $ 1,903,680 $ 1,868,734 

Balance, beginning of year $ 20,672,132 $ 20,022,643 
Premium on Common Shares 

$ 19,632,909 
Premium on issuance of common shares- 

Public issuance of common shares 6,000,000 - - 
Dividend reinvestment and stock purchase plan 619,478 440,621 426,367 
Employee stock purchase plan and other 111,701 108,868 64,377 

Balance, end of year $ 27,203,311 $ 20,672,132 $ 20,022,643 
Capital Stock Expense 

Balance, beginning of year $ (1,620,262) $ (1,604,792) $ (1,688,0251) 
Issuance of common shares (296.768) U5.460) (16.767) 

Balance, end of year $ (1,917,020) $ (1,620,262) $ (1,604,792) 

Balance, beginni i  of year $ 2,772,863 $ 2,224,928 $ 2,380,567 
Net income 1,724,266 2,661,349 1,917,736 
Cash dividends declared on common shares - (See Consolidated 

Retained Earnings 

Statements of Income for rates) (2,66 1,073) (2,113,414) (2,073,374) 
Balance, end of year $ 1,846,066 $ 2,772,863 $ 2,224,928 

The accompanying note.7 to cmolidatedfinancial statmenb are an integral part of these statements. 



As of June 30, 1997 1996 

Common Shareholders’ Equity 
Common shares, par value $1.00 per share (Notes 3 and 4) 

Authorized - 6,000,000 shares Issued and outstanding - 
2,342,223 and 1,903,580 shares in 1997 and 1996, respectively $ 2,342,223 $ 1,903,580 

Premium on common shares 27,203,311 20,572,132 
Capital stock expense (1,917,020) (1,620,252) 
Retained earnings (Note 6) 1,846,066 2,772,863 

Total common shareholders’ equity $ 29,474,669 $ 23,628,323 

Long-Term Debt (Notes 6 and 7) 
- Debentures, 8.3%, due 2026 $ 16 , 0 0 0 , 0 0 0 $ 

Debentures, 9%, due 2011 10,000,000 10,000,000 

Debentures, 6 5/8%, due 2023 13,606,000 ’ 14,000,000 

Promissory note from acquisition of underground 
storage, non-interest bearing, due through 2001 
(less unamortized discount of $297,099 and $398,419 
in 1997 and 1996, respectively) 1,602,901 1,401,581 

Other 87,669 172,135 
Total long-term debt 6 40,096,460 $ 25,573,716 

Less -Amounts due within one year, 
included in current liabilities (1,987,600) (1,084,800) 
Net long-term debt $ 38,107,860 $ 24,488,916 

Notes Payable Refinanced Subsequent to Yearend (Note 6)  $ - $ 18,075,000 
Total capitalization $ 67,682,429 $ 66,192,239 

The acconzpanging notes lo consolidabdflnancial statements are an integral part of these statemmits. 



(I) Summary of Significant 
Wecounting Policies Receivables The Company sup- 

(a) Rinciples of Consolidation 
Delta Natural Gas Company, Inc. 
(“Delta” or “the company”) has five wholly-owned subsidiaries. Delta 
Resources, Inc. (“Resources”) buys gas and resells it to industrial customers on 
Delta’s system and to Delta for system supply. Delgasco, Inc. buys gas and 
resells it to Resources and to customers not on Delta’s system. Deltran, Inc. 
operates underground natural gas storage facilities that it leases from Delta. 
Enpro, Inc. owns and operates production properties. TranEx Corporation 
owns a 43 mile intrastate pipeline. All subsidiaries of Delta are included in the 
consolidated financial statements. Intercompany balances and transactions 
have been eliminated. 

(b) Cash Equivalents For the purposes of the Consolidated Statements of 
Cash Flows, all temporary cash investments with a maturity of three months or 
less at the date of purchase are considered cash equivalents. 

(c) Depreciation The Company determines its provision for depreciation 
using the straight-line method and by the application of rates to various classes 
of utility plant. The rates are based upon the estimated service lives of the 
properties and were equivalent to composite rates of 3.0%, 2.9%, and 2.8% of 
average depreciable plant for 1997,1996, and 1995, respectively. 

(d) Maintenance All expenditures for maintenance and repairs of units of 
property are charged to the appropriate maintenance expense accounts. A 
betterment or replacement of a unit of property is accounted for as an addition 
and retirement of utility plant. At the time of such a retirement, the accumu- 
lated provision for depreciation is charged with the original cost of the proper- 
ty retired and also for the net cost of removal. 

(e) cas cost Recovery Delta has a Gas Cost Recovery (“GCR”) clause which 
provides for a dollar-tracker that matches revenues and gas costs and provides 
eventual dollar-for-dollar recovery of all gas costs incurred. The Company 
expenses gas costs based on the amount of gas costs recovered through rev- 
enue. Any differences between actual gas costs and those estimated costs 
billed are deferred and reflected in the computation of future billings to cue 
tomers using the GCR mechanism. 

(0 Revenue Recognition The Company records revenues as billed to its cus- 
tomers on a monthly meter reading cycle. At the end of each month, gas ser- 
vice which has been rendered from the latest date of each cycle meter reading 
to the month-end is unbilled. 

plies natural gas to approximate- 
ly 36,000 customers in central 

and southeastern Kentucb. Revenues and customer receivables arise primarily 
from sales of natural gas to customers and from transportation services for oth- 
ers. Provisions for doubtful accounts are recorded to reflect the expected net 
realizable value of accounts receivable. 

with generally accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and lia- 
bilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses dur- 
ing the reporting period. Actual results could differ from those estimates. 

(i) New Accounting Pronouncements In March, 1995, the Financial 
Accounting Standards Board issued Statement of Financial Accounting 
Standards (“SFAS”) No. 121, “Accounting for the Impairment of Long-Lived 
Assets and for Long-Lived Assets to Be Disposed Of ”, effective for fscal years 
beginning after December 15,1995. The Company adopted the provisions of 
SFAS No. 121 in the first quarter of fical1997. The new standard requires that 
long-lived assets and certaii identifed intangibles be reviewed for impairment 
whenever events or changes in circumstances indicate that the carrying 
amount of an asset may not be recoverable. In performing such impairment 
reviews, companies are required to estimate the sum of future cash flows from 
an asset and compare such amount to the asset’s carrying amount. Any excess 
of carrying amount over expected cash flows will result in a possible write-down 
of an asset to its fair value. Adoption of SFAS No. 121 did not have a material 
adverse impact on the Company’s financial position or results of operations. 

Stock-Based Compensation”, was required to be adopted as of June 30,1997. 
This standard is currently inapplicable to Delta because the Company has no 
stock based compensation arrangements. 

second quarter of fiscal 1998. The Company does not expect the adoption of 
this standard to have a material adverse impact on its financial position or 
results of operations. 

(h) Use of Estimates The preparation of financial statements in conformity 

0 

For companies with June 30 fiscal yearends, SFAS No. 123, “Accounting for 

Delta is required to adopt SFAS No. 128, ‘‘Earnings per Share”, during the 



(2) U ~ I C Q W  h x e s  
The Company provides for income taxes on temporary differences 

resulting from the use of alternative methods of income and expense 
recognition for financial and tax reporting purposes. The differences 
result primarily from the use of accelerated tax depreciation methods for 
certain properties versus the straight-line depreciation method for finan- 
cial purposes, differences in recognition of purchased gas cost recoveries 
and certain other accruals which are not currently deductible for income 
tax purposes. Investment tax credits were deferred for certain periods 
prior to fiscal 1987 and are being amortized to income over the estimated 
useful lives of the applicable properties. The Company utilizes the liability 

method for accounting for income taxes, which requires that deferred 
income tax assets and liabilities are computed using tax rates that will be 
in effect when the book and tax temporary differences reverse. The change 
in tax rates applied to accumulated deferred income taxes may not be 
immediately recognized in operating results because of ratemaking treat- 
ment. A regulatory liability has been established to recognize the future 
revenue requirement impact from these deferred taxes. The temporary dif- 
ferences which gave rise to the net accumulated deferred income tax liabil- 
ity for the periods are as follows: 

1997 1996 

Deferred Tax Liabilities 
Accelerated depreciation S 9,018,800 $ 8,091,500 
Deferred gas cost 860,100 1,055,700 
Accrued pension 433,000 252,900 
Debt expense 384,900 399,200 

Total $ 10,696,800 $ 9,799,300 

Alternative minimum tax credits S 1,634,100 S 1,305,600 
Regulatory liabilities 339,400 370,000 
Unbilled revenue 327,600 236,100 
Investment tax credit 279,400 307,400 

Deferred Tax Assets 

Other 296,300 261,700 
Total $ 2.775.700 S 2,480,800 . .  

Net accumulated deferred 
income tax liability S 7,921,100 8 7,318,500 

The components of the income tax provision are comprised of the following for the years ended June 30  

1997 1996 1995 
Components of Income Tax Expense: 

Payable currently: 
Federal $ 242,200 $ 52,100 $ 453,900 
State (31,300) (255,100) 194,500 

Total S 210,900 $ (203,000) $ 648,400 
Deferred 763,900 1,762,500 394,000 

Income tax expense $ 964,800 $ 1,559,500 $ 1,042,400 
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Reconciliation of the statutory federal income tax rate to the effective income tax rate is shown in the table below: 

1997 1996 1995 
Statutory federal income tax rate 34.0% 34.0% 34.0% 
State income taxes net of federal benefit 6.0 5.2 5.2 

Other differences - net - - 
Amortization of investment tax credit (2.6) (1.7) (2.4) 

( 8  
Effective income tax rate 36.4% 37.5% 36.9% 

(3) Employee Benefit Plans 
(a) Defined Benefit Retirement Plan Delta has a trusteed, noncontributory, 

defined benefit pension plan covering all eligible employees. Retirement 
income is based on the number of years of service and annual rates of com- 
pensation. The Company makes annual contributions equal to the amounts 

necessary to  fund the plan adequately. The funded status of the pension 
plan at March 31, the plan year end, and the amounts recognized in the 
Company's consolidated balance sheets at June 30 were as follows: 

1997 1996 1995 0 
~~ 

Plan assets at fair value $ 6,836,393 $ 6,058,458 $ 5,358,108 
Actuarial present value of benefit obligation: 

Vested benefits $ 4,606,619 $ 2,789,736 $ 3,605,363 
Non-vested benefits 11,026 9,346 21,742 
Accumulated benefit obligation $ 4,616,644 $ 2,799,082 $ 3,627,105 

to projected salary increases 1,828,866 2,811,907 1,638,014 
Total projected benefit obligation $ 6,346,600 $ 6,610,989 $ 5,265,119 

Plan assets in excess of 
projected benefit obligation $ 489,893 $ 447,469 $ 92,989 

Unrecognized net assets at date of initial 
application being amortized over 15 years (21 1,972) (254,366) (296,759) 

Unrecognized net (gain) loss 126,777 (13,481) 286,557 
Accrued pension asset $ 403,698 $ 179,623 $ 82,787 

Additional amounts related 

The assets of the plan consist primarily of common stocks, bonds and certificates of deposit. Net pension costs for the years ended 
June 30 include the following: 

1997 1996 1996 

Service cost for benefits earned during the year $ 406,386 $ 382,751 $ 432,646 
Interest cost on projected benefit obligation 392,639 3 6 6 , 8 9 7 382,167 
Actual return on plan assets (407,966) (886,211) (623,972) 
Net amortization and deferral (136,843) 444,044 186,660 

Net periodic pension cost $ 253,117 $ 297,481 $ 376.401 e 



The weighted average discount rates and the assumed rates of 
increase in future compensation levels used in determining the actuarial 
present values of the projected benefit obligation at June 30,1997,1996 and 
1995 were 7.0% (discount rates), and 4% (rates of increase). The expected 
long-term rates of return on plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting for Post-Retirement Benefits”, 
and SFAS No. 112, “Employers’ Accounting for Post-Employment Benefits”, 
do not affect the Company, as Delta does not provide benefits for post- 
retirement or post-employment other than the pension plan for retired 
employees. 

(b) Employee Savings Plan The Company has an Employee Savings Plan 
(“Savings Plan”) under which eligible employees may elect to contribute 
any whole percentage between 2% and 15% of their annual compensation. 
The Company will match 50% of the employee’s contribution up to a maxi- 
mum Company contribution of 2lh% of the employee’s annual compensation. 

r 1997,1996 and 1995, Delta’s Savings Plan expense was approximately 
51,000, $111,000 and $112,000, respectively. 

(e) Employee Stock Purchase Plan The Company has an Employee Stock 
a! 

Purchase Plan (“Stock Plan”) under which qualified permanent employees 
are eligible to participate. Under the terms of the Stock Plan, such employ- 
ees can contribute on a monthly basis 1% of their annual salary level (as of 
July 1 of each year) to be used to purchase Delta’s common stock. The 
Company issues Delta common stock, based upon the fiscal year contribu. 
tions, using an average of the last sale price of Delta’s stock as quoted in 
NASDAQs National Market System at the close of business for the last five 
business days in June and matches those shares so purchased. Therefore, 
stock equivalent to approximately $101,000 was issued in July, 1997. The 
continuation and terms of the Stock Plan are subject to approval by Delta’s 
Board of Directors on an annual basis. Delta’s Board has continued the 
Stock Plan through June 30,1998. 

(4) Dividend Weinweshent and Stock Purchase Plan 
The Company’s Dividend Reinvestment and Stock Purchase Plan 

(Reinvestment Plan) provides that shareholders of record can reinvest divi- 
dends and also make limited additional investments of up to $50,000 per 
year in shares of common stock of the Company. Shares purchased under 
the Reinvestment Plan are authorized but unissued shares of common stock 
of the Company, and 31,187 shares were issued in 1997. Delta reserved 
200,000 shares under the Reinvestment Plan in December, 1994, and as of 

*e 30, 1997, there were 123,604 shares still available for issuance. 

(5) Notes Payable and Line ~f Credit 
Substantially all of the cash balances of Delta are maintained to com- 

pensate the respective banks for banking services and to obtain lines of 

credit; however, no specific amounts have been designated as compensating 
balances, and Delta has the right of withdrawal of such funds. At June 30, 
1997 and June 30, 1996, the available line of credit was $20,000,000, of 
which $10,865,000 and $18,075,000 had been borrowed at an interest rate of 
6.785% and 6.285% for 1997 and 1996, respectively. The maximum amount 
borrowed during 1997 and 1996 was $10,865,000 and $18,075,000, respec- 
tively. The interest on this line is, at the option of Delta, either at the daily 
prime rate or is based upon certificate of deposit rates. The current line of 
credit expires on November 15,1997. 

Short-term borrowings at June 30,1996 were repaid in July, 1996, with 
the net proceeds of approximately $20,400,000 from the sale of $15,000,000 
of debentures and 400,000 shares of common stock. 

(6) bong-uew Debt 
On July 19, 1996, Delta issued $15,000,000 of 8.3% Debentures that 

mature in July, 2026. Redemption on behalf of deceased holders within 60 
days of notice of up to $25,000 per holder will be made annually, subject to 
an annual aggregate limitation of $500,000. The 8.3% Debentures can be 
redeemed by the Company beginning in August, 2001 at a 5% premium, such 
premium declining ratably until it ceases in August, 2006. Restrictions 
under the indenture agreement covering the 8.3% Debentures include, 
among other things, a restriction whereby dividend payments cannot be 
made unless consolidated shareholders’ equity of the Company exceeds 
$18,000,000. No retained earnings are restricted under the provisions of 
the indenture. 

On October 18,1993, Delta issued $15,000,000 of 6 5/8% Debentures 
that mature in October, 2023. Each holder may require redemption of up to 
$25,000 annually, subject to an annual aggregate limitation of $500,000. 
Such redemption will also be made on behalf of deceased holders within 60 
days of notice, subject to the annual aggregate $500,000 limitation. The 6 
5/8% Debentures can be redeemed by the Company beginning in October, 
1998 at a 5% premium, such premium declining ratably until it ceases in 
October, 2003. 

mature in April, 2011. Each holder may require redemption of up to 
$25,000 annually, subject to an annual aggregate limitation of $500,000. 
Such redemption will also be made on behalf of deceased holders within 60 
days of notice, subject to the annual aggregate $500,000 limitation. The 9% 
Debentures can be redeemed by the Company at a 4% premium, such pre- 
mium declining ratably until it ceases in April, 2001. The Company may not 
assume any additional mortgage indebtedness in excess of $1 million with- 
out effectively securing the 9% Debentures equally to such additional 
indebtedness. 

On May 1,1991, Delta issued $10,000,000 of 9% Debentures that 



l b‘ 
i 
n 4 

v) ‘ a  
-I 
EK 
g. a 
P 
4 x 
4 

W 
!i 
a 

(7) Fair Walures of leinaslcial UnsPwmenPs Debt issuance expenses are deferred and amortied over the terms of 
the related debt. In addition, losses on extinguishment of debt are deferred 
and amortized over the term of the related debt consistent with regulatory 
treatment. 

A non-interest bearing promissory note was issued by Delta on 
November 10,1995 in the amount of $1,800,000, payable in installments of 
$400,000 in 1998, $700,000 in 2000 and $700,000 in 2002. The note was 
issued when Delta purchased leases and depleted gas wells to develop them 
for the underground storage of natural gas. Delta secured the promissory 
note by escrow of 102,858 shares of Delta’s common stock. These shares 
will be issued to the holder of the promissory note only in the event of 
default in payment by Delta. 

Mountain in Bell County, Kentucky is now partially developed and will have 

lized this storage field to help meet its winter supply needs this year. This 

during the non-heating months, and then withdraw and sell the gas during 
the peak usage winter months. Storage project capital expenditures are 
estimated at approximately $2.6 million during fiscal 1998, which includes 
completion of a 14 mile, 12 inch diameter steel pipeline to provide expanded 
capacity to deliver gas to Delta’s system. Delta is currently recovering a 
return on storage field investments through rates. 

Other long-term debt requires principal payments totaling approxi- 
mately $88,000 in 1998. 

The fair value of the Company’s debentures is estimated using discount- 
ed cash flow analysis, based on the Company’s current incremental borrow- 
ing rates for similar types of borrowing arrangements. The fair value of the 
Company’s debentures at June 30,1997 is estimated to be $37,723,000. The 
carrying amount in the accompanying consolidated financial statements is 
$38,505,000. 

The carrying amount of the Company’s other financial instruments 
including cash equivalents, accounts receivable, notes receivable, accounts 
payable and the non-interest bearing promissory note approximate their 
fair value. 

This underground natural gas storage field located on Canada (8) @emamiBmel~ts and GaPnBingemies 
The Company has entered into individual employment agreements 

ous times. The agreements provide for continuing monthly payments or 

ods in the event employment is altered or terminated following certain 
changes in ownership of the Company. 

esthatedworking capacity of 4 ~ ~ ~ ~ 1 ~ 0 ~  Mcf upon completion. Delta uti- with its five officers, The agreements expire or may be terminated at vari- 

storage capability should permit Delta to continue to purchase and store gas lump sum payments and continuation of certain benefits Over varying 

(9) wab?s 
Reference is made to “Regulatory Matters” herein with 

respect to rate matters. 

(10) Q~aderly ffinancial Data (Unaudited) 
The quarterly data reflects, in the opinion of management, all normal recurring a&&nents necessary to present fairly the results for the interim periods. 

Quarter Ended 
Operating 
Revenues 

Operating 
Income 
(Loss) 

Earnings 
Net (Loss) per 

Income Common 
(Loss) Share (a) 

Fiscal 1997 
September 30 $ 4,074,332 $ 36,149 $ (734,296) $ (.33) 
December 31 10,023,399 1,090,513 198,153 .OD 
March 31 18,651,406 3,034,844 2,060,318 .88 
June 30 9,420,048 1,154,076 210,090 .09 

Fiscal 1996 
September 30 
December 31 
March 31 
June 30 

$ 3,774,849 $ (147,622) $ (760,662) $ (.41) 
8,406,787 1,33 1,803 649,089 

16,023,581 3,42 1,608 2,726,444 
8,370,838 831,166 47,478 

.34 
1.44 
.03 

(a) Quarterly earnings per share may not equal annual earnings per share due to changes in shares outstanding 



Uo the Board off Diredon and Shareholders of Delta Natural Gas Company, OWL: 

We have audited the accompanying consolidated balance sheets and statements of capitalization of 

Delta Natural Gas Company, Inc. (a Kentucky corporation) and subsidiary companies as of June 30,1997 

and 1996, and the related consolidated statements of income, cash flows and changes in shareholders’ 

equity for each of the three years in the period ended June 30,1997. These financial statements are the 

responsibility of the Company’s management. Our responsibility is to express an opinion on these financial 

statements based on our audits. 

0 We conducted our audits in accordance with generally accepted auditing standards. Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free of material misstatement. An audit includes examining, on a test basis, evidence sup- 

porting the amounts and disclosures in the financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by management, as well as evaluating the over- 

all financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. I 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of Delta Natural Gas Company, Inc. and subsidiary companies as of June 30, 1997 and 

1996, and the results of their operations and their cash flows for each of the three years in the period 

ended June 30,1997, in conformity with generally accepted accounting principles. 

Arthur Andersen LLP 

Lmisville, Kentuehg 

August 15,1997 



Management is responsible for the 
preparation, presentation and integrity 
of the financial statements and other 

accounting records are reliable for pur- 
poses of preparing financial statements 

financial information in this report. In 
preparing financial statements in conformity with generally accepted account- 
ing principles, management is required to make estimates and assumptions 
that affect the reported amount of assets and liabilities and the disclosure of 
contingent assets and liabilities at the date of the financial statements and 
revenues and expenses during the reporting period. Actual results could dif- 
fer from these estimates. 

The Company maintains a system of accounting and internal controls 
which management believes provides reasonable assurance that the 

W 
Glenn R. Jennings 

President and 
Chief Executive Officer 

(CaPmsaPOidated sualuisuics 
@ For the Years Ended June 30, 1997 

and that the assets are properly 
accounted for and protected. 

The Board of Directors pursues its oversight role for these financial state- 
ments through its Audit Committee which consists of three outside directors. The 
Audit Committee meets periodically with management to review the work and 
monitor the discharge of their responsibilities. The Audit Committee also 
meets periodically with the Company’s internal auditor as well as Arthur 
Andersen LLP, the independent auditors, who have full and free access to 
the Audit Committee, with or without management present, to discuss 
internal accounting control, auditing and financial reporting matters. 

1996 

John F. Hall 
Vice President -Finance, J Secretary and Treasurer 

1995 1994 1993 

Retail Customers Served, End of Period 
Residential 31,380 29,840 29,029 27,939 27,293 
Commercial 4,761 4,453 4,287 4,242 4,093 
Industrial 74 75 72 76 75 

Total 36,215 34,368 33,388 32,257 31,461 

Residential sales 19,694 16,540 14,772 16,597 14,578 
Commercial sales 11,977 9,788 8,673 9,663 8,269 
Industrial sales 1,890 1,483 1,248 1,671 1,383 
On-system transportation 3,214 2,913 2,588 2,310 2,451 
Off-system transportation 382 418 461 623 836 
Subsidiary sales 4,904 5,297 3,959 3,755 3,532 
Other 108 137 143 228 172 

Total 42,169 36,576 31,844 34,847 31,221 

Residential sales 2,464 2,741 2,173 2,511 2,341 
Commercial sales 1,667 1,673 1,328 1,506 1,368 
Industrial sales 278 291 223 316 281 

Total retail sales 4,299 4,705 3,724 4,333 3,990 
On-system transportation 2,863 2,570 2,390 2,186 2,248 
Off-system transportation 1,205 1,134 1,452 1,997 2,668 

Total 8,367 8,409 7,566 8,516 8,906 

Operating Revenues ($000) 

System Throughput (Million Cu. Ft.) 

Average Annual Consumption Per End of Period 

Lexington, Kentucb Degree Days 86 8 Residential Customer (Thousand Cu. Ft.) 79 92 75 90 

Actual 
Percent of 30 year average (4,726) 

Average Revenue Per Mcf Sold at Retail ($) 
Average Gas Cost Per Mcf Sold at Retail ($) 

4,869 6,280 4,215 4,999 4,688 
103.0 111.7 89.2 106.8 99.2 

7.81 6.91 6.63 6.44 6.07 
4.62 2.81 3.37 3.34 2.90 



Board of Directors 

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

Arthur E. Walker, Jr. (a)(c) 
President 
The Walker Company 
(general and highway 
construction) 
Mount Sterling, Kentucky 

Henry C. Thompson (b) 
President 
Triple Land Co., Inc. 
(land development and 
real estate rental); 
Retired President 
Henry Thompson Construction 
Co., Inc. (land development and 
commercial real estate rental); 
both of Nicholasville, Kentucky 

Glenn R. Jennings (c) 
President and 
Chief Executive Officer 

ior Analyst 
Kentucky Department 
of Insurance 
Lexington, Kentucky 

Vigil E. Scott (b) 
Retired Vice President- 
Administration 

Seated left to right: 
John D. Harrison (b) 
Retired President 
Power Line Construction Co. 
(utility construction contractor) 

Roger A. Byron 
Director Emeritus 
Retired Vice Presiden- 
Gmeral Counsel; Attorneg 
Owingsville, Kentucky 

Harrison D. Peet (c) 
Chairman of the Board 
Retired President 
and ChiefExecutive Officer 

Jane Hylton Green (b) 
Retired Rce President- 
Human Resources and 
Corporate Secreta y 

MC@rs 
Standing le& to right: 
Johnny L. Caudill 
Vice President- 
Administration and 
Customer Service 

Robert C. Hazelngg 
Vice President - 
Public and Consumer Affairs 

Alan L. Heath 
Vice President- 
Operations and Engineering 

Seated left to right: 
John E Hall 
Vice President - 
Finance, Secreta y and Deasurer 

Glenn R. Jennings 
President and 
ChiefExecutive Officer 

(a) Member of Nominating and Compensation Committee 

(b) Member of Audit Committee 

(c) Member of Executive Committee 



Shareholders' Inquiries 
Communications regarding stock transfer requirements, 
lost certificates, changes of address or other items may be 
directed to the Transfer Agent and Registrar. Communica- 
tions regarding dividends, the above items or any other 
shareholder inquiries may be directed to: 
Investor Relations, Delta Natural Gas Company, Inc., 
3617 Lexington Road, Winchester, Kentucky 40391. 

Independent Public Accountants 
Arthur Andersen LLP 
2300 Meidinger Tower 
The Louisville Galleria 
Louisville, Kentucky 40202 

Disbursement Agent, Transfer Agent and Registrar for Common Shares 
Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 45202 

Trustee and Interest Paying agents for Debentures 
6 5/8% due 2023; 9% due 2011 

Corporate Trust Bank One 
235 K Schrock Rd. 
Westerville, Ohio 43081 

8.3% due 2026 

Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 46202 

Diwidend Reinvestment and Stock Purchase 
Plan Administrator and Agent 
Fifth Third Bank 
38 Fountain Square Plaza 
Cincinnati, Ohio 45202 

1997 Annual Report 
This annual report and the financial statements contained 
herein are submitted to the shareholders of the Company 
for their general information and not in connection with 
any sale or offer to sell, or solicitation of any offer to buy, 
any securities. 

1997 Annual Meeting 
The annual meeting of shareholders of the Company will be 
held at the General Office of the Company in Winchester, 
Kentucky on November 20,1997, at 1O:OO a.m. Proxies for 
the annual meeting wi l l  be requested *om shareholders 
when notice of meeting, proxy statement and form of proxy 
are mailed on or about October 12, 1997. 

SfC Form 1 0 1  
A copy of Delta's most recent annual report on SEC Form 
10-K is available, without charge, upon written request to 
John F. Hall, Vice President -Finance, Secretary and 
lkeasurer, Delta Natural Gas Company, Inc., 
3617 Lexington Road, Winchester, Kentucky 40391. 

Diridend Reinvestment and Stock Purchase Plan 
This plan provides shareholders of record with a convenient 
way to acquire additional shares of the Company's common 
stock without paying brokerage fees. Participants may 
reinvest their dividends and make optional cash payments 
to acquire additional shares. Fifth Third Bank administers 
the Plan and is the agent for the participants. For more 
information, inquiries may be directed to Emily P. Bennett, 
Director - Corporate Services, Delta Natural Gas Company, 
Inc., 3617 Lexington Road, Winchester, Kentucky 40391. 



Delta’s Mission 

* Maximize business growth through innovation, creativity and expansion 

Provide competitive, high quality service to  custoiners 

Strive for coniplete customer satisfaction 

* Ensure an excellent work environinent for all employees 

* Enhance the quality of shareholders’ investment 

Maintain cooperative relationships with governmental officials, 

regulatory agencies and local communities 







THE COMPANY Detta Natura1 
Gas Company, Inc. ("Delta" or "the 
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The weather this past year was approximately 12% colder than 

normal weather, as compared with 1995 when the weather was 
o u r  

Afl n n n  

approximately 10% warmer than normal. As a result, sales vol- 
3 h are IiUoliderPs 
umes increased by approximately 980,000 Mcf, or 26%, and earnings per share increased to $1.41, a 

36% increase over the previous year. 

Delta continued to grow during fiscal 1996 as our number of customers increased by 2.9%. Capital 

expenditures exceeded $13 million. These expenditures provided expansion of our system to serve 

these new customers and also allowed for continuing enhancement of our assets. 

These expenditures included our continuing effort to develop an underground storage field in Bell 

County, Kentucky. We continue to inject gas into this field and we anticipate withdrawing gas this 

Selected Co nso lida ted  Fi na n cia 1 I n f o r m  a ti on 
For the Years Ended June 30, 1996(a) 1995 1994(b) 1993 

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

Summary of Operations ( 0 )  
Operating revenues 

Operating income 

Net income 

Earnings per common share 

Dividends declared per common share 

Average Number of 

Total Assets (0) 
Common Shares Outstanding 

Capitalization (9) 
Common shareholders’ equity 

Long-term debt 

29,200,834 
5,437,055 4,255,088 4,850,673 4,791,816 4,586,323 
2,661,349 1,917,735 2,671,001 2,620,664 2,453,813 

1.41 1.04 1.50 1.60 1.52 

1.12 1.12 1.11 1.09 1.08 

36,576,055 31,844,339 34,846,941 31,221,410 

1,886,629 1,850,986 1,775,068 1,635,945 1,612,437 

81,140,637 65,948,716 61,932,480 55,129,912 50,478,014 

23,628,323 22,511,513 22,164,791 17,501,045 16,227,158 

24,488,916 23,702,200 24,500,000 19,596,401 20,187,826 
- - - 18,015.00Q - 

66,192,239 46,213,713 46,664,791 37,097,446 
Notes .......................................................................................................................................................................................................................... payable refinanced subsequent t o  year end . . . . . . . . . .  

36,414,984 
Short-Term Debt ( 0 )  (a)(c) 1,084,800 6,732,700 3,205,000 7,729,000 4,029,000 

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

Other Items ($) 
Capital expenditures 13,373,416 8,122,838 7,374,747 6,289,508 5,074,483 
Total plant 98,795,623 84,944,969 77,882,135 71,187,860 

L 

(a) During July, 1996, $15,000,000 of debentures and 400,000 shares of common stock were sold, and the proceeds were used to  
repay short-term debt and for general corporate purposes. The balance of the note payable at  June 30, 1996 ($18,075,000) is  
included i n  total capitalization as a result of the subsequent refinancing. 

repay short-term debt and t o  refinance certain long-term debt 
(b) During October 1993, $15,000,000 of debentures and 170,000 shares of common stock were sold, and the proceeds were used to 

2 :  (c) Includes current portion of Long-term debt. 



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

coming winter season as needed to meet a portion of our customers’ needs. Our capital expenditure 

plans for fiscal 1997 include a continuance of this development effort. e 

in helping to provide gas service to our expanding markets. We plan to continue our aggres- 

DuringJuly, 1996, we completed the sale of 400,000 shares of common stock and $15 million of deben- 

tures. The proceeds were used to repay short-term borrowings, which allows us to utilize our credit line 

to augment internally-generated cash as we proceed with our capital expenditure plans for 1997. 

Our service areas continue to grow and expand. As reflected in our record capital expenditures plan 

for 1997 of $16.4 million, we are committed to provide for this growth by building gas lines to new 

construction as well as to existing homes and businesses that convert from other energy sources to 

clean, efficient natural gas. 

All our employees, as well as suppliers and contractors who assist us, are to be congratulated for their 

sive expansion, including the acquisition of other systems where appropriate. 

At its meeting on August 21, 1996, Delta’s Board of Directors increased the quarterly common stock 

dividend from $.28 to $.285, which now represents an annualized rate of $1.14 per share. 

H. D. Peet 
Chairman of the Board 

W 

Chief Executiue Ojicer 

August 22, 1996 
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Delta’s service areas Continue to 

develop, providing growth O p p O d U -  

nities for Delta as we add new US- 

tomers i n  areas such as this near 

Corbin i n  Whitley County. 

GAS OPERATIONS AND SUPPLY The Company 

purchases and produces gas for distribution to its retail 

customers and also provides transportation service to 

industrial customers and inter-connected pipelines 

with its facilities that are located in 17 predominantly 

rural counties in central and southeastern Kentucky. The economy of Delta’s service area is based 

principally on coal mining, farming and light industry. The communities in Delta’s service area 

typically contain populations of less than 20,000. The four largest service areas are Corbin, 

Nicholasville, Middlesboro and Berea, where Delta serves approximately 6,100, 6,000, 3,700 and 

off 

3,800 customers, respectively. 

Several communities served by Delta continue to expand, resulting in growth opportunities for the 
Company. Industrial parks have been developed in certain areas and have resulted in new indus- 

trial customers, some of whom are on-system transportation customers. As a result of this 

Delta’s total customer count increased by 2.9% in 1996. Currently, over 99% of Delta’s customers 

are residential and commercial. Delta’s remaining, light industrial customers purchased approxi- 

mately 6% of the total volume of gas sold by Delta at retail in 1996. 



The Company’s revenues are affected by various factors, including rates billed to customers, the 

ost of natural gas, economic conditions in the areas that the Company serves, weather conditions 

and competition. Delta competes for customers and sales with alternative sources of energy, 

including electricity, coal, oil, propane and wood. The Company’s marketing subsidiaries, which 

purchase gas and resell it to various industrial customers and others, also compete for their cus- 

tomers with producers and marketers of natural gas. Gas costs, which the Company is generally 

able to pass through to customers, may influence customers to conserve, or, in the case of indus- 

trial customers, to use alternative energy sources. Also, the potential bypass of Delta’s system by 

industrial customers and others is a competitive concern that Delta has addressed and will contin- 

ue to address as the need arises. 

0 

Delta’s retail sales are seasonal and temperature-sensitive as the majority of the gas sold by Delta 

is used for heating. This seasonality impacts Delta’s liquidity position and its management of its 

working capital requirements during each twelve month period, and changes in the average tem- 

perature during the winter months impacts its revenues year-to-year (see Management’s Discussion 

and Analysis of Financial Condition and Results of Operations). 

Retail gas sales in 1996 were approximately 4,705,000 thousand cubic feet (“Mcf”), generating 

approximately $27,810,000 in revenues, as compared to approximately 3,724,000 Mcf and approx- 

ately $24,693,000 in revenues for 1995. Heating degree days billed during 1996 were approx- 

imately 112% of the thirty year average (“normal”) as compared with approximately 90% in 1995. 

Principally as a result of this colder weather, sales volumes increased by 980,000 Mcf, or 26.3%, 

in 1996 as compared to 1995. 

0.1 

Delta’s transportation of natural gas in 1996 generated revenues of approximately $3,331,000 as 

compared with approximately $3,049,000 during 1995. Of the total from transportation in 1996, 

approximately $2,913,000 (2,570,000 Mcf) and $418,000 (1,134,000 Mcf) were earned from trans- 

portation for on-system and off-system customers, respectively. Of the total from transportation for 

1995, approximately $2,588,000 (2,390,000 Mcf) and $461,000 (1,452,000 Mcf) were earned from 

transportation for on-system and off-system customers, respectively. 

As an active participant in many areas of the natural gas ’ 

industry, Delta plans to continue its efforts to expand its 

gas distribution system. Delta continues to consider 

acquisitions of other gas systems, some of which are con- 

tiguous to its existing service areas, as well as expansion 

within its existing service areas. The Company also 

transportation and plans to pursue and increase these 

(Billion cu. ft.) 

4.3 

1 

3.1 

9 9 9 

3.7 
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Delta provides service to  industrial 

customers i n  industrial parks i n  

several communities, including this 

plant i n  the Berea industrial park 

i n  Madison County. Delta’s industri- 

a l  customer base has continued to 

expand as parks such as this have 

been de\ reloped. 
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activities wherever practicable. The Company will continue to consider the construction or acqui- 

sition of additional transmission, storage and gathering facilities to provide for increased tran 8 
portation, enhanced supply and system flexibility. 

Some producers in Delta’s service area can access certain pipeline delivery systems other than 

Delta, which provides competition from others for transportation of such gas. Delta will continue 

its efforts to purchase or transport any natural gas available that is produced in reasonable prox- 

imity to its facilities. Delta will continue to maintain an active gas supply management program 

that emphasizes long-term reliability and the pursuit of cost effective sources of gas for its customers. 

Delta receives its gas supply from a combination of interstate and Kentucky sources. The Company 

intends to maintain an adequate gas supply to provide service to existing and future customers. 

Delta’s interstate gas supply is transported and stored by Tennessee Gas Pipeline Company 

(“Tennessee”), Columbia Gas Transmission Corporation (“Columbia”) and Columbia Gulf 

Transmission Company (“Columbia Gulf“). Delta acquires its interstate gas supply from gas mar- 

keters. Delta also acquires gas supply from Kentucky producers and suppliers. 

During the past few years, the Federal Energy Regulatory Commission (“FERC”) restructured 

interstate natural gas pipeline operations, services and rates. As a result, Delta contracted for 

transportation and storage services with Tennessee, Columbia and Columbia Gulf and Delta 

now purchases gas supplies from others. This nation-wide change has resulted in a competitive 

national market for natural gas supplies as supply and demand determine the availability and 

prices of natural gas. 



Enpro produces oil and gas from leases it owns in southeastern Kentucky. Enpro’s natural gas pro- 

uction is purchased by Delta for system supply, and Enpro’s remaining proved, developed nat- 

ural gas reserves are estimated at approximately 4,500,000 Mcf. Delta purchased a total of approx- 

imately 205,000 Mcf from those properties in 1996. Enpro also produces oil from certain of these 

leases, but oil production has not been significant. 

e 

Resources and Delgasco purchase gas from various marketers and Kentucky producers. The gas is 

resold to industrial customers on Delta’s system, to Delta for system supply and to others. Delta 

continues to seek additional new gas supplies from all available sources, including those in the 

proximity of its facilities in southeastern Kentucky. Also, Resources and Delgasco continue to pur- 

sue acquisitions of new gas supplies from Kentucky producers and others. 

Delta is presently developing an underground natural gas storage field on Canada Mountain in 

Bell County, Kentucky, with an estimated eventual working capacity of 4,000,000 Mcf. It is antic- 

ipate\d that this storage capability will permit Delta to purchase and store gas during the non-heat- 

ing season, and then withdraw and sell the gas during the peak usage winter months. Storage pro- 

ject capital expenditures are estimated at approximately $6 million during fiscal 1997. Delta is cur- 

rently recovering a return on storage field investments through rates. 

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

Construction of lines such as this 

one i n  Madison County allows Delta 

t o  provide service t o  new homes as 

well as t o  existing structures that  

wish t o  convert t o  natural gas from 

other energy sources. Many such 

lines are plastic, which helps to  

keep construction costs as low as 

possible. 





REGULATORY MATTERS Delta is subject to the regulatory authority of the Public Service 

ommission of Kentucky (“PSC”) with respect to various aspects of Delta’s business, including 

rates and service to retail and transportation customers. The Company monitors the need to file 

a general rate case as a way to adjust its sales prices. Delta currently has no general rate cases filed 

with the PSC. 

e 

Delta’s rates include a Gas Cost Recovery (“GCR”) clause, which permits changes in Delta’s gas 

costs to be reflected in the rates charged to customers. The GCR requires Delta to make quarter- 

ly filings with the PSC, but such procedure does not require a general rate case. The PSC histori- 

cally has allowed Delta to recover storage costs in rates through the GCR mechanism or general 

rate cases. 

In addition to PSC regulation, Delta may obtain non-exclusive franchises from the cities and com- 

munities in which it operates authorizing it to place its facilities in the streets and public grounds. 

However, no utility may obtain a franchise until it has obtained from the PSC a Certificate of 

Convenience and Necessity authorizing it to bid on the franchise. Delta holds franchises in four of 

the ten cities in which it maintains branch ofices and in six other communities it serves. In the 

other cities or communities, either Delta’s franchises have expired, the communities do not have 

governmental organizations authorized to grant franchises, or the local governments have not 

equired, or do not want to offer, a franchise. Delta attempts to acquire or reacquire franchises e 
whenever feasible. 

Without a franchise, a local government could require Delta to cease its occupation of the streets 

and public grounds or prohibit Delta from extending its facilities into any new area of that city or 

community. To date, the absence of a franchise has had no adverse effect on Delta’s operations. 

Delta‘s installation of compressors 

and related equipment have contin- 

ued on Canada Mountain through- 

out the spring and summer of 

1996. Injection of gas into the 

storage zones has begun and 

pipeline construction is planned to 

begin this fall. 
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Ga 

on 
Canada 
Mountain 

\ 

Delta's storage f ie ld on Canada 

Mountain i s  northwest o f  

Middlesboro i n  Bel l  County. Natural 

gas is  injected i n to  underground 

storage zones through existing 

wells. The 12" diameter pipeline t o  

be bu i l t  w i l l  connect t o  Delta's 

existing transmission pipelines and 

w i l l  facil i tate injections and with- 

drawals after the  field i s  developed. 

Storage Wells 
\ \ \  



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

CAPITAL EXPENDITURES Capital expenditures during 1996 

were approximately $13.4 million and for 1997 are estimated to be 

approximately $16.4 million. These include planned expenditures 

for development of underground natural gas storage, system 

extensions, computer system upgrades, and the replacement and 

improvement of existing transmission, distribution, gathering and 

general facilities. 

10 

FINANCING The Company’s capital expenditures and operat- 

ing cash requirements are met through the use of internally gener- 

ated funds and a short-term line of credit. The available line of 

credit at June 30, 1996, was $20 million of which approximately 

$14.7 million had been borrowed. These short-term borrowings 

are periodically repaid with long-term debt and equity securities, 

as was done in July, 1996, when the net proceeds of approximate- 

ly $20.4 million from the sale of $15 million of debentures and 

400,000 shares of common stock were used to repay short-term 

notes payable and for working capital. 

resent plans are to utilize the short-term line of credit to help 

meet planned capital expenditures and operating cash require- 

ments. The amounts and types of future long-term debt and equi- 

ty financing will depend upon the Company’s capital needs and 

market conditions. 

e 

During 1996 the requirements of the Employee Stock Purchase Plan were met through the issuance 

of 5,822 shares of common stock resulting in an increase of approximately $99,000 in Delta’s com- 

mon shareholders’ equity. The Dividend Reinvestment and Stock Purchase Plan (see Note 3 of the 

Notes to Consolidated Financial Statements) resulted in the issuance of 28,024 shares of common I 

0 

I (0 millions) 

1 

8.1 

11 

16.4* 

estimated 



. . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........................... . .................. 

COMMON STOCK DIVIDENDS AND PRICES 

mon stock each year since 1964. While it is the intention of the Board of Directors to continue t 

declare dividends on a quarterly basis, the frequency and amount of future dividends will depend 

upon the Company’s earnings, financial requirements and other relevant factors, including limi- 

tations imposed by the indenture for the Debentures. There were 2,382 record holders of Delta’s 

common stock as of August 1, 1996. 

Delta has paid cash dividends on its com- * 
Delta’s common stock is traded in the National Association of Securities Dealers Automated 

Quotation (“NASDAQ”) National Market System under the symbol DGAS. The accompanying 

table reflects the high and low sales prices during each quarter as reported by NASDAQand the 

quarterly dividends declared per share. 

Quarter 
Fiscal 1996 
First 
Second 
Third 
Fourth 
Fiscal 1995 
First 
Second 
Third 
Fourth 

Range of Stock Prices($) 
High Low 

17 1/4 15 3/4 
18 1/4 15 1/2 
18 16 
16 3/4 15 1/2 

20 17 1/2 
18 15 3/4 
18 3/4 16 
38 1/2 16 3/4 

Dividends 
Per Share($) 

.28 

.28 

.28 

.28 I 

4 .28 
.28 
28 

.28 1 
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of Financial Condition and Results of Operations 

LIQUIDITY AND CAPITAL RESOURCES The Company’s utility operations are subject to 

regulation by the PSC, which approves rates that are intended to permit a specified rate of return 

on investment. The Company’s rate tariffs allow the cost of gas to be passed through to customers. 

Delta’s business is temperature-sensitive. Accordingly, the Company’s operating results in any 

given period reflect, in addition to other factors, the impact of weather, with colder temperatures 

resulting in increased sales. The Company anticipates that this sensitivity to seasonal and weath- 

er conditions will continue to be so reflected in the Company’s operating results in future periods. 

Capital expenditures for Delta for fiscal 1997 are expected to be approximately $16,400,000. Delta 

generates internally only a portion of the cash necessary for its capital expenditure requirements 

nd finances the balance of its capital expenditures on an interim basis through the use of its bor- 

rowing capability under its short-term line of credit. The current available line of credit is 

$20,000,000, of which approximately $18,075,000 was borrowed at June 30, 1996. The line of 

credit, which is with Bank One, Kentucky, NA, expires during November, 1996. These short-term 

borrowings are periodically repaid with the net proceeds from the sale of long-term debt and equi- 

ty securities, as was done in July, 1996 when the net proceeds of approximately $20,400,000 from 

the sale of $15,000,000 of debentures and 400,000 shares of common stock was used to repay 

short-term debt and for working capital. 

e 

Because of the seasonal nature of Delta’s sales, the smallest proportion of cash generated from oper- 

ations is received during the warmer months when sales volumes decrease considerably. 

Additionally, most construction activity takes place during the non-heating season because of more 

favorable weather conditions. Therefore, during the warmer, non-heating months, cash needs for 

operations and construction are partially met through short-term borrowings. 

13 



The primary cash flows during the last three years are summarized below: 

1996 1995 1994 

Provided by operating activities $ 3,094,809 $ 6,943,183 $ 6,172,019 

Provided by financing activities 10,294,461 1.158.887 1,144,396 
Net increase (decrease) i n  cash 

Used in investing activities (13,373,416) (8,122,838) (7,374,747) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

and cash equivalents $ 15,854 $ (20,768) $ s 58,332) ............................................................................ .................... ........................................... 
L 
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Results 
of 
Operations 

OPERATING REVENUES The increase in operating revenues for 1996 of approximately 

$4,732,000 was due primarily to an increase in retail sales volumes of approximately 980,000 Mcf 

as a result of the colder winter weather in 1996. Billed degree days were approximately 112% of 

normal weather for 1996 as compared with approximately 90% for 1995. In addition, on-system 

transportation volumes for 1996 increased approximately 180,000 Mcf, or 8%. These increases 

were partially offset by decreases in the cost of gas purchased that were reflected in rates billed to 

customers through Delta’s gas cost recovery clause and by a decrease in off-system transportation 

e volumes of approximately 318,000 Mcf, or 22%, due primarily to reduced deliveries from local pro- 

ducers. 

The decrease in operating revenues for 1995 of approximately $3,003,000 was due primarily to 

a decrease in retail sales volumes of approximately 609,000 Mcf as a result of the warmer winter 

weather in 1995 (approximately 90% of normal weather compared to approximately 106% for 

1994) and an approximate $162,000 (545,000 Mcf) decrease in off-system transportation due to 

reduced deliveries from some local production. The decrease was partially offset by an increase 

in on-system transportation of approximately $278,000 due to a 204,000 Mcf increase in volumes 

transported and by an increase in customers served of approximately 1,100, or 3.5%. 

OPERATING EXPENSES The increase in purchased gas expense for 1996 of approximately 

$1,893,000 was due primarily to the increased gas purchases for retail sales resulting from the 

colder winter weather during 1996. The increase was partially offset by decreases in the cost of 

gas purchased for retail sales. 



...................................... * .................... . .... . ..... . ........................... . ......................... ........ . .......... 

The decrease in purchased gas expense for 1995 of approximately $1,753,000 was due primarily 

o the decreased retail sales volumes resulting from the warmer winter weather during 1995. e 
The increase in operation and maintenance expenses during 1996 of approximately $640,000 was 

due primarily to increases in payroll and related benefit costs. 

The decrease in operation and maintenance expenses during 1995 of approximately $380,000 was 

due primarily to decreases in payroll and related benefit costs. 

The increases in depreciation expense during 1996 and 1995 of approximately $327,000 and 

$206,000, respectively, were due primarily to additional depreciable plant. 

The increases in taxes other than income taxes during 1996 and 1995 of approximately $173,000 

and $78,000, respectively, were primarily due to increased property taxes which resulted from 

increased plant and property valuations, and to increased payroll taxes, which resulted from 

increased wages. 

e 
INTEREST CHARGES The increases in other interest charges during 1996 and 1995 of approx- 

imately $448,000 and $176,000, respectively, were due primarily to increased average short-term 

borrowings and increased average interest rates. 

15 





DELTA NATURAL GAS COMPANY, INC.  AND SUBSIDIARY COMPANIES 

Consolidated Statements of Cash Flows 

For the Years Ended June 30, 1996 1995 1994 
Cash Flows From Operating Activities: 
................................................................................................................................................................................................................................................................�� 

Net income 
Adjustments to  reconcile net income t o  net cash from operating activities: 

Depreciation, depletion and amortization 
Deferred income taxes and investment tax credits 
Other - net 

(Increase) decrease i n  assets: 
Accounts receivable 
Materials and supplies 
Prepayments 
Other assets 

Increase (decrease) i n  liabilities: 
Accounts payabte 
Refunds due customers 
Accrued taxes 
Other current liabilities 
(Deferred) advance recovery of  gas cost 
Advances for construction and other 

$ 2,661,349 

2,663,475 
1,762,500 

484,474 

(860,255) 
(124,697) 

53,702 
31,823 

871,207 
(456,283) 
(270,394) 

56,951 
(3,788,143) 

9.100 
Net cash provided by operating activities $ 3,094,809 ............................................................................................................................................................................... 

Cash Flows From Investing Activities: 

$ 1,917,735 $ 

2,272,358 
(77,000) 
602,180 

(118,237) 

173,319 
(105,903) 

(209,225) 

(178,609) 

83,572 

(72,210) 

69,742 

2,583,128 

2,333 ........................................... 
$ 6,943,183 $ 

2,671,001 

2,069,013 
874,800 
446.969 

802,197 

(229,275: 
25,701 

(7801 

513,265 
358,270 

(34,543: 

38,675 
(1,372,030: 

8,756 

6,172,019 
......................... 

Capital expenditures $ (13,373,416) $ (8,122,838) $ (7,374,747: 
Net cash used i n  investing activities $ (13,373,416) $ (8,122,838) 0 (7,374,7471 

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

........................................................................................................................................................................................................................................................... 
Cash Flows From Financing Activities: (Note 5) 

Dividends on common stock $ (2,113,414) $ (2,073,374) $ (1,972,368: 

3,965,113 Issuance of  common stock, net 

Issuance of  debentures, net - - 14,246,937 
(561,000) (240,100) (11,330,286) Repayment of  long-term debt 

Issuance of notes payable 25,955,000 19,495.000 20,180,000 

502,361 568,875 

Repayment of  notes payable (13,555,000) (16,525,000) (23,945,000) 
Net cash provided bv financinq activities $ 10,294,461 $ 1,158,887 $ 1,144,396 

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

....................................................................................... 
Net Increase (Decrease) in  Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 
Cash and Cash Equivalents, End of Year 
........................................................................... 

$ 15,854 16 (20,768) $ (58,332: 
135,779 

$ 151,633 
............................................ 156,547 

$ 135.779 
..................................... 214,879 

P 156.547 ................................................................................................................................................................................................................................................................�� 
Supplemental Disclosures of Cash Flow Information: 

Cash paid during the year for: 

Interest $ 2,491,091 $ 2,253,472 $ 2,141,705 

$ 715,000 Income taxes $ 193,560 $ 1,264,942 

The accompanying notes to consolidated financial statements are an integral part of these statements. 17 



DELTA NATURAL GAS COMPANY, INC.  AND SUBSIDIARY COMPANIES 

r \ 

Cons o li dated B a lance She e ts 
\s of June 30, 

issets 
............................................................................................................................................ 

Gas Utility Plant, at cost 

1996 

$ 98,795,623 

1995 

$ 84,944,969 
(26,749,774) (24,588,203) ...................................................................................................................................................................................................................................................... Less - Accumulated provision for depreciation 

$ 72,045,849 $ 60,356,766 ................ Net,sas, Plant ................................................................................................................................................................................................................... 

Current Assets 
Cash and cash equivalents 0 151,633 $ 135,779 

Accounts receivable, less accumulated provisions for doubtful 
2,096,454 1,236,199 

Gas i n  storage, a t  average cost 427,164 490,710 
2,676,357 - Deferred gas costs (Note 1) 

Materials and supplies, a t  first-in, first-out cost 652,139 527,442 

369,544 423,246 
3 6,373,291 $ 2,813,376 ................................................................................................................................................................................................................................................ Total current assets 

accounts of $105,756 and $81,608 in 1996 and 1995, respectively 

....... ..!!epaYme!?ts,, ...................................................................................................................................................................................................... 

Other Assets 
Cash surrender value of officers' l i fe insurance (face amount of 

$1,036,009 and $1,044,355 in 1996 and 1995, respectively) 3 304,339 $ 293,116 
Note receivable from officer 126,000 130,000 

2,355,458 Unamortized debt expense and other (Note 5) 
3 2,721,497 $ 2,778,574 
$ 81,140,637 $ 65,948,716 

2,291,158 .......................................................................................................................................................................................................................................... 

................. ?ofa!.other.asfets .......................................................................................................................................................................................................... 

Total assets ........................ ............................................. ............................................................................. ................................................................... 
Liabilities and Shareholders' Equity 

Capitalization (See Consolidated Statements of Capitalization) 
Common shareholders' equity 3 23,628,323 $ 22,511,513 

Long-term debt (Notes 5 and 6) 24,488,9 16 23,702,200 
18,075,000 - Notes payable refinanced subsequent t o  yearend (Note 4) ............................................................................................................................................................................................................................................ ........ Total capitalization 3 66,192,239 $ 46,213,713 ................................................................................................................................................................................................................................................ 

Current Liabilities 
Notes payable (Note 4) 
Current portion of long-term debt (Notes 5 and 6) 
Accounts payable 
Accrued taxes 
Refunds due customers 
Advance recovery of  gas cost 
Customers' deposits 
Accrued interest on debt 
Accrued vacation 

- $ 
1,084,800 
2,826,438 

93,554 
23,354 

- 
304,246 
637,596 
485,847 

$ 5,675,000 
1,057,700 
1,955,231 

363,948 
479,637 

1,111,786 
331,708 
473,001 

454,728 
Other accrued liabilities 238,571 349,872 ................................................................................................................................................................................................................................................................�� 

3 $ 12,252,611 .............. ,,.!?!a!. CUl'e?t,Li?blLities, ................................................................................................................................... ?!694!40! ................................................... 
Deferred Credits and Other 

Deferred income taxes 
Investment tax credits 
Regulatory liability (Note 1) 

3 7,318,500 $ 5,510,400 
779,400 850,400 
938,300 912,900 

Advances for construction and other 217,792 208,692 

Total deferred credits and other $ 9,253,992 $ 7,482,392 

3 81,140,637 $ 65,948,716 

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

................................................................................................................................................................................................................................................................� 

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

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

Commitments and Contingencies (Note 7 )  
Total liabilities and shareholders' equity 

18 The accompanying notes to consolidated financial statements are an integral part of these statements. 



DELTA NATURAL GAS COMPANY, INC.  AND SUBSIDIARY COMPANIES 

Consolidated Statements o f  Changes i n  Shareholders' Equity 
For the Years Ended June 30, 1996 1995 

Common Shares 
Balance, beginning of year 

$1.00 par value of 34,846, 29,394 and 190,855 shares issued 
i n  1996, 1995 and 1994, respectively - 
Public issuance of common shares 
Dividend reinvestment and stock purchase plan 

$ 1,868,734 $ 1,839,340 

- 
28,024 

- 
25,802 

1994 

$ 1,648,485 

170,000 

15,355 

Employee stock purchase plan and other 6,822 3,592 5,500 

............................. , .............................................. ................................................................................................................................ $ 1,903,580 $ 1,868,734 $ 1,839.340 Balance, end of year 
Premium on Common Shares 

Balance, beginning of year $ 20,022,643 $ 19,532,909 $ 15,562,427 

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

..... 

Premium on issuance of common shares- 

- 3,570,000 Public issuance of common shares 

Dividend reinvestment and stock purchase plan 440,621 425.357 293,782 

- 

Employee stock purchase plan and other 108,868 64,377 106,700 

Balance, end of year $ 20,572,132 $ 20,022,643 $ 19,532,909 
............................................................................................................................................................................................................................................................ 

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

Balance, beginning of year $ (1,604,792) $ (1,588,025) $ (1,391,801) 
Issuance of common shares (15,460) (16,767) (196,224) 

......................... Balance, end of year $ (1,620,252) $ (1,604,792) $ (1,588,025) 
Retained Earnings 

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

., .......................................... , ..................... , ..................................................................................................... 

Balance, beginning of year $ 2,224,928 $ 2,380,567 $ 1,681,934 

Net income 2,661,349 1,917,735 2,671,001 
Cash dividends declared on common shares (See 

Consolidated Statements of Income for rates) (2,113,414) (2,073,374) (1,972,368) ........................................................................................................................................................................................................................................................ 
Balance, end of year $ 2,772,863 $ 2,224,928 $ 2,380,567 ............................................................................................................................................ ....... 

The accompanying notes to  consolidated financial statements are an integral part of these statements. 19 



DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

Consolidated Statements o f  Capitalization I 
As of June 30, 1996 1995 

Common Shareholders' Equity 
................................................................................................................................................................................................................................................................�� 

Common shares, par value $1.00 per share (Notes 2 and 3) 
Authorized - 6,000,000 shares 
Issued and outstanding - 1,903,580 and 1,868,734 shares i n  

1996 and 1995, respectively $ i,903,5ao $ 1,868,734 
Premium on common shares 20,572,132 20,022,643 

(1,620,252) (1,604,792) Capital stock expense 
2,772,863 2,224,928 

$ 23,628,323 $ 22,511,513 
..... Retai?ed.ear?i!?gs (Note.?l ........................................................................................................................................................................................................................ 

Total common sharehokfers' equity.. ..................................................................................................................................................................................... ................................................................ 
Long-Term Debt (Notes 5 and 6) 

Debentures, 6 5/8%, due 2023 $ 14,000,000 d 14,561,000 
Debentures, 9%, due 2011 10,000,000 10,000,000 

Promissory note from acquisition of underground storage, 
1,401,581 - non-interest bearing, due through 2001 (less $398,419 unamortized discount) 

Other 172,135 198,900 
Total long-term debt $ 25,573,716 $ 24,759,900 

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

(i,oa4,aoo) (1,057,700) 
$ 23,702,200 

Less - Amounts due within one year, included in current Liabilities ................................................................................................................................................................................................................................................................�� 

................................................................................................................................................................................................................................................................�� 
. .  

58,916 
- 300 B 

Net lonq-term debt 5 24,41 
Notes aavable refinanced subseauent to vearend (Note 41 $ 18,075,( ................................................ 7 .  ........................................................................................................................... ........................ ..:. ............................ 

$ 46,213,713 Total capitahzation $ 66,192,239 ......................................................................................................................................................................................................................... 

20 The accompanying notes t o  consolidated financial statements are an integral part of  these statements. 



DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

(1) Summary of Significant Accounting Policies: 
(A) PRINCIPLES OF CONSOLIDATION Delta 

Natural Gas Company, Inc. (“Delta” or “the Company”) 
has four wholly-owned subsidiaries. Delta Resources, Inc. 
(“Resources”) buys gas and resells it to industrial customers 
on Delta’s system and to Delta for system supply. Delgasco, 
Inc. buys gas and resells it to Resources and to customers 
not on Delta’s system. Deltran, Inc. operates underground 
natural gas storage facilities that it leases from Delta. Enpro, 
Inc. owns and operates production properties. All sub- 
sidiaries of Delta are included in the consolidated financial 
statements. Intercompany balances and transactions have 
been eliminated. 

(B) CASH EQUIVALENTS For the purposes of the 
nsolidated Statements of Cash Flows, all temporary cash 

with a maturity of three months or less at the 
date of purchase are considered cash equivalents. 

(C) DEPRECLATION The Company determines its 
provision for depreciation using the straight-line method 
and by the application of rates to various classes of utility 
plant. The rates are based upon the estimated service lives 
of the properties and were equivalent to composite rates of 
2.9%, 2.8%, and 2.7% of average depreciable plant for 1996, 
1995 and 1994, respectively. 

All expenditures for mainte- 
nance and repairs of units of property are charged to the 
appropriate maintenance expense accounts. A betterment 
or replacement of a unit of property is accounted for as an 
addition and retirement of utility plant. At the time of such 
a retirement, the accumulated provision for depreciation is 
charged with the original cost of the property retired and 
also for the net cost of removal. 

(E) GAS COST RECOVERY Delta has a Gas Cost 
Recovery (“GCR”) clause which provides for a dollar-track- 
er that matches revenues and gas costs and provides even- 

(D) MAINTENANCE 

tual dollar-for-dollar recovery of all gas costs incurred. 
The Company expenses gas costs based on the amount 
of gas costs recovered through revenue. Any differences 
between actual gas costs and those estimated costs billed 
are deferred and reflected in the computation of future 
billings to customers using the GCR mechanism. 

(F) REVENUE RECOGNITION The Company 
records revenues as bded to its customers on a monthly 
meter reading cycle. At the end of each month, gas ser- 
vice which has been rendered from the latest date of each 
cycle meter reading to the month-end is unbilled. 

(G) REVENUES AND CUSTOMER RECEIV- 
ABLES The Company supplies natural gas to approxi- 
mately 34,000 customers in central and southeastern 
Kentucky. Revenues and customer receivables arise pri- 
marily from sales of natural gas to customers and from 
transportation services for others. Provisions for doubtful 
accounts are recorded to reflect the expected net realiz- 
able value of accounts receivable. 

The preparation of 
financial statements in conformity with generally accept- 
ed accounting principles requires management to make 
estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contin- 
gent assets and liabilities at the date of the financial state- 
ments and the reported amounts of revenues and 
expenses during the reporting period. Actual results 
could differ from those estimates. 

(I) LONG-LIVED ASSETS In March 1995, the 
Financial Accounting Standards Board issued Statement 
of Financial Accounting Standards No. 121, “Accounting 
for the Impairment of Long-Lived Assets and for Long- 
Lived Assets to Be Disposed Of“ (“SFAS No. 1217, effec- 
tive for fiscal years beginning after December 15, 1995. 
The Company plans to adopt the provisions of SFAS No. 
121 in the first quarter of 1997. The new standard requires 
that long-lived assets and certain identified intangibles be 
reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an 
asset may not be recoverable. In performing such impair- 
ment reviews, companies will be required to estimate the 
sum of future cash flows from an asset and compare such 
amount to the asset’s carrying amount. Any excess of car- 
rying amount over expected cash flows will result in a 
possible write-down of an asset to its fair value. Based on 
current operating conditions, legal requirements and 

(H) USE OF ESTIMATES 
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regulatory environment, the Company does not expect 
adoption of SFAS No. 121 to have a material adverse 
impact on its financial position or results of operations. 

The Company provides for 
income taxes on temporary differences resulting from the 
use of alternative methods of income and expense recogni- 
tion for financial and tax reporting purposes. The differ- 
ences result primarily from the use of accelerated tax depre- 
ciation methods for certain properties versus the straight- 
line depreciation method for financial purposes, differences 
in recognition of purchased gas cost recoveries and certain 
other accruals which are not currently deductible for 

u) INCOME TAXES 

tized to income over the estimated useful lives of the 
applicable properties. The Company utilizes the liability 

that deffered income tax assets and liabilities are computed 
using tax rates that will be in effect when the book and tax 
temporary differences reverse. The change in tax rates 
applied to accumulated deferred income taxes may not be 
immediately recognized in operating results because of 
ratemaking treatment. A regulatory liability has been 
established to recognize the future revenue requirement 
impact from these deferred taxes. The temporary differ- 
ences which gave rise to the net accumulated deferred 

method for accounting for income taxes, which requires a 

income tax purposes. Investment tax credits were deferred 
for certain periods prior to fiscal 1987 and are being amor- 

income tax liability for the periods are as follows: 

\ 
1996 1995 

Deferred Tax Liabilities 
Accelerated depreciation $ 8,091,500 $ 7,186,700 
Deferred gas cost 1,055,700 - 

Debt expense 399,200 413,500 
Other ......................................................................................... 

Total 
Deferred Tax Assets 

Unamortized investment tax credits 
Regulatory Liabilities 
ALternative minimum tax credits 
Deferred gas cost 
Other ............................................................................................................... 

Total .......................................................................................................................... 
Net accumulated deferred 

income tax liability 

252,900 178,900 
$ 9,799,300 $ 7,779,100 

$ 307.400 $ 335,400 
370,000 360,100 

1,305,600 724,300 
- 438,500 

497,800 410,400 
$ 2,480,800 $ 2,268,700 

$ 7,318,500 $ 5,510,400 

The components of the income tax provision are comprised of the following for the years ended June 30: 

,- \ 
/ 

Components of income tax expense: 
1996 

Igg4 1 1995 

Payable currently: 
Federal $ 52,100 $ 453,900 $ 306,300 
State 

Total 
(255,100) 194,500 100,800 

$ (203,000) $ 648,400 $ 407,100 
Deferred 1,762,500 394,000 1,102,500 1 ..................................................................................... . . . . . . . . . . .  . .  

Income tax expense ..................................................................................... 

22 



1996 1995 1994 ................................................................................................................................................................................................................. 
Statutory federal income tax rate 34.0% 34.0% 34.0% 

State income taxes net of federal benefit 5.2 5.2 5.2 

Other differences - net - 
Amortization of investment tax credit (1.7) (2.4) (1.8) 

(.9) (.9) ....................................................................................................................................................................................................... 
Effective income tax rate 37.5% 35.9% 3 6.5% ....................................................................... ................. ....... 

1996 1995 1994 

1996 1995 1994 

Plan assets at  fair value $ 6,058,458 $ 5,358,108 $ 5,251,296 
Actuarial present value of  benefit obligation: 

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

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

Vested benefits 0 2,789.736 $ 3,605,363 $ 4,114,511 
Non-vested benefits 9,346 21.742 30,562 

Accumulated benefit obligation $ 2,799,082 $ 3,627,105 $ 4,145,079 
............................................................................................................................................................................................................... ’ Additional amounts related 

t o  projected salary increases 2,811,907 1,638,014 1,734,413 

Total projected benefit obligation $ 5,610,989 $ 5,265,119 $ 5,879,492 
........................................................................................................................................................................................................ 

.................................................................................................................................................................................................. 
Plan assets i n  excess of  

(less than) projected benefit obligation $ 447,469 $ 92,989 $ (628,196) 
Unrecognized net assets at  date of  in i t ia l  

application being amortized over 15 years (254,365) (296,759) (339,153) 
Unrecognized net (gain) loss (13,481) 286,557 950,735 

Accrued pension asset (liability) $ 179,623 $ 82,781 $ (16,614) 
.............................................................................................................................................................................. 

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

Service cost for benefits earned during the year $ 382,751 $ 432,546 $ 455,097 
Interest cost on projected benefit obligation 356,897 382,167 357,372 
Actual return on plan assets (886,211) (623,972) (45,100) 

Net amortization and deferral 444,044 185,660 (353,530) I I  Net periodic pension cost $ 297,481 $ 376,401 $ 413,839 
.................................................................................................................................................................................. 

...................................................................................................................................................................................................................... I 
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The weighted average discount rates and the 
assumed rates of increase in future compensation levels 
used in determining the actuarial present values of the 
projected benefit obligation at June 30, 1996, 1995 and 
1994 were 7.0°/o, 7.0°/o, and 6.5%, respectively (discount 
rates), and 4% (rates of increase). The expected long- 
term rates of return on plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting for Post- 
Retirement Benefits”, and SFAS No. 112, “Employers’ 
Accounting for Post-Employment Benefits”, do not affect 
the Company, as Delta does not provide benefits for post- 
retirement or post-employment other than the pension 
plan for retired employees. 

(B) EMPLOYEE SAVINGS PLAN The Company 
has an Employee Savings Plan (“Savings Plan”) under 
which eligible employees may elect to contribute any 
whole percentage between 2% and 15% of their annual 
compensation. The Company will match 50% of the 
employee’s contribution up to a maximum Company 
contribution of 2% of the employee’s annual compensa- 
tion through June 30, 1996. The maximum Company 
contribution was increased to 2.5% effective July 1, 1996. 
For 1996, 1995 and 1994, Delta’s Savings Plan expensewas 

appmx.imately$lll,OOO, $112,OCO and $107,OoO, respectively. 
(C) EMPLOYEE STOCK PURCHASE PLAN The 

Company has an Employee Stock Purchase Plan (“Stock 
Plan”) under which qualified permanent employees are 
eligible to participate. Under the terms of the Stock Plan, 
such employees can contribute on a monthly basis 1% of 
their annual salary level (as of July 1 of each year) to be 
used to purchase Delta’s common stock. The Company 
issues Delta common stock, based upon the fiscal year 
contributions, using an average of the last sale price of 
Delta’s stock as quoted in NASDAQ‘s National Market 
System at the close of business for the last five business 
days in June and matches those shares so purchased. 
Therefore, stock equivalent to approximately $100,900 
was issued in July, 1996. The continuation and terms of 
the Stock Plan are subject to approval by Delta’s Board of 
Directors on an annual basis. Delta’s Board has contin- 
ued the Stock Plan through June 30, 1997. 

(3) Dividend Reinvestment and Stock Purchase Plan: 
The Company’s Dividend Reinvestment and Stock 

Purchase Plan (Reinvestment Plan) provides that share- 
holders of record can reinvest dividends and also make 
limited additional investments of up to $50,000 per year 
in shares of common stock of the Company. Shares pur- 
chased under the Reinvestment Plan are authorized but 
unissued shares of common stock of the Company, and 

28,024 shares were issued in 1996. Deltareserved200,000 
sham under the Reinvestment Plan in December, 
and, as of June 30, 1995 there were 154,791 shares s 
available for issuance. 

(4) Notes Payable and Line of Credit: 
Substantially all of the cash balances of Delta are 

maintained to compensate the respective banks for 
banking services and to obtain lines of credit; however, 
no specific amounts have been designated as compen- 
sating balances, and Delta has the right of withdrawal of 
such funds. AtJune 30, 1996, the available line of cred- 
it was $20,000,000, ($15,000,000 at June 30, 1995) of 
which $18,075,000 and $5,675,000 had been borrowed 
at an interest rate of 6.285%, and 6.935% for 1996 and 
1995, respectively. The maximum amount borrowed 
during 1996 and I995 was $18,075,000 and $8,430,000, 
respectively. The interest on this line is, at the option of 
Delta, either at the daily prime rate or is based upon 
certificate of deposit rates. The current line of credit 
expires on November 15, 1996. 

These short-term borrowings were repaid in July, 
1996, with net proceeds of approximately $20,400,000 
from the sale of $15 million of debentures and 400,000 
shares of common stock. 

On July 19, 1996, Delta issued $15,000,000 of 8.30/ 
Debentures that mature in July, 2026. Redemption on behalf a (5) Long-Term Debt: 

of deceased holders within 60 days of notice of up to $25,000 
per holder will be made annually, subject to an annual aggre- 
gate limitation of $500,000. The 8.3% Debentures can be 
redeemed by the Company beginning in August, 2001 at a 
5% premium, such premium declining ratably until it ceases 
in August, 2006. Restrictions under the indenture agreement 
covering the 8.3% Debentures include, among other things, a 
restriction whereby dividend payments cannot be made 
unless consolidated shareholders’ equity of the company 
exceeds $18,000,000. No retained earnings are restricted 
under the provisions of the indenture. 

On October 18, 1993, Delta issued $15,000,000 of 6 
5/8% Debentures that mature in October, 2023. Each holder 
may require redemption of up to $25,000 annually, subject to 
an annual aggregate limitation of $5OO,OOO. Such redemption 
will also be made on behalf of deceased holders within 60 
days of notice, subject to the annual wegate  $500,000 limi- 
tation. The 6 5/8% Debentures can be redeemed by the 
Company beginning in October, 1998 at a 5% premium, such 
premium declining ratably until it ceases in October, 2003. 
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On May 1,1991, Delta issued $lO,OOO,OOO of 9% Debentures 
that mature in April, 2011. Each holder may require redemp a ’on of up to $25,000 of the 9% Debentures annually, subject to 
an annual aggregate limitation of $500,000. Such redemption 
will also be made on behalf of deceased holders within 60 days 
of notice, subject to the annual aggregate $500,000 limitation. 
The 9% Debentures can be redeemed by the Company begin- 
ning in April, 1996 at a 5% premium, such premium declining 
ratably until it ceases in April, 2001. The Company may not 
assume any additional mortgage indebtedness in excess of $1 
million without effectively securing the 9% Debentures equally 
to such additional indebtedness. 

Debt issuance expenses are deferred and amortized over 
the terms of the related debt. Call premium in 1994 of approx- 
imately $475,000 was deferred and is being amortized over the 
term of the related debt consistent with regulatory treatment. 

A non-interest bearing promissory note was issued by 
Delta on November 10, 1995 in the amount of $1,800,000, 
payable in installments of 400,000 in 1998, $700,000 in 2000 
and $700,000 in 2002. The note was issued when Delta pw- 
chased leases and depleted gas wells to develop them for the 
underground storage of natural gas. Delta secured the promis- 
sory note by escrow of 102,858 shares of Delta’s common stock. 
These shares will be issued to the holder of the promissory note 
only in the event of default in payment by Delta. 

Tlus underground natural gas storage field located on 
Canada Mountain in Bell County, Kentucky will have an esti- 

ated working capacity of 4,000,000 Mcf. It is anticipated that 

gas during the non-heating season, and then withdraw and sell 
the gas during the peak usage winter months. Storage project 
capital expenditures are estimated at approximately $6 million 

e this storage capability will permit Delta to purchase and store 

during fiscal 1997. Delta is currently recovering on storage field 
investments through rates. 

Other long-term debt requires principal payments of 
approximately $85,000 in 1997 and $67,000 in 1998. 

(6) Fair Values of Financial Instruments: 
The fair value of the Company’s debentures is esti- 

mated using discounted cash flow analysis, based on the 
Company’s current incremental borrowing rates for sim- 
ilar types of borrowing arrangements. The fair value of 
the Company’s debentures at June 30, 1996 is estimated 
to be $22,073,000. The carrying amount in the accompa- 
nying consolidated financial statements is $24,000,000. 

The carrying amounts of the Company’s other finan- 
cial instruments including cash equivalents, accounts 
receivable, notes receivable, accounts payable, and the 
non-interest bearing promissory note approximate their 
fair value. 

(7) Commitments and Contingencies: 
The Company has entered into individual employment 

agreements with its five officers. The agreements expire or 
may be terminated at various times. The agreements provide 
for continuing monthly payments or lump sum payments 
and continuation of certain benefits over varying periods in 
the event employment is altered or terminated following cer- 
tain changes in ownership of the Company. 

(8) Rates: 
Reference is made to “Regulatory Matters” herein with 

respect to rate matters. 

(9) Quarterly Financial Data (Unaudited): 
The quarterly data reflects, in the opinion of management, all normal recurring adjustments necessary to present fairly the results 
for the interim periods. 

I_ Quarter Ended 

Operating 
Operating Income 
Revenues (Loss) 

\ 
Earnings 

Net (Loss) per 
Income Common 

(Loss) Share (a) 

Fiscal 1996 
September 30 $ 3,774,849 
December 31 8,406,787 
March 31 16,023,581 
June 30 8,370,838 

Fiscal 1995 

September 30 $ 3,634,262 
December 31 7,131,698 
March 31 14,903,281 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . , , . . , . , . . . . . . . . , . . . . , . . . . , . . . . , . . . . , . . . . , . . . . , . , . . 

June 30 6,175,098 

$ (147,522) 
1,331,803 
3,421,608 
831,166 

$ (760,662) 
649,089 

2,725,444 
47,478 

$ (.41) 
.34 
1.44 
.03 

$ (45,141) 
822,241 

2,842,418 
635,570 

$ (633,058) 
228,119 

2,255,994 
66,680 

$ (.34) 
.12 
1.22 
.04 

(a) Quarterly earnings per share may not equal annual earnings per share due to changes in  shares outstanding. 
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To the  Board of Directors and Shareholders of 
Delta Natural Gas Company, Inc.: 

We have audited the accompanying consolidated bal- 
ance sheets and statements of capitalization of Delta 
Natural Gas Company, Inc. (a Kentucky corporation) and 
subsidiary companies as of June 30, 1996 and 1995, and 
the related consolidated statements of income, cash flows 
and changes in shareholders’ equity for each of the three 
years in the period ended June 30, 1996. These financial 
statements are the responsibility of the Company’s man- 
agement. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with general- 
ly accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are fre 
of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and dis- 
closures in the financial statements. An audit also includes 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to 
above present fairly, in all material respects, the financial 
position of Delta Natural Gas Company, Inc. and sub- 
sidiary companies as of June 30, 1996 and 1995, and the 
results of their operations and their cash flows for each of 
the three years in the period ended June 30,1996, in con- 
formity with generally accepted accounting principles. 

e 

Arthur Andersen LLP 

Louisville, Kentucky 
August 16, 1996 
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Management is responsible for the preparation, pre- 
sentation and integrity of the financial statements and 
other financial information in this report. In preparing 
financial statements in conformity with generally accepted 
accounting principles, management is required to make 
estimates and assumptions that affect the reported 
amount of assets and liabilities and the disclosure of con- 
tingent assets and liabilities at the date of the financial 
statements and revenues and expenses during the report- 
ing period. Actual results could differ from these esti- 
mates. 

The Company maintains a system of accounting and 
internal controls which management believes provides 

reasonable assurance that the accounting records are reli- 
able for purposes of preparing financial statements and 
that the assets are properly accounted for and protected. 

The Board of Directors pursues its oversight role for 
these hancial statements through its Audit Cornmik which 
consists of three outside directors. The Audit Committee meets 
periodically with management to review the work and 
monitor the discharge of their responsibilities. The Audit 
Committee also meets periodically with the Company’s 
internal auditor as well as Arthur Andersen LLP, the inde- 
pendent auditors, who have full and free access to the 
Audit Committee, with or without management present, 
to discuss internal accounting control, auditing and finan- 
cial reporting matters. 

C o n s o l i d a t e d  S t a t i s t i c s  

For the Years Ended June 30, 1996 1995 1994 1993 1992 

Retail Customers Served, End of Period 
.................................................................................................................................................................................................................................................. 

Residential 29,840 29,029 27,939 27,293 26,488 
Commercial 4,453 4,287 4,242 4,093 4,035 
Industrial 75 72 76 75 66 

Total 34,368 33,388 32,257 31,461 30,589 
......................................................................................................................................................................................................................................... 

....................................................................................................... ............................................................................................................... 
Operating Revenues (0000) 

Residential sales 16,540 14,772 16,597 14,578 13,945 
Commercial sales 9,788 8,673 9,663 8,269 7,651 
Industrial sales 1,483 1,248 1,671 1,383 1,188 
On-system transportation 2,913 2,588 2,310 2,451 2,348 
Off-system transportation 418 461 623 836 1,342 
Subsidiary sales 5,297 3,959 3,755 3,532 2,580 
Other 137 ..?4? 228 172 147 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ...................................................................................... 

31,844 34,847 31,221 .................................................................... ........... ....................................................................................... Total 
System Throughput (Million Cu. Ft.) 

Residential sales 
Commercial sales 
Industrial sales 

2,741 2,173 2,511 2,341 2,202 
1,673 1,328 1,506 1,368 1,235 

291 223 316 281 229 ............................................................................................................................................................................................ 
Total retail sales 4,705 3,724 4,333 

On-system transportation 2,570 2,390 2,186 
Off-system transportation 1,134 1,452 1,997 

Total 8,409 7,566 8,516 
.................................................................................................................................................................................................... 

..................................................................................................... .............................................. 
Average Annual Consumption Per End of Period 

Lexington, Kentucky Degree Days 
Residential Customer (Thousand Cu. Ft.) 92 75 90 

Actual 5,266 4,217 4,999 
Percent of 30 year average (4,712) 111.8 89.5 106.1 

Average Revenue Per M d  Sold at  Retail (0) 5.91 6.63 6.44 
Average Gas Cost Per M d  Sold at  Retail (0) 2.81 3.37 3.34 

3,990 3,666 
2,248 2,061 
2,668 4.580 
8,906 10,307 ................................................ 

86 83 

4,676 4,370 
99.2 92.7 
6.07 6.21 
2.90 3.01 
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3. Please provide Delta’s Form 10-Q submitted to the SEC and Delta’s Quarterly 
Report to the Stockholders for the first quarter of 1999. 

RESPONSE 

See attached. 

WITNESS: John Hall 



DELTA NATURAL GAS COMPmY, INC. 
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First Quarter Report - Fiscal 1999 - f.- 

For the period ending September 30,1998 

QUARTERLY LElTER TO SHAREHOLDERS 

Earnings continued to improve as expected 
during the first quarter of fiscal 1999 as a result 
of increased rates from our rate case last year. 
Despite the warmer than normal weather, 93% 
for the twelve months ended September 30,1998 
compared with 103.6% for the similar period in 

97, our net income per share increased from 
0 in 1997 to $1.09 in 1998, an increase of 55%. 

We are continuing to expand our system to serve 
new customers. These additions are due to new 
construction as well as conversions from other 
energy sources. We have been very busy this fall 
connecting new customers. 

Transportation deliveries to on-system customers 
for the twelve months ended September 30,1998 
increased by 16% as compared to the previous 
period. This increase in deliveries reflects new 
industries such as AFG Industries, now our largest 
volume customer, at its glass plant located in the 
Richmond, Kentucky industrial park. This plant 

was completed in June and thus has been in 
operation this past quarter. 

We have completed the planned summer 
injection of volumes into our Canada Mountain 
underground storage facility. The storage field now 
contains 3,600,000 Mcf, 2,000,000 Mcf of which 
is base, or cushion, gas and 1,600,000 of which 
is working gas that will be withdrawn as needed 
to meet our customers’ requirements this winter. 
With this gas deliverability and our transmission 
system in place, weare well prepared forthe upcom- 
ing heating season. 

Our sales rates were reduced effective 
November 1, 1998 as a result of reductions in 
gas costs that are passed through to our cus- 
tomers. This resulted in our rates for gas usage 
by residential customersdeclining by9%.We have 
no rate requests before the Public Service 
Commission at this time. 
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Consolidated Balance Sheets (Unaudited) 
ASSETS 1998 1997 

September 30, September 30, 

UTILITY PIANT 
Less-Accumulated provision for depreciation 
Net gas plant * 

CURRENT ASSETS 
Cash and cash equivalents 
Accounts receivable - net 
Gas in storage 
Deferred gas costs 
Materials and supplies 
Prepayments 

Total current assets 

OTHERASSETS 
Cash surrender value of officers’ life insurance 
Note receivable from officer 
Unamortized debt expense and other 

Total other assets 
Total assets 

$ 129,173,462 $ 121,085,327 
(35,976,662) (32,684,990) 

$ 93,196,800 $ 88,400,337 

$ 194,422 $ 169,731 
1,416,525 1,313,799 
4,106,886 . 2,368,774 

-- s. 2,631,094 
547,122 688,607 
246,809 250,615 

$ 6,511,764 $ 7,422,620 

$ 347,789 $ 329,917 
104,000 128,000 

4,719,301 3,695,646 
$ 5,171,090 $ 4,153,563 
$ 104,879,654 $ 99,976,520 

LIABILITIES AND SHAREHOLDERS’ EQUITY 
CAPITAUZATION 

Common shareholders’ equity 
Long-term debt 

Total capitalization 

CURRENT LIABILITIES 
Notes payable 
Current portion of long-term debt 
Accounts payable 
Accrued taxes 
Refunds due customers 
Advance recovery of gas costs 
Customers’ deposits 
Accrued interest on debt 
Accrued vacation 
Other accrued liabilities 

Total current liabilities 

DEFERRED CREDITS AND OTHER 
Deferred income taxes 
Investment tax credits 
Regulatory liability 
Advances for construction and other 

Total deferred credits and other 
Total liabilities and shareholders’ equity 

$ 28,660,763 
52,507,485 

$ 81,168,248 

$ 7,050,000 
1,790,000 
1,854,078 

245,527 

1,894 
449,093 

1,591 ,!S3 
528,952 

$ 28,192,000 
38,117,638 

$ 66,309,638 

$ 15,485,000, 
1,987,600 
3,096,744 
238,147 
566,142 

392,158 
1,241,222 
51 6.032 

- 

4W,810 405;796 
$ 14,005,521 $ 23,928,841 

$ 8,023,475 
6 3 7 3 0  
825,050 
220.060 

$ 9,705,885 
$ 104,879,654 

$ 7,921,100 
708,400 
892,100 
216,441 

$ 9,738,041 
!X 99.976.520 
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PART 1 - FINANCIAL INFORMATION 
1. FINANCIAL STATEMENTS. 

DELTA N A T U W  GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED) - 

OPERATING REVENUES 

OPERATING EXPENSES 
Purchased gas 
Operation and maintenance 
Depreciation and depletion 
Taxes other than income taxes 
Income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME AND DEDUCTIONS, NET 
t 

e BEFORE INTEREST CHARGES 
INTEREST CHARGES 

NET INCOME (LOSS) 

WEIGHTED AVERAGE NUMBER OF COMMON 
SHARES OUTSTANDING 

BASIC AND DILUTED EARNINGS (LOSS) 
PER COMMON SHARE 

Three Months Ended 
September 30 

1997 1998 - - 
$ 4,938,135 $5,215,272 

$ 1,521,079 $2,108,688 
2,152,048 2,229,271 

938,929 846,154 
311,161 330,454 
(416,775) (481,200) 

$ 4,506,442 $5,033,367 

$ 431,693 $ 181,905 

4;.595 4,413 

$ 436,288 $ 186,318 

1,130,065 1,000,300 

2,382,071 2,348,453 

$ (-29) $ (.35) 

DIVIDENDS DECLARED PER COMMON SHARE $ .285 $ .285 

*- _- 

Twelve Months Ended 
September 30 

1998 1997 - 
$43,97 8,166 $43,310,125 

21,911,879 $23,907,765 
8,822,381 8,888,290 

3,538,158 - 3,054,221 
1,192,765 1,141,020 . 
1,465,425 923,400 

36,996,517 $37,848,787 

6,981,649 $ 5,461,338 

68,093 31,284 

7,049,742 . $ 5,492,622 

4,478,264 3,848,043 

S 2.571.478 $ 1.644.579 

2,368,302 2,334,164 

$ 1.09 $ .70 

$ 1.14 $ 1.14 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEETS (UNAUDITED) e 

June 30, 1998 September 30, 1997 ASSETS September 30, 1998 

$129,173,462 $127,028,159 $121,085,327 GAS UTILITY PLANT 
Less-Accumulated provision 
for depreciation 
Net gas plant 

(34,929,481). -(32,684,990) 
$ 92,098,678 .-- $ 88,400,337 -- - 

(35,976,662) 
$ 93,196,800 

CURRENT ASSETS 
Cash and cash equivalents 
Accounts receivable - net 
Gas in storage 
Deferred gas costs 
Materials and supplies 
Prepayments 

Total current assets 

$ 118,536 $ 169,731 
2,538,800 1,313,799 
2,050,000 2,368,774 

- 2,631,094 
520,362 688,607 

$ 194 , 422 
1,416,525 
4,106,886 

547 , 122 
246,809 

$ 6,511,764 
241,731 250,615 

$ 5,469,429 $ 7,422,620 

OTHER ASSETS 
Cash surrender value of 
Officers' life insurance 

Note receivable from officer 
Unamortized debt expense and 

Total other assets 
Total assets 

t 

$ 339,215 $ 329,917 
128,000 110.000 

$ 347,789 
104,000 

4.719.301 4,849,291 3,695,646 
$ 5,298,506 $ 4,153,563 
s i ~ ~ . R I = , I = , .  cii  3 s 99.976,520 

ther -. ~ . 
$ 5,171,090 
$104,879,654 

LIABILITIES AND SHAREHOLDERS' EQUITY 

ITALIZATION 
shareholders' equity $ 28,660,763 $ 29,810,294 $ 28,192,000 

52,612,494 38,117,638 
$ 82,422,788 $ 66,309,638 

52; 507; 485 
$ 81,168,248 

Long-term debt 
Total capitalization 

CURRENT LIABILITIES 
Notes payable 
Current portion of long-term debt 
Accounts payable 
Accrued taxes 
Refunds due customers 
Advance-recovery of gas costs 
Customers' deposits 
Accrued interest on debt 
Accrued vacation 
Other accrued liabilities 

Total current liabilities 

$ 15,485,000 
1,987,600 
3,096,744 
238,147 
566,142 - 

$ 7,050,000 
1,790,000 
1,854,078 
245,527 
89,604 
1,894 

449,093 
1,591,563 
528,952 

$ 1,875,000 
1,790,000 
2,050,628 
1,085,766 
117,123 

1,148,019 
438 , 134 

1,215,265 
528,952 
485,018 

$ 10,733,905 

392,158 
1,241,222 
516,032 

404,810 
$ 14,005,521 

405,796 
.$ 23,928,841 

DEFERRED CREDITS AND OTHER 
Deferred income taxes 
Investment tax credits 
Regulatory liability 
Advances for construction and other 

Total deferred credits and other 
Total liabilities and 
shareholders' equity 

$ 8,023,475 
637 , 300 
825,050 

$ 8,023,475 $ 7,921,100 
637 , 300 708,400 
831,425 892,100 
217 , 720 216,441 

$ 9,709,920 $ 9,738,041 

$102,866,613 $ 99,976,520 

220,060 
$ 9,705,885 

$104,879,654 
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DELTA NATURAL GAS COMPANY, I N C .  AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS O F  CASH FLOWS 

( UNAUDITED ) 

-. 
CASH FLOWS FROM OPERATING 

Three Months Ended 
Seotember 30 

Twelve Months Ended 
September 30 

1998 1997 - 
ACTIVITIES: 

N e t  income ( l o s s )  $ (693,777) $ (813,982) $ 2,571;478*- $ 1,644,579 
Adjustments t o  reconci le  n e t  

income ( l o s s )  t o  n e t  cash from 
opera t ing  a c t i v i t i e s :  

Depreciation, dep le t ion  
and amort izat ion 1,036,810 902,512 3,884,545 3,270,189 

Deferred income taxes  and 
investment t a x  c r e d i t s  (6,375) (35,7751 485,400 

Other, n e t  210,903 160,285 749,201 692,449 
- 

( Increase)  decrease i n  o the r  
Assets (2,047,348) (327,792) 1,244,226 (2,926,294) 

Increase  (decrease) i n  o the r  
l i a b i l i t i e s  (754,919) (51,854) (1,288,995) 2,733,759 

i n )  operat ing a c t i v i t i e s  $ (2,254,706) $ (130,831) $ 7,124,680 $ 5,900,082 
N e t  cash provided by (used 

CASH FLOWS FROM INVESTING 
ACTIVITIES: 

Cap i t a l  expenditures $ (2,262,654) $ (4,314,597) $ (9,141,669) $ (15,485,538) 
N e t  cash used i n  

i nves t ing  a c t i v i t i e s  $ (2,262,654) $ (4,314,597) $ (9,141,669) $ (15,485,538) 

H FLOWS FROM FINANCING 
ACTIVITIES : 

Dividends on common s tock  $ (679,190) $ (669,494) $ (2,699,928) $ (2,660,781) 
Issuance of common stock,  ne t  223,436 200,907 597,213 606,252 
Issuance of long-term debt ,  n e t  

(580,356) Repayment of long-term debt  (126,000) (16,677) (11,128,104) 

Repayment of notes  payable (2,030,000) (3,610,000) (33,610,000) (22,060,000) 

- - 23,707,499 - 
Issuance of notes  payable 7,205,000 8,230,000 25,175,000 34,190,000 

N e t  cash provided by 
f inancing activit ies $ 4,593,246 $ 4,134,736 $ 2,041,680 $ 9,495,115 

NET INCRFASE (DECREASE) I N  
CASH AND CASH EQUIVALENTS $ 75,886 $ (310,692) $ 24,691 $ (90,341) 

CASH AND CASH EQUIVALENTS, 
BEGINNING OF PEFUOD 118,536 480,423 169,731 260,072 

CASH AND CASH EQUIVALENTS, 
END OF PERIOD $ 194,422 $ 169,731 $ 194,422 -$ 169,731 

SUPPLEMENTAL DISCLOSURES OF 
CASH FLOW INFORMATION: 
Cash pa id  during t h e  pe r iod  fo r :  
Interest $ 794,057 $ 764,398 $ 4,264,865 $ 3,143,138 
Income taxes ( n e t  of refunds)  $ 380,400 $ 563,200 $ 1,459,564 $ 262,037 



DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 
-. 

- 

*- 
(1) Delta Natural Gas Company, Inc. (Delta or the Company) 

has five wholly-owned subsidiaries. Delta Resources, Inc. 
(Resources) buys gas and resells it to industrial or other 
large use customers on Delta's system and to Delta for system 
supply. Delgasco, Inc. buys gas and resells it to Resources 
and to customers not on Delta's system. Deltran, Inc. 
operates an underground natural gas storage field that it 
leases from Delta. Enpro, Inc. owns and operates production 
properties and undeveloped acreage. TranEx Corporation owns a 
43 mile intrastate pipeline. All subsidiaries are included in 
the consolidated financial statements. Intercompany balances 
and transactions have been eliminated. 

(2 )  The accompanying information reflects, in the opinion of 
management, all normal recurring adjustments necessary to 
present fairly the results for the interim periods. Reference 
should be made to Delta's Form 10-K for the year ending June 
30, 1998 for ,additional footnote disclosures, including a 
summary of significant accounting policies. 

(3) Effective November 30, 1997, Delta received approval 
from the Kentucky Public Service Commission (PSC) for an 
annual revenue increase of $1,670,000. This resulted from a 
general rate case that Delta had filed with the PSC during 
March, 1997. Effective May 1, 1998, resulting from a 
rehearing of certain tax-related items in this rate case, 
Delta also received approval from the PSC for an additional 
annual revenue increase of $117,000. 

( 4 )  On March 23, 1998, Delta completed the issuance and sale 
of $25,000,000 of 7.15% Debentures that mature in March, 2018. 
The net proceeds of approximately $24.1 million were used to 
repay short-term notes payable and to redeem the company's 9% 
Debentures that would have matured in April, 2011. The 
redemption of this debt, the outstanding principal amount of 
which was $10,000,000, was completed on April 30, 1998. Loss 
on extinguishment of debt of $632,000, which included $332,000 
of unamortized debt issuance expense and call premium of 
$300,000 on the redeemed 9% Debentures, was deferred and is 
being amortized over the term of the related debt consistent 
with regulatory treatment. 

(5) In June 1997, Statement of Financial Acco-mting 
Standards No. 130 (SFAS 130), "Comprehensive Income, I' was 
issued. SFAS 130 establishes standards for reporting and 

- _- 



display of comprehensive income and its components in a full 
set of general purpose financial statements. SFAS 130 was 
adopted in the financial statements for the quarter ended 
September 30, 1998. The adoption of this statement had no 
impact on the financial statements of the Company. 

Reference is made to Part I1 - Item 1 relative to the - 
.- 

(6) -. 
status of legal proceedings. 

- *- 

ITEM 2. MANAGWNT'S DISCUSSION AND ANR.L,YSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS. 

LIQUIDITY AND CAPITAL RESOURCES 

Because of the seasonal nature of Delta's sales, the smallest 
proportion of cash generated from operations is received during the 
warmer months when sales volumes decrease considerably. 
Additionally, most construction activity takes place during the 
non-heating season because of more favorable weather conditions. 
During the warmer, non-heating months, therefore, cash needs for 
operations and construction are partially met through short-term 
borrowings. 

Capital expenditures fo r  Delta for fiscal 1999 are expected to 
be $6.8 million, of which $2.5 million was expended during the 
three months ended September 30, 1998. Delta generates internally 
only a portion of the cash necessary for its capital expenditure 
requirements and finances the balance of .its capital expenditures 
on an interim basis through the use of its borrowing capability 
under its short-term line of credit. The current available line of 
credit is $25 million, of which $7.1 million was borrowed at 
September 30, 1998. The line of credit, which is with Bank One, 
Kentucky, NA, requires renewal during November, 1998 at which time 
Delta plans to extend the line of credit through November,- 1999. 
These short-term borrowings are periodically repaid with the net 
proceeds from the sale of long-term debt and equity securities, as 
was done in March, 1998, when the net proceeds of $24.1 million 
from the sale of $25 million of debentures were used to repay 
short-term debt .and to redeem the Company's 9% debentures, that 
would have matured in 2011, in the amount of $10 million. 

. .. .. _ -  
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The primary cash flows during the three and twelve month 
periods ending September 30, 1998 and 1997 are summarized below: 

- 
Provided by (used in) 

Used in investing activities 
Operating activities 

Provided by financing 

Net increase (decrease) in 
activities 

cash and cash equivalents 

Provided by operating 

Used in investing activities 
activities 

Provided by financing 

Net increase (decrease) in 
activities 

cash and cash equivalents 0 

Three Months Ended September 30 
1998 1997 

$ (2,254,706) $ .--(13&.831) 
(2,262,654) (4,314,597) 

. F  

4,593,246 4,134,736 

$ 75,886 $ (310,692) 

Twelve Months Ended September 30 
1998 1997 

$ 7,124,680 $ 5,900,082 
(9,141,669) (15,485,538) 

2,041,680 9,495,115 

$ 24,691 $ (90,341) 

RESULTS OF OPERATIONS 

Operating Revenues 

The decrease in operating revenues for the three months 
ended September 30, 1998 of $280,000 was due primarily to a 
decrease in retail sales volumes of 38,000 Mcf (13.7%) .and a 
decrease in sales volumes to Resources customers of 55,000 Mcf 
(9 .6%) .  These decreases were partially offset by the general 
rate increase effective November 30, 1997. 

The increase in operating revenues for the twelve months 
ended September 30, 1998 of $665,000, was due primarily to the 
general rate increase effective November 30, 1997 and to 
increases in on-system and off-system transportation volumes of . 
510,000 Mcf and 216,000 Mcf, respectively. These increases were 
partially offset by a decrease in retail sales volumes of 245,000 
Mcf as a result of the warmer winter weather in 1998. Billed 
heating degree days were only 93% of thirty year average 
(“normalN) degree days for 1998 as compared with 103.6% in 1997. 

-- 

.. . _  .. 
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Operating Expenses 

The decreases in purchased gas expense of $588,000 and 
$1,996,000 for the three' and twelve months ended September 30, 
1998, respectively, were due primarily to the decreased gas 
purchases for retail sales resulting from the warmer winter 
weather in 1998 and decreases in the cost of gas purchas-ed for 
retail sales. 

-- *- 
The increases in depreciation and depletion expense for the 

three and twelve months ended September 30, 1998 of $93,000 and 
$484,000, respectively, were primarily due to additional 
depreciable plant. 

The changes in income taxes for the three and twelve months 
ending September 30, 1998 of $64,000 and $542,000, respectively, 
were primarily due to the changes in net income. 

The increases in interest charges for the three and twelve 
months ended September 30, 1998 of $130,000 and $630,000, 
respectiyely, were due primarily to increased borrowings for the 
periods. 

THE "YEAR 2000" ISSUE 

The Company is working to determine the potential impact of 
the Year 2000 on the ability of Delta's computerized information 
systems to accurately process information that may be date- 
sensitive. Any of Delta's programs that recognize a date using 
"00" as the Year 1900 rather than the Year 2000 could result in 
errors or system failures. The Company uses a number of computer 
programs across its entire operation. 

In recent years, Delta has replaced virtually all of its 
financial computer systems (both hardware and software) with 
systems from third party vendors who certify their .products as 
being Year 2000 compliant. 

The Company has established a Year 2000 committee, comprised 
of members of management, to coordinate an extensive inventory of 
all operational systems, including information technology (IT) 
hardware and software, as well as non-IT embedded systems such as 
process controls for gas delivery and metering systems. The 
purpose of this effort is to determine which items might be 
adversely affected by date-sensitive materials. In addition, the 
Company has been diligently working to insure that each of these 
items,are either repaired or replaced so as not to cause bgsiness 
interruption or data integrity problems on January 1, 2000. 
Moreover, Delta is currently in the process of testing its 
equipment to determine what work remains to be done in this regard. 
The Company has not completed its assessment, but currently 

8 
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believes that costs of addressing this issue will not have a 
material adverse impact on the Company's financial position. 

Like most businesses, the Company relies upon various 
suppliers and vendors in order to provide services and supplies to 
its customers. Delta understands that even though. it is taking 
necessary steps to prepare it could, nevertheless, be adversely 
affected by the failures and/or delays caused by any non-compliant 
equipment used by its suppliers or vendors. Therefore, Delta is 
currently gathering information regarding the steps its- "mTssion- 
critical" suppliers and vendors are taking to become Year 2000 
compliant. For instance, Delta intends to send each of these 
parties a letter inquiring about the nature and extent of their 
efforts. 

Although the Company intends to complete all Year 2000 
remediation and testing activities by the end of the third quarter 
of 1999, and although the Company has initiated Year 2000 
communications with significant customers, key vendors, service 
suppliers and other parties material to the Company's operations 
and is diligently monitoring the progress of such third parties in 
Year 2000 compliance, such third parties nonetheless represent a 
risk that cannot be assessed with precision or controlled with 
certainty,. 

The major applicat3.ons which pose the greatest Year 2000 risks 
for the Company if implementation of the Year 2000 compliance 
program is not successful are the gas delivery, metering and 
billing systems. Potential problems related to these systems 
include service interruptions to customers, interrupted revenue 
data gathering and poor customer relations resulting from delayed 
billing. 

The Company intends to develop contingency plans to address 
alternatives in the event that Year 2000 failures of automatic 
systems and equipment occur.. Preliminary discussions have been 
held regarding the contingency plan and a final contingency plan is 
scheduled to be completed by mid-year 1999. 

9 



PART I1 - OTHER INFORMATION 

ITEM 1. LEGAL PROCEEDINGS. 

The detailed information required by Item 1 has been disclosed 
in previous reports filed with the Commission and is unchanged from 
the information as presented in Item 3 of Form 10-K for .the _ L  period 
ending June 30, 1998. ._ - *- 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K. 

(a) Exhibits. No exhibits are required to be filed with 

(b) Reports on Form 8-K. No reports on Form 8-K have been 
filed by the Registrant during the quarter for which 
this report is filed. 

this report. 

SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 
1934, th6 Registrant has duly caused this report to be signed on 
its behalf by the undersigned thereunto duly authorized. 

DELTA NATURAL GAS COMPANY, INC. 
(Registrant ) 

(Duly Authorized Officer) 

Vde President - Finance, Secretary 
and Treasurer 
(Principal Financial Officer) 

=- 
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4. Please provide copies of prospectuses for any security issuances that took place for 
Delta from the end of 1996 through to date. 

RESPONSE 

See attached. 

WITNESS: John Hall 



PROSPECTUS 

Price to 
Public 

DELTA NATURAL GAS COMPANY, INC. 

$25,000,000 7.15% Debentures due 2018 

Underwriting 
Discount and Proceeds to 

Commissions( 1) Company(2) 

The 7.15% Debentures due 2018 (the “Debentures”) will be issued in the form of one global security (the 
“Global Security”) registered in the name of the nominee of The Depository Trust Company (the “Depository”), and 
such nominee will be the sole holder of the Debentures. An owner of an interest in the Debentures (“Beneficial 
Owner”) will not be entitled to the delivery of a definitive security except in limited circumstances. A Beneficial 
Owner’s interest in the Global Security will be recorded on and transfers will be effected only through records 
maintained by the Depository and its participants. See “Description of Debentures”. 

Interest on the Debentures is payable semi-annually on April 1 and October 1 of each year, commencing on 
October 1,1998. At the option of any deceased Beneficial Owner’s Representative (as defined below), interests in the 
Debentures are redeemable at 100% of their principal amount, plus accrued interest, at any time, subject to the 
maximum principal amounts of $25,000 per deceased Beneficial Owner and $750,000 in the aggregate for all deceased 
Beneficial Owners during the initial period ending April 1, 1999 and during each twelve-month period thereafter, 
within 60 days after presentment to the Depository of a satisfactory request for redemption by a deceased Beneficial 
Owner’s Representative. Otherwise, neither the Company nor a Beneficial Owner can require redemption of the 
Debentures until April 1,2003, although the Company may, but is not required to, redeem interests in the Debentures 
tendered in excess of the above limitations. After April 1, 2003, however, interests in the Debentures will be 
redeemable at 100% of the principal amount redeemed plus accrued interest to the redemption date, in whole or in 
part, at the option of the Company. There can be no assurance that a Beneficial Owner’s or a deceased Beneficial 
Owner’s interest in the Debentures will be redeemed before maturity. The Debentures will be unsecured obligations 
of the Company payable out of the Company’s general operating funds, and no mandatory sinking fund will exist to 
provide for the repayment of the indebtedness represented by the Debentures. See “Description of Debentures”. 

The Debentures will be issued in denominations of $1,000 or integral multiples thereof. 

There is no market for the Debentures, and no assurance can be given that one will develop. 

See “RISK FACTORS” commencing on page 5 for information that should be consid- 
ered by prospective investors. 

Per Debenture.. .................................................. 
........................................................... Total 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED 

UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

100% 3.25% 96.75% 
$25,000,000 $812,500 $24,187,500 

(1) The Company has agreed to indemnify Edward D. Jones & Co., L.P. (the “Underwriter”) against certain 

(2) Before deduction of expenses payable by the Company estimated at $85,000. 
liabilities, including liabilities under the Securities Act of 1933, as amended. See “Underwriting”. 

The Debentures are offered by the Underwriter, subject to prior sale, when, as and if issued to and accepted by 
the Underwriter, subject to its right to reject any order in whole or in part and subject to certain other conditions. The 
Debentures will bear interest from the date of delivery of the Global Security to the Underwriter, which is expected to 
be on or about March 27, 1998. 

Edward D. Jones & Co., L.P 
The date of this Prospectus is March 23,1998. 



AVAILABLE INFORMATION 

The Company has filed with the Securities and Exchange Commission (the “Commission”) a Registration 
Statement on Form S-2 with respect to the securities offered hereby (herein, together with all amendments and 
exhibits, referred to as the “Registration Statement”) under the Securities Act of 1933, as amended (the “Act”). This 
Prospectus does not contain all of the information set forth in such Registration Statement, certain parts of which are 
omitted in accordance with the Rules and Regulations of the Commission. For further information pertaining to these 
securities and the Company, reference is made to the Registration Statement. 

The Company is subject to the informational requirements of the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”), and in accordance therewith files reports, proxy statements and other information with the 
Commission. Reports, proxy and information statements, and other information filed by the Company can be 
inspected and copied at the public reference facilities maintained by the Commission at 450 Fifth Street, N.W., 
Washington, D.C. 20549, and at the following Regional Offices of the Commission: New York Regional Office, 75 
Park Place, New York, New York 10007; and Chicago Regional Office, 500 West Madison Street, Chicago, Illinois 
60661. Copies of such materials also can be obtained from the Public Reference Section of the Commission at 450 
Fifth Street, N.W., Washington, D.C. 20549, at prescribed rates. The Commission maintains an internet web site that 
contains reports, proxy and information statements, and other information regarding the Company, and the address 
of such site is http://www.sec.gov. 

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE 

The following documents, which have heretofore been filed by the Company with the Commission pursuant to 
the Exchange Act, are incorporated by reference into this Prospectus and shall be deemed to be a part hereof as of 
their respective dates: 

1. The annual report of the Company on Form 10-K for the fiscal year ended June 30,1997. 

2. The quarterly reports of the Company on Form 10-Q for the fiscal quarters ended September 30,1997, and 
December 31, 1997. 

Any statement contained in a document incorporated by reference herein or deemed to be incorporated by 
reference shall be deemed to be modified or superseded for purposes of this Prospectus to the extent that a statement 
contained herein or in any subsequently filed document which is deemed to be incorporated herein modifies or 
supersedes such statement. Any such statement so modified or superseded shall not be deemed, except as so modified 
or superseded, to constitute a part of this Prospectus. 

The Company will provide, without charge, to each person, including any beneficial owner, to whom this 
Prospectus is delivered, upon the written or oral request of any such person, a copy of any or all documents 
incorporated by reference into this Prospectus (without exhibits other than exhibits specifically incorporated by 
reference ,into such documents). Requests should be directed to: John F. Hall, Vice President - Finance, Secretary and 
Treasurer, Delta Natural Gas Company, Inc., 3617 Lexington Road, Winchester, Kentucky 40391, telephone number 
(606) 744-6171, Fax number (606) 744-6552. 

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS 
THAT STABILIZE, MAINTAIN, OR OTHERWISE AFFECT THE PRICE OF THE DEBENTURES. SUCH 

DICATE SHORT POSITIONS AND THE IMPOSITION OF PENALTY BIDS. FOR A DESCRIPTION OF 
THESE ACTIVITIES, SEE “UNDERWRITING”. 

TRANSACTIONS MAY INCLUDE STABILIZING THE PURCHASE OF DEBENTURES TO COVER SYN- 
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PROSPECTUS SUMMARY 

The following summary is qualiJied in its entirety by the more detailed information and consolidated financial 
statements (and notes thereto) contained elsewhere in this Prospectus and in the documents incorporated herein by 
reference. 

The Company 

Delta Natural Gas Company, Inc. (“Delta” or the “Company”), a regulated public utility organized in 1949, is 
engaged in the distribution and transmission of natural gas to approximately 38,000 residential, commercial and 
industrial customers in central and southeastern Kentucky. The Company also owns and operates underground 
storage facilities and certain oil and gas production properties and transports gas for others. 

The Company plans to continue its efforts to increase its retail customer base through continued expansion 
within its existing service areas and will continue to consider acquisitions of other gas systems. The Company also 
anticipates continuing activity in the gas storage, production and transportation areas and plans to pursue and 
increase these activities whenever practicable. 

The Offering 

Debentures Offered ........................... .$25,000,000 in aggregate principal amount 

Maturity ......................................... ..April 1, 2018 

Interest ........................................... .7.15% payable, semi-annually on each April 1 and October 1, commencing 
October 1,1998 

Beneficial Owner’s Redemption 
Privilege ....................................... .At the option of any deceased Beneficial Owner’s Representative, interests 

in the Debentures are redeemable at 100% of their principal amount, 
plus accrued interest, subject to the maximum principal amounts of 
$25,000 per deceased Beneficial Owner and $750,000 in the aggregate for 
all deceased Beneficial Owners during the initial period ending April 1, 
1999 and during each twelve-month period thereafter. See “Description 
of Debentures-Limited Right of Redemption upon Death of Beneficial 
Owner”. 

Company’s Redemption Privilege ......... .The Debentures can be redeemed by the Company, in whole or in part, 
upon not less than 30 days notice, on or after April 1, 2003, at 100% of 
the principal amount to be redeemed plus accrued interest to the 
redemption date. See “Description of Debentures-Redemption at the 
Option of the Company”. 

Use of Proceeds ................................. To redeem the Company’s outstanding 9% Debentures due 2011 and to 
reduce short-term notes payable. 



Summary Consolidated Financial Information 

The following table sets forth certain summary consolidated financial information of the Company and its 
subsidiaries and the ratio of earnings to fixed charges as of December 31,1997 and for the twelve months then ended, 
and as of and for each of the three fiscal years ended June 30,1997. The summary financial information is qualified by 
reference to the consolidated financial statements and other information and data set forth elsewhere in this 
Prospectus. 

For the Twelve 
Months Ended For the Fiscal Years Ended June 30, 

December 31,1997 19w 1996 1995 

INCOME DATA 

Operating Revenues ........................................ 

Operating Income ........................................... 

Net Income.. .................................................. 

Basic Earnings per Common Share ..................... 

Diluted Earnings per Common Share .................. 

Dividends Declared per Common Share .............. 

CAPITALIZATION 

Long-Term Debt (Including Current Portion) ....... 

Common Shareholders’ Equity.. ......................... 

Total Capitalization ................................... 

SHORT-TERM NOTES PAYABLE ......................... 

RATIO OF EARNINGS TO FIXED CHARGES(2) 

Actual.. ......................................................... 

Pro Forma(1) ................................................. 

$45,074,546 $42,169,185 $36,576,055 $31,844,339 

6,096,993 5,315,582 5,437,055 4,255,088 

2,038,238 1,724,265 2,661,349 1,917,735 

.87 .75 1.41 1.04 

.87 .75 1.41 1.04 

1.14 1.14 1.12 1.12 

December 31,1997 
Actual As Adjusted(1) 

$39,530,373 58.3% $54,530,373 65.9% 

28,255,698 41.7 28,255,698 34.1 

$67,786,071 - 100.0% $82,786,071 - 100.0% 

$19,395,000 $ 5,592,500 

For the Twelve 
Months Ended For the Fiscal Years Ended dune 30, 

December 31,1997 1997 1996 1995 

(1) Adjusted to reflect the issuance of the Debentures offered hereby and the application of the estimated net 
proceeds of $24,102,500 therefrom. See “Use of Proceeds and Capital Expenditures”. 

(2) The ratio of earnings to fixed charges represents the number of times that fixed charges are covered by earnings. 
Earnings for the calculation consist of net income before income taxes and fixed charges. Fixed charges consist of 
interest expense and amortization of debt expense. 
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RISK FACTORS 

Prospective purchasers should carefully consider, together with the other information contained and incorpo- 
rated by reference in this Prospectus, the following risk factors before purchasing the Debentures offered hereby. 
Prospective purchasers should note, in particular, that this Prospectus contains forward-looking statements and that 
actual results could differ materially from those contemplated by such statements. Prospective purchasers should also 
refer to the factors discussed under “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations-Factors That May Affect Future Results”. 

Factors Affecting the Gas Utility Industry and the Company’s Operations 

The natural gas utility industry in general and the Company’s operations in particular are subject to numerous 
regulations and uncertainties. Issues which have affected or may affect the Company from time to time include the 
following: 

Fluctuations in demand attributable to weather (see “Management’s Discussion and Analysis of Financial 

New business and operational requirements for gas supply resulting from changes in federal regulation of 

Competition with other sources of gas supply; 

Competition with alternative sources of energy (see “Business-Distribution and Transmission of Natural 

Condition and Results of Operations-Overview”); 

interstate pipelines; 

Gas”); 

Uncertainty in achieving an adequate return on invested capital due to inflation; 

Difficulty in obtaining rate increases from regulatory authorities in adequate amounts and on a timely basis 

Uncertainty in recovery of gas cost (gas supply, pipeline capacity and storage) through the Gas Cost Recovery 

Attrition in earnings produced by the combination of increasing expenses and the costs of new capital which 

(see “Business-Regulatory Matters”); 

clause of Delta’s rates (see “Business-Regulatory Matters”); 

may exceed allowed rates of return; 

The availability of pipeline transportation capacity necessary to secure supplies of gas; 

Bypass of the Company’s intrastate gas transportation system by customers installing private transmission 

Volatility in the price of natural gas; 

Increases in construction and operating costs; 

Environmental regulations and costs of environmental remediation; 

The possibility of state regulation requiring the unbundling of various elements of gas distribution and service 

mains from the interstate transmission system; 

(see “Business-Regulatory Matters”); 

service (see “Business-Distribution and Transmission of Natural Gas”); 
Rates and margin for gas transportation service and customer choice of transportation service without gas sales 

The possibility of change from cost-based rate regulation; and 

Uncertainty in the projected rate of growth of customers’ energy requirements. 

Absence of Public Market for Debentures 

There is no public trading market for the Debentures, and the Company does not inten, to apply for listing of the 
Debentures on any national securities exchange or for quotation of the Debentures on any automated dealer 
quotation system. The Company has been advised by the Underwriter that it presently intends to make a market in 
the Debentures after the consummation of the offering contemplated hereby, although the Underwriter is under no 
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obligation to do so, and may discontinue any market-making activities at any time without any notice. No assurance 
can be given as to the liquidity of the trading market for the Debentures or that an active public market for the 
Debentures will develop. If an active public trading market for the Debentures does not develop, the market price 
and liquidity of the Debentures may be adversely affected. If the Debentures are traded, they may trade at a discount 
from their initial offering price, depending on prevailing interest rates, the market for similar securities, performance 
of the Company, and certain other factors. 

Effects of Weather 

The Company’s business is influenced by seasonal weather conditions. The amount of gas sold and transported 
for central and space heating purposes and, to a lesser extent, water heating is directly related to the ambient air 
temperature. Consequently, more gas is sold and transported during the winter months than during the summer 
months, resulting in seasonal differences in revenues. Because the Company’s rates are set based on normal 
temperatures, warmer than normal temperatures will have an adverse impact on the Company’s revenues and 
earnings. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations”. 

THE COMPANY 

Delta is engaged primarily in the distribution, transmission and storage of natural gas with its facilities which are 
located in 20 counties in central and southeastern Kentucky. Delta serves 38,000 residential, commercial, industrial 
and transportation customers and makes transportation deliveries to several interconnected pipelines. 

Unless the context requires otherwise, references to Delta include Delta’s wholly-owned subsidiaries, Delta 
Resources, Inc. (“Resources”), Delgasco, Inc. (“Delgasco”), Deltran, Inc. (“Deltran”), Enpro, Inc. (“Enpro”) and 
TranEx Corporation (“TranEx”). Resources buys gas and resells it to industrial customers on Delta’s system and to 
Delta for system supply, Delgasco buys gas and resells it to Resources and to customers not on Delta’s system. 
Deltran operates an underground natural gas storage field that it leases from Delta. Enpro owns and operates 
production properties and undeveloped acreage. TranEx owns a 43 mile intrastate pipeline. Delta and its subsidiaries 
are under common executive management. 

Delta’s principal executive offices are located at 3617 Lexington Road, Winchester, Kentucky 40391. Its 
telephone number is (606) 744-6171, its Fax number is (606) 744-6552 and its internet address is www.deltagas.com. 

SYSTEM MAP 

This map displays Delta’s service area. The map is an outline of the state of Kentucky with symbols indicating the 
location of Delta’s corporate office, branch offices, communities served, storage facilities and transmission lines. The 
map also indicates the location of interstate supply lines from which Delta receives a’portion of its supply. 

Branchoffices 
E Other communities served 
am Storage 
m Transmission lines 

Servicearea J!& 
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USE OF PROCEEDS AND CAPITAL EXPENDITURES 

The net proceeds to Delta from the sale of the Debentures, after deducting the underwriter’s commission and the 
other expenses of the offering, are estimated to be approximately $24,102,500 and will be used to (i) redeem Delta’s 
9% Debentures due 2011, the outstanding principal amount of which, as of March 4,1998, was $10,000,000; (ii) pay an 
early redemption premium of $300,000 on the 9% Debentures; and (iii) reduce short-term notes payable, which at 
March 4, 1998 were $16,425,000. The short-term notes payable were incurred pursuant to Delta’s bank credit line 
under a $25,000,000 revolving credit loan agreement that expires November 15,1998 and bears interest based, at the 
option of the Company, on either the daily prime rate or certain certificate of deposit rates, which interest rate as of 
March 4, 1998 was 6.835%. Delta’s short-term notes payable were incurred to provide funds for general operating 
expenses and capital expenditures. The capital expenditures were made primarily for replacement and upgrading of 
existing facilities, system extensions, and development of an underground storage field. Delta’s capital expenditures 
were $16,649,000, $13,373,000 and $8,123,000 in fiscal years 1997, 1996 and 1995, respectively. For the six months 
ended December 31, 1997, Delta’s capital expenditures were $7,660,000, and Delta estimates total capital expendi- 
tures for fiscal 1998 at $11,600,000. Capital expenditures for fiscal 1999 are estimated at $8,000,000 and will be 
primarily used for system extensions and the replacement and improvement of existing facilities. Capital expenditures 
are financed through internally generated funds and short-term borrowings. Such borrowings are replaced from time 
to time with long-term debt and equity financings, the amount and types of which depend upon the Company’s capital 
needs and market conditions. 

CONSOLIDATED CAPITALIZATION 

The following tables set forth the consolidated capitalization and short-term debt of the Company as of 
December 31,1997, and as adjusted to reflect the issuance of the Debentures offered hereby and the application of the 
net proceeds as described in “Use of Proceeds and Capital Expenditures”. This table should be read in conjunction 
with the Company’s consolidated financial statements and notes thereto appearing elsewhere in this Prospectus. 

Long-term debt (including current portion) 

9% Debentures, due 2011 ....................................... 
6 %% Debentures, due 2023 .................................... 

8.3% Debentures, due 2026 ..................................... 
7.15% Debentures, d 

Other long-term debt 

Total long-term debt ............. 

Common shareholders’ equity 

Common shares, par value $1 per share 

Authorizedd,000,000 shares 
Outstanding-2,361,922 shares ...... 

Premium on common shares .................................... 
Capital stock expense.. ........................................... 
Retained earnings.. ................................................ 

Total common shareholders’ equity.. ................... 
Total capitalization ......... 

Short-term notes payable .............................................. 

Actual 

$10,000,000 

13,325,000 

15,000,000 
- 

1,205,373 

$39,530,373 

$ 2,361,922 

27,528,243 

(1,917,020) 

282,553 

$28,255,698 

$67,786,071 

$19,395,000 

As Adjusted 

- $ 

13,325,000 

15,000,000 

25,000,000 

1,205,373 

58.3% $54,530,373 65.9% 

$ 2,361,922 

27,528,243 

(1,917,020) 

282,553 
- 41.7% $28,255,698 34.1% 
M Y o  - $82,786,071 - - 100.0% 

$ 5,592,500 
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SELECTED CONSOLIDATED FINANCIAL INFORMATION 

The following tables set forth certain selected consolidated financial information of the Company and the ratio of 
earnings to fixed charges as of December 31,1997 and for the twelve months then ended and as of and for each of the 
five fiscal years ended June 30, 1997. The selected consolidated financial information is qualified by reference to the 
consolidated financial statements and other information and data set forth elsewhere in this Prospectus. 

Summary of Operations ($) 

Operating revenues 
Operating income ............. 
Net income ............. 

Basic earnings per common 
share ........................... 

Diluted earnings per 
common share ... 

Dividends declared per 
common share ............... 

Average Number of Common 

Total Assets ($) ...................... 
Capitalization ($) 

Shares Outstanding.. . 

Common shareholders’ 

Long-term debt.. ............... 

subsequent to year end.. .. 
Total capitalization ............ 

Short-Term Debt ($) (c) ........... 

Capital expenditures .......... 

Notes payable refinanced 

Other Items ($) 

Gross plant ...................... 
Ratio of Earnings to Fixed 

Charges( d) 

Pro forma(e) .................... 

As of and for 
the Twelve 

Months 
Ended 

December 31, 
1997 

45,074,546 
6,096,993 
2,038,238 

.87 

.87 

1.14 

2,342,910 
105,259,338 

28,255,698 
37,976,596 

- 

66,232,294 
20,948,777 

14,236,815 
123,913,386 

1 . 7 8 ~  
1 . 7 4 ~  

As of and for the Fiscal Years Ended June 30, 
1997(a) 1996(a) 1995 1994(b) 1993 

42,169,185 36,576,055 31,844,339 34,846,941 31,221,410 
5,315,582 5,437,055 4,255,088 4,850,673 4,791,816 
1,724,265 2,661,349 1,917,735 2,671,001 2,620,664 

.75 1.41 1.04 1.50 1.60 

.75 1.41 1.04 1.50 1.60 

1.14 1.12 1.12 1.11 1.09 

2,294,134 1,886,629 1,850,986 1,775,068 1,635,945 
96,681,165 81,140,637 65,948,716 61,932,480 55,129,912 

29,474,569 23,628,323 22,511,513 22,164,791 17,501,045 
38,107,860 24,488,916 23,702,200 24,500,000 19,596,401 

- - - - 18,075,000 
67,582,429 66,192,239 46,213,713 46,664,791 37,097,446 
12,852,600 1,084,800 6,732,700 3,205,000 7,729,000 

16,648,994 13,373,416 8,122,838 7,374,747 6,289,508 
116,829,158 98,795,623 84,944,969 77,882,135 71,187,860 

(a) During July, 1996, $15,000,000 of debentures and 400,000 shares of common stock were sold, and the proceeds 
were used to repay short-term debt and for general corporate purposes. The balance of the note payable at June 
30, 1996 ($18,075,000) is included in total capitalization as a result of the subsequent refinancing. 

(b) During October, 1993, $15,000,000 of debentures and 170,000 shares of common stock were sold, and the 
proceeds were used to repay short-term debt and to refinance certain long-term debt. 

(c) Includes current portion of long-term debt. 
(d) The ratio of earnings to fixed charges represents the number of times that fixed charges are covered by earnings. 

Earnings for the calculation consist of net income before income taxes and fixed charges. Fixed charges consist of 
interest expense and amortization of debt expense. 

(e) As adjusted to reflect the issuance of the Debentures offered hereby and the application of the net proceeds 
therefrom. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

For complete consolidated financial statements of the Company, 
see Pages F-1 through F-13. 

Overview 

The Company’s utility operations are subject to regulation by the Public Service Commission of Kentucky 
(“PSC”), which plays a significant role in determining the Company’s return on equity. The PSC approves rates that 
are intended to permit a specified rate of return on investment. The Company’s rate tariffs allow the cost of gas to be 
passed through to customers. See “Business-Regulatory Matters”. 

The Company’s business is temperature-sensitive. Accordingly, the Company’s operating results in any given 
period reflect, in addition to other factors, the impact of weather, with colder temperatures generally resulting in 
increased sales by the Company. The Company anticipates that this sensitivity to seasonal and weather conditions will 
continue to be so reflected in the Company’s operating results in future periods. 

Liquidity and Capital Resources 

Because of the seasonal nature of Delta’s sales, the smallest proportion of cash generated from operations is 
received during the warmer months when sales volumes decrease considerably. Additionally, most construction 
activity takes place during the non-heating season because of more favorable weather conditions. During the warmer, 
non-heating months, therefore, cash needs for operations and construction are partially met through short-term 
borrowings. 

Capital expenditures for Delta for fiscal 1998 are expected to be $12,600,000, of which $7,660,000 was expended 
during the six months ended December 31,1997. Delta generates internally only a portion of the cash necessary for its 
capital expenditure requirements and finances the balance of its capital expenditures on an interim basis through the 
use of its borrowing capability under its short-term line of credit. The current available line of credit is $25,000,000, of 
which $19,400,000 was borrowed at December 31, 1997. The line of credit, which is with Bank One, Kentucky, NA, 
expires during November, 1998. These short-term borrowings are periodically repaid with the net proceeds from the 
sale of long-term debt and equity securities, as was done in July, 1996 when the net proceeds of $20,400,000 from the 
sale of $15,000,000 of debentures and 400,000 shares of common stock were used to repay short-term debt and for 
working capital. 

The primary cash flows during the twelve months ended December 31,1997 and the fiscal years ended June 30, 
1997, 1996 and 1995 are summarized below: 

’helve Months 

Fiscal Years Ended Ended 
December 31, 

1997 June 30,1997 June 30,1996 June 30,1995 

Provided by operating activities.. .................. $ 5,902,623 $ 6,209,226 $ 3,094,809 $ 6,943,183 

Used in investing activities .......................... (14,236,815) (16,648,994) (13,373,416) (8,122,838) 

Provided by financing activities 8,760,395 10,768,558 10,294,461 1,158,887 

Net increase (decrease) in cash and cash 

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

equivalents ............................................ $ 426,203 $ 328,790 $ 15,854 $ (20,768) 

Cash provided by operating activities consists of net income and noncash items including depreciation, depletion, 
amortization and deferred income taxes. Additionally, changes in working capital are also included in cash provided 
by operating activities. The Company expects that internally generated cash, coupled with short-term borrowings, will 
be sufficient to satisfy its operating, normal capital expenditure and dividend requirements. 
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Results of Operations 

Operating Revenues 

The increase in operating revenues of $2,906,000 for the twelve months ended December 31, 1997 over fiscal 
1997 was due primarily to increases in the cost of gas purchased that were reflected in rates billed to customers 
through Delta’s gas cost recovery clause and to the general rate increase effective November 30, 1997. On-system 
transportation volumes for the twelve months ended December 31, 1997 increased 431,000 Mcf, or 15.1% as 
compared with fiscal 1997. Retail sales volumes increased 109,000 Mcf, or 2.5%, as heating degree days billed were 
107% of the thirty year average (“normal”) degree days for the twelve months ended December 31, 1997 as 
compared with 103% for fiscal 1997. 

The increase in operating revenues of $5,593,000 for fiscal 1997 was due primarily to increases in the cost of gas 
purchased that were reflected in rates billed to customers through Delta’s gas cost recovery clause. This was partially 
offset by a decrease in retail sales volumes of 406,000 Mcf as a result of the warmer winter weather in fiscal 1997. 
Billed degree days were 103% of normal for fiscal 1997 as compared with 112% for fiscal 1996. In addition, on-system 
transportation volumes for fiscal 1997 increased 293,000 Mcf, or 11.4%. 

The increase in operating revenues of $4,732,000 for fiscal 1996 was due primarily to an increase in retail sales 
volumes of 980,000 Mcf as a result of the colder winter weather in fiscal 1996. Billed degree days were 112% of normal 
for fiscal 1996 as compared with 89% for fiscal 1995. In addition, on-system transportation volumes for fiscal 1996 
increased 180,000 Mcf, or 8%. These increases were partially offset by decreases in the cost of gas purchased that were 
reflected in rates billed to customers through Delta’s gas cost recovery clause and by a decrease in off-system 
transportation volumes of 318,000 Mcf, or 22%, due primarily to reduced deliveries from local producers. 

Operating Expenses 

The increase in purchased gas expense of $1,298,000 for the twelve months ended December 31,1997 over fiscal 
1997 was due primarily to increases in the cost of gas purchased for retail sales and increased gas purchases for retail 
sales resulting from the colder winter weather during the twelve months ended December 31,1997. 

The increase in purchased gas expense of $5,875,000 for fiscal 1997 was due primarily to increases in the cost of 
gas purchased for retail sales. The increase was partially offset by the decreased gas purchases for retail sales resulting 
from the warmer winter weather in fiscal 1997. 

The increase in purchased gas expense of $1,893,000 for fiscal 1996 was due primarily to the increased gas 
purchases for retail sales resulting from the colder winter weather during fiscal 1996. The increase was partially offset 
by decreases in the cost of gas purchased for retail sales. 

The increase in operation and maintenance expenses of $640,000 during fiscal 1996 was due primarily to 
increases in payroll and related benefit costs. 

The increases in depreciation expense during the twelve months ended December 31,1997, fiscal 1997 and fiscal 
1996 of $266,000, $424,000 and $327,000, respectively, were due primarily to additional depreciable plant. 

The increases in taxes other than income taxes during the twelve months ended December 31,1997 over fiscal 
1997 and fiscal 1996 over fiscal 1995 of $105,000 and $173,000, respectively, were primarily due to increased property 
taxes which resulted from increased plant and property valuations, and to increased payroll taxes, which resulted from 
increased wages. 

Changes in income taxes during the twelve months ended December 31, 1997, fiscal 1997 and fiscal 1996 of 
approximately $189,000, $595,000 and $517,000, respectively, were primarily due to changes in net income. 

Interest Charges 

The increase in interest on long-term debt during fiscal 1997 of $1,146,000 was due primarily to the issuance 
during July, 1996 of the $15,000,000 of 8.3% Debentures due 2026. 

1997 was due primarily to increased average short-term borrowings. 
The increase in other interest charges of $304,000 during the twelve months ended December 31,1997 over fiscal 
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The decrease in other interest charges during fiscal 1997 of $348,000 was due primarily to decreased average 
short-term borrowings as short-term debt was repaid with the net proceeds from the sale of long-term debt and equity 
securities during July, 1996. 

The increase in other interest charges during fiscal 1996 of $448,000 was due primarily to increased average short- 
term borrowings and increased average interest rates. 

Basic Earnings Per Common Share 

For the twelve months ended December 31,1997 and fiscal 1997, basic earnings per common share were diluted, 
as compared with previous periods, by the increased average common shares outstanding that resulted from the 
additional 400,000 shares of common stock issued in July, 1996, as well as the common shares issued under Delta’s 
dividend reinvestment plan and shares issued to employees during the periods. 

Balance Sheet 

The Company experienced significant fluctuations in Balance Sheet line items on December 31,1997 compared 
with June 30, 1997. Those differences were primarily the result of seasonal changes in Accounts Receivable, Gas in 
Storage, Prepayments and Accounts Payable. 

Factors That May Affect Future Results 

Statements in Management’s Discussion and Analysis of Financial Condition and Results of Operations and the 
other sections of this Prospectus to which it refers, that are not statements of historical fact, are forward-looking 
statements, which concern (among other things) the impact of changes in the cost of gas, projected capital 
expenditures, sources of cash to fund expenditures and regulatory recovery mechanisms. Such statements are 
accordingly subject to important risks and uncertainties which could cause the Company’s actual results to differ 
materially from those expressed in any such forward-looking statements made herein. The aforesaid uncertainties 
include, but are not limited to: uncertainty as to the regulatory allowance of recovery of changes in the cost of gas, 
uncertain demands for capital expenditures, the availability of cash from various sources and uncertainty as to 
regulatory approval of the full recovery of costs and regulatory assets. See “Risk Factors”. 

The “Year 2000” Issue 

Many computer systems are currently based on storing two digits to identify the year of a transaction (for 
example, “97” for 1997), rather than a full four digits, and are not programmed to consider the start of a new century. 
Significant processing inaccuracies and even inoperability could result in the year 2000 and thereafter. The Company’s 
principal computer systems are currently capable of processing the year 2000, or are in the process of being upgraded 
or replaced by systems that are similarly capable. The Company does not expect that the costs of addressing the “Year 
2000” issue will have a material impact on the Company’s financial position or results of operations. 
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BUSINESS 

Summary of Business Development 

In 1951, Delta established its first retail gas distribution system, which provided service to 300 customers in 
Owingsville and Frenchburg, Kentucky. As a result of acquisitions, as well as expansions of its customer base within 
its existing service areas, Delta currently provides retail gas distribution service to 38,000 customers in central and 
southeastern Kentucky and, additionally, provides transportation service to industrial customers and interconnected 
pipelines located in the area. 

During fiscal 1996, Delta acquired leases for 8,000 acres on Canada Mountain in Bell County, Kentucky, for the 
storage of natural gas. Delta has completed the development of the property as an underground natural gas storage 
facility with an estimated capacity to store 4,000,000 Mcf of natural gas. This storage facility permits Delta to purchase 
and store gas during the non-heating months and withdraw and sell the gas during the peak usage winter months. 

Distribution and Transmission of Natural Gas 

The Company purchases and produces gas for distribution to its retail customers and also provides transporta- 
tion service to industrial customers and inter-connected pipelines with its facilities that are located in 20 predomi- 
nantly rural counties in central and southeastern Kentucky. The economy of Delta’s service area is based principally 
on coal mining, farming and light industry. The communities in Delta’s service area typically contain populations of 
less than 20,000. The four largest service areas are Nicholasville, Corbin, Berea and Middlesboro, where Delta serves 
6,700, 6,500, 4,000 and 3,700 customers, respectively. 

The communities served by Delta continue to expand, resulting in growth opportunities for the Company. 
Industrial parks have been developed in certain areas and have resulted in new industrial customers, some of which 
are on-system transportation customers. As a result of this growth, Delta’s total customer count increased by 3.4% for 
the twelve months ended December 31,1997. 

Currently, over 99% of Delta’s customers are residential and commercial. Delta’s remaining, light industrial 
customers purchased approximately 7% of the total volume of gas sold by Delta at retail during the twelve months 
ended December 31,1997. 

The Company’s revenues are affected by various factors, including rates billed to customers, the cost of natural 
gas, economic conditions in the areas that the Company serves, weather conditions and competition. Delta competes 
for customers and sales with alternative sources of energy, including electricity, coal, oil, propane and wood. The 
Company’s marketing subsidiaries, which purchase gas and resell it to various industrial customers and others, also 
compete for their customers with producers and marketers of natural gas. Gas costs, which the Company is generally 
able to pass through to customers, may influence customers to conserve, or, in the case of industrial customers, to use 
alternative energy sources. Also, the potential bypass of Delta’s system by industrial customers and others is a 
competitive concern that Delta has addressed and will continue to address as the need arises. 

Delta’s retail sales are seasonal and temperature-sensitive as the majority of the gas sold by Delta is used for 
heating. This seasonality impacts Delta’s liquidity position and its management of its working capital requirements 
during each twelve month period, and changes in the average temperature during the winter months impact its 
revenues year-to-year. See “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations”. 

Retail gas sales for the twelve months ended December 31,1997 were 4,408,000 Mcf, generating $34,951,000 in 
revenues, as compared to 4,299,000 Mcf and $33,561,000 in revenues for fiscal 1997. Heating degree days billed during 
the twelve months ended December 31, 1997 were 107% of normal as compared with 103% in fiscal 1997. Sales 
volumes increased by 109,000 Mcf, or 2.5%, for the twelve months ended December 31,1997 as compared to fiscal 
1997. 

Delta’s transportation of natural gas during the twelve months ended December 31,1997 generated revenues of 
$4,124,000 as compared with $3,596,000 during fiscal 1997. Of the total transportation for the twelve months ended 
December 31,1997, $3,686,000 (3,294,000 Mcf) and $438,000 (1,372,000 Mcf) were earned for transportation for on- 

12 



system and off-system customers, respectively. Of the total transportation for fiscal 1997, $3,214,000 (2,863,000 Mcf) 
and $382,000 (1,205,000 Mcf) were earned for transportation for on-system and off-system customers, respectively. 

As an active participant in many areas of the natural gas industry, Delta plans to continue its efforts to expand its 
gas distribution system. Delta continues to consider acquisitions of other gas systems, some of which are contiguous to 
its existing service areas, as well as expansion within its existing service areas. During November, 19%, Delta acquired 
the City of North Middletown gas system in Bourbon County, consisting of 180 primarily residential customers. 
During July, 1997, Delta purchased the gas system of Annville Gas & Transmission Corporation in Jackson County, 
which serves several industrial and residential customers. This system was expanded by Delta during the first part of 
fiscal 1998 to provide gas service to customers in the City of Annville. 

The Company also anticipates continuing activity in gas production and transportation and plans to pursue and 
increase these activities wherever practicable. The Company will continue to consider the construction or acquisition 
of additional transmission, storage and gathering facilities to provide for increased transportation, enhanced supply 
and system flexibility. During June, 1997, Delta acquired TranEx Corporation, which owns a 43 mile, 8 inch diameter 
steel pipeline that extends from Clay County to Madison County. Delta is utilizing the pipeline to deliver natural gas 
for injection into its Canada Mountain storage field as well as for a portion of Delta’s system supply. 
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Operating Statistics 

Set forth in the following table is information indicative of Delta's business during the periods indicated . 

For the 
'helve Months 

Ended 
December 31. 

1997 

Retail Customers Served. End of Period 
..................................... 32. 637 

.................................... 5. 081 
Industrial ........................................ 71 

Total ...................... 37. 789 .......... 

Operating Revenues ($000) 
Residential sales .................. .. 20. 526 

Commercial sales ......... ............. 12. 449 

Industrial sales .......... ............. 1. 976 

On-system transportation .................... 3. 686 
Off-system transportation ............................. 438 

.............................. 5. 889 

.............................. 111 

45. 075 

System Throughput (Million Cu . Ft.) 
Residential sales .......... ............ 2. 528 

Commercial sales .............................. 1. 591 
Industrial sales ............................ 289 

4. 408 Total retail sales ............... 
On-system transportation .................. 3. 294 
Off-system transportation ............................. L 1 372 

Total ............. .................. 9. 074 

Average Annual Consumption Per End 
of Period Residential Customer 
(Thousand Cu . Ft.) ............................ 77 

Lexington. Kentucky Degree Days 
................................. 5 .  073 

107.3 

7.93 

4.73 

Percent of 30 year average (4. 727) ............. 

Average Revenue Per Mcf Sold at Retail ($) ......... 

Average Gas Cost Per Mcf Sold at Retail ($) ......... 

For the Fiscal Years Ended June 30. 
1997 1996 1995 1994 1993 ..... 

31. 380 29. 840 

4. 761 4. 453 
74 75 

36215 34, 368 
-- 

L- 

19. 694 16. 540 
11. 977 9. 788 

1. 890 1. 483 
3. 214 2. 913 

382 418 

4. 904 5. 297 

108 137 

42. 169 36. 576 
-- 

2. 464 2. 741 
1. 557 1. 673 

278 291 

4, 299 4, 705 
2, 863 2, 570 
1205 1, 134 

8. 367 8. 409 

-- 

L- 

-- 

79 92 

4. 869 5. 280 

103.0 111.7 

7.81 5.91 

4.62 2.81 

29. 029 

4. 287 
72 

33. 388 

14. 772 

8. 673 

1. 248 
2. 588 

461 

3. 959 
143 

31. 844 

2. 173 
1. 328 

223 

3. 724 
2. 390 
1. 452 

7. 566 

75 

4. 215 

89.2 

6.63 

3.37 

27. 939 

4. 242 

76 

32. 257 

16. 597 
9. 663 

1. 671 

2. 310 
623 

3. 755 

228 

34. 847 

2. 511 
1. 506 

316 

4. 333 
2. 186 
1. 997 

8. 516 

90 

4. 999 

105.8 

6.44 

3.34 

27. 293 

4. 093 
75 

31. 461 

14. 578 

8. 269 

1. 383 
2. 451 

836 

3. 532 

172 

31. 221 

2. 341 
1. 368 

281 

3. 990 
2. 248 
2. 668 

8. 906 

86 

4. 688 

99.2 

6.07 

2.90 
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Gas Supply 

Delta receives its gas supply from a combination of interstate and Kentucky sources. 

Delta’s interstate gas supply is transported and/or stored by Tennessee Gas Pipeline Company (“Tennessee”), 
Columbia Gas Transmission Corporation (“Columbia”), Columbia Gulf Transmission Company (“Columbia Gulf”) 
and Texas Eastern Transmission Corporation (“Texas Eastern”). Delta acquires its interstate gas supply from gas 
marketers. 

Delta’s agreements with Tennessee extend until 2000 and thereafter continue on a year-to-year basis until 
terminated by either party. Tennessee is obligated under the agreements to transport up to 17,600 Mcf per day for 
Delta. Delta acquires its gas for transportation by Tennessee under an agreement with a gas marketer. During the 
twelve months ended December 31,1997, Delta purchased 1,806,000 Mcf from the gas marketer under an agreement 
that extends through April, 1999. 

Delta’s agreements with Columbia and Columbia Gulf extend until 2008 and thereafter continue on a year-to- 
year basis until terminated by one of the parties to the particular agreement. Columbia and Columbia Gulf are 
obligated under the agreements to transport up to 12,000 Mcf per day and 4,000 Mcf per day, respectively, for Delta. 
Delta acquires its gas for transportation by Columbia and Columbia Gulf under agreements with a gas marketer. 
During the twelve months ended December 31,1997, Delta purchased a total of 909,000 Mcf from the gas marketer 
under agreements that extend through April, 2000. 

Delta has an agreement with The Wiser Oil Company (“Wiser”) to purchase natural gas from Wiser through 
October, 1999. Delta and Wiser annually determine the daily deliverability from Wiser, and Wiser is committed to 
deliver that volume. Wiser currently is obligated to deliver 9,900 Mcf per day to Delta through October 31,1998 and 
8,910 Mcf per day on and after November 1, 1998. Delta purchased 1,670,000 Mcf from Wiser during the twelve 
months ended December 31, 1997. 

Delta has agreements with Enpro to purchase all the natural gas produced from Enpro’s wells on certain leases in 
Bell, Knox and Whitley Counties, Kentucky. These agreements remain in force so long as gas is produced in 
commercial quantities from the wells on the leases. Remaining proved, developed natural gas reserves are estimated 
at 4,400,000 Mcf. Delta purchased a total of 198,000 Mcf from those properties during the twelve months ended 
December 31,1997. Enpro also produces oil from certain of these leases, but oil production has not been significant. 

Delta purchases gas under agreements with various marketers and Kentucky producers. The combined volumes 
of gas purchased from these sources during the twelve months ended December 31, 1997 were 55,000 Mcf. 

Resources and Delgasco purchase gas under agreements with marketers and Kentucky producers. The gas is 
resold to industrial customers on Delta’s system, to Delta for system supply and to others. The combined volumes of 
gas purchased by Resources and Delgasco from these sources during the twelve months ended December 31, 1997 
were 2,965,000 Mcf. 

Delta has completed the development of an underground natural gas storage field with an estimated eventual 
working capacity of 4,000,000 Mcf. See “Business-Properties”. This field has been used to provide a portion of 
Delta’s winter supply needs since 1996. This storage capability permits Delta to purchase and store gas during the 
non-heating months, and then withdraw and sell the gas during the peak usage months. 

Although there are competitors for the acquisition of gas supplies, Delta continues to seek additional new gas 
supplies from all available sources, including those in the proximity of its facilities in southeastern Kentucky. Also, 
Resources and Delgasco continue to pursue acquisitions of new gas supplies from Kentucky producers and others. 

Some producers in Delta’s service area can access certain pipeline delivery systems other than Delta, which 
provides competition from others for transportation of such gas. Delta will continue its efforts to purchase or 
transport any natural gas available that is produced in reasonable proximity to its facilities. Delta will continue to 
maintain an active gas supply management program that emphasizes long-term reliability and the pursuit of cost 
effective sources of gas for its customers. 
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Regulatory Matters 

Delta is subject to the regulatory authority of the Public Service Commission of Kentucky (“PSC”) with respect 
to various aspects of Delta’s business, including rates and service to retail and transportation customers. The 
Company monitors the need to file a general rate case as a way to adjust its sales prices. Delta currently has no general 
rate cases filed with the PSC. The history of Delta’s general rate cases since 1985 is as follows: 

Annual 
Revenue Test Year Authorized 
Increase Annual Revenue Increase Approved (’helve Months Return on 

May 31,1985 $1,600,000 November 15,1985 $ 452,000 March 31, 1985 15.0% 
Date of Application Requested Date Effective Amount Ended) Common Equity 

December 30,1985 $ 77,000 
January 28,1986 $ 154,000 

December 14,1990 $2,937,000 May 23,1991 $2,050,000 June 30,1990 (a) 

March 14,1997 $2,962,000 November 30,1997 $l,670,000(b) December 31,1996 1 1.6 Yo (c) 

(a) Delta requested a 14% return on common equity. The rate case was settled with all intervenors and approved by 

(b) The PSC has granted a rehearing, scheduled for April 2,1998, on tax-related items that could result in $157,000 of 

(c) Delta requested a 13% return on common equity. 

the PSC. No specific return on common equity was stated in the settlement. 

additional annual revenues. 

Delta currently has a Gas Cost Recovery (“GCR”) clause, which permits changes in Delta’s gas costs to be 
leflected in the rates charged to customers. The GCR requires Delta to make quarterly filings with the PSC, but such 
procedure does not require a general rate case. Although the PSC is allowing Delta through its GCR clause to recover 
its costs in connection with its recently developed storage facilities on Canada Mountain (see “Business-Summary of 
Business Development”), this recovery through rates, which amounts to approximately $0.56 per Mcf, is currently 
under review by the PSC and thus is currently being billed to Delta’s customers subject to refund. Delta can currently 
predict neither the outcome of this review nor the impact on Delta’s rates, if any. 

During 1997, the PSC established a proceeding to investigate affiliate transactions. Delta is a party to this 
proceeding, and Delta responded to a PSC data request relating to Delta’s subsidiaries. Delta can currently predict 
neither the outcome of this proceeding nor the impact on Delta’s rates, if any. 

The PSC convened meetings during 1997 with various regulated utilities and other interested parties to discuss 
the potential unbundling of natural gas rates and services in Kentucky. Delta participated actively in these meetings 
and plans to continue to provide comments in future discussions concerning regulatory and legislative issues relating 
to unbundling. 

In addition to PSC regulation, Delta may obtain non-exclusive franchises from the cities and communities in 
which it operates authorizing it to place its facilities in the streets and public grounds. However, no utility may obtain 
a franchise until it has obtained from the PSC a Certificate of Convenience and Necessity authorizing it to bid on the 
franchise. Delta holds franchises in four of the ten cities in which it maintains branch offices and in seven other 
communities it serves. In the other cities and communities served by the Company, either Delta’s franchises have 
expired, the communities do not have governmental organizations authorized to grant franchises, or the local 
governments have not required or do not want to offer a franchise. Delta attempts to acquire or reacquire franchises 
whenever feasible. 

Without a franchise, a local government could require Delta to cease its occupation of the streets and public 
grounds or prohibit Delta from extending its facilities into any new area of that city or community. To date, the 
absence of a franchise has had no adverse effect on Delta’s operations. 
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Properties 

Delta owns its corporate headquarters in Winchester, Kentucky. In addition, Delta owns buildings used for 
branch operations in nine of the cities it serves and rents an office building in one other city. Also, Delta owns a 
building in Laurel County used for training as well as equipment and materials storage. 

The Company owns approximately 1,960 miles of natural gas gathering, transmission, distribution and service 
lines. These lines range in size up to twelve inches in diameter. There are no significant encumbrances on these assets. 

Delta holds leases for the storage of natural gas under approximately 8,000 acres located in Bell County, 
Kentucky. This property was developed for the underground storage of natural gas and has an estimated capacity to 
store 4,000,000 Mcf of gas. 

Delta owns the rights to any oil and gas underlying approximately 3,500 acres in Bell County. Portions of these 
properties are used by Delta for the storage of natural gas. The maximum capacity of the storage facilities is 550,000 
Mcf. These properties otherwise are currently non-producing, and no reserve studies have been undertaken on the 
properties. 

Enpro owns interests in certain oil and gas leases relating to approximately 11,000 acres located in Bell, Knox 
and Whitley Counties. There presently are 56 gas wells and 7 oil wells producing from these properties. Enpro’s 
remaining proved, developed natural gas reserves are estimated at 4,400,000 Mcf. Oil production from the property 
has not been significant. Also, Enpro owns the oil and gas underlying 11,500 additional acres in Bell, Clay and Knox 
Counties. These properties are currently non-producing, and no reserve studies have been performed on the 
properties. 

Under the terms of an agreement with a producer relating to approximately 14,000 acres of Enpro’s undeveloped 
holdings, the producer is conducting exploration activities on the acreage. Enpro reserved the option to participate in 
wells drilled and also retained certain working and royalty interests in any production from future wells. 

There are no significant encumbrances on the Company’s assets. 

Employees 

On December 31,1997, Delta had 181 full-time employees. Delta considers its relationship with its employees to 
be satisfactory. Delta’s employees are not represented by unions or subject to any collective bargaining agreements. 

Legal Proceedings 

impact on the financial condition or results of operations of the Company. 
Delta and its subsidiaries are not parties to any legal proceedings which are expected to have a materially adverse 
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DESCRIPTION OF DEBENTURES 

General 

The Debentures are to be issued under an Indenture dated as of March 1, 1998 (the “Indenture”), by and 
between the Company and The Fifth Third Bank, Cincinnati, Ohio, as Trustee. A copy of the Indenture has been filed 
as an exhibit to the Registration Statement of which this Prospectus is a part. The terms of the Debentures include 
those stated in the Indenture and those made a part of the Indenture by reference to the Trust Indenture Act of 1939 
(the “Trust Indenture Act”) as in effect on the date of the Indenture. Potential investors are referred to the Indenture 
and the Trust Indenture Act for a statement of such terms. The following statements relating to the Debentures and 
certain provisions of the Indenture are summaries, do not purport to be complete, and are subject to and are qualified 
in their entirety by reference to the provisions of the Indenture. Unless otherwise stated, capitalized terms defined in 
the Indenture have the same meanings when used herein. 

The Company does not intend to list the Debentures on a national securities exchange. There is presently no 
trading market for the Debentures, and there can be no assurance that such a market will develop or, if developed, 
that it will be maintained. 

Book-Entry Only System 

The Debentures will be issued in the aggregate initial principal amount of $25,000,000 and will be represented by 
one certificate (the “Global Security”) to be registered in the name of the nominee of The Depository Trust Company 
(“DTC”) or any successor depository (the “Depository”). The Depository will maintain the Debentures in denomi- 
nations of $1,000 and integral multiples thereof through its book-entry facilities. In accordance with its normal 
procedures, the Depository will record the interests of each Depository participating firm (e.& brokerage firm) 
(“Participant”) in the Debentures, whether held for its own account or as a nominee for another person. 

So long as the nominee of the Depository is the registered owner of the Debentures, such nominee will be 
considered the sole owner or holder of the Debentures for all purposes under the Indenture and any applicable laws, 
except as noted below. A Beneficial Owner, as hereinafter defined, of interests in the Debentures will not be entitled 
to receive a physical certificate representing such ownership interest and will not be considered an owner or holder of 
the Debentures under the Indenture, except as otherwise provided below. A Beneficial Owner is the person who has 
the right to sell, transfer or otherwise dispose of an interest in the Debentures and the right to receive the proceeds 
therefrom, as well as interest and principal payable in respect thereof. A Beneficial Owner’s interest in the 
Debentures will be recorded, in integral multiples of $1,000, on the records of the Participant that maintains such 
Beneficial Owner’s account for such purpose. In turn, the Participant’s interest in such Debentures will be recorded, 
in integral multiples of $1,000, on the records of the Depository. Therefore, the Beneficial Owner must rely on the 
foregoing arrangements to evidence its interest in the Debentures. Beneficial ownership of the Debentures may be 
transferred only by compliance with the procedures of a Beneficial Owner’s Participant (e.g., brokerage firm) and the 
Depository. 

All rights of ownership must be exercised through the Depository and the book-entry system, except that a 
Beneficial Owner is entitled to exercise directly its rights under Section 316(b) of the Trust Indenture Act with respect 
to the payment of interest and principal on the Debentures. Notices that are to be given to registered owners by the 
Company or the Trustee will be given only to the Depository. It is expected that the Depository will forward the 
notices to the Participants by its usual procedures, so that such Participants may forward such notices to the Beneficial 
Owners. Neither the Company nor the Trustee will have any responsibility or obligation to assure that any notices are 
forwarded by the Depository to the Participants or by any Participants to the Beneficial Owners. 

DTC has advised the Company and the Underwriter as follows: DTC is a limited-purpose trust company 
organized under the Banking Law of the State of New York, a member of the Federal Reserve System, and a 
“clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities of 
Participants and facilitates the clearance and settlement of securities transactions among Participants in such 
securities transactions through electronic book-entry changes in accounts of Participants, thereby eliminating the 
need for physical movement of securities certificates. Participants include securities brokers and dealers (including 
the Underwriter), banks, trust companies, clearing corporations and certain other organizations, some of whom 
(and/or their representatives) own DTC. Access to DTC’s book-entry system is also available to others, such as banks, 



brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Participant, either 
directly or indirectly. Persons who are not Participants may beneficially own securities held by DTC only through 
Participants. 

Interest and Payment 

The Debentures will mature on April 1,2018. The Debentures will bear interest from the date of issuance at the 
rate per annum stated on the cover page hereof, calculated on the basis of a 360-day year of twelve 30-day months, 
payable semi-annually on April 1 and October 1 of each year, commencing October 1,1998 to the Persons in whose 
names the Debentures are registered at the close of business on the 15th day of the month prior to such Interest 
Payment Date. If any payment date would otherwise be a day that is a Legal Holiday, the payment will be postponed 
to the next day that is not a Legal Holiday, and no interest on such payment shall accrue for the period from and after 
such otherwise scheduled payment date for the purposes of the payment to be made on such next succeeding day. 

So long as the nominee of the Depository is the registered owner of the Debentures, payments of interest and 
principal in respect of the Debentures will be made to the Depository. The Depository will be responsible for 
crediting the amount of such distributions to the accounts of the Participants entitled thereto, in accordance with the 
Depository’s normal procedures. Each Participant will be responsible for disbursing such distributions to the 
Beneficial Owners of the interests in Debentures that it represents. Neither the Company nor the Trustee will have 
any responsibility or liability for any aspect of the records relating to, notices to, or payments made on account of, 
beneficial ownership interests in the Debentures; maintaining, supervising or reviewing any records relating to such 
beneficial ownership interests; the selection of any Beneficial Owner to receive payment in the event of a partial 
redemption of the Global Security; or consents given or other action taken on behalf of any Beneficial Owner. 

Redemption at the Option of the Company 

The Debentures will be redeemable at any time on or after April 1,2003, as a whole or in part, at the election of 
the Company, at a Redemption Price equal to 100% of the principal amount thereof plus accrued interest to the 
Redemption Date. 

If less than all the Debentures are redeemed, the particular Debentures to be redeemed will be selected by the 
Trustee by lot. 

Notice of redemption will be mailed at least 30 days before the Redemption Date to each holder of Debentures 
to be redeemed at the holder’s registered address. The Company has the right to rescind any notice of redemption at 
any time at least five days prior to the Redemption Date. 

redemption, unless the Company shall default in the payment of the Redemption Price. 
On and after the Redemption Date, interest will cease to accrue on Debentures or portions thereof called for 

Limited Right of Redemption Upon Death of Beneficial Owner 

Unless the Debentures have been declared due and payable prior to their maturity by reason of an Event of 
Default, the Representative (as hereinafter defined) of a deceased Beneficial Owner has the right to request 
redemption at par of all or part of his interest expressed in integral multiples of $1,000 principal amount, in the 
Debentures for payment prior to maturity, and the Company will redeem the same subject to the limitations that the 
Company will not be obligated to redeem during the period from the original issuance of the Debentures through and 
including April 1, 1999 (the “Initial Period”), and during any twelve-month period which ends on and includes each 
April 1 thereafter (each such twelve-month period being hereinafter referred to as a “Subsequent Period”) (i) on 
behalf of a deceased Beneficial Owner any interest in the Debentures which exceeds an aggregate principal amount of 
$25,000 or (ii) interests in the Debentures in an aggregate principal amount exceeding $750,000. A request for 
redemption may be presented to the Trustee by the Representative of a Deceased Beneficial Owner at any time and 
in any principal amount. Representatives of deceased Beneficial Owners must make arrangements with the Partici- 
pant through whom such interest is owned in order that timely presentation of redemption requests can be made by 
the Participant and, in turn, by the Depository to the Trustee. If the Company, although not obligated to do so, 
chooses to redeem interests of a deceased Beneficial Owner in the Debentures in the Initial Period or in any 
Subsequent Period in excess of the $25,000 limitation, such redemption, to the extent that it exceeds the $25,000 
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limitation for any deceased Beneficial Owner, shall not be included in the computation of the $750,000 aggregate 
limitation for such Initial Period or such Subsequent Period, as the case may be, or for any succeeding Subsequent 
Period. 

Subject to the $25,000 and the $750,000 limitations, the Company will upon the death of any Beneficial Owner 
redeem the interest of the Beneficial Owner in the Debentures within 60 days following receipt by the Trustee of a 
Redemption Request, as hereinafter defined, from such Beneficial Owner’s personal representative, or surviving joint 
tenant(s), tenant(s) by the entirety or tenant(s) in common, or other persons entitled to effect such a Redemption 
Request (each, a “Representative”). If Redemption Requests exceed the aggregate principal amount of interests in 
Debentures required to be redeemed during the Initial Period or any Subsequent Period, then such excess Redemp- 
tion Requests will be applied to successive Subsequent Periods, regardless of the number of Subsequent Periods 
required to redeem such interests. 

A request for redemption of an interest in the Debentures may be made by delivering a request to the Participant 
through whom the deceased Beneficial Owner owned such interest, in form satisfactory to the Participant, together 
with evidence of the death of the Beneficial Owner and evidence of the authority of the Representative satisfactory to 
the Participant and Trustee. A Representative of a deceased Beneficial Owner may make the request for redemption 
and shall submit such other evidence of the right to such redemption as the Participant or Trustee shall require. The 
request shall specify the principal amount of interest in the Debentures to be redeemed. A request for redemption in 
form satisfactory to the Participant and accompanied by the documents relevant to the request as above provided, 
together with a certification by the Participant that it holds the interest on behalf of the deceased Beneficial Owner 
with respect to whom the request for redemption is being made (a “Redemption Request”), shall be provided to the 
Depository by a Participant, and the Depository will forward the request to the Trustee. Redemption Requests shall 
be in form satisfactory to the Trustee. 

The price to be paid by the Company for an interest in the Debentures to be redeemed pursuant to a request on 
behalf of a deceased Beneficial Owner is one hundred percent (100%) of the principal amount thereof plus accrued 
but unpaid interest to the date of payment. Subject to arrangements with the Depository, payment for interests in the 
Debentures which are to be redeemed shall be made to the Depository upon presentation of Debentures to the 
Trustee for redemption in the aggregate principal amount specified in the Redemption Requests submitted to the 
Trustee by the Depository which are to be fulfilled in connection with such payment. Any acquisition of Debentures 
by the Company or its Subsidiaries other than by redemption at the option of any Representative of a deceased 
Beneficial Owner shall not be included in the computation of either the $25,000 or the $750,000 limitation for the 
Initial Period or for any Subsequent Period. 

Interests in the Debentures held in tenancy by the entirety, joint tenancy or by tenants in common will be 
deemed to be held by a single Beneficial Owner, and the death of a tenant in common, tenant by the entirety or joint 
tenant will be deemed the death of a Beneficial Owner. The death of a person who, during such person’s lifetime, was 
entitled to substantially all of the rights of a Beneficial Owner of an interest in the Debentures will be deemed the 
death of the Beneficial Owner, regardless of the recordation of such interest on the records of the Participant, if such 
rights can be established to the satisfaction of the Participant and the Trustee. Such interest shall be deemed to exist in 
typical cases of nominee ownership, ownership under the Uniform Gifts to Minors Act or the Uniform Transfers to 
Minors Act, community property or other joint ownership arrangements between a husband and wife (including 
individual retirement accounts or Keogh [H.R.10] plans maintained solely by or for the decedent or by or for the 
decedent and any spouse), and trust and certain other arrangements where one person has substantially all of the 
rights of a Beneficial Owner during such person’s lifetime. 

In the case of a Redemption Request which is presented on behalf of a deceased Beneficial Owner and which has 
not been fulfilled at the time the Company gives notice of its election to redeem the Debentures, the interests in the 
Debentures which are the subject of such Redemption Request shall not be eligible for redemption pursuant to the 
Company’s option to redeem but shall remain subject to redemption pursuant to such Redemption Request. 

Subject to the provisions of the immediately preceding paragraph, any Redemption Request may be withdrawn 
upon delivery of a written request for such withdrawal given to the Trustee by the Depository prior to payment for 
redemption of the interest in the Debentures by reason of the death of a Beneficial Owner. 
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The Company is legally obligated to redeem Debentures and interests of Beneficial Owners therein properly 
presented for redemption pursuant to a Redemption Request in accordance with and subject to the terms, conditions 
and limitations of the Indenture, as summarized above. The Company’s redemption obligation is not cumulative. 
Nothing in the Indenture prohibits the Company from redeeming, in fulfillment of Redemption Requests made 
pursuant to the Indenture, Debentures or interests therein of Beneficial Owners in excess of the principal amount the 
Company is obligated to redeem, nor does anything in the Indenture prohibit the Company from purchasing any 
Debentures or interests therein in the open market. However, the Company may not use any Debentures redeemed 
or purchased as described in the immediately preceding sentence as a credit against its redemption obligation. 

Because of the limitations of the Company’s requirement to redeem, no Beneficial Owner can have any 
assurance that its interest in the Debentures will be paid prior to maturity. 

Sinking Fund; Non-Convertibility 

The Debentures are not subject to a sinking fund and are not convertible. 

Debentures Unsecured 

The Debentures will be unsecured obligations and will rank on a parity with all of the other unsecured and 
unsubordinated Indebtedness of the Company outstanding from time to time. Subject only to the restrictive 
covenants described below (see “Restrictive Covenants”), the Indenture does not limit the amount of Indebtedness 
which the Company or its Subsidiaries may incur. 

Restrictive Covenants 

The Company covenants in the Indenture that neither the Company nor any of its Subsidiaries will create, issue, 
incur, guarantee or assume any Funded Indebtedness which ranks prior to or on a parity with the Debentures in right 
of payment, unless immediately thereafter, and after giving effect thereto and to the application of the proceeds 
thereof, Consolidated Net Utility Fixed Assets are at least equal to Consolidated Funded Indebtedness. Consolidated 
Net Utility Fixed Assets is defined in the Indenture to include the net book value (determined in accordance with 
generally accepted accounting principles) of all physical property of the Company and any Subsidiary used or useful 
to the Company or such Subsidiary in the business of furnishing or distributing, as a public utility, gas service. Funded 
Indebtedness is defined in the Indenture as all Indebtedness other than Current Indebtedness and would include the 
Debentures. Consolidated Funded Indebtedness is defined to include Funded Indebtedness of the Company and 
Funded Indebtedness of Consolidated Subsidiaries. At December 31,1997, after giving effect to the issuance of the 
Debentures offered hereby, and the application of the proceeds therefrom, Consolidated Net Utility Fixed Assets 
would have exceeded Consolidated Funded Indebtedness by $36,131,000. 

The Company also covenants that it will not declare or pay any dividends or make any other distribution upon its 
Common Stock (other than dividends and distributions payable only in shares of Common Stock) and will not directly 
or indirectly apply any of the assets of the Company to the redemption, retirement, purchase or other acquisition of 
any stock of the Company of any class, except purchases or redemptions in compliance with any mandatory sinking 
fund or purchase fund or redemption requirement in respect of any preferred stock of the Company, whether now or 
hereafter authorized or issued, unless after giving effect to such declaration, payment, distribution or application of 
assets the Consolidated Tangible Net Worth of the Company shall be at least equal to $21,500,000 as reflected on the 
Company’s latest available balance sheet. Consolidated Tangible Net Worth is defined in the Indenture as the 
shareholders’ equity of the Company, less intangible assets. At December 31, 1997, after giving effect to the issuance 
of the Debentures, the Consolidated Tangible Net Worth of the Company would have been $28,255,698. 

Subject to certain exceptions described in the Indenture (including Liens to secure Indebtedness having an 
outstanding principal balance aggregating not more than $4,000,000), the Company also covenants that it will not 
issue, assume or guarantee any Indebtedness secured by a Lien (as defined in the Indenture) on any property or asset 
at any time owned by it, without effectively securing, prior to or concurrently with the issuance, assumption or 
guarantee of any such Indebtedness, the Debentures equally and ratably with (or, at the Company’s option, prior to) 
such Indebtedness. 
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Except as described in the preceding three paragraphs, the Indenture does not afford any protection to holders 
of Debentures solely on account of the Company's involvement in highly leveraged transactions. 

Successor Corporation 

The Company covenants in the Indenture that it will not consolidate with, merge into or transfer or lease all or 
substantially all of its assets to' another Person, unless immediately after such transaction no Default will exist, such 
Person assumes all the obligations of the Company under the Debentures and the Indenture, and certain other 
requirements are met. 

Events of Default; Notice and Waiver 

The following constitute events of default under the Indenture: (a) default in the payment of principal of the 
Debentures when due; (b) default in the payment of any interest on the Debentures when due, continued for 30 days; 
(c) default in the performance of any other agreement of the Company in the Debentures or the Indenture, continued 
for 60 days after written notice; (d) acceleration of certain indebtedness of the Company or its Subsidiaries for 
borrowed money under the terms of any instrument under which indebtedness of $100,000 or more is issued or 
secured; and (e) certain events in bankruptcy, insolvency or reorganization. 

The Indenture provides that the Trustee will, within 90 days after the occurrence of a default, give the holders of 
Debentures notice of all continuing defaults (as defined) known to it; but, except in the case of a default in the 
payment of the principal or interest in respect of any of the Debentures, the Trustee shall be protected in withholding 
such notice if it in good faith determines that the withholding of such notice is in the interests of such holders. 

If any event of default shall occur and be continuing, the Trustee or the holders of at least 25% in principal 
amount of then outstanding Debentures may declare the Debentures immediately due and payable. Any such 
acceleration may be rescinded by the holders of a majority in principal amount of the Debentures then outstanding, 
upon the conditions provided in the Indenture. 

An existing default and its consequences may be waived by the holders of a majority in principal amount of the 
Debentures, upon the conditions provided in the Indenture, other than an uncured default in payment of principal or 
interest in respect of the Debentures, an uncured failure to make any redemption payment or an uncured default with 
respect to a provision which cannot be modified under the terms of the Indenture without the consent of each holder 
affected. 

The Indenture includes a covenant that the Company will file annually with the Trustee, within 120 days after the 
end of each fiscal year, a statement regarding compliance by the Company with the terms thereof and specifying any 
defaults by the Company of which the signers may have knowledge. 

Modification of the Indenture 

Modifications and amendments of the Indenture which materially affect the rights of the holders of the 
Debentures may be made by the Company and the Trustee only with the consent of the holders of not less than a 
majority in principal amount of the Debentures then outstanding; provided that no such modification or amendment 
may change the stated maturity of any Debenture, or reduce the principal amount of or interest rate on any 
Debenture or change the interest payment date or otherwise modify the terms of payment of the principal of or 
interest on the Debentures, or reduce the percentage required for any consent, waiver or modification, or modify 
certain other provisions of the Indenture, without the consent of each holder of any Debenture affected thereby. 

Discharge of the Indenture 

The Indenture will be discharged and canceled upon payment of all the Debentures or upon deposit with the 
Trustee, within no more than one year prior to the maturity or the redemption of all the Debentures, of funds or U.S. 
Government Obligations sufficient to pay the principal of and premium, if any, and interest on the Debentures. 

Trustee 

The Indenture contains a provision entitling the Trustee, subject to the duty of the Trustee during default to act 
with the required standard of care, to be indemnified by the holders of Debentures before proceeding to exercise any 
right or power under the Indenture at the request of the holders of Debentures. The Indenture provides that the 
holders of a majority in principal amount of the outstanding Debentures may direct the time, method and place of 
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conducting any proceeding and any remedy available to the Trustee or exercising any trust or power conferred upon 
the Trustee. 

The Fifth Third Bank (“Fifth Third”), the Trustee and Debenture Registrar under the Indenture, has its 
corporate trust office in Cincinnati, Ohio. Fifth Third serves as Registrar, Transfer Agent and Dividend Disbursement 
Agent for Delta’s Common Stock, Agent for Delta’s Dividend Reinvestment and Stock Purchase Plan, as well as 
Trustee and Debenture Registrar for Delta’s 8.3% Debentures due 2026. 

UNDERWRITING 

Edward D. Jones & Co., L.P. (the “Underwriter”) has agreed, subject to the terms and conditions of the 
Underwriting Agreement, the form of which is filed as an exhibit to the Registration Statement, to purchase from the 
Company the Debentures. 

The Underwriting Agreement provides that the obligations of the Underwriter to pay for and accept delivery of 
the Debentures are subject to the approval of certain legal matters by counsel and to certain other conditions. The 
Underwriter is obligated to take and pay for all of the Debentures offered hereby if any are taken. 

The Underwriter has advised the Company that it proposes to offer the Debentures being purchased by it 
directly to the public at the initial public offering price set forth on the cover page of this Prospectus. 

Until the distribution of the Debentures is completed, rules of the Commission may limit the ability of the 
Underwriter to bid for and purchase the Debentures. As an exception to these rules, the Underwriter is permitted to 
engage in certain transactions that stabilize the price of the Debentures. Such transactions consist of bids or purchases 
for the purpose of pegging, fixing or maintaining the price of the Debentures. 

If the Underwriter creates a short position in the Debentures in connection with the Offering, Le., if it sells more 
Debentures than are set forth on the cover page of this Prospectus, the Underwriter may reduce that short position by 
purchasing Debentures in the open market. 

In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause the 
price of the security to be higher than it might be in the absence of such purchases. The imposition of a penalty bid 
might also have an effect on the price of a security to the extent that it were to discourage resales of the securities. 

Neither the Company nor the Underwriter makes any representation or prediction as to the direction or 
magnitude of any effect that the transactions described above may have on the price of the Debentures. In addition, 
neither the Company nor the Underwriter makes any representation that the Underwriter will engage in such 
transactions or that such transactions, once commenced, will not be discontinued without notice. 

The offering of the Debentures is made for delivery when, as and if accepted by the Underwriter and subject to 
prior sale and to withdrawal, cancellation or modification of the offer without notice. The Underwriter reserves the 
right to reject any order for the purchase of Debentures in whole or in part. 

The Company has agreed to indemnify the Underwriter and persons who control the Underwriter against certain 
liabilities that may be incurred in connection with the offering contemplated hereby, including liabilities under the 
Securities Act of 1933, as amended, or to contribute to payments the Underwriter may be required to make in respect 
thereof. 

EXPERTS 

The audited consolidated financial statements and schedules of the Company included or incorporated by 
reference in this Prospectus and elsewhere in the Registration Statement have been audited by Arthur Andersen 
LLP, independent public accountants as indicated in their reports with respect thereto, and are included herein in 
reliance upon the authority of said firm as experts in giving said reports. 

LEGAL OPINIONS 

The validity of the Debentures will be passed upon for the Company by its special counsel, Stoll, Keenon & Park, 
LLP, Lexington, Kentucky, and certain matters will be passed upon for the Underwriter by Armstrong, Teasdale, 
Schlafly & Davis, St. Louis, Missouri. 

Attorneys in the firm of Stoll, Keenon & Park, LLP who have participated in the firm’s representation of Delta 
and members of such attorneys’ immediate families own collectively 6,056 shares of Delta’s Common Stock. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

To the Board of Directors and Shareholders 
of Delta Natural Gas Company, Inc.: 

We have audited the accompanying consolidated balance sheets and statements of capitalization of Delta 
Natural Gas Company, Inc. (a Kentucky corporation) and subsidiary companies as of June 30,1997 and 1996, and the 
related consolidated statements of income, cash flows and changes in shareholders’ equity for each of the three years 
in the period ended June 30, 1997. These financial statements are the responsibility of the Company’s management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Delta Natural Gas Company, Inc. and subsidiary companies as of June 30,1997 and 1996, and the results of 
their operations and their cash flows for each of the three years in the period ended June 30,1997, in conformity with 
generally accepted accounting principles. 

ARTHUR ANDERSEN LLP 

Louisville, Kentucky 
August 15,1997 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF INCOME 

For the 
lkelve Months 

Operating Revenues ... 

Operating Expenses 

Purchased gas.. ........ 

Operation and maintenance (Note 1) 

Depreciation and depletion (Note 1) .......... 

Taxes other than income taxes ....... 

Income taxes (Note 2) 

Total operating expenses 

Operating Income 

Other Income and Deductions, Net 

Income Before Interest Charges.. 

Interest Charges 

Interest on long-term debt .......... 

Other interest.. ...................................... 

Amortization of debt expense ................... 

Total interest charges ........................ 

Net Income ................................................. 

Weighted Average Number of Common Shares 
........................................ 

Basic Earnings Per Common Share .................. 

Diluted Earnings Per Common Share ............... 
Dividends Declared Per Common Share ........... 

(Unaudited) 

$45,074,546 

$24,562,876 

8,896,894 

3,201,585 

1,161,923 

1,154,275 

$38,977,553 

$ 6,096,993 

28,794 

$ 6,125,787 

$ 3,152,939 

823,010 

111,600 

$ 4,087,549 

$ 2,038,238 

2,342,910 

$ .87 

$ .87 

$ 1.14 

For the Fiscal Years Ended June 30, 
1997 

$42,169,185 

$23,265,222 

8,631,635 

2,935,257 

1,056,689 

964,800 

$36,853,603 

$ 5,315,582 

40,874 

$ 5,356,456 

$ 2,997,393 

519,432 

115,366 

$ 3,632,191 

$ 1,724,265 

2,294,134 

$ .75 

$ .75 

$ 1.14 

1996 

$36,576,055 

$17,389,755 

8,642,511 

2,510,952 

1,036,282 

1,559,500 

$31,139,000 

$ 5,437,055 

32,503 

$ 5,469,558 

$ 1,851,768 

867,641 

88,800 

$ 2,808,209 

$ 2,661,349 

1,886,629 

$ 1.41 

$ 1.41 

$ 1.12 

1995 

$31,844,339 

$15,497,156 

8,002,797 

2,183,558 

863,340 

1,042,400 

$27,589,251 

$ 4,255,088 

50,582 

$ 4,305,670 

$ 1,879,442 

419,693 

88,800 

$ 2,387,935 

$ 1,917,735 

1,850,986 

$ 1.04 

$ 1.04 

$ 1.12 

The accompanying notes to consolidated financial statements are an integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Cash Flows From Operating Activities 
Net income .......................................... 
Adjustments to reconcile net income to net 

cash from operating activities 
Depreciation, depletion and amortization 
Deferred income taxes and investment 

tax credits ...................................... 
Other-net ....................................... 

Accounts receivable ............................ 

Advance (deferred) recovery of gas cost 

(Increase) decrease in assets 

Gas in storage ................................... 

Materials and supplies ......................... 
Prepayments ..................................... 
Other assets ...................................... 

Accounts payable ............................... 
Refunds due customers.. ...................... 
Accrued taxes.. .................................. 
Other current liabilities ....................... 
Advances for construction and other ...... 

activities ..................................... 

Capital expenditures .............................. 

Increase (decrease) in liabilities 

Net cash provided by operating 

Cash Flows From Investing Activities 

Net cash used in investing activities.. ... 
Cash Flows From Financing Activities 

Dividends on common stock 
Issuance of common stock, net ................. 
Issuance of long-term debt, net ................ 
Repayment of long-term debt .................. 
Issuance of short-term debt ..................... 
Repayment of short-term debt ................. 

Net cash provided by financing . . .  activities ..................................... 

Cash Equivalents.. .................................... 

Beginning of Year .................................... 

Net Increase (Decrease) in Cash and 

Cash and Cash Equivalents, 

Cash and Cash Equivalents, End of Year ......... 
Supplemental Disclosures of Cash 

Cash paid during the year for 
Flow Information 

Interest ......................................... 
Income taxes .................................. 

For the 'helve 
Months Ended 
December 31, 

1997 
(Unaudited) 

$ 2,038,238 

3,436,840 

473,275 
688,134 

(1,396,817) 
3,995,951 

(3,385,041) 
(69,636) 

(213,592) 
(582,623) 

(587,907) 
379,087 
776,972 
354,593 

(4,851) 

$ 5,902,623 

$(14,236,815) 
$(14,236,815) 

$ (2,671,093) 
639,809 

(813,321) 
35,280,000 

(23,675,000) 

- 

$ 8,760,395 

$ 426,203 

18,201 
$ 444,404 

$ 4,008,286 
$ 366,032 

For the Fiscal Years Ended June 30, 
1997 

$ 1,724,265 

3,049,229 

485,400 
666,798 

(318,178) 
(782,007) 
495,751 

(120,969) 
(346,532) 
(541,669) 

(439,721) 
554,520 

1,038,761 
744,054 

(476) 

$ 6,209,226 

$(16,648,994) 
$( 16,648,994) 

$ (2,651,073) 
6,773,054 

14,334,833 
(478,256) 

30,975,000 
(38,185,000) 

$ 10,768,558 

$ 328,790 

151,633 
$ 480,423 

$ 3,019,881 
$ (432,163) 

19% 

$ 2,661,349 

2,663,475 

1,762,500 
484,474 

(860,255) 
63,546 

(3,788,143) 
(124,697) 

53,702 
(31,723) 

871,207 
(456,283) 
(270,394) 

56,951 
9,100 

$ 3,094,809 

$(13,373,416) 
$(13,373,416) 

$ (2,113,414) 
568,875 

(561,000) 
25,955,000 

(13,555,000) 

- 

$ 10,294,461 

$ 15,854 

135,779 
$ 151,633 

$ 2,491,091 
$ 193,560 

1995 

$ 1,917,735 

2,272,358 

(77,000) 
602,180 

(118,237) 
(138,138) 

2,583,128 
173,319 

(105,903) 
(71,087) 

(178,609) 
83,572 

(72,210) 
69,742 
2,333 

$ 6,943,183 

$ (8,122,838) 
$ (8,122,838) 

$ (2,073,374) 
502,361 

(240,100) 
19,495,000 

(16,525,000) 

- 

$ 1,158,887 

$ (20,768) 

156,547 
$ 135,779 

$ 2,253,472 
$ 1,264,942 

The accompanying notes to consolidated financial statements are an integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED BALANCE SHEETS 

Assets 
Gas Utility Plant, at cost ..................................... 

Less-Accumulated provision for depreciation.. ..... 
Net gas plant ........................................ 

Current Assets 
Cash and cash equivalents .................................. 
Accounts receivable, less accumulated provisions for 

doubtful accounts of $83,647, $113,945 and 
$105,756 as of December 31,1997 and June 30, 
1997 and 1996, respectively.. ............................ 

Gas in storage, at average cost .......... 
Deferred gas costs (Note 1) ................................ 
Materials and supplies, at first-in, first-out cost ....... 

Total current assets.. ................................... 
Prepayments ............................................. 

Other Assets 
Cash surrender value of officers’ life insurance 

Note receivable from officer ............................... 
Unamortized debt expense and other (Note 6) ....... 

(face amount of $1,036,009) ................. 

Liabilities and Shareholders’ Equity 
Capitalization (See Consolidated Statements 

of Capitalization) 
Common shareholders’ equity.. ........................... 

Notes payable refinanced subsequent to year end ... 
Long-term debt (Note 6) ........ .................. 

Total capitalization ... ................... 
Current Liabilities 

Notes payable (Note 5) ..................................... 
Current portion of long-term debt (Note 6) 
Accounts payable ............. ........................ 

Customers’ deposits .............................. ..... 

.. 

Accrued taxes.. ....................................... 
Refunds due cu s ...................................... 

Accrued interest on debt ......... 
Accrued vacation ............................................. 
Other accrued liabilities.. ................................... 

Total current liabilities .......................... 

Deferred income taxes ...................................... 
Investment tax credits ................... 
Regulatory liability (Note 2). .............................. 
Advances for construction and other.. .. 

Deferred Credits and Other 

Total deferred credits and other .. 
Commitments and Contingencies (Note 8) 

Total liabilities and shareholders’ equity.. .. 

As of 
December 31, 

1997 
(Unaudited) 

$123,913,386 

$ 90,661,658 

$ 444,404 

(33,251,728) 

3,615,358 
1,855,202 
3,796,666 

710,358 
388,449 

$ 10,810,437 

$ 329,913 
122,000 

3,335,330 
$ 3,787,243 
$105,259,338 

$ 28,255,698 
37,976,596 

- 
$ 66,232,294 

$ 19,395,000 
1,553,777 
4,391,125 

592,850 
461,147 
498,566 

1,081,096 
516,032 
385,701 

$ 28,875,294 

$ 8,393,000 
673,500 
867,675 
217,575 

$ 10,151,750 

$105,259,338 

As of June 30, 
1997 

$116,829,158 

$ 85,094,182 

$ 480,423 

(31,734,976) 

2,414,632 
1,209,171 
2,180,606 

773,108 
716,076 

$ 7,774,016 

$ 321,339 
134,000 

3,357,628 
$ 3,812,967 
$ 96,681,165 

$ 29,474,569 
38,107,860 

$ 67,582,429 

$ 10,865,000 
1,987,600 
2,386,717 
1,132,315 

577,874 
368,561 

1,033,220 
516,032 
492,501 

$ 19,359,820 

$ 7,921,100 
708,400 
892,100 
217,316 

$ 9,738,916 

$ 96,681,165 

- 

19% 

$ 98,795,623 
(26,749,774) 

$ 72,045,849 

$ 151,633 

2,096,454 
427,164 

2,676,357 
652,139 
369,544 

$ 6,373,291 

$ 304,339 
126,000 

2,291,158 
$ 2,721,497 
$ 81,140,637 

$ 23,628,323 
24,488,916 
18,075,000 

$ 66,192,239 

$ - 
1,084,800 
2,826,438 

93,554 
23,354 

304,246 
637,596 
485,847 
238,571 

$ 5,694,406 

$ 7,318,500 
779,400 
938,300 
217,792 

$ 9,253,992 

$ 81,140,637 

The accompanying notes to consolidated financial statements are an integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 

Common Shares 
Balance, beginning of year ......................... 

$1.00 par value of 36,589, 438,643, 34,846 
and 29,394 shares issued during the twelve 
months ended December 31,1997 and fiscal 
years 1997, 1996 and 1995, respectively 

Public issuance of common shares.. ........ 
Dividend reinvestment and stock 

Employee stock purchase plan and other 

Balance, end of year ................................. 

purchase plan ................................. 

Premium on Common Shares 
Balance, beginning of year ......................... 

Premium on issuance of common shares 

Public issuance of common shares .......... 

Dividend reinvestment and stock 

Employee stock purchase plan and other 

Balance, end of year ................................. 

purchase plan ................................. 

Capital Stock Expense 
Balance, beginning of year ......................... 

Issuance of common shares .................. 

Balance, end of year ................................. 

Retained Earnings 
Balance, beginning of year ......................... 

Net income ....................................... 

Cash dividends declared on common 
shares (See Consolidated Statements of 
Income for rates) ............................ 

Balance, end of year ................................. 

For the 'helve 
Months Ended 
December 31, 

1997 
(Unaudited) 

$ 2,325,333 

- 

29,843 
6,746 

$ 2,361,922 

$26,924,496 

- 

491,113 
112,634 

$27,528,243 

$ (1,916,493) 

(527) 

$(1,917,020) 

$ 915,408 
2,038,238 

(2,671,093) 

$ ' 282,553 

For the Fiscal Years Ended June 30, 
1997 

$ 1,903,580 

400,000 

31,187 

7,456 

$ 2,342,223 

$20,572,132 

6,000,000 

519,478 
11 1,701 

$27,203,311 

$ (1,620,252) 
(296,768) 

$(1,917,020) 

$ 2,772,863 
1,724,265 

(2,651,073) 

$ 1,846,055 

1996 1995 

$ 1,868,734 

- 

28,024 
6,822 

$ 1,903,580 

$20,022,643 

- 

440,621 
108,868 

$20,572,132 

$ (1,604,792) 
(15,460) 

$ (1,620,252) 

$ 2,224,928 
2,661,349 

(2,113,414) 

$ 2,772,863 

$ 1,839,340 

- 

25,802 

3,592 

$ 1,868,734 

$19,532,909 

- 

425,357 
64,377 

$20,022,643 

$ (1,588,025) 

(16,767) 

$ (1,604,792) 

$ 2,380,567 
1,917,735 

(2,073,374) 

$ 2,224,928 

The accompanying notes to consolidated financial statements are an integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 

Common Shareholders’ Equity 
Common shares, par value $1.00 per share (Notes 3 and 4) 

Authorized-6,000,000 shares 

Issued and outstanding-2,361,922, 2,342,223 and 
1,903,580 shares as of December 31,1997 and June 
30, 1997 and 1996, respectively.. . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Premium on common shares ......................................... 
Capital stock expense.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Retained earnings (Note 6) .......................................... 

Total common shareholders’ equity.. ...... ... 

Long-Term Debt (Notes 6 and 7) 

Debentures, 8.3%, due 2026 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Debentures, 6 %YO, due 2023 ........................................ 
Debentures, 9%, due 2011 ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Promissory note payable, due through 2001 . . . . . . . . . . . . . . . . . . . . . 
Other.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... ................. 

Total long-term debt ............................................. 

liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Less-Amounts due within one year, included in current 

Net long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . 

Notes Payable Refinanced Subsequent to Year End (Note 5) . . . . 
Total capitalization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

As of 
December 31, 

1997 
(Unaudited) 

$ 2,361,922 

27,528,243 

(1,917,020) 
282,553 

$28,255,698 

$15,000,000 

13,325,000 

10,000,000 

1,151,596 
53,777 

$39,530,373 

(1,553,777) 

$37,976,596 

- $ 

$66,232,294 

As of June 30, 
1997 1991; 

$ 2,342,223 
27,203,311 

(1,917,020) 

1,846,055 

$29,474,569 

$15,000,000 

13,505,000 

10,000,000 

1,502,901 

87,559 

$40,095,460 

(1,987,600) 

$38,107,860 

$ - 

$67,582,429 

$ 1,903,580 

20,572,132 

(1,620,252) 

2,772,863 

$23,628,323 

- $ 

14,000,000 

10,000,000 

1,401,581 

172,135 

$25,573,716 

(1,084,800) 

$24,488,916 

$18,075,000 

$66,192,239 

The accompanying notes to consolidated financial statements are an integral part of these statements. 
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DELTA NATURAL GAS COMPANY, INC. AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Including notes applicable to unaudited periods) 

(1) Summary of Significant Accounting Policies 

(a) Principles of Consolidation-Delta Natural Gas Company, Inc. (“Delta” or the “Company”) has five 
wholly-owned subsidiaries. Delta Resources, Inc. (“Resources”) buys gas and resells it to industrial customers on 
Delta’s system and to Delta for system supply. Delgasco, Inc. buys gas and resells it to Resources and to customers not 
on Delta’s system. Deltran, Inc. operates underground natural gas storage facilities that it leases from Delta. Enpro, 
Inc. owns and operates production properties. TranEx Corporation owns a 43 mile intrastate pipeline. All subsidiaries 
of Delta are included in the consolidated financial statements. Intercompany balances and transactions have been 
eliminated. 

(b) Cash Equivalents-For the purposes of the Consolidated Statements of Cash Flows, all temporary cash 
investments with a maturity of three months or less at the date of purchase are considered cash equivalents. 

(c) Depreciation-The Company determines its provision for depreciation using the straight-line method and 
by the application of rates to various classes of utility plant. The rates are based upon the estimated service lives of the 
properties and were equivalent to composite rates of 3.1%, 3.0%, 2.9% and 2.8% of average depreciable plant for the 
twelve months ended December 31,1997, fiscal 1997,1996 and 1995 respectively. 

(d) Maintenance-All expenditures for maintenance and repairs of units of property are charged to the 
appropriate maintenance expense accounts. A betterment or replacement of a unit of property is accounted for as an 
addition and retirement of utility plant. At the time of such a retirement, the accumulated provision for depreciation 
is charged with the original cost of the property retired and also for the net cost of removal. 

(e) Gas Cost Recovery-Delta has a Gas Cost Recovery (“GCR”) clause which provides for a dollar-tracker 
that matches revenues and gas costs and provides eventual dollar-for-dollar recovery of all gas costs incurred. The 
Company expenses gas costs based on the amount of gas costs recovered through revenue. Any differences between 
actual gas costs and those estimated costs billed are deferred and reflected in the computation of future billings to 
customers using the GCR mechanism. 

(f) Revenue Recognition-The Company records revenues as billed to its customers on a monthly meter reading 
cycle. At the end of each month, gas service which has been rendered from the latest date of each cycle meter reading 
to the month-end is unbilled. 

(8) Revenues and Customer Receivables-The Company supplies natural gas to 38,000 customers in central and 
southeastern Kentucky. Revenues and customer receivables arise primarily from sales of natural gas to customers and 
from transportation services for others. Provisions for doubtful accounts are recorded to reflect the expected net 
realizable value of accounts receivable. 

(h) Use of Estimates-The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 

(i) New Accounting Pronouncements-In March, 1995, the Financial Accounting Standards Board issued 
Statement of Financial Accounting Standards (“SFAS”) No. 121, “Accounting for the Impairment of Long-Lived 
Assets and for Long-Lived Assets to Be Disposed Of”, effective for fiscal years beginning after December 15, 1995. 
The Company adopted the provisions of SFAS No. 121 in the first quarter of fiscal 1997. The new standard requires 
that long-lived assets and certain identified intangibles be reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. In performing such impairment 
reviews, companies will be required to estimate the sum of future cash flows from an asset and compare such amount 
to the asset’s carrying amount. Any excess of carrying amount over expected cash flows will result in a possible write- 
down of an asset to its fair value. Adoption of SFAS No. 121 did not have a material adverse impact on the Company’s 
financial position or results of operations. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

For companies with June 30 fiscal yearends, SFAS No. 123, “Accounting for Stock-Based Compensation”, was 
required to be adopted as of June 30,1997. This standard is currently inapplicable to Delta because the Company has 
no stock based compensation arrangements. 

Delta adopted SFAS No. 128, “Earnings per Share”, during the second quarter of fiscal 1998. The adoption of 
this standard had no effect upon current or prior period earnings per share. 

(2) Income Taxes 

The Company provides for income taxes on temporary differences resulting from the use of alternative methods 
of income and expense recognition for financial and tax reporting purposes. The differences result primarily from the 
use of accelerated tax depreciation methods for certain properties versus the straight-line depreciation method for 
financial purposes, differences in recognition of purchased gas cost recoveries and certain other accruals which are not 
currently deductible for income tax purposes. Investment tax credits were deferred for certain periods prior to fiscal 
1987 and are being amortized to income over the estimated useful lives of the applicable properties. The Company 
utilizes the liability method for accounting for income taxes, which requires that deferred income tax assets and 
liabilities are computed using tax rates that will be in effect when the book and tax temporary differences reverse. The 
change in tax rates applied to accumulated deferred income taxes may not be immediately recognized in operating 
results because of ratemaking treatment. A regulatory liability has been established to recognize the future revenue 
requirement impact from these deferred taxes. The temporary differences which gave rise to the net accumulated 
deferred income tax liability for the periods are as follows: 

As of June 30, 
1997 1996 

Deferred Tax Liabilities 
Accelerated depreciation ........................................ 
Deferred gas cost .................................................. 
Accrued pension ............................................................................. 
Debt expense . 

Total. ...................... 

Deferred Tax Assets 
Alternative investment tax credit.. ...................................................... 
Regulatory liabilities ................... 
Unbilled revenue.. ...................................................... 
Investment tax credit ....................................................................... 

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

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

Net accumulated deferred income tax liability 

The components of the income tax provision are comprised of the following: 

$ 9,018,800 $8,091,500 
860,100 1,055,700 
433,000 252,900 
384,900 399,200 

$10,696,800 $9,799,300 

$ 1,534,100 $1,305,600 
339,400 370,000 
327,500 236,100 
279,400 307,400 
295,300 261,700 

$ 2,775,700 $2,480,800 

$ 7,921,100 $7,318,500 

As of June 30, 

1997 1996 1995 

Components of income tax expense 
Payable currently 

Federal .............................................................. $242,200 $ 52,100 $ 453,900 

Total ............................................................ $210,900 $ (203,000) $ 648,400 

.................................................................. 394,000 Deferred 753,900 1,762,500 
........................................ $1,042,400 Income tax expense $964,800 $1,559,500 

..................... 194,500 State.. (31,300) (255,100) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

Reconciliation of the statutory federal income tax rate to the effective income tax rate is shown in the table 
below: 

For the Years Ended June 30, 
1996 1995 - - 1997 - 

Statutory federal income tax rate.. ...... ................................................ 34.0% 34.0% 34.0% 
State income taxes net of federal benefit .................................................. 5.0 5.2 5.2 
Amortization of investment tax credit.. (1.7) (2.4) 

- - B) Other differences-net - 
.......... 

Effective income tax rate ................................................................ 36.4% 37.5% 35.9% - - - - 

(3) Employee Benefit Plans 

(a) Defined Benefit Retirement Plan-Delta has a trusteed, noncontributory, defined benefit pension plan 
covering all eligible employees. Retirement income is based on the number of years of service and annual rates of 
compensation. The Company makes annual contributions equal to the amounts necessary to fund the plan ade- 
quately. The funded status of the pension plan at March 31, the plan year end, and the amounts recognized in the 
Company’s consolidated balance sheets at June 30 were as follows: 

Plan assets at fair value ................................................. 
Actuarial present value of benefit obligation 

Vested benefits ...................................................... 
Non-vested benefits ........................................... 
Accumulated benefit obligation.. ........ 

Additional amounts related to projected salary increases.. .... 
Total projected benefit obligation .......................... 

Plan assets in excess of projected benefit obligation.. ........... 
Unrecognized net assets at date of initial application being 

amortized over 15 years ....... ....... 
Unrecognized net (gain) loss .................. 

Accrued pension asset ............................................. 

1997 

$6,835,393 

$4,505,619 
11.025 

$4,516,644 
1,828,856 

$6,345,500 
$ 489,893 

(211,972) 
125,777 

$ 403,698 

1996 

$6,058,458 

$2,789,736 
9,346 

$2,799,082 
2,811,907 

$5,610,989 
$ 447,469 

(254,365) 
(13,481) 

$ 179,623 

1995 

$5,358,108 

$3,605,363 
21,742 

$3,627,105 
1,638,014 

$5,265,119 
$ 92,989 

(296,759) 
286,557 

$ 82,787 

The assets of the plan consist primarily of common stocks, bonds and certificates of deposit. Pension expense for 
the twelve months ended December 31,1997 was approximately $262,000. Net pension costs for the years ended June 
30 included the following: 

1997 1996 1995 

Service cost for benefits earned during the year .................. $ 405,386 $ 382,751 $ 432,546 
Interest cost on projected benefit obligation.. ..................... 392,539 356,897 382,167 
Actual return on plan assets ........................................... (407,965) (886,211) (623,972) 
Net amortization and deferral ......................................... (136,843) 444,044 185,660 

......................................... $ 376,401 Net periodic pension cost $ 253,117 $ 297,481 

The weighted average discount rates and the assumed rates of increase in future compensation levels used in 
determining the actuarial present values of the projected benefit obligation at June 30,1997,1996 and 1995 were 7.0% 
(discount rates), and 4% (rates of increase). The expected long-term rates of return on plan assets were 8%. 

SFAS No. 106, “Employers’ Accounting for Post-Retirement Benefits”, and SFAS No. 112, “Employers’ 
Accounting for Post-Employment Benefits”, do not affect the Company, as Delta does not provide benefits for post- 
retirement or post-employment other than the pension plan for retired employees. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

(b) Employee Savings Plan-The Company has an Employee Savings Plan (“Savings Plan”) under which 
eligible employees may elect to contribute any whole percentage between 2% and 15% of their annual compensation. 
The Company will match 50% of the employee’s contribution up to a maximum Company contribution of 2.5% of the 
employee’s annual compensation. For the twelve months ended December 31,1997 and the fiscal years ended June 
30, 1997, 1996 and 1995, Delta’s Savings Plan expense was approximately $140,000, $151,000, $111,000 and $112,000, 
respectively. 

(c) Employee Stock Purchme Plan-The Company has an Employee Stock Purchase Plan (“Stock Plan”) under 
which qualified permanent employees are eligible to participate. Under the terms of the Stock Plan, such employees 
can contribute on a monthly basis 1% of their annual salary level (as of July 1 of each year) to be used to purchase 
Delta’s common stock. The Company issues Delta common stock, based upon the fiscal year contributions, using an 
average of the last sale price of Delta’s stock as quoted in NASDAQ’s National Market System at the close of 
business for the last five business days in June and matches those shares so purchased. Therefore, stock equivalent to 
approximately $101,000 was issued in July, 1997. The continuation and terms of the Stock Plan are subject to approval 
by Delta’s Board of Directors on an annual basis. Delta’s Board has continued the Stock Plan through June 30,1998. 

(4) Dividend Reinvestment and Stock Purchase Plan 

The Company’s Dividend Reinvestment and Stock Purchase Plan (Reinvestment Plan) provides that sharehold- 
ers of record can reinvest dividends and also make limited additional investments of up to $50,000 per year in shares 
of common stock of the Company. Shares purchased under the Reinvestment Plan are authorized but unissued shares 
of common stock of the Company, and 29,843, 31,187, 28,024 and 25,802 shares were issued during the twelve months 
ended December 31, 1997 and the fiscal years ended June 30, 1997, 1996 and 1995. Delta reserved 200,000 shares 
under the Reinvestment Plan in December, 1994, and as of December 31, 1997 there were 109,651 shares still 
available for issuance. 

(5) Notes Payable and Line of Credit 

Substantially all of the cash balances of Delta are maintained to compensate the respective banks for banking 
services and to obtain lines of credit; however, no specific amounts have been designated as compensating balances, 
and Delta has the right of withdrawal of such funds. The available line of credit was $25,000,000, $20,000,000 and 
$20,000,000 at December 31,1997, June 30,1997 and June 30,1996, of which $19,395,000, $10,865,000 and $18,075,000 
had been borrowed at an interest rate of 6.935%, 6.785% and 6.285%, respectively. The maximum amount borrowed 
during the twelve months ended December 31, 1997 and the fiscal years ended June 30, 1997 and 1996 was 
$20,160,000, $10,865,000 and $18,075,000, respectively. The interest on this line is, at the option of Delta, either at the 
daily prime rate or is based upon certificate of deposit rates. The current line of credit expires during November, 1998. 

Short-term borrowings at June 30, 1996 were repaid in July, 1996, with the net proceeds of approximately 
$20,400,000 from the sale of $15,000,000 of debentures and 400,000 shares of common stock. 

(6) Long-Term Debt 

On July 19,1996, Delta issued $15,000,000 of 8.3% Debentures that mature in July, 2026. Redemption on behalf 
of deceased holders within 60 days of notice of up to $25,000 per holder will be made annually, subject to an annual 
aggregate limitation of $500,000. The 8.3% Debentures can be redeemed by the Company beginning in August, 2001 
at a 5 %  premium, such premium declining ratably until it ceases in August, 2006. Restrictions under the indenture 
agreement covering the 8.3% Debentures include, among other things, a restriction whereby dividend payments 
cannot be made unless consolidated shareholders’ equity of the Company exceeds $18,000,000. No retained earnings 
are restricted under the provisions of the indenture. 

On October 18,1993, Delta issued $15,000,000 of 6%% Debentures that mature in October, 2023. Each holder 
may require redemption of up to $25,000 annually, subject to an annual aggregate limitation of $500,000. Such 
redemption will also be made on behalf of deceased holders within 60 days of notice, subject to the annual aggregate 
$500,000 limitation. The 6%% Debentures can be redeemed by the Company beginning in October, 1998 at a 5% 
premium, such premium declining ratably until it ceases in October, 2003. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

On May 1,1991, Delta issued $10,000,000 of 9% Debentures that mature in April, 2011. Each holder may require 
redemption of up to $25,000 annually, subject to an annual aggregate limitation of $500,000. Such redemption will also 
be made on behalf of deceased holders within 60 days of notice, subject to the annual aggregate $500,000 limitation. 
The 9% Debentures can be redeemed by the Company at a 3% premium, such premium declining ratably until it 
ceases in April, 2001. The Company may not assume any additional mortgage indebtedness in excess of $1 million 
without effectively securing the 9% Debentures equally to such additional indebtedness. 

Debt issuance expenses are deferred and amortized over the terms of the related debt. In addition, losses on 
extinguishment of debt are deferred and amortized over the terms of the related debt, consistent with regulatory 
treatment. 

A non-interest bearing promissory note was issued by Delta on November 10,1995 in the amount of $1,800,000, 
and remaining installments are due in the amounts of $700,000 in 2000 and $700,000 in 2002. The note was issued 
when Delta purchased leases and depleted gas wells to develop them for the underground storage of natural gas. The 
promissory note installments are secured by escrow of 80,000 shares of Delta’s common stock. These shares will be 
issued to the holder of the promissory note only in the event of default in payment by Delta. 

Other long-term debt requires principal payments of $54,000 for the twelve months ending December 31,1998, 
at which time other long-term debt will be fully repaid. 

(7) Fair Values of Financial Instruments 

The fair value of the Company’s debentures is estimated using discounted cash flow analysis, based on the 
Company’s current incremental borrowing rates for similar types of borrowing arrangements. The fair value of the 
Company’s debentures at December 31,1997, June 30, 1997 and 1996 was estimated to be $40,402,000, $37,723,000 
and $22,073,000, respectively. The carrying amount in the accompanying consolidated financial statements as of 
December 31, 1997, June 30, 1997 and 1996 is $38,325,000, $38,505,000 and $24,000,000, respectively. 

The carrying amount of the Company’s other financial instruments including cash equivalents, accounts receiva- 
ble, notes receivable, accounts payable and the non-interest bearing promissory note approximate their fair value. 

(8) Commitments and Contingencies 

The Company has entered into individual employment agreements with its five officers. The agreements expire 
or may be terminated at various times. The agreements provide for continuing monthly payments or lump sum 
payments and continuation of certain benefits over varying periods in the event employment is altered or terminated 
following certain changes in ownership of the Company. 

(9) Rates 

Reference is made to “Regulatory Matters” herein with respect to rate matters. 

c) 

* 

a 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

(10) Quarterly Financial Data (Unaudited) 

fairly the results for the interim periods. 
The quarterly data reflects, in the opinion of management, all normal recurring adjustments necessary to present 

Quarter Ended 

Fiscal 1996 

September 30 ......................... 

December 31 .......................... 

Fiscal 1997 

September 30 ........ 

June 30 ................................. 

Fiscal 1998 

September 30 ......................... 
December 31 .......................... 

Operating 
Revenues 

$ 3,774,849 

8,406,787 
16,023,581 
8,370,838 

$ 4,074,332 

10,023,399 
18,651,406 

9,420,048 

$ 5,215,272 

11,787,820 

Operating 
Income 
( L O W  

$ (147,522) 

1,331,803 

3,421,608 

831,166 

$ 36,149 
1,090,513 

3,034,844 

1,154,076 

$ 181,905 
1,726,169 

Net 
Income 
(Loss) 

$ (760,662) 

649,089 
2,725,444 

47,478 

$ (734,296) 
198,153 

2,050,318 

210,090 

$ (813,982) 

591,312 

Basic 
Earnings 

(Loss) 
Per 

Common 
Share(a) 

$ ( A )  
.34 

1.44 
.03 

$ (.33) 
.09 
.88 
.09 

$ (.35) 
.25 

Diluted 
Earnings 

(Loss) 
Per 

Common 
S hare(a) 

$ ( 4 )  
.34 

1.44 

.03 

$ (.33) 
.09 
.88 

.09 

$ (.35) 
.25 

(a) Quarterly earnings per share may not equal annual earnings per share due to changes in shares outstanding. 

F-13 



No dealer, salesman or any other person has been 
authorized to give any information or to make any repre- 
sentations other than those contained in this Prospectus, 
and if given or made such information or representauions 
must not be relied upon as having been authorized by the 
Company or by the underwriter. This Prospectus does 
not constitute an offer to sell or a solicitation of an offer 
to buy any of the securities offered hereby in any state or 
jurisdiction to any person to whom it is unlawful to make 
such offer in such state or jurisdiction. The delivery of 
this Prospectus at any time or any sales made hereunder 
shall not imply that the information herein is correct as of 
any time subsequent to its date. 
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5. From 12/31/96 through to date, provide a detailed schedule listing all of the capital 
finances (by financing type) that have taken place, as well as the impact of these 
actual financing on the Company” actud capitd structure to date. 

RESPONSE: 

See Item No. 4 of this AG data request for Delta’s last financing since 12/31/96. 

WITNESS: John Ha11 





6. For 1999 through the year 2004 (or, if not available for this 5-year period, at least for 
the years 1999, 2000, 2001), provide a detailed financing plan listing all of the 
planned capital finances (by financing type) that will be issued, as well as the impact 
of these planned financing on the Company’s budgeted capital structure during 
these hture years. 

RESPONSE: 

Delta has no financing plans through fiscal year 2001. 

WITNESS: John Ha11 





7. What is the Company’s actual capital structure at this time, and what is the 
Company’s objective for its capital structure for the next 3 to 5 years. In addition, 
explain why the Company has this objective and how specifically it plans to achieve 
this objective capital structure. 

RESP 0 N SE: 

See Item No. 47 of this AG data request for Delta’s actual capital structure at this 
time. As stated in Item No. 6, Delta has no financing plans through fiscal year 2001. 

WITNESS: John Hal1 
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