


COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

November 30, 1999

John F. Hall

Vice President-Finance, Sec.,Treas.
Delta Natural Gas Company, Inc.
3617 Lexington Road

Winchestexr, KY. 40391

Honorable Robert M. Watt
Counsel for Delta Natural Gas
Stoll, Keenon & Park, LLP

201 East Main Street

Suite 1000

Lexington, KY. 40507 1380

Elizabeth E. Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY. 40601

RE: Case No. 1999-176

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

NiraD

Stephanie Bell
Secretary of the Commission

SB/hv
Enclosure




o ¢

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
AN ADJUSTMENT OF RATES OF DELTANATURAL ) CASE NO. 99-176
GAS COMPANY, INC. )
ORDER

Delta Natural Gas Company (“Delta”) has moved to strike the Attorney General's
(“AG") witnesses on the grounds that the AG failed to comply fully with its requests for
production of documents. The AG has moved to strike certain portions of the rebuttal
testimony of Delta witness Steven Seelye. We deny both motions.

Having considered both motions and the responses thereto, the Commission
finds that both motions are without merit. The AG has adequately responded to Delta’s
requests. His responses have not infringed upon Delta’'s right to cross-examine the
AG’s witnesses. We further find that, given the statements contained in the testimony of
the AG's witnesses, the challenged portions of Mr. Seelye’s rebuttal testimony were
properly within the scope of rebuttal testimony.

IT IS THEREFORE ORDERED that:

1. Delta’s Motion to Strike the Testimony of the AG's Witnesses is denied.

2. The AG’s Motion to Strike and Bar from Consideration is denied.

Done at Frankfort, Kentucky, this 30th day of November, 1999.

By the Commission

ATTEST:

Executive Directo
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PROCEDURE

On February 5, 1999, Delta Natural Gas Company filed a letter tariff filing seeking the
implementation of a three year experimental alternative regulation plan. Thé style' of that action is In
the Matter of Delta Natural Gas Company, Inc. to Implement an Experimental Alternative Regulation
Plan, Case No. 99-046. The Attorney General intervened in that action. On April 29, 1999, the
Company filed a notice of intent to file a general rate case. That general rate case was filed on July
2, 1999. The style of that action is In the Matter of Adjustment of Rates of Delta Natural Gas
Company, Inc., Case No. 99-176. The Attorney General intervened. On August 5, 1999, the
Commission entered an Order denying Delta Natural Gas Company’s Motion to consolidate the two
cases, and dismissing Case No. 99-046. The record in Case No. 99-046 was, however, incorporated
into the record of Case No. 99-176. Following full discovery, the Case No. 99-176 was heard on

October 28 and 29, 1999. This brief follows.

RATE BASE AND CALCULATED RATE OF RETURN
The Commission utilized Delta’s rate vbase rather than its total capital structure to determine
revenue requirements in the Company’s last general rate case, Case No. 90-066.' Delta did not seek
rehearing on this matter. In this proceeding Delta seeks to utilized the total capital structure rather
than the rate base to determine the Company’s revenue requirements. It does this without explanation
or justification in its direct or its rebuttal testimony. As Mr. Henkes explains at pages 8-10 of his

Direct Testimony, it is appropriate to utilize rate base rather than the total capital structure as the total

! In the Matter of: An Adjustment of General Rates of Delta Natural Gas Company,
Inc., Case No. 97-066, Order of December 8, 1997, page 21; Order on Rehearing of May 1, 1998.
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capital structure may include capital for investments that are “below-the-line” or are already receiving
rate recognition through other rate mechanisms. Therefore, the Commission should continue to use
the rate base for the calculation of the overall revenue requirement of Delta.
RATE BASE
Delta has proposed a rate base of $76,088,138. The AG, through the testimony of Robert J.

Henkes?, recommends four rate base adjustments with the net effect of reducing that rate base by a

total of $1,086,566, for a recommended rate base of $75,001,572. The specific adjustments
recommended follow.
2.1  Cash Working Capital -

Based on the lower recommended pro forma test year operation and maintenance expenses
recommended by the AG, and utilizing the 1/8" formula, cash working capital should be $1,050,255,
which is $47,000 lower than the cash working capital proposed by Delta.

2.2  Prepayments and Materials and Supplies

The Commission should continue to utilize the 13-month average test year balance for
prepayments and materials and supplies consistent with its ruling in Delta’s last general rate case,
Case No. 97-066, rather than adopting the end-of-test year balances proposed by Delta. Utilization
of the 13-month average test year balances increases Delta’s proposed prepayments by $100,451 and
materials and supplies by $121,751.

23  ADIT

The Commission should utilize the same ADIT components allowed in Case No. 97-066. If

2 Direct Testimony of Robert J. Henkes, filed September 23, 1999, pp. 12-20.
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this is done, Delta and the AG are agreed® that the ADIT rate base deduction balance in this case will

amount to $9,103,630. Utilization of the components consistent with past practice avoids inclusion

~ of ADIT components which have no relationship with the used and useful rate base components.

2.4 Customer Deposits

The Commission should treat customer deposits as a rate base deduction so long as or when
it treats the pro forma customer deposit expense as an operating expense of Delta. The reasons for
doing so are:

a. Both Delta and the AG are agreed that this treatment would be proper and appropriate.*

b. Customer Deposits, like customer advances, continue to come in at a greater rate than
they are refunded, so there is always a positive customer deposit balance just as there is a positive
customer advances balance. The customer deposits balance has historically grown gradually dver
time. Both customer deposits and customer advances are subject to refund. The positive balances of
customer deposits, like the positive balances of customer advances, are available to Delta for use as
customer supplied capital.

The only difference between customer advances and customer deposits is that Delta pays 6%
interest during the time it hold the customer deposits, but it does not pay interest on customer
advances. The payment of interest itself supports the treatment of customer deposits as a rate base

deduction. By requiring the payment of interest in KRS 278.460, the legislature has recognized the

3 See Delta Response to the Initial Data Requests of the Attorney General, Data

Request 19.

4 Prefiled Direct Testimony of Robert J. Henkes, pp. 16-17; Delta Response to
Attorney General Data Request 20.
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debtor-creditor relationship that arises between the utility and the customer with reference to the
customer deposit as a result of the fact that the utility is free to use the funds of the customer as it
pleases or needs for the duration of the time the deposit is held by the utility. If the interest is
recognized as an expense, the principal, the customer deposit balance, should be recognized as a rate
base deduction.

c. The Commission has previously treated customer deposit balances as rate base
deductions when treating the associated interest expense as a pro forma operating expense in
Kentucky Power Compaﬁy cases.

OPERATING INCOME

Delta has proposed a total pro forma test year operating income amount of $5,564,849. The
AG, through his witness Robert J. Henkes, has made twelve adjustments to the proposed operating
revenues, expenses and taxes with a net total effect of increasing Delta’s proposed operating income
by $664,486° to $6,229,335. The specific adjustments follow.

3.1 Year End Customer Revenue Adjustment

Delta agrees with the AG that the correction of certain mathematical errors in its year end
customer revenue adjustment calculation, as confirmed in revised Walker Exhibit 5, increases Delta’s
pro forma revenues by $119,549.

3.2 Year End Customer Expense Adjustment

Delta proposes an O&M expense increase of $54,498 associated with the year end customer

5 This amount includes (1) the concession of the pension expense adjustment

proposed in Mr. Henkes’s Direct Testimony based on evidence received after the hearing, and (2)
the inclusion of the medical expense adjustment which was not detailed in the Direct Testimony,
but was presented at the hearing.
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_revenue annualization adjustment based on an expense-to-revenue ratio of 17.92%. The AG proposes
an O&M expense increase of only $15,353 (839,145 less than the increase proposed by Delta) based
on an expense-to-revenue ratio of 3.62%.

The expense-to-revenue ratio of 17.92% improperly assumes that such expenses as employee
pensions and benefits, regulatory commission expenses, property insurance, outside services
employed and miscellaneous general expenses vary directly with revenues from additional customers.
In assuming that employee pension and benefits should be included in the expense-to-revenue ratio,
Delta is acting inconsistently with the Commission practice of eliminating all salaries and wages
from the expense-to-revenue ratio. It is also assuming a growth in the number of employees that is
not reflected by its history.

Delta’s history shows that it has experienced a 22% growth in the number of customers it
serves between 1991 and 1998, but that it has almost exactly the same number of employees it had
ten years ago.” This history confirms the propriety 6f excluding all salaries and wages and the need
to exclude employee pension and benefits from the expense-to-revenue ratio.

Likewise, there is no evidence to support an assumption that regulatory expense, property
insurance, outside services and miscellaneous general expenses will vary with the incremental sales

(2.86% increase in customers representing .58% of Delta’s total pro forma consumption and

§ See, Delta’s Response to the Attorney General’s Initial Data Requests, Number

67, in Case Number 99-046, In the Matter of: Delta Natural Gas Company, Inc. Alternative
Regulation Plan; Attorney General Hearing Exhibit Seven.

7 See, Delta’s Response to the Attorney General’s Initial Data Requests, Number

42, in Case Number 99-046, In the Matter of: Delta Natural Gas Company, Inc. Alternative
Regulation Plan; Attorney General Hearing Exhibit Seven.
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revenues)® recognized as a result of the year end customer sales annualization adjustment, or that they
should be included in the expense-to-revenue ratio.

At page 33 of his Rebuttal testimony, Mr. Seelye suggests that in the absence of a detailed
marginal costs analysis of Delta’s operating and maintenance expenses, Mr. Henkes cannot support
the contention that the listed expenses should not be included in the expense-to-revenue ratio. In truth,
as the burden of proof to support any increase rests on the utility under KRS 278.190(3), in the
absence of such a study, it is Delta, not the AG, who cannot support the inclusion of those expenses
in its expense-to-revenue ratio. Delta has not performed a marginal cost analysis to support its
position.’ The Commission should exclude those expenses and utilize the 3.62% expense-to-revenues
ratio resulting in an increase in the O&M expense of $15,353.

3.3  Payroll Expense Adjustment

Delta and the AG are agreed that the appropriate payroll O&M expense adjustment should be
$85,964. This is $30,235 lower than Delta’s proposed payroll adjustment of $116,199."°
3.4  Pension Expense Adjustment

Based on the latest actuary report, which was introduced into the record on November 13,
1999, as John Brown’s Response to Staff Hearing Data Request 1, the AG agrees that his adjustment

reducing pension expense by $82,599 shown on RJH-11 should be eliminated.

Transcript of Evidence, Volume I of I1, p. 291.
Transcript of Evidence, Volume II of II, p. 5.
10

Transcript of Evidence Volume I of I1, p. 197.

8
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35 401(k) Expense Adjustment

Tn 1998 the 401(k) expense increased by more than $40,000, representing a 28.8% increase
over the previous year’s expense. The increase from 1997 to 1998 was more than twice the increase
experienced in any of the preceding years. In response to Attorney General data requests, Delta stated
that one of the reasons for the large increase is that the 1998 expense includes a reclassification of the
pension expense due to an account distribution correction made for a trustee for the year of 1997 and
that absent that reclassification, the 1998 401(k) expenses would have been $161,634."" This expense

level is more in line with the historic expense increase trend and should be used for rate making

purposes in this case.

Utilization of $161,634 results in a gross 401(k) expense reduction of $18,736. Multiplying
$18,736 by an assumed 401(k) cost O&M ratio of 73.98%" results in a recommended 401(k) O&M
expense adjustment of $13,861.

3.6  Regulatory Expense.

There are three matters pertaining to regulatory expense.

3.6.A. DOT Pipeline Safety Program Expense

The first is the inclusion of two expense bookings for the DOT Pipeline Safety Program, one

for 1998 and one for 1999 in the 1998 test year Account 928. The amount booked in 1998 for the

u Transcript of Evidence, Volume I of I1, p. 171; Attorney General Cross

Examination Exhibit 2.

12 This ratio is the same as the payroll O&M ratio utilized in the payroll adjustment.

Direct Testimony of Robert J. Henkes, page 27.

9
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1999 expense is $23,960." Delta’s 1998 Test Year expenses should be reduced by $23,960, the
amount of the payment made for 1999, to remove that “out-of-period” expense item and to avoid a
doubling of the expense for the same regulatory program.

3.6.B. Rate Case Expenses Arising From Case No. 97-066.

The second matter pertaining to regulatory expense is the continuation of the recovery of the
costs of the last general rate case, Case No. 97-066, as an expense item in the amount of $24,960 in
the current rate case as a Miscellaneous Other Expense Item-Account 921.06. The AG urges the
Commission to refuse to continue the recovery of rate case expenses from the last rate case in this rate
case even though the company has not yet achieved full recovery of that expense.

The timing of a rate case is a matter entirely within the discretion of the utility. The recovery
of rate case expenses should be treated uniformly regardless of whether the gtility comes in before
the period over which its former rate case expenses were to have been recovered or whether it stays
out past that period. The sword should cut equally both ways. The ratepayers are never given the
benefit of reducing expenses in the current rate case by virtue of a company staying out longer than
the period over which it was to have recovered its last rate case expenses, though such a stay out does
result in an over recdvery if one matches time periods and expense recovery. Therefore, they should
not be required to bear the burden of two rate case expenses in future rates because the company
chose to come in for a rate case before the period over which the last rate case expenses were to be
recovered. The Company’s incentive to operate without rate cases is minimized or eliminated if it is

permitted carte blanche dollar-for-dollar recovery of multiple rate case expenses each time it comes

13 Attorney General’s Cross Exhibit 4.

10




in.

This is particularly true in a case where the company is seeking relief which should help it
extend the period of time between rate cases by eliminating the primary factor that has had a negative
influence on the company’s ability to earn - for Delta, the weather. Assume hypothetically that as a
result of this rate case Delta is given a weather normalization clause and that the weather
normalization clause operates as effectively for Delta as it has for Columbia Gas Company, thereby
reducihg the need for periodic rate cases as dramatically for Delta as it has done for Columbia Gas
Company.'* Were Delta subsequently able to stay out for a long period of time as a result of the
weather normalization clause, there would be substantial over recovery of the rate case expenses for
Case No. 97-066. Therefore, the rate case expense from Case No. 97-066 should not be continued as
a miscellaneous expense in this case in addition to the rate case expense for the current expense.
Instead, the rate case expense should be normalized in accord with the recommendation of Mr.
Henkes as set forth in his Direct Testimony at pages 28-29.

3.6.C. Rate Case Expenses Related to the Experimental Alternative Regulation Plan

In response to Staff hearing request number six, filed November 11, 1999, Delta has provided
information showing rate case expenses fér the alternative regulation plan case, Case No. 99-046, of
$35,518.11 and rate case expenses of $183,235.07 for its general rate case (which also includes an
experimental alternative regulation plan proposal), Case No. 99-176. Delta had not requested recovery

of rate case expenses associated with 99-046 in either Case No. 99-046 or Case No. 99-176 when the

14 Columbia Gas Company’s last rate case was 94-179. Previously, it came in for

rate increases an average of every two years.
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testimony was filed. Its rate case request was for $145,000", for expenses associated with Case No.
99-176. The AG considered this amount to be reasonable and, therefore, filed no testimony on that
point.

The inclusion of $35, 518.11 in the updated rate case expense list gives rise to the possibility
that the Commission will consider including that amount as a portion of the rate case expense
recovery. This leads to the necessity to urge the Commission to exclude all of the expenses associated -
with Case No. 99-046 from recovery in this case and to further eliminate that portion of the rate case
expense of this case, Case No. 99-176, that is related to the experimental alternative regulation plan
proposal contained herein if the Commission decides not to grant the proposed alternative regulation
plan.

The expenses identified as expenses for Case No. 99-046, the Experimental Alternative
Regulation filing, should be excluded because:

1. Recovery of the expense was not requested by Delta in Case No. 99-046.

2. Case No. 99-046 was dismissed.

3. As the expenses were filed after the hearing there has been no opportunity for review.

4. The experimental alternative regulation plan proposed in Case No. 99-046 was for the
primary benefit of the shareholders in that it sought a guaranteed rate of return (once the full three
year effect of the formula operated) under a formula designed to eliminate any risk for the
shareholders associated with the operation of the company to the ratepayers. This goes well beyond

seeking fair, just as reasonable rates, as is more fully discussed below. The cost of the effort to obtain

13 See, Filing Requirement, Volume I of I1I, Tab 25, FR #6-h, Schedule 4, line 5.
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that benefit should rest on the shareholders.

5. Delta chose to file an experimenta_l alternative regulation filing rather than a
straightforward rate case when its needs for a rate increase were clear, thereby knowingly incurring
the risk of the added expenses. Were the ratepayers required to bear the expenses of that case, the
utility would feel free to engage in any regulatory action it wants, without risk to itself for that action.
There would be no incentive to the utility to minimize regulatory experiments.

The expenses in Case No. 99-176 associated with the experimental alternative regulation plan
proposal contained therein should also be denied rate case recovery because the primary purpose of
the proposal continues to be to generate a guaranteed rate of return and to eliminate shareholders risk
by placing the full burden of managerial and operational risk on the ratepayers. The experimental
alternative regulation plan goes well beyond the requirements of Bluefield and Hope." It does much
more than provide the opportunity to earn envisioned by those cases. It shifts almost the entire risk
. for management decisions and for tﬁe operation of the company onto the shoulders of the ratepayers.
This proposal is strictly for the benefit of the shareholders. Delta could have sought a simple rate
increase or a rate increase plus a weather normalization clause to address the primary culprit in the
earnings situation. Instead, it has sought to reassign risk from the shareholder to the ratepayer through
the alternative regulation plan. Therefore, expenses associated with efforts to achieve that result
should be borne by the shareholders.

3.7 Bad Debt Expense Adjustment

Delta has a proposed actual 1998 test year bad debt expense of $345,870. As explained in the

16

Bluefield Water Works & Improvement Co. v. P.S.C,of West Virginia, 262 US
697 (1923); F.P.C.v. Hope Natural Gas Co., 302 US 591 (1944)
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prefiled Direct Testimony of Robert Henkes, at pages 30 and 31, the 1998 bad debt expense is
abnormally high. The problem was so great that Delta has implemented a prograonf more aggressive
collections which has resulted in a significant reduction of bad debt expense during 1999. In
information filed November 12, 1999, in response to Staff Hearing Request 1, Delta provided a
monthly comparison of bad debt expense comparing 1998 to 1999. That data shows that the actual
uncollectible for the 12-month period ended 10/31/99 was $213,385, as opposed to $353,870 for the
12-month period ended 10/31/98. The actual write-offs for 1999 were $205,669, as opposed to actual
write-offs for 1998 of $327,296.

Before receiving this information, Mr. Henkes had recommended that rather than utilizing the
abnormally high actual 1998 test year expense, a pro forma bad debt expense reflecting an appropriate
bad debt-to-revenue ratio be utilized. The suggested bad debt-to-revenue ratio is .67%, derived as the
average bad debt ratio experienced by Delta during the 4 year period of 1995-1998."” When that factor
is applied to the AG’s recommended base revenues and the projected GCR revenues at current rates,
it results in a pro forma bad debt expense of $250,666, which is $95,204 less than the $345,870 test
year expense, but $37,281 higher than the actual uncollectible for the 12-month period ended
10/31/99. The actual 1999 uncollectible is much less than the recommended pro forma bad debt
expense, and supports the utilization of that pro forma expense rather than the higher test year
expense.

3.8 Canada Mountain Expense Adjustment

While Delta has removed $121,120 of expenses relating to Canada Mountain, it has not

17 See, Exhibit RTH-14 accompanying the Prefiled Direct Testimony of Robert J.
Henkes.
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removed insurance allocable to Canada Mountain in the amount of $35,168 and Canada Mountain
expenses included in Account 1.921.06 in the amount of $750. Removal of the $35,918 total of these
two items is necessary to consistently remove all Canada Mountain expeﬁses. The Company has not
rebutted this AG recommendation.
3.9  Medical Expense Adjustment

During the hearing Delta’s witness John Brown agreed that the amount of $77,561 shown on
line seven of Schedule 4 (Filing Requirements, Volume 1 of I, Tab 25, FR #6-h) is a gross amount
which does not reflect the portion allocable to construction and subsidiaries. Accordingly, he agreed
that it would be appropriate to multiply that number by a ratio of 73.98% to arrive at the corrected
expense of $57,380." $57,380 is the expense that should be reflected in the test year O&M
adjustments. This is $20,181 lower than the amount of $77,561 reflected in Schedule 4.
3.10 Miscellaneous Expense Adjustment

The Commission should further reduce miscellaneous expenses for Delta by $30,114. This
amount represents (1) a reduction of $404 for spousal travel expense; (2) $805 for expenses relating
to Account A/C 1.921.29 - meals and entertainment expenses related to golf outings, Hazelrigg
Government Relations and Rotary and Kiwanis; (3) $1,274 for A/C 1.921.7 - employee membership
expenses for Kiwanis, Rotary, Lions and other club dues; and (4) $27,631 for an abnormal expense
booking relating to a settlement of a sales tax audit.

In his Rebuttal Testimony, John Brown took umbrage with the AG’s adjustment reducing

miscellaneous expenses by $27, 631 relating to the settlement of the sales tax audit, saying that audits

13 Transcript of Evidence, Volume 1 of I, pp. 184-185.
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are a normal part of doing business. This testimony is contradicted by Mr. Brown’s August 11, 1999,
response to Attorney General Data Request 26 in which he states that the settlement of that sales tax
audit is the only abnormal booking (i.e.-abnormal bookings that are not typically booked on an annual
recurring basis) for the test year Therefore, the Commission should also reduce miscellaneous
expenses by $27,631 representing abnormal expense booking for settlement of sales tax audit.

The total miscellaneous expense adjustment should be $30,114.
3.11 Payroll Tax Expense Adjustment

Delta has proposed a payroll tax increase of $8,937 which fails to account for the O&M ratio
of 73.98% that must be applied to the proposed gross payroll increase to arrive at a net payroll which
will then be multiplied by the payroll tax ratio."” The corrected net payroll increase gives rise to a pro
forma payroll tax increase of $6,611. This is $2,326 less than the incorrect amount reflected by Delta.
3.12 Property Tax Adjustment

Delta’s witness John Brown agreed with the AG’s adjustment to property taxes which results
in a recommended property tax expense adjustment of $113,555.%° That arﬁount reduces Delta’s
proposed property tax expense by $66,408.
3.13 Income Tax Adjustments

Differences in the pro forma test year taxable income arising from the AG’s adjustments to
the pro forma test year operating revenues net of the pro forma test year operating expenses and

interest expenses and in the pro forma interest tax-deductible interest expenses (calculated through

K}

19 See Schedule RJH-17 attached to the prefiled Direct Testimony of Robert J.
Henkes.

20

Transcript of Evidence, Volume I, pp. 205-206.
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the “interest synchronization method”)?! results in pro forma taxes which are $40,854 lower than the
pro forma tax amount proposed by Delta.

Delta’s calculation failed to reflect the annual ITC amortization of $71,000 and did not reflect
any amortization of the excess deferred taxes existing as of December 31, 1998 resulting from the
change in the statutory FIT rate. These oversights involve adjustments of $71,000 and $21,150,
respectively, which results in a total recommended net pro forma income taxes of $1,458,445. This
recommendation is $138,004 less than Delta’s proposed pro forma income tax amount of $1,596,449.

COST OF CAPITAL AND RATE OF RETURN
4.1  Short Term Debt and Long Term Debt

The Attorney General accepts Delta’s proposed debt cost of 5.41% for short-term debt and
7.48% for long-term debt.?

4.2  Cost of Equity Capital

The Commission should find 10.25% to 11.25% as the range for the cost of equity for Delta
in the event the weather normalization clause is not adopted, and 10.0% to 11.0% as the range for
Delta’s cost of equity in the event the weather normalization clause is adopted .

Pursuant to Bluefield Water Works & Improvement C. v. P.S.C. of West Virginia, 262 US
697 (1923) and E. P.C. V. Hope Natural Gas Co., 302 US 591 (1994), rates should be determined so
that a utility which is operating under efficient and economic management has an opportunity to earn

enough revenue to meet operating expenses and to permit a return to its owners that is commensurate

21 The specifics are detailed in RJH-18 attached to the prefiled Direct Testimony of
Robert J. Henkes.

22

Transcript of Evidence Volume 11 of II, page 226.-
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with the return on investments in other enterprises which have corresponding risks, that is sufficient
to assure confidence in the financial integrity of the utility, and that is sufficient to attract capital.

To arrive at a cost of equity which satisfies these mandates Dr. Weaver engaged in an
extensive risk analysis of Delta relative to other gas distribution companies and utilized three standard
methodologies with data from Delta and from other gas distribution companies. The methodologies
he used were the discounted cash flow (DCF) method, the Capital Asset Pricing Model (CAPM) and
the Bond-Yield-Risk-Premium approach. As a result of the full analysis Dr. Weaver found the cost
of equity for Delta to be in a range from 10.25 to 11.25 percent in the event that neither the proposed
weather normalization clause nor the alternative regulation pian are adopted.”’ Because adoption of
a weather normalization clause would help stabilize earnings and reduce risk from Delta’s greater use
of leverage, the appropriate range for cost of equity would be reduced by 25 basis points to 10.0 to
11.0%.

As a prelude to the application of the three cost of equity determination methodologies, Dr.
Weaver first established a group of five gas companies that increased total assets in 1998 and were
as similar as possible to Delta in total asset size, the net sales to total assets ratios and two measures
of leverage, the common equity ratios and the total liabilities to total assets ratios.* Dr. Weaver
found that Delta is smaller than the five selected companies, which in turn are small relative to other
companies reported in Value Line and that the selected companies, having increased assets in 1998,

had faced the pressure of outside-financing as Delta had done. The selected. companies average sales

3 Prefiled Direct Testimony of Dr. Carl Weaver, Case No. 99-046 (hereinafter
Weaver, 99-046), p 38. :

24 Weaver, 99-046, pp. 11-16; Schedules 1-5.
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per dollar invested in assets, although higher than Delta’s, were closer to Delta than to other reported
companies. Also, Dr. Weaver found that the selected companies had 3.1 percentage points more
leverage than Delta.

Having established the five company group, Dr. Weaver then examined the risk associated
with the capital structure of Delta and the selected group and the published risk measures and cash
flow measures for Delta and for the selected group.”

42.A Risk Analysis

42.A.1 Capital Structure

The comparison of Delta’s capital structure to that of the selected companies shows Delta to
be somewhat more risky than the selected companies because of its greater fixed capital service
payment financing and amount of repayment obligations.”® Delta’s total liabilities to total assets was
71% while the same ratio for the five companies averaged 66%.%” The selected companies in
addition, averaged 1.9% preferred stock capital in their capital structure making the total percentage
of fixed charge or debt items 67.9%. Dr. Weaver explained that the fixed charges and the debt
repayment obligations givé rise to the risk that stems from the use of leverage. Consequently, the
leverage risk differences between Delta and the selected companies at 3.1 percentage points is small.

42.A2 Cash Flow Analysis

Dr. Weaver performed a series of cash flow analyses designed to evaluate risk by looking at

2 Weaver, Case No. 99-046, pp 14-16.
2 Weaver, Case No. 99-046, pp 16-17; Schedules 7-6.

z See, Schedule 5 and Schedule 7 appended to the Prefiled Direct Testimony of Carl
Weaver.
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the cash flow coverage of interest, of dividends, of investing activities, and of net income.?® He
limited his examination to cash flow from operating activities as defined in FASB 95. This eliminates
consideration of cash flow arising from external financing. In each analysis, the number of times the
internally generated cash flow would cover the item examined establishes the risk -- the greater the
number of times internally generated cash flow covers an obligatioﬁ, the lower the risk that Delta
would be unable to make the payment. As a result of these examinations Dr. Weaver concluded that
Delta has nearly the same risk as the selected companies. There is some risk difference (Delta is
higher risk) arising from the potential need for external financing for its investment in assets. There
is some risk difference (Delta is lower risk) connected with Delta’s excellent quality of earnings as
a result of its cash flow coverage of net income and dividend payments.”

42.A3 Published Risk Data

To evaluate investor perceptions of Delta’s risk as it appears in published risk data and as it
stands in relation to the selected companies, Dr. Weaver looked at Delta and the selected companies
under the Standard & Poor’s (S&P) Beta, the S&P risk evaluation, and the S&P relative strength rank

measures. Dr. Weaver also looked at the Value Line Safety Rating and beta. %

28 Weaver, Case No. 99-046, pp.16-21.
» Weaver, Case No. 99-046, pp. 20-21.

30 Weaver, Case No. 99-046, p.22; Transcript of Evidence, Volume II of I, p. 225.
Just before the hearing Dr. Weaver discovered Delta is covered by the Expanded Value Line, and
that its beta is .45. Transcript of Evidence Volume I of II, pp. 232-233. Value Line does not carry
Delta in its standard publication which is accessible to most investors. Though it does publish
information about Delta in its extended coverage series, this publication does not have the wide
spread distribution and the general availability to investors that is inherent in its standard series.
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As a result of the specific findings derived from examining each of those criteria, Dr. Weaver
concluded that the published market indicates that the five selected companies are less risky than the
average company, and that they should, therefore, have a cost of equity that is lower than that of an
average company. Likewise, he concluded that Delta is also less risky than the average company, and
so should have a cost of eciuity which is less than that of the average company but higher than the
selected companies if neither the weather normalization clause nor the alternative regulation plan are
adopted.’!

42.A4 Risk Analysis Summary.

Dr. Weaver’s conclusion, based on the entirety of the risk analyses performed, is that while
Delta is more risky than the selected companies, all of the companies, including Delta, are about one-
half as risky than the average investor owned company. Delta is similar to, but a bit more risky than
the selected companies as a result of its somewhat greater use of financial leverage, greater operéting
leverage and a need for external financing. But, its beta is lower than that of the selected companies,
it has strong cash flow coverage of dividends and excellent quality of earnings. Accordingly, its cost
of equity capital will be lower than that of an average company and somewhat higher than the
selected companies.’?

4.2.B Impact of Economic Conditions
Dr. Weaver next turned to an examination of current and prospective economic conditions to

determine what if any impact they would have on the cost of equity capital. He looked at historic and

3 Weaver, Case No. 99-046, pp. 24-25.
32 Weaver, Case No. 99-046, pp. 24-25.
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forecasted changes in the consumer price index (CPI), in the gross domestic product (GDP), and in
interest rates. He concluded that based on the low rate of inﬂation, the moderate growth in the GDP
and relatively flat interest rates, capital costs are relatively low and will remain at or near the current
rates for the foreseeable future.*®
4.3  DCF and Flotation Costs

Dr. Weaver then turned to the calculation of the range of the cost of equity through the DCF
model. The DCF model requires an estimate for growth in dividends and in market price appreciation,
and a dividend yield. These growth factors were found by looking to analysts’ forecasts and by
extrapolation from historical growth for Delta and for the five selected companiés in various areas.**
These measures were put into the DCF formula as “g”, thereby producing the range in cost of equity
capital found by Dr. Weaver under the DCF methodology.

He then established both the current dividend yield and the expected dividend yield, because
that is what is required for the DCF model. The expected dividend yield is found by multiplying the
current dividend yield times one plus the growth rates found using analysts’ forecasts and historical
information for Delta and for the five selected companies.

Dr. Weaver made no flotation cost adjustment because Delta has no financing plans through

fiscal year 2001.3° Capital expenditures are expected to be down significantly in 1999. Given the

3 Weaver, Case No. 99-176, Revised Pages for the July 30 Testimony of Carl
Weaver in Case No. 99-046,, pp. 26-28, Schedules 17-20.

34 Weaver, Case No. 99-176, Revised Pages for the July 30 Testimony of Carl
Weaver in Case NO. 99-046, pp. 29-35.

3 See Delta’s Response to PSC Order of June 4, 1999, Data request 6.
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lack of certainty as to whether Delta will be seeking external funds from the capital market, and
whether the funds, if sought, will take the form of debt or equity, it is not proper to add a flotation
cost adjustment.

As the end result of these calculations Dr. Weaver concluded that the DCF model establishes
a cost of equity for Delta in the range of 7.4% to 10.7% percent.
44  CAPM and Bond Yield Plus Risk Premium

Dr. Weaver also established a range of cost of equity using the CAPM. That range is from
9.0% to 11.1%.%¢ It is somewhat higher than the range established with the DCF model. Dr.
Weaver’s Bond-Yield-Risk-Premium analysis produced a cost of equity range of 9.9% to 10.9%.%’

The average range found using all three methodologies was 8.8% to 10.9%. When the high
and low values are removed from the average, the range is 9.5% to 10.8%.
4.5  Recommended Cost of Equity

If neither the alternative regulation plan nor the weather normalization clause are adopted, the
Commission should adopt a cost of equity range for Delta of 10.25% to 11.25%.* Dr. Weaver, using
the information obtained using the DCF, CAPM, and Bond-Yield-Risk-Premium methods concluded
that the cost of equity for the five selected companies is in a range from 9.75% to 10.75%. Dr.

Weaver’s recommendation for Delta represents the addition of 50 basis points to that range to reflect

36 Weaver, Case No. 99-176, Revised Pages for the July 30 Testimony of Carl
Weaver in Case No. 99-046, p. 35; Schedule 25.

37 Weaver, Case No. 99-176, Revised Pages for the July 30 Testimony of Carl
Weaver in Case No. 99-046, pp. 36-37; Schedules 26031.

38 Weaver, Case No. 99-176, Revised Pages for the July 30 Testimony of Carl
Weaver in Case No. 99-046, p. 38.
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the fact that Delta is somewhat more risky.

In the event the weather normalization clause is adopted, the Commission should adopt a cost
of equity range of 10% to 11%. There is a direct correlation between the weather and Delta’s EPS.*
The adoption of a weather normalization clause will reduce risk, eliminating the weather induced
exacerbation of the problems caused by the vafiability of Delta’s equity ratio, high fixed operating
costs and its temperature sensitive load which is comprised in great part by residential and
commercial space heating.*’ It will help stabilize earnings and reduce Delta’s risk from the greater
use of leverage.*! It would bring Delta more closely in line with the selected companies, three of

‘'which have weather normalization clauses as Delta points out, eliminating a good portion of the
différence in risk between Delta and the selected companies. Therefore, it is appropriate to reduce the
risk differential from 50 basis points to 25 basis points for a range of 10% to 11%.%

46  Delta’s Cost of Equity Recommendation

The Commission should reject the cost of equity results supported by Dr. Blake for a variety
of reasons. In this, his first effort to perform as an expert cost of equity witness, Dr. Blake failed to
comply with the requirements of Bluefield and Hope by failing to establish a set of comparable

companies for obtaining data in his DCF analysis. His list of 29 companies, which is set forth in

Exhibit MJB-5, shows Delta’s figures and the figures for those companies, but in no way establishes

39 Weaver, Case No. 99-046, p. 30; Prefiled Direct Testimony of Martin J. Blake,
pp. 11, 15; Transcript of Evidence, volume I of II, p. 113..

40 Prefiled Direct Testimony of Martin J. Blake, p. 18
4 Weaver, Case No. 99-176, p. 6-7.
42 Weaver, Case No. 99-176, pp. 6-7.
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that the companies are comparable, or that a comparability analysis has been done. Dr. Blake further
failed the requirements of Bluefield and Hope by failing to make a determination of the cost of equity
of any company other than Delta, as is required to assure that the cost of equity proposed be
comparable with other companies that have similar risk.

4.6.A Dr. Blake failed to implement the DCF model correctly.

Dr. Blake used the current dividend yield rather than the expected dividend yield as is required

by the model. In cross examination, he demonstrated a fundamental lack of understanding of the
model’s requirement for determining the expected dividend yield.*® This understanding is important
because the DCF model is derived from an infinite stream of dividends that have compound growth
at the rate “g” determined by multiplying the current dividend by 1 plus “g” for the next period’s
dividend. Dr. Blake’s mis-application of data to the DCF model gives rise to erroneous and
unreliable results.

Dr. Blake advocates the application of a two-stage DCF model to allow dividends to grow at
the current rate reported by analysts in the first stage and to grow at the same nominal rate as the
industry in the second stage as an appropriate model for Delta. In his linear trend model, which is not
a form of the DCF model, he utilized industry average growth rates for some calculations and a
transitional linear trend to “smooth the transition from the analysts’ expected growth rate to the

overall industry growth rate.”* Nowhere in his testimony does Dr. Blake describe the transitional

linear trend he used, its basis, or data sources for its use. Neither does he show that Delta is

4 Transcript of Evidence, Volume I of II, pp. 221-224; Prefiled Direct Testimony of
Martin J. Blake, pp. 20-24.

44 See, Response to Staff Data Request 54, PSC Order dated August 23, 1999.
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performing like an average company in the industry. In fact, in his comparisons of Delta to the 29
companies set out in Exhibit MJB-4, he argues that Delta’s measures show it to be performing well
below average. Since Dr. Blake argues that Delta is not comparable to the industry average, it is
inconsistent for him to use industry averages in the so-called two-stage DCF model (which is not a
two-stage DCF model at all but a regression model). The result is not a reliable indicator of what a
proper cost of equity for companies of similar risk will be. Furthermore, it'demonstrates Dr. Blake’s
inexperience in attempting to perform as a cost of equity expert witness. This lack of knowledge adds
further evidence that Dr. Blake’s testimony should be rejected.

4.6.B Dr. Blake’s CAPM analysis is flawed and should be rejected.

Dr. Blake’s CAPM analysis indiscriminately mixes the 8% market risk premium obtained
from the SBBI 1999 Yearbook with the most current treasury bond of 6.08%.* Consistency requires
either the use of the SBBI 1999 Yearbook 8% market risk premium and the 5.4% long term bond
yield from that same source (the result of the CAPM analysis using these factors is 9.8%) or else a
current market risk premium and the most current 20 year treasury bond data. Dr. Blake readily
agreed that the 1926-1998 risk premium covers numerous business cycles, a major depression and
wars.* He fails to show how that is representative of the future, and why, therefore it is more
appropriate to use than a current or a forecasted market risk premium.

Further, because Delta was not covered by Value Line, Dr. Blake used a .55 beta, derived

from the mode of his 29 companies in his CAPM analysis. In fact, the beta of Delta is .45, as is shown

43 Exhibit MIB-6 and MJB-7; Transcript of Evidence, Volume I of II, pp.227-228.
46 Transcript of Evidence, Volume I of II, pp. 227-228.
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in the Expanded Value Line.

These lack of consistency errors further demonstrate Dr. Blake’s inexperience in attempting
to perform as a cost of equity expert witness. They add further evidence that Dr. Blake’s testimony

should be rejected.

4.6.C Dr. Blake’s size risk premium should be rejected.

Finally, Dr. Blake jumps back to the SBBI 1999 Yearbook to add a 2.6% size premium
derived from that source to the results of his CAPM analysis. There is absolutely no indication that
the size premium deals with companies of comparable risk and therefore, nothing to support its use
to boost the cost of equity for Delta. The size premium reported in the SBBI 1999 Yearbook is for
all companies, not just regulated companies, and most certainly not just regulated gas distribution
companies. In cross-examination, Dr. Blake admitted that the premium was calculated from regulated
companies, non-regulated companies, mature companies, seasoned companies, new companies,
companies that failed for lack of management expertise and companies that failed for numerous other
reasons. The fact that a company is regulated reduces its risk.*’ The use of the size premium should
be rejected in the absence of evidence that it is applicable to companies of comparable risk.

ADDITIONAL REQUESTS

In this case Delta asks this Commission for four extraordinary measures of relief over and
above fair, just and reasonable rates. It asks for special cost of equity and capitalization considerations
designed to boost its allowed rate of return without assigning a higher cost of equity. It asks for a

weather normalization clause to offset the impact of weather on its temperature sensitive load, and

47

Transcript of Evidence, Volume I of I1, p. 229.
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it asks for an alternative regulation plan to ensure that it will earn its allowed rate of return. All of
these forms of added relief are predicated upon the tenuous argument that when a company has
repeatediy failed to earn its allowed return, this somehow establishes that the company has not been
given an adequate opportunity to earn that return*® with the consequence that it then becomes the
Commission’s job to assure that the actual rate of return will more closely track the allowed rate of
return through some sort of alternative or added regulatory measures.*

Clearly, the Commission has no statutory or constitutional obligation other than to set fair,
just and reasonable rates which provide Delta, operating under efficient and economic management,
an opportunity to generate enough revenue to meet operating expenses and to permit a return on
investment to the owner that is commensurate with the return on investments in other enterprises

which have corresponding risks, that is sufficient to assure confidence in the financial integrity of the

48 See Prefiled Testimony of Martin Blake, p. 10, lines 9-12 and 18-20, where he
says,

... autility that consistently earns less than the allowed rate of return or which

has averaged significantly less than the allowed rate of return for a long period of

time cannot be said to have a reasonable assurance of earning the allowed rate of

return. . . Thus, it may make sense for regulators to not only deal with the mean

value of the distribution of returns, as they do when they set the allowed rate of

return in a rate case, but to also deal with the variability of returns through some

alternative regulatory mechanism.

49 Delta is not the first utility to try to persuade the Commission that it is incumbent
upon the Commission to help assure that the utility earns its allowed rate of return by processes
outside of or in addition to the traditional general rate case. In Case No. 10423, In the Matter of
the Tariff Application of Kentucky American Water Company Procedure for Company Revenue
Requirements, Kentucky American filed a tariff in which it sought to obtain the revenue
requirement associated with a major new construction project through a tariff filing rather than
through a general rate case. In support of its effort, Kentucky American claimed that traditional
methods of ratemaking would not allow it sufficient opportunity to earn its authorized rate of
return due to the regulatory lag inherent in the general rate case procedure. The tariff was
proposed as a means to reduce or eliminate that delay. The application was rejected.
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utility, and that is sufficient to attract capital. KRS 278.030; Bluefield, supra.; Hope, supra.
Opportunity is not a guarantee, it does entail risk. With each of its proposed measures, Delta is
asking the Commission to go beyond granting it the opportunity to earn as that has traditionally been
defined in the setting of fair, just and reasonable rates. With each added measure Delta is also asking
the Commission to reduce the risk inherent in that opportunity to earn. As Delta is asking the
Commission to go beyond its statutory and constitutional obligations, Delta bears the burden of
showing that each measure is a benefit to all concerned, not just a benefit for the shareholders.

5.1  Imputed Capital Structure and L.everage Premium.

Dr. Blake proposes two alternate means as cures for the difficulty Delta faces as a result of
the fact that it has a low equity ratio. The first is the use of an imputed capital structure in determining
Delta’s revenue requirement consisting of 43.5% common equity and 56.5% debt. The second is the
use of a leverage adjustment of a 2% leverage premium. Both represent radical departures from this
Commission’s historic practice. Furthermore, Dr. Blake’s failure to use the DCF model and the
CAPM model correctly indicate that he lacks the expertise required to give credibility to his
recommendations regarding capitalization.

The imputed capital structure proposal, designed to cure Delta’s common equity ratio problem
- like the proposal for a weather normalization clause, the proposal for an alternative regulation plan,
and the proposal that the Commission might utilize a size premium for Delta - assumes that it is the
Commission’s obligation in this case to cure each and every hurdle faced by Delta as a function of
providing Delta with an opportunity to earn under the standard of Bluefield and Hope. It is not the
Commission’s obligation to remove all hurdles from Delta’s path, particularly those hurdles which
are derived or result in part from management decisions. Instead, its obligation is to provide Delta,
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when operating under efficient and economical management, the opportunity to earn the return, as
is required by Bluefield and Hope.

The common equity ratio problem is clearly derived in part from and is a result of managerial
decisions (among others, decisions not to seek rate increases as soon or as often as it should have).
If the Commission decides to engage in risk reduction for Delta, in addition to providing it the
required opportunity to earn its return, it should avoid remedies which involve a radical departure
from the Commission’s past practice until it has seen what affect remedies designed to address
matters outside the realm of managerial discretion (i.e-thé impact of a weather normalization clause)
will have. Of the problems faced by Delta, the only one over which it has no control, and therefore
the only one in which managerial discretion plays not role, is the weather and the impact the weather
has had on its earnings. The Commission should address the problem of the impact of weather on
revenues first and hold off all other remedial actions to see whether that remedy affords Delta the
relief necessary to set it back on its feet.

The Commission should also decline to assess a leverage adjustment. Not only does it
represent a radical departure from past Commission practice, it is not even fully supported by the
literature offered by Delta. Based upon the same article by Brigham, Gapenski and Aberwald in
which it is stated that “the data did not permit analysis outside the 42.5 to 54 percent debt ratio range,
so we cannot say what would happen to interest rates if debt were below 42.5 or above 54 percent”,
Blake recommends a leverage premium of 200 basis points.”® He suggests that the resulting 13.9%

return on equity (in conjunction with Delta’s actual capital structure) will bring Delta more in line

50 Prefiled Direct Testimony of Dr. Blake, p. 17.
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with the panel of 29 companies.’! An examination of the panel of 29 companies set out in Exhibit
MJB-1, shows that of the 29 companies, 20 have a debt ratio outside the 42.5 to 54 percent debt ratio
utilized in the Brigham, Gapenski and Aberwald study. Therefore, that study cannot be used to
determine a reliable leverage premium for Delta. A leverage premium should not be assessed.

Likewise, the Commission should not utilize an imputed capital structure in this proceeding.
The imputed capital structure is a pure fiction designed to increase return. It too represents a radical
departure from past Commission practice and is unsupported by any data suggesting this would
provide a return commensurate with the return on investments in other enterprises having
corresponding risks. Dr. Weaver showed that when total debt, including all current liabilities which
must be repaid in the current operating cycle of business, and preferred stock is considered, Delta’s
leverage is only 3.1 percentage points greater than the five companies he selected as being closest to
Delta. Delta should not receive a bonils return based on its common equity ratio, particularly not until
it can be see whether the rate stability that arises from a weather normalization clause can set Delta
back on its feet. Delta’s problem has arisen gradually and in steps. Any cure should be affected
gradually and in steps.
5.2  Weather Normalization

There is no question about the negative impact the weather has had on Delta’s earnings in
recent years. Non-gas costs are collected largely on a volumetric basis.”?> For Delta, with its large

residential and small commercial space heating load, the impact of weather has been significant. Of

3 Prefiled Direct Testimony of Dr. Blake, p. 28-29.
52 Prefiled Direct Testimony of Thomas S. Catlin, p.16.
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the financial woes Delta suffers, those related to the shortage of revenues arising from warm winters
are both the primary reason for Delta’s failure to achieve its allowed rate of return®® and the single
financial risk which cannot be affected in any way by management. If the Commission finds it
necessary to bolster Delta’s ability to achieve allowed rates of return in addition to establishing fair,
just and reasonable rates, the difficulties posed by the weather would be the most appropriate starting
point.

Weather noﬁnalization clauses are difficult to explain and defend to the consuming public.
Weather normalization clauses may well result in paying more for energy in warmer than normal
periods or paying surcharges assessed for warmer than normal periods after colder weather and its
cbmmensurately larger bills have set in. Thus, the customer may pay the higher bill associated with
the colder weather plus a surcharge associated with the warmer than noﬁnal weather. While properly
designed weather normalization clauses function symmetrically to reduce bills during colder than
normal times, it may well be that the credit arising from a colder than normal period is assessed
during subsequent warmer months which causes the credit to go unnoticed by the consumer.

Regardless of these difficulties, the weather normalization clause is the least objectionable of
the all the added regulatory measures proposed by Delta as a means of assuring that its actual rate of
return more closely tracks its allowed rate of return. Not only is weather a factor entirely beyond the
control of the utility, weather is normalized for the purposes of establishing rates.

If, however, a weather normalization clause is adopted, it should be paired with a downward

adjustment in the cost of equity to reflect that the weather normalization clause will operate to

33 Transcript of Evidence, Volume I of I1, pp. 112-118; Prefiled Direct Testimony of

Dr. Martin Blake, pp. 11, 15.
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stabilize rates and will virtually eliminate the most significant eleﬁlent of risk Delta has faced in
earning its allowed rate of return. As Delta pointed out, three of Dr. Weaver’s five selected companies
have weather normalization clauses. The adoption of a weather normalization clause for Delta will
reduce Delta’s risk, making it more like the selected companies. Therefore, its cost of equity should
be less than its cost of equity in the absence of a weather normalization clause.
53  Alternative Regulatory Plan

Delta’s alternative regulation plan should be rejected outright. There is absolutely no reason
to grant it.

5.3.A Delta’s alternative regulation plan asks the Commission to engage in a form of
ratemaking that is distinctively different from any it has done before.

Because the alternative regulation plan is a formula rate, Delta attempts to present the
alternative regulation plan as a simple extension or continuation of that which the Commission has
been doing with the gas supply clauses, with performance based rates and with single rate making
clauses in the past. The only similarity between the alternative regulation plan and those regulatory
endeavors is that it is a formula rate. Its purpose and function are dramatically different from
everything the Commission has done to date with formula rates.

Formula rates addressing rate of return as an element of the formula have been utilized to déte
only where the legislature has specifically instructed the Commission to act under KRS 278.183 (the
environmental surcharge act), KRS 278.512 (pertaining to the regulation of telephone companies);
and KRS 278.516 (alternative regulation process for small telephone utilities). Obviously, there is

no statute specifically instructing the Commission to utilize formula rates as the fair, just and
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reasonable rate for gas and electric utilities.** Furthermore, the rates established under KRS 278.183,
KRS 278.512 and KRS 278.516 include a rate of return, but do not make the maintenance of the rate
of return their primary objective in contrast to Delta’s formula, which is specifically designed to
maintain its rate of return. Delta has presented no good reason why this Commission should make
the leap to use of a formula rate in the absence of specific legislative authorization and direction for
this purpose.

807 KAR 5:056, the fuel adjustment also uses a formula rate, but it deals with costs that are
both highly variable and volatile. Through the use of formula rates, gas supply recovery clauses also
deal with costs that are volatile and highly variable. It is the variability and the volatility of the costs
which has made formula rates and automatic adjustments, or adjustments with abbreviated review,
an appropriate mechanism for the regulation of those costs. See, Southern California Edison
Company v. Public Utilities Commigsion, 144 Cal. Rptr.r905, 576 P.2d. 945 at 954 (1978) (the
commission employs adjustment clauses when it encounterers an item of expense or revenue which
tends to vary abnormally in comparison to he utility’s other financial data); Re Mountain States
Telephone and Telegraph Company, 100 PUR4th 20 at 50 (Colorado Public Utilities Commission,
February 10, 1989)(the cost adjustment concept had its origin as early as 1923. . .The overall
justification for adjustment clauses was to effect timely rate changes in response to rapidly increased
costs beyond the control of gas utilities.) Delta’s formula rate is not designed to address volatile or

highly variable costs. Rather, it is designed to avoid the burden of the rate making process while

34 In fact, in the same session in which KRS 278.512 was enacted, KRS 278.192,
permitting the use of forward looking test years in support of proposed rate increases, was
enacted. The continuation of traditional ratemaking was contemplated by the legislature.
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procuring the benefits of an assured rate of return for the shareholders.

It is worthy of note that in the preamble to KRS 278.516 the legislature set forth the same
reasons Delta sets forth in support its alternative regulation plan as the reason for the enactment of
legislation to permit the use of alternative regulation procedures for small phone companies. There,
the legislature finds that small telephone utilities lack the resources to fully participate in the existing
regulatory process, particularly under traditional rate of return, that thé growth and development of
small telephone utilities can be retarded by requiring the expenditure of excessive time and money
responding to and addressing regulatory process instead of devoting those resources to customer
service and more productive business concerns and issues, and, that it is in the public interest to
provide regulatory flexibility to small telephone utilities to enable them to adjust to the competition
and innovation that has come to and is coming to the telecommunications industry.”® Though the
legislaturé is cognizant of the type of pressures which concern Delta, it has not seen fit to enact
legislation to grant gas utilities the same flexibility of ratemaking granted small telephone utilities.
The Commission should not make that leap in the absence of specific legislative direction.

The Commission’s use of performance base ratemaking in conjuqction with the gas supply

clauses of Western Kentucky Gas, ULH&P and LG&E is also a far cry from what Delta seeks with

55

Compare the points made a pages 4 and 5 of the February 5, 1999 filing where
Delta points out that by providing a less resource intensive process for keeping Delta’s rate of
return within a commission prescribed zone of reasonableness, the alternative regulation plan
would allow the utility to focus on improving operations rather than using management talent to
conduct full blown rate cases; that conducting a rate case is resource intensive and costly and the
alternative regulation plan would result in a cost savings to the utility; and, that Delta faces
competitive pressures and the alternative regulation plan would help it prepare for a more
robustly competitive market.
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its alternative regulation plan. Delta itself recognizes that difference.® Furthermore, those
performance based rates were incorporated into the gas supply recovery clauses which have long been
the subject of formula rates because of their volatility. The performance elements were designed to
allow utility gains only to the extent that they beat difficult benchmarks in an area in which they had
previously had no right to do anything but pass the cost through. By contrast, the so called
performance based elements of Delta’s alternative regulation plan are designed so that they would
allow Delta added gains without significant improvement of performance.”” Delta’s performance
based elements are minor constraints on what is a virtual guarantee of earnings under a continuation
of cost based rate of return regulation. Thus, the fact that the Commission has utilized formula rates
and has engaged in performance based rate making does not mean it is appropriate to implement a
formula rate to insure rate of return earnings under Delta’s alternative regulation plan.

5.3.B Delta’s alternative regulation plan violates the principles underlying the rule against
retroactive ratemaking.

The alternative regulation plan proposes that Delta’s customers shall be charged the
Commission established rate plus the alternative regulation plan surcharge which, through the
operation of its various elements, may be a positive or negative charge. The purpose of the alternative
regulation plan surcharge is to adjust the rates charged for today’s service to make up for under or
over recoveries arising from charges assessed and collected for yesterday’s service. It may be possible

to escape branding the entire scheme as retroactive ratemaking by calling it conditional ratemaking

% See Delta letter filing of February 5, 1999, p. 7.

57 Prefiled Direct Testimony of Thomas S. Catlin, pp. 8-13; Prefiled Direct
Testimony of Robert J. Henkes, pp. 28-30, 32-37.

36




’ ® ®

or by stating that the rates are not final commission-established rates for the purposes of retroactive
ratemaking considerations until the last element of the alternative regulation plan has acted. It is
certainly easy to become mired in the rounds of argument about what is and what is not a retroactive
rate, a subject that has been debated extensively in connection with automatic adjustment clauses in
both the case law and in Commission decisions. See, Daily Advertiser v. Trans-LA, et al,, 612 So.2d.

7 at 22-24 (La. 1993); Southern California Edison Company v. Public Utilities Commission, supra,

at 949 fn 8, pp. 953-955; Associated Gas Distributors v. FERC, 898 F2d. 809 at 810 (D.C. Cir. 1990);
Kentucky Industrial Utility Customers, Inc. v. Big Rivers Electric Corporation, 176 PUR4th 371, at
374-376 Kentucky Public Service Commission, (Case No. 95-011, April 1, 1997) Re Mountain States
Telephone and Telegraph Company, supra, pp. 48-51(in this action the Commission addresses
retroactive ratemaking and the distinction between automatic adjustment factors, true up mechanisms
and make whole mechanisms); Re Northern Indiana Public Service Company, 157 PUR4th 206 at
227-228 (Indian Utility Regulatory Commission, No?ember 2, 1994). But, it is impossible to look
at the purpose of Delta’s alternative regulation plan and find that it does anything other than run
directlf .afoul of the principles which have given rise to the rule against retroactive ratemaking.

In Re Mountain States Telephone and Telegraph Company, supra, the Commission examined

and rejected a utility proposal that the Commission adopt some mechanism to insure earnings

neutrality in the implementation of a new program. In Re Northern Indiana Public Service Company,

supra, the Commission considered and approved the recovery transition costs despite a claim that
their recovery would constitute prohibited retroactive ratemaking. In both, the Commission identified

the prevention of risk shifting as the primary underpinning of the rule against retroactive ratemaking.
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In Re Mountain States Telephone and Telegraph Company the Commission said:

The prohibition against retroactively recapturing increased expenses or lost
profits is not unique to the State of Colorado. The cases are legion, to the effect that
a utility is not permitted to increase rates in the future in order to recoup past losses.
A typical case is Indiana Public Service Commission v. City of Indianapolis, 235 Inc.
70, 12 PUR3d 320, 131 N.E.2d 308 (1956). In that case, the Indiana Supreme Court
said (12 PUR3d at 329):

Past losses of a utility cannot be recovered from consumers nor can consumers
claim a return of profits and earnings which may appear excessive. [Cites omitted.]
The chances of a loss or profit from operations are one of the risks a business
enterprise must take. The Company must bear the loss and is entitled to the gain
depending upon the efficiency of its management and the economic uncertainties of
the future after a rate is fixed. Were it not so, a premium would be placed upon
inefficiency, waste and negligence in management. It is better policy to encourage
thriftiness, saving and frugality on the part of a utility management. [100 PUR4th at
49]

It is a well established principle of regulatory law and a well nigh universal
public policy that state regulatory commissions do not guarantee rates of return. A
utility is authorized an opportunity to earn its authorized rate of return through
efficient operations . . . a guarantee of a rate of return would remove incentives
necessary for a utility to achieve the utmost in operational and managerial efficiency.

Unless a utility bears some risk, it lacks the proper incentive to project the
costs of its proposal with due care. [100 PUR4th at 50]

In Re Northern Indiana Public Service Company the Commission said:

The rule against retroactive ratemaking serves three basis functions, namely: (1)
protection of the public by ensuring that current customers will not be required to pay
for the past deficits of utilities through their future rates, (2) preventing utilities from
employing future rates to protect the financial investment of their stockholders, and
(3) requiring utilities to bear losses and enjoy gains depending on their managerial
efficiency. [157 PUR4th at 228].

The stated purpose of the alternative regulation plan is to ensure that the company achieves

and earns its allowed rate of return.”® Its operation is such that, with minor limitations, the risks of

58 “The primary objective of the proposed mechanism is to establish a process for

ensuring that the utility’s rate of return falls withing the range found to be fair, just and
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operational and managerial efficiency are shifted from the stockholder to the ratepayer. Therefore,
as a matter of policy, the Commission should refuse to indulge Delta’s request to adopt this
alternative regulation plan.

5.3.C Delta has failed to identify sufficient benefits to the regulators, the regulatory process
and the consumers to warrant adoption of the alternative regulation plan.

Other than the benefits that would also be derived from the adoption of a weather
normalization clause, Delta has been unable to point to any substantial reason to support the adéption
of the alternative regulation plan. While claiming it will conserve the Commission’s time, reviews
are required each year .* The AAC operates in the same way as establishing rates utilizing a future
test year. Review of the proposed AAC would be like the examination of a future test year. If the
review were limited to the one month period proposed by Delta, it would require intensive effort by
the Corﬁmission and intervenors to complete a process that is afforded six months under KRS
278.190.

Delta claims that the alternative regulation plan will conserve regulatory costs. But, the
regulatory costs are included in the expenses which would be approved in this case, and thus, are a
part of the expenses being recovered from ratepayers. There would certainly be no savings to the
ratepayers. By like token, as the rate expenses are passed to the ratepayers on a regular bésis, there
would also be no savings to the shareholders. Only managerial time and effort would be saved.

When the Legislature has been persuaded that the reasons, issues and pressures which Delta

recites in common with those listed in the preamble to KRS 278.516 warrant a move to alternative

reasonable by the Commission.” Letter filing, page 10, February 5, 1999.

» Transcript of Evidence, Volume I of I1, p. 120.
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regulation, it has enacted a statute directing and defining that move. In the absence of legislative
direption, those reasons do not compel such a move.

Delta admits that traditional regulation is consistent with regulatory practice in Kentucky and
continues to be a reasonable method for setting rates.*® There is no compelling reason to move to
alternative regulation for Delta.

5.3.D The proposed alternative regulation plan is problematic and vague.

Often the devil of a proposal lies in its detail. Unfortunately, with this proposal, the actual
mechanics have deliberately been left vague, with continuous additions and revisions up to and
including those submitted in the rebuttal testimony. The effort to review the plan has been thwarted
both by the lack of definition and by the ever changing suggestions and proposals. Given that the
proposal seeks to work a major change in the regulatory process, it seems entirely inappropriate to
work such a change on the basis of this imprecise proposal.

The proposal as made is lacking. It moves away from setting rates in a manner that ensures
that only costs which are properly recovered from ratepayers are included in revenue requirements
and reduces the incentive to control costs.®’ It is open to gaming through under budgeted income
and/or over budgeted costs which would allow the Company to earn in the upper limits of its
permitted range. Delta repeatedly implied at the hearing that the Attorney General is opposed to Delta
earning in the upper reaches of its allowed range of return. Delta’s complaint misses the point. The

point repeatedly made by the Attorney General’s witnesses is the objection to Delta earning in the

60 See, Delta response to Data Request 60 of the Attorney General’s data Requests
dated June 4, 1999.

61 Prefiled Direct Testimony of Thomas S. Catlin, p. 6-7.
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upper reaches of its allowed return when that earning is the result of gaming rather than the result of
legitimate effort or of factors outside the control of all parties.* There is historic evidence that Delta’s
operating budgets have consistently been more pessimistic than actual results.®

The 5% limit associated with the AAC is based on both non-gas and gas revenues, and so
translates to a much higher limit when applied only to the non-gas revenues which are the subject of
the AAC.% Historic average annual rate inéreases experienced under traditional regulation have been
much lower than 5%.% The limitation of 5% in the AAC does not preclude the subsequent
compensating operation of the AAF to permit actual recovery of expenses once incurred, even if they
exceed the amount permitted for budgeting under the AAC.%

The Indexed O&M component utilized in establishing the AAF is not a true incentive to cost
control or a performance based mechanism as Delta’s historic O&M costs have increased at a rate less
than inflation, and as it is reasonable to expect that Delta’s O&M costs will continue to grow at a rate
less than that represented in Delta’s proposal.” The use of the CPI-U in connection with the Indexed
O&M factor is overly generous because of the weighting toward consumer items, which results in

a percentage increase that is consistently higher than the percentage increase in broader measures of

62 Prefiled Direct Testimony of Thomas S. Catlin, p. 6-8; Prefiled Direct Testimony
of Robert J. Henkes, 31.

63 Prefiled Direct Testimony of Robert J. Henkes, p. 32.

64 Prefiled Direct Testimony of Thomas S. Catlin, pp. 8-9; Prefiled Direct
Testimony of Robert J. Henkes, pp. 29-30.

63 Prefiled Direct Testimony of Robert J. Henkes, p. 28-30.
66 Prefiled Direct Testimony of Thomas S. Catlin, pp. 8-9.
67 Prefiled Direct Testimony of Thomas S. Catlin, pp. 10-13.
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inflation such as the Gross Domestic Product-Price Index. The GDP-PI measures the changes in all
final goods and services produced in a given year, and so is more likely to be representative of the
price increases faced by Delta.®® The GDP is the inflation measure adopted by the Legislature for use
in alternative rate making in KRS 278.516. Furthermore, using historic data, Delta could earn by
simply continuing to do that which it does now, without improvement, under the Indexed O&M
standard.®®

Given that Delta’s current equity ratio is approximately 35%, the 60% limitation on equity
is, for the foreseeable future, a purely illusory limitation.

Delta’s proposed alternative regulation plan is also problematic in its move away from setting
rates in a manner which ensures that only those costs that are properly to be recovered from
ratepayers are included in revenue requirements. The proposal contains no mechanism to preclude
Delta from earning a return on all capital, including capital which may not be eligible to earn a return
under traditional rate base regulation. Neither is there a provision to adjust either the budget or the
actual net income to exclude costs disallowed by the Commission.”

Delta’s proposed alternative regulation plan, though modeled on the Alagasco RSE plan is
not as beneficial to the ratepayer as that plan.”' Nothing about the fact that the Alabama Commission

has chosen to utilize the plan it has for Alagasco would render the use of a like plan appropriate for

68

Prefiled Direct Testimony of Thomas S. Catlin, pp.11.

6 Prefiled Direct Testimony of Robert J. Henkes, pp. 33-36; Prefiled Direct
Testimony of Thomas S. Catlin, p. 12.

70 Prefiled Direct Testimony of Thomas S. Catlin, p. 14.
m Prefiled Direct Testimony of Robert J. Henkes, p. 24-27.
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Delta in the absence of some compelling similarity. Delta made no showing that it was in any was
similar to Alagasco, or that the this Commission is facing the same pressures and considerations faced
by the Alabama Commission as a result of the ruling by that state’s Court in Alabama Metallurgical
Cogporatigp, et al, v. Alabama Public Service Commission, 441 So.2d. 565 (Ala. 1983). The pressures
and considerations flowing from the Court’s ruling were the progenitor of the Rate Stabilization and
Equalization mechanisms utilized first for the electric company, and subsequently for Alagasco.
Delta’s alternative regulation plan should be rejected both for policy reasons and for its
inherent weaknesses. Were it to be adopted, the return on equity should be adjusted downward to
match a bond yield, for the assurance of earning the rate of return that would accompany the proposed
alternative regulation plan would cause it to function like a bond 1n its elimination of most of Delta’s
identified risk” Furthermore, were such a plan adopted, it should include a mechanism like that of
‘th.e Mississippi plan provided by Delta in post hearing responses™ for keeping the cost of equity
current, so that Delta’s customers would not face the situation now faced by Alagasco’s customers
of payiﬁg rates based on costs of equity which have not been updated since the early nineties.
COST OF SERVICE AND ALLOCATION OF RATE INCREASE
Delta proposes a cost of service study which rests on the zero intercept theory to categorize
58% of the cost of mains, the largest allocable expense, as a customer cost, with the remaining 42%

classified as a demand cost and allocated on the basis of maximum design day demand’™. The zero

7 Prefiled Direct Testimony of Dr. Carl Weaver, pp. 38-41.

3 See, Mississippi Power Company Performance Evaluation Plan provided as
Response 2 on November 13, 1999. ’

" Prefiled Direct Testimony of Richard Galligan, p. 7.
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intercept method, like the minimum system method, has long been recognized by a leading authority
as a mechanism by which the cost of the distribution system of a utility, the cost of mains, is
inappropriately dumped into the class of customer costs. As pointed out by Mr. Galligan, Professor
James C. Bonbright, in his Principles of Public Utility Rates ,” recognized that the placement of the
distribution costs of a system in the class of customer costs of a cost of service study is highly
controversial because there is at best only a weak correlation between the size of the geographical
area of a distribution system and the number of customers served by the system. This tenuous
correlation is not recognized by either of the fictions created to permit the allocation: the minimum
system method and the zero intercept method.” No allowance is made for customer density when
placing the distribution system in the class of customer costs. The NARUC Gas Distribution Design
Manual also recognizes that the inclusion of costs associated with the distributidn system in customer
costs is controversial.”’

The philosophy underlying the use of the zero intercept method in a cost of service study
ignores the f;ict that the sole reason that a customer is made a part of the distribution system is for the
demand that the customer will place on the system. The utility exists solely to satisfy that demand,

and it is only through the service of the demand that the utility may recover its costs and make its

7 Principles of Public Utility Rates, Bonbright, Professor James C., Columbia
University Press, New York, 1961, pp 347-348.

7 The minimum system is mentioned in each of the iterations of the Bonbright

work. The zero intercept system is mentioned for the first time the 1988 Second Edition,
Principles of Public Utility Rates, Second Edition, Bonbright, Danielsen, Kamerschen, Public
Utilities Reports, Inc., Arlington, VA, 1988, pp. 490-492.

7 NARUC Gas Distribution Design Manual (1989), p. 22, see Attorney General
Cross Examination Exhibit 10.
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profits. Thus, rather than inappropriately dumping a portion (6r in the case of Delta’s approach, the
majority) of the distribution cost into customer costs through the use of hypothetical zero intercept
system, it is philosophically appropriate to place all of the cost of: the distribution system where it
should res'ide, with demand costs. This prevents a misallocation of costs which results in the
overcollection of costs from the residential classes.”™

Even if it were more appropriate to allocate a portion of the costs of mains to the class of
customer costs through the use of the zero intercept analysis, it would be necessary to utilize that
analysis correctly to arrive at-a reliable cost of service study. Delta’s cost of service does not do so.
Rather than using ordinary least squares regression, Seelye uses a weighted least squé.res regression
where the average cost per unit of distribution mains and the size of main are weighted for the
purpose of reflecting that Delta’s distribution system is composed of different quantities (feet) of
mains of different sizes. Though his testimony suggests the weights used were feet of mains, Seelye
Exhibit 4-2 shows the weights used were the square root of the number of feet of mains rathe_r than
the feet of mains.” A weighting scheme using the square root of feet is not suggested by the NARUC
Electric Uti!igg Cost Allocation Manual (January 1992).%2° A weighting scheme using the square root
of the numbér of feet of mains results in a estimated zero intercept (3.14) that is approximately 66%

higher than the estimated zero intercept (1.89) obtained using the number of feet of mains as the

78 Prefiled Direct Testimony of Richard Galligan, pp. 6-9; Principles of Public
tlhgy Rates, Second Edition, Bonbright, Danielsen, Kamerschen, Public Utilities Reports, Inc.,
Arlington, VA, 1988, pp. 492. '

» Prefiled Direct Testimony of Dr. Steven Estomin, p. 4.

% Prefiled Direct Testimony of Dr. Steven Estomin, p. 7.
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weights &', Thus, Seelye’s zero intercept analysis is in error. The cost of service study predicated on
that analysis is in error and should be rejected as a guide in the setting of rates.

If a zero intercept analysis is to be the basis for the cost of service study, the best allocation,
approach would include the use of an unweighted regression analysis, notwithstanding the
recommendations in the NARUC manual. As is shown by the example provided by Dr. Estomin, the
weighted regression analysis produces inaccuraciés not produced by the use of an»unweighted
regression analysis.®

As a fundamental and critically important issue, it must be recognized that the zero intercept
method relies on cost data spanning several decades which are not adjusted for inflation.?®> Hence,
these data are not consistent with the character of data generally relied upon to conduct economic
analysis and are, in fact, internally inconsistent® Any analysis results based on these data, and
specifically the zero intercept method employed by Delta, éhould be rejected as bing fundamentally
irreparably flawed.

But, as stated above, the cost of service method which classifies all of the costs of the mains
as demand costs in recognition of the fact that it is the service of customer demand which drives
investment is the better approach. This is the approach followed by Mr. Galligan. If all costs of the
distribution system are classified as demand costs, the question then becomes, how should the costs

be allocated? Delta recommends a maximum design day allocation of that segment of the mains costs

8 Prefiled Direct Testimony of Dr. Steven Estomin, p. 6.

8 Prefiled Direct Testimony of Dr. Steven Estomin, p. 9.

8 Prefiled Direct Testimony of Dr. Steven Estomin, p. 9.

Transcript oflEvidence, Volume I of II, pp.169 -170.
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it includes in the class of demand costs. This cost of service approach results in placing the greatest
possible allocation of the cost burden on the residential class. In An Investigation of the Impact of
Federal Policy on Natural Gas To Kentucky Consumers and Suppliers, Administrative Case No. 297,
in its original order dated May 29, 1987, page 47, the Commission criticized this saying:

The Commission is concerned about cost-of-service methodologies that place all the

emphasis on maximum design day as a way to allocate costs. This method may result

in an inappropriate shift of costs to the residential customer class. For this reason,

cost-of-service methodologies should give some consideration to volume of use.

The utility exists to serve the total annual demands of its customers, not just the maximum
day demand. It is only through the service of the full annual demand of every customer, both those
whose maximum demands are coincident with their average demands and those whose maximum
demands are not coincident with their average demands, that the company may recover its costs and
make its profit.

Though the size of the mains must ultimately be sufficient to meet maximum day demand,
all of the bther costs of the installation and maintenance of the mains are the same for the service of
the annual average demands of the customer as they are for its peak demand. The added costs of the
increased size of the pipe necessary to meet tl_me maximum demand comprise only a small portion of
the total system costs as the throughput capability of a pipe increases at a rate equal to the square of
the pipe’s diameter.? |

In his cost of service study, Mr. Galligan allocated 50 percent of the mains investment costs

on the basis of average demand to recognize that Delta’s existence as a viable business entity relies

upon the end-user’s annual gas requirements, and thus, that the annual gas requirements cause the cost

8 Prefiled Direct Testimony of Richard Galligan, pp. 12-14.
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of the system. He has aiso recognized that peak demand requirements do exceed average demand
requirements, and that there is an added associated cost in his allocation of 50% of the cost of mains
investment on the basis of peak demands. However, because only a small portion of the cost of
capacity is related to meeting peak demands which are larger than average demands - that cost being
essentially the cost of the larger pipe itselvf - the vast méjority of fixed costs are incurred to meet
annual customer demands for delivered gas. To be conservative, Mr. Galligan allocated only 50
percent of pipeline capacity, or demand related costs on the basis of average annual demands, and
allocated a large, 50 percent share of capacity costs on the basis of peak demands. Thus, the 50/50
allocation in Mr. Galligan's study is conservative, not arbitrary, in the recognition of the use of annual
démands as being responsible for distribution mains capacity cost.

Mr. Galligan’s cost of service study shows that smaller residential and general service
customers pay rates that more than cover their allocated share of costs while larger customer rates fall
below their share of the allocated costs of service.* The non-gas margins at the present rates also
shoW that the margins paid by the smaller customers are not being subsidized by the farger customers
and are not so low as to require an above average increase in rates.¥’

Recognizing that the cost of service study is not to be slavishly followed, but rather is just a
guide to be used in setting rates, Mr, Galligan recommends that the Commission allot a proportiénal

increase in class revenue responsibilities for any revenue increase granted to Delta %,

86 Prefiled Direct Testimony of Richard Galligan, pp. 17.
87 Prefiled Direct Testimony of Richard Galligan, p. 19.
88 Prefiled Direct Testimony of Richard Galligan, pp, 19-23.
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RATE DESIGN

Delta has faced an ongoing threat of the loss of its industrial customers since the early
eighties; first to alternative fuels, then to alternate suppliers.* In order to meet that threat, Delta now
proposes rates which grant an overall rate increase of 9.85% while decreasing the Interruptible
Service by 4.81%.° 1t is also proposing to shift much of its revenue increase into the first block of
it GS rates while decreasing all other block rates drastically so there is a simple differential between
GS rates and interruptible rates of $.25 in every block but the first.

In the last 17 years Delta has proposed a series of actions to retain and attract industrial
customers. In 1981 it initiated an interruptible rate to gain and retain industrial customers by offering
them a lower rate than was previously available.” Then, in 1984 Delta proposed a steep declining
block discount to favor users of more than 5000 mcf with the objective of retaining industrial load,
and initiated transportation rates that would allow it to recover a margin on firm and interruptible self-
serve customers. The Commission refused to allow the full interblock discount sought saying, “The
Commission finds it unjust and unfair to decrease the rates charged to large volume users, yet increase
those charged to users of 5000 mcf or less without compellipg cost of service support.”®? In order to

permit the flexibility needed in the competitive fuel market, the Commission approved the

8 See, Order of December 1, 1981 in Case No. 8256, In Re the Matter of: Notice of
Adjustment of Rates of Delta Natural Gas Company, Inc., pp. 20-21; and, Order of December 21,
1984 in Case No. 9059, In the Matter of: An Adjustment of the Rates of Delta Natural Gas
Company, Inc. p. 34; Order of December 8, 1997..

%0 Prefiled Direct Testimony of Richard Galligan, p. 3, 16.
9 Order of December 1, 1981, Case No. 8256, pp. 20-21.
92 Id, p. 36.
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transportation rates and indicated it would consider contract reductions in the transportation rates on
a case by case basis.”

Through the testimony of Richard Galligan, the AG challenges Delta to support the
continued offering of an interruptible rate, and the consequent reduction of interruptible rates. It also
challenges the small raise in proposed rates allotted Large Commercial and Industrial Class and the
reduction of all block rates other than the first block to reduce the differential between the GS and the
interruptible rate which is being proposed by Delta as a necessity to prevent the movement of large
GS customers to the interruptible rate.

Delta has faced six design days in the last ten years without interrupting any customers .
Interruptible customers now have the right and ability to purchase gas from suppliers other than Delta,
a right and ability that did not exist when interruptible rates were initiated. Given these facts, the AG |
questions the continued validity of the interruptible rate, much less the rate design which is geared
to reduce the price of interruptible service and then reduce the price of competing GS firm service to
prevent defection of customers to interruptible service.

_ Delta responds that the value of interruptible service lies ﬁot in maximum design day (the
basis on which its cost of service study has made its cost allocations and the basis for its proposed
rates) but in the maximum design winter, arguing that a depletion of storage during a maximum

design winter could cause the need to interrupt some customers.”® This explanation ignores the ability

% Id, p 36-38.
54 Prefiled Direct Testimony of Richard Galligan, pp. 24-25.
95 Prefiled Rebuttal Testimony of Steven Seelye, p 29.
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of interruptible customers to purchase gas apart from Delta’s supplies, which , in combination with
Delta’s demonstrated ability to deliver reqhired supplies to all customers (as evidenced by its ability
to serve without interruption in six design days in the last ten years) contradicts Mr. Seelye’s
contention that interruptible rates are essential to assure the operational integrity of Delta’s sygtem.
The logic offered does not support the continued offering of an interruptible rate. As it is no
longer logical to offer interruptible rates at all, there is even less justification to support the outright
reduction of rates offered for the Interruptible services, and the small 2.79% increase allotted to Large
Commercial & Industrial with the correfative decrease in tail block rates to more closely match
interruptible rates in order to prevent the defection of firm customers to interruptible rates.
Interruptible rates should not be continued, or if continued; should not be reduced. The Large
Cofnmercial & Industrial Service should not bear a smaller increase in order to keep that rate
competitive with the useless interruptible rates. The proposed revenue increases should not be loaded
into the first block while all other blocks are reduced to a uniform $.25 higher than the interruptible

rate.
CONCLUSION

The Commission should establish fair, just and reasonable rates for Delta in accord with the
recommendations and adjustments of Robert J. Henkes and Dr. Carl Weaver. It should disallow any
recovery of rate case expense associated with Case No. 99-046 and that portion of the rate case
expense of Case No. 99-176 allocable to the experimental alternative regulation plan. It should
allocate any revenue increase in accord with the recommendation of Richard Galligan. It should reject
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all of the added elements requested by Delta. In the alternative, and in the event it adopts a weather
normalization clause, it should make a corresponding downward adjustment in the cost of equity.

Respectfully submitted,
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In the Matter of:

AN ADJUSTMENT OF RATES OF DELTA ) CASE NO. 99-176
NATURAL GAS COMPANY, INC. )

0k %k %k 0k % % % % %

BRIEF OF DELTA NATURAL GAS COMPANY, INC.

This Brief is respectfully submitted by Delta Natural Gas Company, Inc. (“Delta”) in support
of its application for a general adjustment of rates herein. Delta has requested the approval of
proposed rates which will increase its revenues approximately $2,511,797 or 6.76% on an annual
basis, an Experimental Alternative Regulation Plan tariff and a Weather Normalization Adjustment
tariff. Delta has proposed an apportionment of the revenue increase among the rate classes as well
as rate design modifications which are designed to achieve some movement toward a better balance
between class rates of return while giving recognition to other ratemaking objectives such as
marketplace realities, customer acceptance and the need to maintain price stability by avoiding
overly disruptive changes. The rates and tariffs proposed by Delta are fair, just and reasonable and
are those necessary to provide Delta the opportunity to eamn sufficient revenue and a return on its
equity to meet the requirements of the Supreme Court of the United States in Bluefield Water Works
& Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679 (1923) and

Federal Power Commission v. Hope Natural Gas Company, 320 U.S. 591 (1944).
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INTRODUCTION

Delta last sought rate relief in 1997, receiving the primary order on December 8, 1997, in
Case No. 97-066. Delta felt at that time that it would be difficult to earn its dividend at the level of
revenues that was approved in that case. TE 1, 22." Since then the winters have been significantly
warmer than normal, at 93% of normal heating degree days for the year ended June 30, 1998, and
89% of normal for the year ended June 30, 1999. TE I, 22. In addition, Delta has invested more
money in capital, some of which produced additional revenue, but some of which did not.
Nevertheless, the expenditures were necessary for safety and operational integrity reasons. TE 1, 23.
In addition, Delta has experienced increases in costs for payroll and benefits and health care costs,
items which are beyond Delta’s control and are reflective of the economy. TE I, 23. These expense
items are necessary to retain quality employees in a tight labor market. The result of these conditions
has been the failure of Delta to eam revenues sufficient to pay its dividend in four of the past five
years.? TE I, 21. As a result, Delta’s retained earnings have declined 63% from 1996 to June 30,
1999. TEL, 21. Delta’s president, Glenn R. Jennings, summarized the situation during the hearing:

When you--when you are a public company paying dividends to

shareholders and trying to raise new money, and four of the last five

years you haven’t earned your return, and you are still out there trying

to provide service in a growing 21 county community in Kentucky

that is very rural and spread out, it is very difficult to do. And it does

tend to make you feel distressed, especially after two or three years

where you didn’t earn that.

TE 1, 23-24. It is very important to Delta to provide persons in its service area with high quality

! Citations to the transcript of the hearing will appear as “TE ” for the October 28, 1999, transcript and

“TE II, ” for the October 29, 1999, transcript.

*Even Dr. Carl Weaver, the Attorney General’s witness, is “firmly in the camp that stands for the proposition
that a company cannot go on and not eam its dividend.” TE II, 189.

2




natural gas service in order to provide its customers with a choice among energy alternatives (TE I,
139) and to help in attracting new businesses and jobs to the area.

Dr. Marty Blake, who testified on behalf of Delta, characterized Delta’s condition as
“financial distress.” TE I, 241. When asked what Delta should do to rectify that situation, Dr. Blake
quickly identified higher earnings as the best way to remedy Delta’s situation. TE I, 241. Delta’s
proposed rate increase is the source of higher earnings. Its proposed Experimental Alternative
Regulation Plan and Weather Normalization Adjustment are mechanisms which will provide Delta
the opportunity to earn the return found to be reasonable by this Commission on a going forward

basts.

PROCEDURAL BACKGROUND

The procedural birth of this case was on February 5, 1999, when Delta filed proposed tariffs
establishing the Experimental Alternative Regulation Plan (“Alt Reg Plan”) together with a letter
setting forth Delta’s reasons for proposing the tariffs. On March 5, 1999, t_he Commission suspended
the operation of the tariffs for 5 months from March 7, 1999, up to and including August 6, 1999,
and established a case, No. 99-046, to determine the reasonableness of the proposed tariff sheets and
the Alt Reg Plan. Thereafter, the Attorney General intervened and moved to dismiss Case No. 99-
046. On May 7, 1999, the Commission denied the Attorney General’s motion to dismiss, ordered
Delta to publish notice of the proposed tariffs and established a procedural schedule for the case.
The Attorney General filed an appeal of the order of May 7, 1999, in the Franklin Circuit Court.
Delta and the Commission moved to dismiss the appeal, which motions were duly briefed and orally

argued. The court indicated that he would dismiss the appeal, but no order has yet been entered to




that effect.

In the meantime, the Attorney General made it clear that he would continue to appeal any
orders relating to the Alt Reg Plan unless the Plan was considered by the Commission as part of a
general rate proceeding. Therefore, despite the fact that the Commission was proceeding properly
in Case No. 99-046, in an effort to obtain some rate relief prior to the 1999-2000 heating season, on
July 2, 1999, Delta filed its application in this proceeding. It included the Alt Reg Plan (with
modifications to implement performance related controls) in the tariffs proposed in this case. On
July 6, 1999, Delta moved for consolidation of Case No. 99-046 and this proceeding.

On July 30, 1999, this Commission entered its order suspending Delta’s proposed rates up
to and including December 31, 1999, set forth a procedural schedule and incorporated the record of
Case No. 99-046 by reference into the record in this proceeding. On August 5, 1999, this
Commission entered its order denying Delta’s motion for consolidation of Case No. 99-046 and this
case and, on its own motion, dismissed Case No. 99-046.

Delta had already responded to two sets of data requests from the Attorney General and two
sets of data requests from the Commission in Case No. 99-046 at the time it was dismissed. Those
responses, as noted above, were incorporated in the record of this proceeding. Then Delta responded
to four sets of data requests from the Commission and two sets of data requests from the Attorney
General in this case. Delta and the Commission each submitted a set of data requests to the Attorney
General, to which the Attorney General partially responded.

A hearing was held on October 28 and 29, 1999, at the Commission’s offices. Glenn R.
Jennings, John F. Hall, John Brown, Robert C. Hazelrigg, Marty Blake, W. Steven Seelye and

Randall Walker appeared on behalf of Delta and were cross-examined by the Commission Staff and
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the Attomey General. Robert J. Henkes, Thomas S. Catlin, Stephen Estomin, Carl Weaver and
Richard Galligan appeared on behalf of the Attorney General and were cross-examined by the
Commission Staff and Delta. Both Delta and the Attorney General responded to data requests which
were made during the course of the hearing. In addition, Messrs. Seelye and Estomin submitted
responses to written questions regarding their cost of service study methodologies propounded by
the Commission Staff.

Delta began the process of obtaining a meaningful opportunity to earn a reasonable return

on February 5, 1999. Thus, the process is nearing the end of its tenth month. Delta needs the entry
of an order as promptly as possible and, to make the implementation of the new rates proceed more
smoothly, the new rates should be effective for final meter reads on and after the date of the order.
Delta has requested such implementation methodology because it is more efficient, is easier to
implement and because it is consistent with its GCR methodology as well as the methodology in

place prior to December 8, 1997.

RATE OF RETURN

During the hearing in this case, the Attomey General’s rate of return witness, Dr. Carl
Weaver said, “So, yes, the company has had financial problems, I will agree there, and I think they
are risky and I think they need a rate increase.” TE II, 188. Despite his assessment of Delta, Dr.
Weaver proposes a rate of return for Delta that is like throwing a toothpick to a drowning man. This
Commission should provide Delta the opportunity to earn a rate of return on equity that will relieve

its financial distress and reverse the alarming erosion in the equity component of Delta’s capital




structure. Neither of these results will be achieved if the Commission adopts the return on equity
that Dr. Weaver recommends.

In calculating the revenue requirement, the Commission should either allow Delta a 13.9%
return on equity with Delta’s existing capital structure or allow Delta an 11.9% return on equity with
an imputed capital structure as recommended by Delta’s rate of return witness, Dr. Marty Blake. His
recommendations are supported by published research, are consistent with the strictures of Hope and
Bluefield, and would help to reverse the alarming decline in the equity component of Delta’s capital
structure. Dr. Weaver’s recommended return on equity for Delta is subjective, is not consistent with
the strictures of Hope and Bluefield, and would not allow Delta to reverse the alarming decline in
its equity component.

Dr. Weaver’s methodology and, thus, his recommendation is deficient. He did not estimate
the return on equity for Delta directly. Instead, he estimated the return on equity for a panel of five
companies that he claimed were similar to Delta, or at least “as similar as you can make them” (TE
I1, 224-225), and then made a subjective, unsupported assessment of Delta’s additional risk to arrive
at his recommended return on equity for Delta. In cross examination, Dr. Weaver described the
methodology that he used for estimating the return on equity that Delta should be allowed as follows:

I looked at the five companies, I used the panel of five companies in
the DCF analysis, I used them in the CAPM analysis and I also used
them in the bond yield risk premium analysis as the primary source.
Delta's return should be similar to companies that have comparable
risk. It is required that you look at similar companies, and as similar
as you can make them, and then I adjusted for my perceived
difference in the risk level.

TE II, 224-225. However, cross-examination of Dr. Weaver established that his five company panel

was not similar to Delta. TE II, 180-183. Dr. Weaver’s 5 company panel did not bracket Delta with




respect to total asset size (5 company panel was from 3 to 10 times larger than Delta), common
equity ratio (5 company panel averaged ten percentage points more equity than Delta), ratio of total
liabilities to total assets, ratio of net sales to total assets or with respect to S&P relative strength rank.
These were all criteria cited by Dr. Weaver for determining whether the 5 companies were similar
to Delta. In fact, the only measures that Dr. Weaver relied on which he claimed that Delta compared
favorably to his 5 company panel were with respect to cash flow coverages. Delta was suspicious
of Dr. Weaver’s reliance on these cash flow coverages, because they were not consistent with the
more standard times interest earned ratio (TIER) that is relied upon by analysts and that is reported
on page 1 of Exhibit MJB-5, which showed that Delta had the second lowest TIER of the 29 natural
gas distribution companies followed by Edward Jones Company. Delta attempted to obtain more
information about what was included in Dr. Weaver’s cash flow coverages, and in Item 36 of its
Data Request to the Attorney General, Delta requested the workpapers and other documents
supporting Dr. Weaver’s calculation of cash flow coverages. Dr. Weaver responded, “There are no
work papers. The cash flow schedules were done on lotus spread-sheets.” Under cross examination,
Dr. Weaver admitted that he had in his possession the information requested, but did not provide it,
as the following exchange illustrates:

Q You see the last sentence of your response, the cash flow
schedules were done on Lotus spread sheets?
glelts 'you didn't send us either a disk or the spread sheets when
we asked you to give us work papers on that, did you?
No, I didn't have any physical pieces of paper or
anything.
What happened to the Lotus spread sheet?

I have in a file somewhere, I do have the Lotus spread

sheets.
Okay. But you didn't send those to us right?

o o > OoO»




A No.
TEII, 217-218. Of course, no one but Dr. Weaver knows if his Lotus spread sheets show whether
Delta is similar to Dr. Weaver’s 5 company panel.’> The cash flow coverages cited by Dr. Weaver
are the only measures that support his claim that Delta is similar to his five company panel. In his
direct testimony, Dr. Weaver stated that:

The cash flow measures indicate that, from a cash flow perspective,
Delta has nearly the same risk as the five company group.

Weaver Direct, 21. Furthermore, cross examination of Dr. Weaver indicated the heavy reliance that
he put on these cash flow coverages in arriving at his conclusion that Delta was similar to his panel
as 1s illustrated in the following exchange:
Q When you have a situation like the one that exits [sic]
with Delta in your panel, where they really aren't
similar, there is no bracket at all, there is no above and
below, all of your panel companies have better
performance indicators than Delta; isn't that right?
A No, not necessarily. On cash flow analysis, for
example, which I consider to be extremely important,
Delta had the best cash flow coverage of earnings.
TE II, 183. Not only was Dr. Weaver deliberately unresponsive to data requests about this topic
which he considers “to be extremely important”, he also badly misinterprets these ratios. In his
testimony, Dr. Weaver uses a ratio of “the number of dollars of cash flow from operating activities
per dollar of net income reported on the income statement.” Weaver Direct, 20. He notes that this

ratio is 3.62 for Delta and averaged 1.96 for his panel of S companies. From this ratio, Dr. Weaver

draws the conclusion that this shows that Delta’s earnings are of higher quality than his 5 company

*On October 28, 1999, Delta filed a motion to strike the testimony of the Attorney General’s wimesses because
of their failure to respond properly to discovery requests. That motion remains pending.
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panel which makes “Delta less risky than the other companies.” Weaver Direct, 21. What this
comparison of ratios really shows is that it takes Delta $3.62 of cash from operating activities to
generate $1 of net income, while it takes Dr. Weaver’s 5 company panel only $1.96 of cash from
operating activities to generate $1 of net income. Because it requires Delta to generate almost twice
as much cash from operating activities to generate $1 of net income compared to Dr. Weaver’s 5
company panel, what Dr. Weaver claims as a positive element is, in fact, a major negative, which
is consistent with the other data in this proceeding that show that Delta is substantially riskier than
Dr. Weaver’s panel.

The record in this proceeding demonstrates that Dr. Weaver’s 5 company panel is not similar
to Delta and that any estimate of the return on equity for Dr. Weaver’s 5 company panel needs to be
adjusted to account for the significant differences between Delta and the 5 company panel. In cross-
examination, Dr. Weaver claims that the use of market data will automatically account for these
differences as the following exchange illustrates:

Q Dr. Weaver, did you account for the difference in risk
resulting from three of your five panel companies having a
weather normalization mechanism in place?
A That's reflected in the data and using market data will
automatically account for that. It should be reflected
in the prices, the dividend yields, and the DCF models
and also in the capital asset price models that is
reflected in the betas.
TE 11, 192. However, contrary to his claim, the methodology that Dr. Weaver used would not and
could not automatically account for the differences. Market data was used to estimate the return on

equity for Dr. Weaver’s 5 company panel, as Dr. Weaver stated under cross-examination:

I looked at the five companies, I used the panel of five companies in
the DCF analysis, I used them in the CAPM analysis and I also used




them in the bond yield risk premium analysis as the primary source.
TE 11, 224-225. The market data used for the 5 company panel in no way incorporate information
about the differences between the 5 company panel and Delta. The market data only reflect financial
characteristics regarding the 5 companies in his analysis. To this estimated return for his 5 company

3
panel, Dr. Weaver added 50 basis points to arrive at his estimate of the return on equity for Delta.
Under cross examination, Dr. Weaver admitted that the addition of 50 basis points was subjective.
TE 11, 185. This 50 basis point addition was not arrived at using, or supported by the use of, market
data. Thus, the fact that Dr. Weaver used market data in analyzing his 5 company panel in no way
automatically accounts for the dramatic differences between Delta and his panel as he claims.
When the substantial differences between Delta and Dr. Weaver’s S company panel are properly
incorporated into the return on equity analysis, the results are very similar to those obtained by Dr.
Blake. At a bare minimum, Delta’s return on equity should incorporate the significant differences
in size and leverage between Delta and the 5 company panel.
In estimating Delta’s return on equity, Dr. Weaver did not properly take into account the size

difference between Delta and his 5 company panel. In cross examination Dr. Weaver stated that:

I acknowledge there was a difference in size, and there is a substantial

difference in size, I will agree with that. It is my belief that that does

not have a great effect on the risk of the company once they achieve

a certain size, have stock outstanding, they are publicly traded, carried

on NASDAQ so that you get wide dissemination of information about

the company, they are in the Value Line expanded edition, not in the

normal edition but in the expanded edition carried, so there is wide

dissemination.

TE 11, 187. InItem 33(b) of Delta’s Data Request to the Attorney General, Delta asked whether Dr.

Weaver was aware of any research that quantifies the relationship between size and risk. In his
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response to Item 33(b), Dr. Weaver cited only one source, “Ibbotson Associates, Inc. Stocks, Bonds,
Bills, and Inflation, Yearbooks, Chicago, (annually updates work of Roger G. Ibbotson and Rex A.
Sinquefield)”. This published source cited by Dr. Weaver states that:

However, based on historical return data on the NYSE decile

portfolios, the smaller deciles have had returns that are not fully

explainable by the CAPM. This return in excess of CAPM, grows

larger as one moves from the largest companies in decile 1 to the

smallest in decile 10. The excess return is especially pronounced for

micro-cap stocks (deciles 9-10). This size related phenomenon has

prompted a revision to the CAPM, which includes a size premium.

(italics in original)
Stocks, Bonds, Bills, and Inflation 1999 Yearbook, Ibbotson Associates, Chicago, 139. The size
premia referred to in this research by Ibbotson Associates are reported in Exhibit MJB-6. This
published research does not support, and in fact contradicts, Dr. Weaver’s subjective, unsupported
belief that size does not have a great effect on the risk of a company.

It should be noted that, based on Schedule 1 of Dr. Weaver’s filed testimony, four members
of his panel would fall in the “Low- capitalization” group (capitalization between $252 and $918
million) and one member of his panel would fall within the “Mid-capitalization” group
(capitalization between $918 and $4,200 million). Delta would fall in the “Micro-capitalization”
group (capitalization below $252 million), for which the SBBI 1999 Yearbook notes the excess
return due to size is especially pronounced. The difference in size premium between the “Low-
capitalization” group and the “Micro-capitalization” group is 150 basis points (2.6% - 1.1%). The
difference in size premium between the “Mid- capitalization” group and the “Micro-capitalization”

group is 210 basis points (2.6% - 0.5%). Thus, to properly account for the difference in size between

Delta and Dr. Weaver’s 5 company panel, it is necessary to add at least 150 basis points to the return
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on equity that Dr. Weaver estimated as being appropriate for his 5 company panel. Blake Rebuttal,
6-7. Dr. Blake has properly accounted for size in arriving at his estimate of Delta’s return on equity,
he has supported his size adjustment with citations to published research, and the Commission
should include this size adjustment of at least 150 basis points in determining Delta’s return on
equity.

In addition to not properly accounting for size, Dr. Weaver also did not propetly account for
the significant differences in leverage between Delta and his 5 company panel. Whether using the
data in Schedule 3 of Dr. Weaver’s testimony (45.7% - 36.2% = 9.5%), the data from page 16 of Dr.
Weaver’s testimony (49.2% - 38.5% = 10.7%) or the data from Exhibit MJB-1 (41% - 30.6% =
10.4%), the difference in the equity ratio between Dr. Weaver’s five company panel and Delta is
about ten percentage points. Blake Rebuttal, 3. The differences in these calculations stem mainly
from whether short term debt is included in calculating the equity ratio. However, whether short term
debt is included or excluded, the five company panel has an equity ratio that is about ten percentage
points higher than Delta. .

On pages 4 and 5 of his Rebuttal Testimony, Dr. Blake explained how he arri%zed at an
appropriate estimate of a leverage premium of 15 basis points for each percentage point that Delta
is below the average of Dr. Weaver’s 5 company panel, and supported this estimate with citations
to research by Eugene F. Brigham, Louis C. Gapenski and Dana A. Aberwald, “Capital Structure,
Cost of Capital, and Revenue Requirements”, Public Utilities Fortnightly, January 8, 1987. This
would result in a leverage premium to reflect the significant difference in equity ratio between Delta
and Dr. Weaver’s 5 company panel conservatively estimated at 150 basis points by Dr. Blake. An

even larger leverage premium is obtained if the 15 basis points are applied to the 13.5% difference
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between Delta’s equity ratio and the average equity ratio for the 29 natural gas distribution
companies reported in Exhibit MJB-1.

In cross-examination, Dr. Weaver attempted to support his 50 basis point addition in arriving
at a return on equity for Delta by applying this leverage premium of 15 .basis points for each 1%
difference in equity ratio to a difference in equity of 3.1%. TE I, 185. He arrives at the 3.1%
difference by using the difference in ratios of equity to total assets between Delta and his 5 company
panel rather than the more commonly accepted ratio of equity to total capitalization. This application
by Dr. Weaver is both misleading and incorrect. The 15 basis point leverage premium cited in the
Brigham, Gapenski and Aberwald article was determined using equity as a percentage of total
capitalization, not equity as a percentage of assets. Thus, his attempt to justify his S0 basis point
addition by applying the 1S basis point leverage premium to the ratio of equity to total assets
incorrectly applies the 15 basis point premium to the wrong ratio. Furthermore, his attempt to show
that the difference in equity between Delta and his 5 company panel is only 3.1% is based on a
misleading ratio. When properly viewed as an element in Delta’s capital structure, and not in relation
to assets which are not a part of capital structure as used in regulatory proceedings, the difference
in equity between Delta and Dr. Weaver’s 5 company panel is clearly in the neighborhood of ten
percentage points as indicated above in the citations to Schedule 3 and to page 16 of Dr. Weaver’s
testimony.

When the significant differences in size and leverage are properly quantified and the proper
adjustments are made, the result is an additional 300 basis points added to the return on equity for
Dr. Weaver’s panel. With his estimated return on equity for the 5 company panel of 9.75% to

10.75%, making the proper adjustments for differences in size and leverage would result in a range

13




on the estimated return on equity for Delta of 12.75% to 13.75%, not even attempting to account for
the other significant risk differences between Delta and Dr. Weaver’s panel.

One of these other major differences in risk between Delta and Dr. Weaver’s 5 company
panel is that 3 members of his panel already have weather normalization mechanisms in place. These
three companies are CTG Resources, South Jersey Industries and Energen (See response to Item
28(b) of the Data Request from the Attorney General). In addition, Alabama Gas Company, which
is a subsidiary of Energen, has a Rate Stabilization and Equalization mechanism in place which is
similar to the altemative regulation mechanism that Delta is seeking in this proceeding. In cross-
examination, Dr. Weaver admitted that these weather normalization mechanisms would reduce the
variability of revenue and earnings for these three companies. TE II, 193-194. He also agreed that
Delta did not have such a mechanism in effect. TE II, 195. Dr. Weaver also admitted that he had
not taken into account in his determination of Delta's return on equity the additional risk factor that
Delta has compared to his panel by virtue of Delta's not having in place such a stabilization
mechanism. TE II, 196. As of test year end, Delta did not have any sort of stabilization mechanism
in place, yet Dr. Weaver determined Delta’s return on equity by equating it to companies which had
such mechanisms. Given the absence of any stabilization mechanism at test year end, Delta ought
to earn a return on equity in the high end of the estimated range of 12.75% to 13.75%.*

This is similar to Dr. Blake’s recommendation that Delta be allowed a 13.9% return on
equity. Blake Direct, 27. Thus, when the proper adjustments are made to account for the substantial

differences in size and leverage between Delta and Dr. Weaver’s 5 company panel, there is little

“In a classic example of data manipulation, when Dr. Weaver took Delta’s proposed Alt Reg Plan into account,
he further reduced Delta’s return on equity below his 5 company panel (3 of which have stabilization mechanisms) to
reflect his view that Delta is less risky because of its Alt Reg Plan. See page 16, infra.
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difference between Dr. Blake’s recommendation and Dr. Weaver’s recommendation. The principal
difference is that Dr. Blake applied the estimated leverage adjustment to the 13.5 percentage point
difference in equity ratio between Delta and the average equity ratio for the 29 company panel in
Exhibit MJB-1 rather than the ten percentage point difference in equity ratio between Delta and Dr.
Weaver’s 5 company panel.

The 13.9% return on equity recommended by Dr. Blake is also consistent with the range of
return on equity of 13.15% to 13.65% in Alabama Gas Company’s Rate Stabilization and
Equalization mechanism that was approved by the Alabama Public Service Commission. TE II, 198.
As stated above, Alabama Gas Company is a subsidiary of Energen, which is one of the company’s
that Dr. Weaver claims is similar to Delta, even though Energen is 10 times larger than Delta on the
basis of total assets (Weaver Schedule 1) and has a 1996-98 average common equity ratio of 49.3%.
Weaver Schedule 3. Under cross-examination, Dr. Weaver admitted, “For example, Energen, the

Standard & Poor's stock report indicated that Alabama Gas ROE has been constant over the prior

ten years.” TE II, 194. During cross-examination Dr. Weaver stated that he was well aware of the
famous quote from the Bluefield case, which he used on page 6 of his testimony, that “the return to
the equity owner should be commensurate with the return on investments and [sic] other enterprises
having corresponding risks.” TE 11, 199. However, when asked why, given the similarity that he
claimed between Energen and Delta, a range of 13.15% to 13.65% would not be appropriate for
Delta as well, Dr. Weaver was at a loss to come up with a plausible explanation. TE II, 199-200. An
approved rate of return for Alabama Gas Company in the 13.15% to 13.65% range as a part of a Rate
Stabilization and Equalization mechanism supports Dr. Blake’s recommended return on equity for

Delta of 13.9% and indicates that his recommended 13.9% return on equity for Delta would be
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consistent with the guidance in the Bluefield case, especially given the fact that Energen 1s 10 times
larger, has a significantly higher equity component and is, thus, less risky than Delta.

Dr. Weaver was also questioned about the subjective reduction of his recommended return
on equity to the 8% to 9% range if the Alt Reg Plan proposed by Delta in this proceeding is adopted.
Under cross examination Dr. Weaver admitted that Delta would need a retumn on equity of at least
9.6% just to pay its current dividend. TE II, 204-205. However, even after admitting that it would
take Delta a return on equity of at least 9.6% to pay its current dividend and after admitting that no
company can continue and not earn its dividend (TE II, 189), Dr. Weaver still continued to
recommend a return on equity of 8% to 9% if Delta’s Alt Reg Plan were adopted. TE II, 205. Dr.
Weaver makes this recommendation even though 3 of the 5 members of his panel already had a
weather normalization mechanism in place, which would reduce the variability of their revenues and
earnings; even though one member of his panel already had a Rate Stabilization and Equalization
mechanism in place that is similar to the Alt Reg Plan proposed by Delta; and even though Delta did
not have such a mechanism in place. Even with these mechanisms already in place for members of
his panel, Dr. Weaver estimates a return on equity for the 5 company panel in the range of 9.75%
to 10.75%, while recommending a return for Delta of 8% to 9% if Delta’s alternative regulatory plan
is adopted. Dr. Weaver’s testimony is not credible given the inconsistencies in these positions and
his recommendations should not be adopted by the Commission.

Dr. Blake has provided the Commission with two alternatives for making the proper
adjustment to account for the substantial difference in equity ratios between Delta and the average
natural gas distribution company. One is to incorporate a leverage adjustment into Delta’s allowed

return on equity which would result in a return on equity of 13.9% with Delta’s existing capital
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structure. The second alternative was to use an imputed capital structure that is similar to an
“average” gas utility consisting of 43.5% equity and 56.5% debt and allow Delta a return on equity
of 11.9%. Blake Direct, 27-29. As the Attomey General demonstrated in his Cross Exhibit 1, these
two approaches achieve the same result of properly accounting for the differences in leverage.
Furthermore, as shown by Delta in its Exhibit 2, allowing Delta an 11.9% return on equity with its
existing capital structure would have the same financial impact as allowing a 10.4% return on equity
for a natural gas distribution company with an “average” capital structure. "

Evidence in the record shows that the equity component of Delta’s capital structure has been
steadily eroding for 10 years. The use of an imputed capital structure would generate the earnings
necessary to turn this around and to re-build Delta’s equity. Under cross-examination, even Dr.
Weaver admitted “So, yes, the company has had financial problems, I will agree there, and I think
they are risky and I think they need a rate increase.” TE II, 188. An 11.9% return on equity with
Delta’s existing capital structure, which is equivalent to a 10.4% return on equity for a company with
an “average” capital structure, will simply not provide the necessary earnings to allow Delta to
rebuild its equity. The Commission needs to either allow Delta a 13.9% return on equity with Delta’s
existing capital structure or allow Delta an 11.9% return on equity with an imputed capital structure
as recommended by Dr. Blake.

As a final matter, Delta has again proposed determining its revenue requirement by
multiplying the rate of return times the total capital of the company. The Attorney General supports
multiplying it times rate base. Until 1997, the revenue requirement in every Delta rate case had been
calculated by multiplying the rate of return times the capital. The practice in Kentucky for years has

been to determine the revenue requirement for gas companies by multiplying the rate of return times
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total capital. In order to be consistent with years of precedent, the Commission should return to the

rate of return times capital methodology.

PRO FORMA ADJUSTMENTS TO TEST PERIOD
Not surprisingly, the Attorney General proposes adjustments to test year revenues and
expenses that result in increasing the revenues and decreasing the expenses which would be
considered for ratemaking purposes. These proposed adjustments are not consistent with past
Commission practice, do not represent known and measurable changes and are made solely for the
purpose of artificially reducing the utility’s rates. In his rebuttal testimony, John Brown
demonstrated how Delta could have easily adjusted several expenses upward using the same
approach that the Attorney General used to adjust several expenses downward. Brown Rebuttal, 3-7.
Mr. Brown said,
. [I]f the Attorney General is successful in decreasing O&M
by his proposed amounts, then his theory, applied consistently to all
of the Company’s accounts, would, at a minimum, require an
adjustment of $164,000, as detailed above, to increase O&M
expenses.
Brown Rebuttal, 7. Delta, on the other hand, has approached the test year with the presumption that
it is a reasonably accurate predicter of revenues and expenses as it is theoretically designed to be.
Insofar as possible, Delta has utilized actual test year results and only those adjustments which are

customarily used by this Commission in the ratemaking process or which were specifically utilized

in Delta’s last rate case, No. 97-066. Specific issues will be discussed below.
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Year-End Expense to Revenue Ratio

Attorney General witness Henkes argues that, because wages and salaries were removed from
the calculation of the expense-to-revenue ratio for the year end adjustment by Delta, then a host of
other expenses should also be removed from the calculation. Henkes Direct, 22-23. He reasons that,
since Delta did not increase its level of employees to reflect the incremental revenues created by the
year end level of customers, it would be consistent to also assume that pension and benefit expenses
will not vary. Henkes Direct, 22. He also argues that other costs should be subtracted because, in
his opinion, these other costs do not vary with incremental sales. Henkes Direct, 23.

First of all, Delta did not take the position that the number of employees do not vary with
incremental sales. Delta believes that wages and salaries do, in fact, vary directly with the size of
Delta’s customer base. Seelye Rebuttal, 32. Nevertheless, Delta elected to follow prior Commission
practice in calculating the expense-to-revenue ratio. In following this practice, it should not be
inferred that Delta believes that salaries and wages do not vary with incremental sales from‘ year end
customers. Even Mr. Henkes confirmed, upon cross-examination, that it is unrealistic to as;ume that
new customers would have no impact on the number of employees. TE II, 102. New customers
create additional meters to read, billings to render, meters to test, service calls to make, and ;he like,
which incrementally increase Delta’s labor costs. TE II, 103-104. While there may possibly be some
economies of scale associated with serving additional customers in the administrative areas, this does
not imply that all salaries and wages should be removed from the calculation of the expense-to-
revenue ratio. Inasmuch as this issue has been raised by the Attomey General and, in all due respect
to past Commission decisions, Delta believes that the practice of removing wages and salaries from

the calculation of the expense-to-revenue ratio, understates the expenses associated with serving the
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additional number of customers represented by year-end over average customers. Therefore, Delta
believes that incremental expenses should be increased rather than decreased as Mr. Henkes has
suggested. For these reasons, Delta believes that the proper expense to revenue ratio should be
46.73% as filed in Seelye Rebuttal Exhibit 3. At the very least, however, the Commission should
apply Delta’s proposed 17.92% expense to revenue ratio as originally filed.
1997 Rate Case Expenses

Mr. Henkes also recommends the removal of the amortization of rate case expenses that were
approved by the Commission in Delta’s last rate case, No. 97-066. Henkes Direct, 28. He takes the
position that the Commission should not allow Delta to amortize its rate case expense, but, rather,
should be guided by the principle of normalization. Henkes Direct, 28-29. As pointed out in Mr.
Seelye’s rebuttal testimony, there are a number of problems with Mr. Henkes’ recommendation.
First, Mr. Henkes confuses the concept of amortization with the concept of normalization. Seelye
Rebuttal, 34-35. Normalization attempts to take into account the effect of happenings that occur
regularly on the utility’s operations but may fluctuate from year-to-year such as temperature
variations and to reflect, on a going forward basis, a level of revenue that corresponds with normal
temperatures. Amortization, on the other hand, is used to deal with costs that do not occur every
year, such as rate case expenses, extraordinary expenses, non-recurring costs, and the like,

Second, his recommendation is in direct conflict with the Commission’s Order in Case No.
97-066, in which the Commission found that the rate case expenses should be amortized over a five
year period, not normalized. Seelye Rebuttal, 35-36. Third, his position is contrary to the Attorney
General’s position in Case No. 97-066. Interestingly, the same Attorney General witness (Mr.

Henkes) argued in favor of a five year amortization in that case. Seelye Rebuttal, 36. Fourth, Mr.
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Henkes’ recommendation is contrary the Commission’s practice of establishing revenue
requirements on an accrual basis rather than on a cash basis. Seelye Rebuttal, 36. Allowing Delta
to recover amortization of rate case expenses is no different than allowing Delta to recover
depreciation accruals as a current expense. Amortization performs the same function — it spreads
an extraordinary or one-time cash expenditure over a specified number of years. Mr. Henkes’
recommendation is equivalent to switching to a cash basis for this particular cost item. He would
have the Commission normalize rate case expenses to reflect an expected level of cash to be spent
for conducting a rate case rather than establishing an accrual. At this time, Delta has not recovered
those expenses and, with Mr. Henkes recommendation, Delta would never recover those
Commission authorized expenses. His recommendation is inconsistent, is inappropriate, violates
the Commission’s Order in Delta’s last rate case and, therefore, should be rejected.
Current Rate Case Expenses

Delta has proposed the amortization of rate case expense for this case over three years. The
basis for this proposal is that the experimental Alt Reg Plan is to be placed in effect for three years,
at which time its future will be evaluated by Delta and the Commission. TE I, 127-128. Through
October 31, 1999, total expenses for this case and Case No. 99-046 (the Alt Reg Plan case
incorporated by reference into this case) were $218,753.18. Response to Item 6 of the Requests for
Information propounded at the hearing and submitted on November 12, 1999. Delta has estimated
that total rate case expense will be $250,000. TE I, 57. Thus, if the Commission utilizes the same
approach for rate case expense here as it did in Delta’s last rate case, then the $250,000 rate case
expense should be amortized over the appropriate time which will elapse until Delta’s general rates

are next considered by the Commission. As stated above, that time period is three years.
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Bad Debt Expenses

Mr. Henkes proposes “a post test year adjustment” for bad debt expenses that does not reflect
a known and measurable change in such expenses. He picks out a single cost item that might
possibly trend down because of efforts on the part of Delta’s management and then projects a post
test year decrease in the expense. Henkes Direct, 30-31. His adjustment is based on Delta’s bad
debt collection procedures which he believes “should reduce its bad debt expense level on a
prospective basis.” Henkes Direct, 30. Henkes proposes an average bad debt ratio for the years 1995
through 1998 to determine the bad debt expense to be utilized here. Henkes Direct, 31. However,
the data over the past few years indicate an upward trend in bad debt expense. Looking at the
historical data for the past four years, there is no basis to conclude that the level of bad debt expense
proposed by Mr. Henkes represents a reasonable level on a going forward basis when compared with
actual test year experience. Mr. Seelye succinctly demonstrated why Mr. Henkes bad debt expense
analysis should be rejected:
Mr. Henkes’ adjustment to bad debt expenses should be
rejected because (1) it reflects a post test year adjustment, (2) he does
not consistently apply his post test year logic to other expenses that
have either increased or are likely to increase when the rates go into
effect, (3) he does not show that averaging produces a reasonable
level of expenses on a going forward basis, and (4) his adjustment
does not reflect a known and measurable change to test year operating
results.
Seelye Rebuttal, 38.
Customer Deposits

Delta’s treatment of customer deposits in this case is precisely the treatment that was utilized

for customer deposits in its last rate case: “the Commission did not treat the Company’s customer
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deposit balance as a rate base deduction, but did reflect the customer deposit interest as an ‘above-
the-line” expense amount.” Henkes Direct, 17. Mr. Henkes disagreed with the Commission’s
treatment of this item and proposed deduction of the customer deposit balance from the rate base.

Henkes Direct, 17. The Commission’s prior treatment, and Delta’s current treatment, of customer

deposit balances was correct and should be utilized again in this case.
Again, Mr. Seelye explained why Mr. Henkes’ approach should be rejected:

This is yet another example of Mr. Henkes simply looking for
creative ways to reduce Delta’s revenue requirements. He argues that
customer deposits are conceptually no different than customer
advances. This is not correct. The major distinguishing factor which
Mr. Henkes ignores is the use of the money. Customer advances
ALWAYS relate to the construction of gas distribution facilities that
have been installed on behalf of customers. As a result, customer
advances are closely related to rate base. For example, as a part of
Delta’s main extension policy, residential customers must make a
cash advance for extensions that exceed 200 feet. If other customers
do not connect to the main within ten years, these advances are then
credited as a contribution in aid of construction, which reduces plant
in service. Therefore, customer advances relate directly to Delta’s ,_
plant in service and, therefore, its rate base. Customer advances are '
deducted from rate base because Delta does not have to raise the
capital for that amount of plant investment. Customer deposits, on
the other hand, do not relate to plant in service nor to any other rate
base item.

Seelye Rebuttal, 39. The Attorney General’s treatment of customer deposits should again be

rejected.
Pension Expense

Delta’s books for the test year pension expense show an amount of $292,818, which Delta
has utilized for ratemaking purposes. This amount has the following components: $40,354 for

expenses paid to pension consultants, such as Hand & Associates and net periodic pension expense
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of $252,464, consisting of a blending of two fiscal years ($271,455 for the fiscal year ending June
30, 1998, and $181,167 for the fiscal year ending June 30, 1999). Brown Rebuttal, 7. As expected,
Mr. Henkes seized on the smallest number in the bunch, $181,167, and chose it as the
“representative” pension expense. Henkes Direct, 24. Mr. Brown testified unequivocally that the
$292,818 pension expense amount is, in fact, lower than the amount Delta can expect to experience.
in the future. Brown Rebuttal, 6. Specifically, the actuary estimate of net pension expense for April
1, 2000, is $267,592. Brown Rebuttal, 8 When the $40,354 expense for consultants is added to that
figure, the expected expense is $307,592, not $181,167, utilized by Mr. Henkes. Brown Rebuttal,
6. Efforts by the Attorney General to demonstrate that the over-funded status of Delta’s pension plan
from 1995 to 1998 reduce the expense fail because the assets eamed lower than expected in 1999
and the actuary report called for the increased expense discussed above. TE I, 181-182. Therefore,
the Commission should utilize Delta’s pension expense figure and disregard Mr. Henkes’ low ball
pension expense figure.
Glenn R. Jennings’ Compensation

Delta has included as an expense for ratemaking purposes the sum of $24,000 which is the
test year amount of loan forgiveness pursuant to an agreement between Delta and Glenn R. Jennings.
The Attorney General proposes exclusion of the loan forgiveness portion of his compensation. The
loan forgiveness is siﬁ1p1y non-cash compensation provided to Mr. Jennings as part of his total
compensation package. Mr. Jennings’ total compensation for the test year, including the loan
forgiveness, was $177,746. Delta’s Response to Item 40 of the July 15, 1999, Commission Data
Request. His total compensation level was clearly reasonable and all of it should be included for

ratemaking purposes. In response to Item 41 of the Attorney General’s August 11, 1999, Data
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Request, Delta provided a letter from Victor R. Desposito, Jr. of Stone & Webster Management
Consultants, Inc. dated August 5, 1999, containing a survey of total cash compensation for the
position of Chief Executive Officer in ten small gas companies. Mr. Desposito stated in the letter:

The survey . . . contains all the elements of total annual cash

compensation including base annual salary, annual bonus, long-term

awards, company contributions to 401K plans, and other cash

compensation. The key comparison measure is total annual

compensation which had a median value of $279,700 for the survey

group compared to $187,700 for Delta. As a result, we believe the

total cash compensation for Delta’s CEO is not competitive with pay

practices in the small gas company sector.
Since Mr. Jennings’ total compensation, including the loan forgiveness, is uncompetitively lower
than CEO compensation for other companies in the small gas company sector, it surely should not
be reduced for ratemaking purposes.
Sales Tax Audit Expense

Delta has included an item of expense in the amount of $27,631 relating to the settlement of

a sales tax audit during the test year. Mr. Henkes proposes removal of this expense item and lumps
it in with other miscellaneous expenses, such as spousal travel, golf outings and the like, in his
Schedule RJH 16. In his direct testimony, Mr. Henkes does not mention the sales tax audit expense,
but refers only to the other miscellaneous expenses. Henkes Direct, 32-33. The sales tax audit
expense is not abnormal, but rather is typical of many other similar expenses that must be made on
an ongoing basis. John Brown described the situation as follows in his Rebuttal testimony:

This amount is not abnormal, just part of the regular cost of doing

business. This amount in the test year relates to Kentucky sales tax,

but Delta is constantly engaged in audits/reviews by various agencies

and payments of settlement amounts are not unusual. Even when no

amounts are required to be paid to the agency, the Company always
incurs legal and accounting professional services fees. To illustrate,
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in the last 12 months, three of the company’s employee benefit plans
have been audited by the IRS, and the Company is currently
undergoing an IRS Revenue Agent Review on its June 30, 1997
consolidated tax return.

Brown Rebuttal, 8. Thus, the sales tax audit settlement is not an abnormal expenditure and should

be included for ratemaking purposes.

EXPERIMENTAL ALTERNATIVE REGULATION PLAN

Delta’s proposed Alt Reg Plan is a new experimental approach to ratemaking in Kentucky,
which, if approved by the Commission, would be in place for three years. If the plan is adopted, this
Commission will not be required to labor through general rate cases for Delta (unless a catastrophic
event occurs) for the duration of the three year experimental period for which it is proposed to be in
place. Instead, information relating to Delta’s financial performance will be analyzed annually in
the Alt Reg Plan formula and adjustments to Delta’s rates and charges can be made within the
parameters of the plan without the tremendous amount of effort that has been expended here. The
end result would be that Delta would permitted the opportunity to earn a return within a range found
to be fair, just and reasonable by this Commission.” The Alt Reg Plan is an imminently logical and
fair approach to ratemaking.

Delta’s goal in proposing adoption of the Alt Reg Plan is to establish an orderly and
expeditious process for automatically making rate adjustments to give Delta the opportunity to earn

a rate of return within the range to be authorized by the Commission in this case. Letter dated

> The Alt Reg Plan does not guarantee a level of revenues or guarantee a specified eamed return for Delta as
the Attorney General has argued.
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February 5, 1999, from John Hall to Helen C. Helton, Case No. 99-046, (“February 5 Letter”) at 3.
The Alt Reg Plan will produce several benefits for the ratepayers, the Commission and Delta.

First, the Alt Reg Plan would ensure that Delta’s rate of return falls within the range
authorized by the Commission. Under Delta’s proposal, the Commission would establish a zone of
reasonableness for Delta’s rate of return and the proposed mechanism would help to keep Delta’s
rate of return within this range. Subject to certain constraints, Delta’s rates would be adjusted to
bring its rate of return within the range established by the Commission. Delta’s proposed mechanism
would ensure that it is not over-eaming or under-earmning. February 5 Letter at 3.

Second, the Alt Reg Plan would be more consistent with the ratemaking principle of
“gradualism” than traditional regulation. Because there is often a number of years between
adjustments in base rates, traditional regulation frequently results in abrupt changes in rates. By
providing a mechanism for examining a utility’s earned rate of return and adjusting rates on an
annual basis, Delta’s proposed mechanism would provide a more gradual mechanism for increasing
or decreasing rates than traditional regulation. February 5 Letter at 3-4.

Third, by providing a less resource intensive process for keeping Delta’s rate of return within
a Commission prescribed zone of reasonableness, the Alt Reg Plan would allow the utility to focus
on improving utility operations rather than using management talent to conduct a full blown rate
case. When a utility files an application for a general adjustment in rates, a significant amount of
management time, attention and resources must be committed to the process. During a rate case, a
utility must divert management attention from making operational improvements, connecting new
customers, developing new marketing initiatives, strategic business development, and other activities

generally involved with running the business and instead focus its attention on preparing financial
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pro-formas, conducting cost of service studies, determining where to spread a rate increase,
developing pre-filed written testimony, responding to data requests, attending hearings, preparing
pleadings, and the like. These activities are particularly burdensome and costly for small utilities,
such as Delta, and their customers. February 5 Letter at 4.

Fourth, by providing a less resource intensive process for keeping Delta’s rate of return

within a Commission prescribed zone of reasonableness, the Alt Reg Plan would result in cost
savings to the utility. Conducting a general rate proceeding is resource intensive and costly. Utilities
incur significant internal and external costs in conducting general rate cases. Once an alternative
ratemaking mechanism is operational, the cost of keeping Delta’s rate of return within a Commission
prescribed zone of reasonableness will be significantly lower. Although the Alt Reg Plan will
involve a comprehensive 3-year review, it is anticipated that such a review would be less resource
intensive and costly than a full-blown rate case. February 5 Letter at 4.

Fifth, the Alt Reg Plan would save time and resources at the Commission while still allowing
the Commission to fulfill its obligations of ensuring that the utility is not over or under earning. As
with utilities, the Commission and its staff devotes considerable resources in conducting general rate
cases. Streamlining the process for keeping Delta’s rate of return within a Commission prescribed

zone of reasonableness would leave more time for considering important public policy issues instead

of managing data requests, conducting hearings and performing other tasks involved with a formal
rate case. Streamlining the process, however, would not impede the Commission’s ability to prevent
customers from being overcharged by allowing the utility to earn an excessive rate of return. Unlike
traditional regulation, under Delta’s proposal there would be an annual review of the utility’s earned

rate of return. February 5 Letter at 4-5.
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Sixth, the Alt Reg Plan would free up the resources necessary for the Commission to prepare
for competition. In a competitive environment, the Commission will need to devote resources to
setting and enforcing the rules of the competitive game by addressing such issues as cross
subsidization, affiliate transactions and non-discriminatory access to essential monopoly facilities
which provide competitors with access to the market. One means of freeing up resources to devote
to such issues is by utilizing alternative ratemaking mechanisms like the one that Delta is proposing.
February 5 Letter at 5.

Seventh, the Alt Reg Plan would likely result in a less adversarial process for adjusting rates.
The process for making general adjustments in rates set forth in 807 KAR 5:001, Section 10, is
inherently adversarial. Other adjustment mechanisms utilized by utilities in Kentucky, such as
purchased gas adjustment mechanisms (PGAs) and fuel adjustment clause mechanisms, have
generally proven to be less adversarial. February 5 Letter at 5.

Eighth, Delta’s Alt Reg Plan would help it prepare for a more robustly competitive energy
services market. From Delta’s perspective, the energy services market in Kentucky is already
fiercely competitive. Natural gas utilities face competitive pressures from a number of fronts,
including: (1) competition for residential customers from propane and fuel oil providers, (2)
competition in commercial and industrial markets from altermative fuels such as coal and fuel oil,
(3) competition in all sectors from electric utilities, and (4) customers physically bypassing the local
distribution provider. Utilities that earn an inadequate return on invested capital are often at a
competitive disadvantage to utilities and other energy service providers that have the opportunity to
earn a significantly higher rate of return. Businesses with stronger earnings can typically devote

resources to providing more and better services to attract new customers and retain existing
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customers. A solid financial position that reflects a reasonable rate of return would make it easier
for Delta to finance the investments needed to provide quality service, to create new services and to
enhance existing services in order to attract and retain customers. February 5 Letter at 5-6.

In addition, the Alt Reg Plan contains performance based controls to ensure that Delta’s
customers are given the opportunity to share in the benefits of O&M savings, protected from O&M
increases and are not subjected to an unrealistic capital structure. The plan clearly benefits Delta’s
customers because it protects them from over-earning by Delta and provides Delta an incentive to
improve its performance.

Delta has anticipated implementing the Alt Reg Plan at the beginning of its next fiscal year,
July 1, 2000. That date coincides with the beginning of Delta’s budget year, if the budget is utilized
in the plan’s AAC, or the end of Delta’s fiscal year, if actual financial results are utilized in the
plan’s AAC.° As the Delta witnesses stated several times during the hearing, Delta is willing to
discuss with the Commission Staff the most efficient and appropriate way to begin implementation

of the Alt Reg Plan.

WEATHER NORMALIZATION ADJUSTMENT
Delta has proposed a Weather Normalization Adjustment (“WNA”) tariff which will adjust
rates monthly from November through March each year to produce the same revenue that thirty year
normal weather would produce. The Attorney General is not opposed to the WNA. No evidence

has been introduced in this proceeding that would suggest that the proposed mechanism should not

SThe tariff sheets setting forth the use of actual financial results which are Seelye Rebuttal Exhibit 5 are offered
to show an alternative to using budget information to calculate the AAC. Delta believes that either approach could be
workable.
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be adopted as filed. Delta believes that it will function well with the Alt Reg Plan because it will
make monthly adjustments for weather and, thus, ameliorate the annual adjustment resulting from
the Alt Reg Plan. Delta proposes to implement the WNA immediately following the issuance of an
order in this case. Should the Commission determine that the annual adjustments under the Alt Reg
Plan will be gradual enough to reduce the need for the WNA, Delta is willing to implement the
WNA on a one year experimental basis, provided, however, that it must be permitted to implement

the WNA for the 1999-2000 heating season.

CANADA MOUNTAIN GAS STORAGE FIELD
Gas storage services are provided for Delta by Deltran, Inc., a subsidiary, pursuant to an
agreement approved by the Commission in Case No. 95-531. Delta recovers gas storage expenses
through its Gas Cost Recovery mechanism. Therefore, Canada Mountain was excluded by Delta
from this case. Canada Mountain has been regulated in this fashion since 1996 with no apparent
problems. In addition, Canada Mountain was not factored into Delta’s Cost of Service Study nor
into its proposed rate design on which the proposed rates are based. Consequently, Delta has

proposed to continue treating Canada Mountain in this fashion.

COST OF SERVICE AND RATE DESIGN
Delta’s Cost of Service Study classifies a portion of distribution mains costs as customer-
related and a portion as demand-related. The customer-related portion of mains costs are determined
by calculating the average cost per foot of mains at the zero intercept (zero inch diameter pipe) and

multiplying such unit cost by the number of feet of distribution mains. The customer-related portion
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of costs are then allocated to the customer classes on the basis of the numbers of customers in each
rate class. The remaining costs are deemed to be demand-related costs and are allocated to the
customer classes on the basis of the maximum class demands.

The cost of service approach, including the zero intercept methodology for classifying
distribution mains, utilized by Delta in this proceeding is the same cost of service method that this
Commission described as “. . . acceptable and should be used as a starting point for gas rate
design” in Case No. 90-158.” The Commission also evaluated this same cost of service methodology
in Case No. 10064 wherein it found that it “. . . provides an adequate starting point for rate design

398

and should be used as the guide for the allocation of revenues to the customer classes.” On page
22 of his rebuttal testimony, Mr. Seelye pointed out that the Comfnission, in its Order in Case No.
10064, also addressed the theoretical soundness of zero-intercept methodology in determining the
customer component of distribution mains costs. On page 80 of that order, the Commission stated
that * the Commission is convinced that the zero-intercept method is theoretically sound and less
subjective than the minimum system method, in which a minimum size main must be subjectively
chosen in order to determine the customer component.” In his rebuttal testimony at page 23, Mr.
Seelye also pointed out that NARUC’s Gas Rate Design Manual, 1989, at page 32, states the
following with respect to the classification of distribution mains: “The distribution plant investment
in mains may be classified as both demand and customer related. The customer component was

determine[d] as the amount of investment that would be required i[f] all mains were comprised of

a theoretically minimum size.”

7 Commission Order dated December 21, 1990, in Case No. 90-158, page 63.

¥ Commission Order dated July 14, 1988, in Case No. 10064, page 81.
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The cost of service study was then used as a guide By Delta in the allocation of the proposed
revenue increase between customer classes and the design of the proposed rates. The objective was
to achieve some movement toward a better balance between class rates of return while giving
recognition to other rate making objectives such as marketplace realities, customer acceptance and
the need for gradualism in avoiding overly disruptive changes.

Attorney General witness Estomin filed testimony claiming that Mr. Seelye used an incorrect
formulation of weighted least squares in applying the zero intercept methodology in the cost of
service study. Estomin Direct, 6-7. However, Mr. Seelye utilized the same zero intercept
methodology which the Commission has endorsed in previous rate orders. See for example the
Commission’s Orders in Case Nos. 90-158, 10064, and 8924, described hereinabove. As shown in
Mr. Seelye’s rebuttal testimony, Dr. Estomin made serious mathematical errors and applied an
incorrect formulation of weighted least squares which produces incorrect results. Seelye Rebuttal,
2. Dr. Estomin appears to have developed this approach in an attempt to try and convince the
Commission to allocate a smaller percentage of cost on the basis of number of customers, thus
reducing the percentage of cost allocated to the residential customer class. Oddly enough, after
going to the trouble of bringing in a witness to present testimony on weighted least squares, the
Attorney General’s rate design witness, Mr. Galligan, did not even use the zero intercept
methodology.

Mr. Galligan took the position that no distribution mains costs are customer-related and,
therefore, no such costs should be allocated to the customer classes on the basis of the numbers of
customers served within the classes. Galligan Direct, 8-9. In his direct testimony, he stated that he

modified Delta’s Cost of Service Study methodology and assigned 50% of distribution mains costs
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on the basis of average demand (annual volumes) and 50% as peak demand-related. Galligan Direct,
14. Mr. Galligan’s proposed methodology in this case is very similar to the average and peak
methodology. In its Order dated December 8, 1997, in Case No. 97-066 (Delta’s last rate case), at
page 24, the Commission stated as follows:

The Commission is not convinced that the average and peak

methodology has sufficient reliability to warrant it the Commission’s

complete reliance. Absent the use of another methodology to

corroborate the average and peak methodology’s results, preferably

the zero-intercept method, this Commission will not give conclusive

weight to studies using such methodology.
In addition, functionalization of costs as 50% commodity- and 50% demand-related by Mr. Galligan
is capricious. His only justification for the 50-50 split was that it “. . . represents a conservative
recognition of annual volumes in the allocation of Delta’s distribution mains cost,” whatever that
is supposed to mean in this instance. Galligan Direct, 15.

Nowhere in his direct testimony does he indicate that he re-assigned and re-allocated
anything other than distribution mains costs. On page 6 of his direct testimony, he identifies the
mains investment as being “in excess of $39 million” which corresponds with the test-year net plant
investment for distribution mains of $39.2 million. In addition, in response to the Commission’s
Data Request, Item 26, he reiterated that he had only modified the Delta Cost of Service Study by
allocating distribution mains differently. His complete cost of service study was not submitted as
a part of his testimony. It was not until he responded to Delta’s Data Request Item No. 83 that it was

revealed that he also re-assigned and re-allocated transmission costs on the same basis as distribution

mains costs.
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Transmission plant serves an entirely different function than does the distribution mains
plant. Distribution mains are the lines that run up and down the streets and represent the last link in
the gas delivery system to the service lines of the individual customers. For this reason, a portion
of distribution mains costs are considered customer- related and a portion demand-related in terms
of cost causation and allocated accordingly. Transmission plant, on the other hand, is used to move
bulk supplies of gas from gas suppliers and the interstate pipelines to the distribution mains. As a
result, transmission plant is considered solely demand-related and is, therefore, allocated to the
customer classes on the basis of maximum demands.

Mr. Galligan never discussed or attempted to support the rationale behind why he elected to
re-assign and re-allocate transmission plant based on 50% commodity- and 50% demand-related.
All the evidence available prior to cross-examination, led Delta to believe that Mr. Galligan had
merely made a mistake in his Cost of Service Study calculations and had not intended to re-assign
and re-allocate transmission plant. There was certainly no support whatsoever in his testimony nor
in his responses to the data requests that addressed why he departed from a previously accepted
methodology. When cross-examined, Mr. Galligan admitted that he did not mention the re-
allocation of transmission mains in his response to Item 26 of the Commission’s Data Request. TE
I1, 243. In fact, he said in the data request response that he had only modified the Delta Cost of
Service Study by allocating distribution mains differently.” Clearly, considerably more costs were
re-assigned and then re-allocated to the customer classes than Delta and the Commission were led

to believe by Mr. Galligan. Net transmission plant represents an additional $22.2 million in

® See response to PSC Data Request , Item 26.
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investment which was neither mentioned in his direct testimony nor was there any evidence offered
as support for the re-assignment and re-allocation thereof.

Mr. Galligan’s treatment of four other items shown under the Expense Adjustments is also
mysterious. In his revised testimony at the hearing and responses to data requests, he indicated that
his only change in the cost of service methodology filed by Delta related to distribution mains and
transmission mains. However, if he properly reallocated distribution mains and transmission mains
as he claimed, the amounts assigned to each customer class for the adjustments to Payroll Expenses,
To Eliminate Test-Year Expenses, Customer Deposits and Medical Expenses could not have been
precisely the same as the amounts contained in Delta’s Cost of Service Study. Nevertheless, his
response to Item 83 of Delta’s Data Request showed that these amounts were, in fact, i}dS:lt.ical to
the amounts contained in Delta’s Cost of Service Study. It appears that Mr. Galligan mereiy.copied
some numbers from Mr. Seelye’s study without properly carrying through the reallocation. Thus,
the Commission should not accept or rely upon Mr. Galligan’s proposed re-allocation.

Mr. Galligan’s approach to allocating the proposed revenue increase among the customer
classes was also rather curious. After preparing a cost of service study that showed some fairly
significant variations in rates of return between the rate classes, he then proposed an equal
percentage allocation of the rate increase among the rate classes on the basis of their non-gas
revenues spread. Mr. Galligan’s cost of service study as well as his proposed apportionment of the
rate increase should be rejected.

Mr. Galligan’s analysis of Delta’s interruptible rates is likewise flawed. He seems to have
set out to show that Delta’s interruptible rate was somehow unjustified. Mr. Galligan speculates that,

since Delta has not been required to interrupt its interruptible customers frequently and has
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experienced design day conditions six times, the value of interruptible customers is not apparent.
Galligan Direct, 24-25. Mr. Galligan fails to recognize that, except for underground storage,
interruptible customers received a full allocation of all costs in Delta’s cost of service study. Even
with this level of cost assignment, the interruptible class rate of return of 27.37% was more than
twice that of the next highest class and nearly four times Delta’s overall return of 7.31%.

Mr. Galligan did not consider that Delta plans its storage operation around design winter
conditions, not simply one or two design days during the winter season. Storage deliverability
declines as storage inventory is lowered during the winter withdrawal season. As a result, Delta
must make sure that enough gas is in storage on a given day to provide the capability, coupled with
the daily gas purchases, to serve firm customers under design winter conditions for the remainder
of the season and have adequate capacity to meet firm requirements on an extremely cold day late
in the season. The elimination of the interruptible rate would place Delta at risk of losing the
capability of meeting the human needs requirements on the system, which is not acceptable.

In summary, Delta’s Cost of Service Study was prepared utilizing methodology approved
repeatedly by this Commission in the past and approved by the Commission in Delta’s last rate case.
The Attorney General’s Cost of Service Study was prepared using a methodology that conflicts with
past Commission practice. Delta’s rate design was nearly identical to the rate design approved by
this Commission for Delta in its last rate case. The only small changes in rate design relate to the
rates applicable to larger volume customers served under the General Service Rate Schedule which
both reflect cost causation and help Delta compete more effectively in those markets. The thrust of

the Attorney General’s approach to cost of service and rate design is contrary to cost causation and
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would have the added detriment of placing Delta at a disadvantage in a competitive environment.

The Attorney General’s approach should be rejected and Delta’s approach adopted in full.

CONCLUSION

Delta’s need for dramatic and immediate rate relief is manifest. Its earnings are dismal and
they must be higher so that Delta may pay its dividends, restore its retained earnings, place equity
securities in the marketplace and correct its upside down capital structure. Thus, Delta’s rates must
be increased to the level that it may have the opportunity to eam an adequate return. Delta’s Alt Reg
Plan and Weather Normalization Adjustment must be approved so that Delta will be assured that it
has the opportunity to earn an adequate return on a going forward basis. This process is nearing the
end of its tenth month. Delta needs the entry of an order as promptly as possible and, to make the
implementation of the new rates proceed more smoothly, the new rates should be effective for final
meter reads on and after the date of the order. For all of the foregoing reasons, Delta respectfully
requests that this Commission approve in full its proposed adjustment of rates and its new tariffs
effective for final meter reads on and after the date of the order.

Respectfully submitted,

STOLL, KEENON & PARK, LLP

Nk A e

Robert M. Watt, II1

201 East Main Street, Suite 1000
Lexington, KY 40507
606-231-3000

Counsel for Delta Natural Gas Company, Inc.
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RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

1. Using Mr. Seelye’s data and the minimum intercept model, Commission Staff obtained
the following results:

Y=1.81+ 0.77X (no weighting)',
where Y= Unit cost ($/foot)
X = diameter of pipe (inches).

When Commission Staff used the square root of Q is used [sic] as the weight, it obtained
following results:

VO,Y, = 389.3 + 1.089(v0.X)
V0,Y, = -0.15885v0, + 1.296(vQ,X)

In his direct testimony, Dr.. Estomin obtained the predicted equation of ¥ = 1.89 + 156X,
See Direct Testimony of Steven L. Estomin at 6.

a. Describe in detail how Dr. Estomin obtained his results. Show each step of the
calculations and state all assumptions used.

b. Describe all transformations (e.g., scaling of data or conversions from feet to
inches and vice versa) performed to obtain Dr. Estomin’s results.

c. What observations, if any, were deleted? Why?

d. Why is Sw? (Y — (a, + ,*X)))? estimated instead of Lw, (Y — (a, + §,*X)))*? (See
Direct Testimony of Steven L. Estomin at 5.)

e. Dr. Estomin states that this regression results in predicted equation that is given
by Y = 1.891 + 1.562*X, What customer-related charge does this predicted
equation yield?

! This result yields a Minimum intercept cost of $11,726,829.




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF
CASE NO. 99-176
DELTA NATURAL GAS COMPANY

Question 1 (cont’d.)
f. According to Kmenta?, a weighted least squares equation such as Jw,Y, = aXw, +

B*X, Zw,“can only be estimated if Xw; is known and the intercept of the
regression equation is zero.” Given this proposition, how did Dr. Estomin obtain
the intercept equal to 1.891 in the equation shown in Question 1(e)?

Response

l.a.  To obtain the results shown in Estomin’s Direct Testimony at p. 6 (i.e., ¥, = 1.89 + 1.56

X)), the following steps were used:

1. Mr. Seelye’s data series for feet of pipe (by type of pipe and diameter) were
normalized, that is, each observation was divided by the mean of the series to

form a new series w, where

w, = feet/(mean of feet)

2. These eleven data points representing the normalized weights, w,, were then

multiplied by Mr. Seelye’s unit cost series (Y), the series of average costs per foot

of pipe of various diameters and type (X;) and the constant term (a vector of ones).

2 Jan Kmenta, Elements of Econometrics 257 (MacMillan Publishing Co. 1971) (emphasis
added).




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

Response 1 (cont’d.)

3. A linear regression was then run whereby the w, Y, were regressed on w; and wi X,.

Employing steps 1-3 yielded the subject equation. No assumptions other than the

standard assumptions associated with ordinary least squares regression were relied upon.

1.b.  No transformations of the data other than those described in the response to Question 1.a.

were relied upon.

1.c.  No observations were deleted.

1.d.  The regression algorithm operates by minimizing the sum of squared residuals. In an

unweight regression, the expansion minimized is:

Te = 2(Y, - X}’

For a weighted regression, what is minimized is:

Zwizeiz = ZWiZ(Yi - ,BXI)Z




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

~ Response 1 (cont’d.)

l.e.

1.f.

The above expression is consistent with the following estimation equation:
w,Y; = B wiXi

Where the X, matrix include a column of ones to represent the constant term.
If the equation estimated is:

WY, =B WX
then the expression minimized would be:

Lfie? = SAZ (1, X’
or, alternatively expressed

Swel = Zw, (Y, -BX)?
The $1.89/foot estimate corresponds to Mr. Seelye’s $3.14/foot estimate. The customer-
related charge suggested by this equation would therefore be approximately 39.8 percent

Jower than that suggested by the Company.

As seen from Kmenta, as well as my response to part (a) of this question, the equatipn
estimated using weighted least squares does not technically contain a constant term since
the constant term from the unweighted regression (a vector of ones) is multiplied by the
vector of weights to obtain a second explanatory variable, i.e., the weights. The estimated

parameter on the weights variable was taken as the zero intercept.




Question 1.A.

Mr. Seelye's Data

Transformed Data

(1) @ @3) @) (5) (6) @)

(2) / Mean_Feet (3)* (4) (1) *(4) 4)
# of Obs. Size Feet Cost_ft Scaled_wt Cost_ft2 Size2 Constant2
1 1.50 442766 5.03896 0.751735 3.787964 1.127603 0.751735
2 2.00 3,625,826 5.01638 6.155986 30.880766 12.311972 6.155986
3 3.00 56,307 2.38983 0.095599 0.228465 0.286797 0.095599
4 4.00 1,077,977 9.20162 1.830207 16.840868 7.320827 1.830207
5 6.00 51,168 8.27142 0.086874 0.718570 0.521243 0.086874
6 1.50 108,137 1.44549 0.183597 0.265387 0.275395 0.183597
7 2.00 429,630 1.32747 0.729433 0.968300 1.458866 0.729433
8 3.00 73,925 1.28091 0.125511 0.160768 0.376533 0.125511
9 4.00 259,512 5.38478 0.440604 2.372554 1.762415 0.440604
10 6.00 273,679 572755 0.464657 2.661344 2.787940 0.464657
11 8.00 79,984 6.43705 0.135798 0.874139 1.086385 0.135798

Sum 6,478,911

Mean 588,992 Microsoft Excel Spreadsheet




Question 1a: Imported Transformed Data in E-Views

obs COST_FT2 SIZE2 CONSTANT2
1 3.787964 1.127603 0.751735
2 30.88077 12.31197 6.155986
3 0.228465 0.286797 0.095599
4 16.84087 7.320827 1.830207
5 0.718570 0.521243 0.086874
6 0.265387 0.275395 0.183597
7 0.968300 1.458866 0.729433
8 0.160768 0.376533 0.125511
9 2.372554 1.762415 0.440604
10 2.661344 2.787940 0.464657
11 0.874139 1.086385 0.135798




Question 1a: Output for Transformed Cost_ft on Size

Dependent Variable: COST_FT2
Method: Least Squares

Date: 11/11/99 Time: 16:03
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

CONSTANT2 1.890932 0.849174 2.226790 0.0530
SIZE2 1.561923 0.373687  4.179767 0.0024
R-squared 0.977103 Mean dependent var 5.432648
Adjusted R-squared 0.974559 S.D. dependent var 9.705736
S.E. of regression 1.548084 Akaike info criterion 3.874879
Sum squared resid 21.56907 Schwarz criterion 3.947223
Log likelihood -19.31183  Durbin-Watson stat 1.120536
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RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

2. Provide the results of the following tests for Heteroskedasticity:
a. Glesjer Test

b. Goldfeld — Quandt Test

c. White’s Test

Response

2.a. Glejser Test for Heteroskedasticity (9 Tests)

1. The test statistic obtained from computing the linear regressions of the absolute
values of the residuals on pipe size (ii.), square root of pipe size (ii.), reciprocal of
pipe size (iii), square root of the reciprocal of pipe size (iv.), and the square root

of (c(1)+c(2)*size) (v.) are as follows, respectively.

i. -0.561206
ii. -0.476168
iii.  0.176439
iv.  0.273259
v. -0.632828

For a 5 percent level of significance and 9 df, the critical value is 2.262. We
accept the null hypothesis that the slope coefficient equals zero for all tests, hence

homoskedasticity can be assumed.
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RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

Response 2 (cont’d.)
2. The test static obtained from computing the linear regressions of the absolute
values of the residuals on the number of feet (i.), square root of the number of feet
(ii.), reciprocal of the number of feet (iii.), and square root of the reciprocal of the

number of feet (iv.) are as follows, respectively.

i. 0.353781
ii.  0.587887
iii.  -0.216771
iv.  -0.427791

For a 5 percent level of significance and 9 df, the critical value is 2.262. We
accept the null hypothesis that the slope coefficient equals zero for all tests, hence

homoskedasticity can be assumed.

2.b.  Goldfeld-Quandt Test of Heteroskedasticity

The critical F value for 3 numeration and 3 denominator df at 5 percent level is 19.2.
Since the estimated F value of 0.7916 does not exceed the critical value, we cannot

conclude that there is heteroskedasticity in the error variance.




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF
CASE NO. 99-176
DELTA NATURAL GAS COMPANY

Response 2 (cont’d.)

2.c.

White’s Heteroskedasticity Test

The test statistic (observations times R-squared) equals 1.245926. Asymptotically, it has
a Chi-square distribution with 2 degrees of freedom (df). The 5 percent critical Chi-
square value for 2 df is 5.99147; the 10 percent critical value is 4.60517. Since our test
statistic does not exceed the critical Chi-square values, no evidence of heteroskedasticity

exists.

In addition to the three tests noted, a Park Test was also performed. For the Park Test, the
t-statistic is -0.752141. For a 5 percent level of significance and 9 df, the critical t-value
is 2.262. The null hypothesis that the slope coefficient equals zero is not rejected.

Hence, we may accept the assumption of homoskedasticity. The test output results for all

tests performed are attached.




Question 2a: Glejser Test on Size

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:15
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

C 2.214018 0.667019 3.319275 0.0090

SIZE -0.088120 0.157020 -0.561206 0.5884
R-squared 0.033811 Mean dependent var 1.885569
Adjusted R-squared -0.073543 S.D. dependent var 1.024274
S.E. of regression 1.061270 Akaike info criterion 3.119775
Sum squared resid 10.13664 Schwarz criterion 3.192119
Log likelihood -15.15876 F-statistic 0.314952
Durbin-Watson stat 2.016527 Prob(F-statistic) 0.588356




Question 2a: Glejser Test on Sq Root of Size

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:28
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

C 2.439517 1206955  2.021216 0.0740
SIZE_SQRT -0.297684 0.625166 -0.476168 0.6453
R-squared 0.024574 Mean dependent var 1.885569
Adjusted R-squared -0.083807 S.D. dependent var 1.024274
S.E. of regression 1.066331 Akaike info criterion 3.129290
Sum squared resid 10.23355 Schwarz criterion 3.201635
Log likelihood -15.21110 F-statistic 0.226736
Durbin-Watson stat 1.998289 Prob(F-statistic) 0.645301
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Question 2a: Glejser Test on Reciprocal of Size

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:31
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

C 1.774978 0.706033  2.514016 0.0331
SIZE_RECIP 0.307327 1.741836 0.176439 0.8639
R-squared 0.003447 Mean dependent var 1.885569
Adjusted R-squared -0.107281 S.D. dependent var 1.024274
S.E. of regression 1.077817 Akaike info criterion 3.150718
Sum squared resid 10.45520 Schwarz criterion 3.223063
Log likelihood -15.32895 F-statistic 0.031131
Durbin-Watson stat 1.946844 Prob(F-statistic) 0.863856




Question 2a: Glejser Test on Sq. Rt. of Recip. of Size'

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:32
Sample: 1 11

Included observations: 11

Variable Coefficient ~ Std. Error  t-Statistic Prob.

C 1.556345 1.247659 1.247412 0.2437
SIZE_RECIP_SQRT 0.568344  2.079869  0.273259 0.7908
R-squared 0.008228 Mean dependent var 1.885569
Adjusted R-squared -0.101968 S.D. dependent var 1.024274
S.E. of regression 1.075228 Akaike info criterion 3.145908
Sum squared resid 10.40504 Schwarz criterion 3.218253
Log likelihood -15.30250 F-statistic 0.074671
Durbin-Watson stat 1.961620 Prob(F-statistic) 0.790821
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Question 2a: Glejser Test on (c1+c2*Size)"0.5

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:35

Sample: 1 11

Included observations: 11

Convergence achieved after 4 iterations
ABS_RESID=(C(1)+ C(2)*SIZE)*0.5

Coefficient  Std. Error t-Statistic Prob.
C(1) 4859800  2.555125 1.901981 0.0896
C(2) -0.340632 0.538270 -0.632828 0.5426
R-squared 0.036488 Mean dependent var 1.885569
Adjusted R-squared -0.070569 S.D. dependent var 1.024274
S.E. of regression 1.059799 Akaike info criterion 3.117001
Sum squared resid 10.10856 Schwarz criterion 3.189345
Log likelihood -15.14350 Durbin-Watson stat 2.025406
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Question 2a: Glejser Test on Feet

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 13:48
Sample: 1 11

Included observations: 11

Variable Coefficient Std. Error t-Statistic

Prob.

C 1.818340  0.375009  4.848788 0.0009

FEET 1.14E-07 3.23E-07 0.353781 0.7316
R-squared 0.013716 Mean dependent var 1.885569
Adjusted R-squared -0.095871 S.D. dependent var 1.024274
S.E. of regression 1.072249 Akaike info criterion 3.140360
Sum squared resid 10.34747 Schwarz criterion 3.212705
Log likelihood -15.27198 F-statistic 0.125161
Durbin-Watson stat 1.920689 Prob(F-statistic) 0.731649
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Question 2a: Glejser Test on Sq Root of Feet

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time; 13:56
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

C 1.646093 0.517677 3.179771 0.0112
FEET_SQRT 0.000397 0.000675 0.587887 0.5711
R-squared 0.036981 Mean dependent var 1.885569
Adjusted R-squared -0.070021 S.D. dependent var 1.024274
S.E. of regression 1.059527 Akaike info criterion 3.116489
Sum squared resid 10.10339 Schwarz criterion 3.188833
Log likelihood -15.14069 F-statistic 0.345611
Durbin-Watson stat 1.895663 Prob(F-statistic) 0.571063




Question 2a: Glejser Test on Reciprocal of Feet

Dependent Variable: ABS_RESID

Method: Least Squares

Date: 10/26/99 Time: 13:58

Sample: 1 11
included observations: 11
Variable Coefficient  Std. Error t-Statistic Prob.
C 1.967783 0.499264 3.941369 0.0034
FEET_RECIP -10530.69  48579.79  -0.216771 0.8332
R-squared 0.005194 Mean dependent var 1.885569
Adjusted R-squared -0.105340 S.D. dependent var 1.024274
S.E. of regression 1.076872 Akaike info criterion 3.148963
Sum squared resid 10.43688 Schwarz criterion 3.221308
Log likelihood -15.31930 F-statistic 0.046990
Durbin-Watson stat 1.852923 Prob(F-statistic) 0.833221
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Question 2a: Glejser Test on Sq. Rt. of Recip. of Feet

Dependent Variable: ABS_RESID
Method: Least Squares

Date: 10/26/99 Time: 14:05
Sample: 1 11

Included observations: 11

Variable Coefficient  Std. Error t-Statistic Prob.

c 2.151265 0.699722 3.074455 0.0133
FEET_RECIP_SQRT -107.1307  250.4279 -0.427791 0.6789
R-squared 0.019929 Mean dependent var 1.885569
Adjusted R-squared -0.088968 S.D. dependent var 1.024274
S.E. of regression 1.068867 Akaike info criterion 3.134041
Sum squared resid 10.28229 Schwarz criterion 3.206386
Log likelihood -15.23723 F-statistic 0.183005
Durbin-Watson stat 1.825172 Prob(F-statistic) 0.678857
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Question 2b: Goldfeld-Quandt Test (1)

Dependent Variable: COST1
Method: Least Squares
Date: 10/26/99 Time: 15:15
Sample: 15 _

Included observations: 5

Variable Coefficient ~ Std. Error  t-Statistic ~ Prob.

C 4.180153 3.567018 1.171890 0.3258

SIZE1 -0.568263 1720169  -0.330353 0.7629
R-squared 0.035101 Mean dependent var 3.043626
Adjusted R-squared -0.286532 S.D. dependent var 1.857404
S.E. of regression 2.106768 Akaike info criterion 4.617361
Sum squared resid 13.31541 Schwarz criterion 4461136
Log likelihood - -9.543403 F-statistic 0.109133
Durbin-Watson stat 3.307537 Prob(F-statistic) 0.762859
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Question 2b: Goldfeld-Quandt Test (2)

Dependent Variable: COST2
Method: Least Squares
Date: 10/26/99 Time: 15:17
Sample: 15

Included observations: 5

Variable Coefficient ~ Std. Error  t-Statistic Prob.

C 8.149350 3.246599 2.510119 0.0869

SIZE2 -0.204440 0.560091 -0.365012 0.7393
R-squared 0.042523 Mean dependent var 7.004484
Adjusted R-squared -0.276636 S.D. dependent var 1.658954
S.E. of regression 1.874425 Akaike info criterion 4.383655
Sum squared resid 10.54040 Schwarz criterion 4.227430
Log likelihood -8.959137 F-statistic 0.133234
Durbin-Watson stat 3.145115 Prob(F-statistic) 0.739317




Question 2c: White's Test

White Heteroskedasticity Test:

F-statistic 0.510935 Probability 0.618263
Obs*R-squared 1.245926 Probability 0.536353
Test Equation:
Dependent Variable: RESID?2
Method: Least Squares
Date: 11/15/99 Time: 12:35
Sample: 1 11
Included observations: 11
Variable Coefficient  Std. Error t-Statistic Prob.
C -0.883182 7.289950 -0.121151 0.9066
SIZE 3.423729 3.858273 0.887374 0.4008
SIZE*2 -0.408350 0.421807  -0.968097 0.3613
R-squared 0.113266 Mean dependent var 4509132
Adjusted R-squared -0.108418 S.D. dependent var 5.103558
S.E. of regression 5.373098 Akaike info criterion 6.427687
Sum squared resid 230.9615 Schwarz criterion 6.536204
Log likelihood -32.35228 F-statistic 0.510935
Durbin-Watson stat 2.368809 Prob(F-statistic) 0.618263




Question 2*: Park Test

Dependent Variable: LN_RESID_SQ
Method: Least Squares

Date: 10/26/99 Time: 11:54
Sample: 1 11

included observations: 11

Variable Coefficient  Std. Error  t-Statistic Prob.
Cc 1.565451 0.857501 1.825597  0.1012
LN_SIZE -0.500147 0.664965 -0.752141 0.4712 |
R-squared 0.059140 Mean dependent var 0.982098
Adjusted R-squared -0.045400 S.D. dependent var 1.186391
S.E. of regression 1.213023 Akaike info criterion 3.387075
Sum squared resid 13.24283 Schwarz criterion 3.459419
Log likelihood -16.62891 F-statistic 0.565716
Durbin-Watson stat 1.799849 Prob(F-statistic) 0.471179




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF
CASE NO. 99-176
DELTA NATURAL GAS COMPANY

3. Refer to Direct Testimony of Steven L. Estomin, Exhibit 1.
a. What are the equations that produced the negative r-square values found on pages
1,2,4,and 5?
b. What is the purpose for including unweighted statistics in the Exhibit?
Response
3.a. The unweighted summary of statistics shown on pages 1, 2, 4 and 5 of Exhibit SLE-1 are

based on the residuals computed from the original data, i.e., the weighted least squares

coefficient applied to the unweighted data, such that

v, = Yl —)Bwls)(i

Negative r-square values are possible due to a computational anomoly in the algorithm

that often becomes apparent when the true r-square approaches zero.

b. The unweighted statistics are not relied upon in any sense for this analysis and
were included inadvertently as part of the standard output reporting of the

statistical package used.




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF

CASE NO. 99-176
DELTA NATURAL GAS COMPANY

4. Perform and submit the results that are obtained when the minimum system method is
used to allocate demand and customer charges.

Response

4. The minimum system method, as I understand it, requires engineering expertise to permit
the exercise of subjective evaluation of minimum system requirements. Exeter is not
qualified to develop an estimate of minimum system costs based on the minimum system

method.




RESPONSE TO INTERROGATORIES FROM
THE KENTUCKY PUBLIC UTILITY COMMISSION STAFF
CASE NO. 99-176
DELTA NATURAL GAS COMPANY

5.
a. What is the computed Durbin-Watson statistic? (if the Durbin-Watson statistic
has not be calculated, then calculate and submit.)
b.
i. What other tests for serial correlation, if any, were performed?
ii. Provide the results of each test performed.
iii. If no other tests were performed, why not?
Response

5.a.  or the equations appearing in Exhibit___ SLE-1, pages 1, 2, and 3, the Durbin-Watson
(D-W) statistics appear in the “Statistics” sections. These are summarized in the table

below:

Exhibit__ SLE-1

Page No. Equation Description D-W Statistics
1 Replication of Company’s 1.346
Estimation Output
2 Estimation Output with Feet 1.121
as the Weighting Series
3 Unweighted Estimation 1.608
Output
5.b.1. None
5b.2. N/A

5.b.3 While the data underlying the analysis represent costs recorded over numerous years,
there is no time dimension to the data series, that is, the data used in the regressions are
treated as cross-sectional rather than as time-series data. Consequently, the issue of serial

correlation does not apply.
2783/sle/datareq/responses.wpd
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Delta Natawral Gas Compamny, Ao
3617 Lexington Road
Winchester, Kentucky 40391-9797

Phone: 606-744-6171
Fax: 606-744-3623

N2 e
November 12{@&9@ AT~

IRAND
NOV 1 2 1995

Pty
SLID ey,
Hon. Helen Helton o BiiViCcE

Executive Director i)
Public Service Commission

P. O. Box 615

Frankfort, KY 40602

Re:  Delta Natural Gas Company, Inc.
Case No. 99-176

Dear Ms. Helton:

We deliver herewith for filing the original and ten (10) copies of the attached
response to Staff Data Request made during the hearing held in the above styled action
on October 28-29, 1999. We would appreciate your replacing the response with the other
papers in the case. Thank you for your kind assistance.

Sincerely,

John F. Hall
Vice President — Finance
Secretary and Treasurer

/dlk

enclosure

c Honorable Elizabeth E. Blackford (w/encl.)
Honorable Robert M. Watt ITI (w/encl.)




® ®

. Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
Response of Glenn Jennings
Staff Hearing Data Request

1. A set of performance comparisons for the last three years.
Answer:
See Attached.
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Exhibit 3
P
DELTA NATURAL GAS COMPANY age L of 3
- CUSTOMER SERVICE CARDS
Customer Responses Received: Service Requests:
Turn on 576  CO,check 5
Owingsville 9 Reconnect 122 Ck.'furnace 4
Berea 48 Set meters 86 Ck.afterrepairs 2
Nicholasville/Wilmore 710 | lstsetumon 41  Ck.dryer 2
Stanton 18 Rotation 64  Meter hit by truck 2
New Service - 38  Shutoff
London 15 .
Williamsb Relight 25  Check meter 2
amsburg 89 | Checkfleak 23  Misc 2
Barbourville 26 : : - s
: .. Light pilots 20  Adj.pilots 1
Middlesboro/Pineville 69 Reset/tutmnon 14  Ck.boiler unit 1
Corbin 86 Checkpiping 6 Brokenydline 1
Manchester 4 Ck.water heater 5  Billingdateinqy. 1
Highbil 5 Notindicated 24
Total 1074 Total - 1074
Timely Response To Request Yes.....1045 No.....8  Not indicated.....21
Service Satisfactory Yes.....1057 No.....1 Not indicated.....16
Courteous/Professional Service Rendered  Yes.....1058 No.....1 Not indicated.....15

Comments/Suggestions:

® & o 6 5 6 5 & o 6 &6 & o 4 o 6 8 & 0

Excellent/great/good/courteous/professional/satisfactory/very helpful/prompt service, etc.  (96)

Reduce rates.  (6)

Send bills on the 1st-5th of the month.  (5)

Cut deposit into 2 or 3 monthly payments.  (2)

Pay your people more money. They do a good job. .

Issue requirements for new service installation. Inform customers what must be ready prior to permanent service. .

I belive 48 hours to get service turned on is ridiculous!!

Manpower seems to be a problem.

Keep up the good work - a very special thanks to Norma Duncan!!

The drive-thru is too little. The rates are too high...should be put back on the rent.

Please give more time or notice before discontinuance...we work too!

Serve more rural homes. (Corbin)

I do not get my social security check until 3rd of month, can't pay until 4th.

Lower prices and higher dividend on stock! Duh!

Probably just hire a few more people. .

Extend daily hours to 5 p.m. and have Saturday a.m. hours.

Bobby Spurlock is a very fine, courteous employee.

Discount for paying bill on time each month would be nice.

Please change budget requirements. I have been on budget for 8 years. Now that I am moving, I have to waita
year to get back on. Very disappointing.

Thank you for being so prompt. (Nicholasville)

It was so good, the only thing I can think of is a month’s feee gas! (Nicholasville)

Bill us for reconnect fee instead of making us come to your office to pay first.

1 was very happy with the work done in my yard and on the street. Your men were very professional and treated
my property with respect. Everyone was very helpful. .

After 25 years as a customer, I had to pay $95 security deposit. Working out of town - got hurt on the job.

I was grateful for the quick response. My problem was with gas logs. They also checked furnace while here!.
However, they both left muddy boot prints on my parquet/ kitchen and a couple of throw rugs. Whatever

ed to taking muddy shoes off at the fornt door?

My gas bill has tripled and that’s not good.

More help. (Nicholasville)

New heaters -- and representative didn't know how to turn them on.

This service is for heating a church and we pay $20/month whether gas used or not. I feel that the $40 reconnect fee is very
excessive. (2)

Free natural gas.

cc: Glenn, Bob H., Johnny C., Audit File scerdrpt-waller
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‘ ‘ Exhibit 3

Page 3 of 3
WINCHESTER # 7 First Quarter

. l1-Damage to sewer line
1-Construction complaint

2-Rate increase & billing period
2-Can't understand bill
2-Billing cycle
1-Auto. Bank draft problem
1-Deposit refunded question
1-Customer charge question

Second Quarter
1-Deposit refund

Third Quarter

1-Final Notice.& payment crossed in mail
1-Problem with Auto Bank draft & I.N.S.
1-Ninal Notice

1-Question new budget amount

1-No incentive offered

1-Question about minimum bill

Fourth Quarter
. 1-Refused turn on (was off under another name for non-payment)

2-Wanted turn-on today .
1-Wanted service (old .bill outstanding under x-husband's name)

1-Wanted service no deposit (has several Final ‘Notices)
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Exhibit 5
DELTA NATURAL GAS CO., INC.
SALES AND TRANSPORTATION VOLUMES
DECEMBER 31, 1998
MONTH YEAR TO DATE YEAR ENDED
This Year Over This Year Over
(Under)Budget ThisYear  LastYear | (Under)Budget  ThisYear  LastYear This Year Last Year
DEGREE DAYS BILLED - LEXINGTON AREA (275) 380 731 (419) 815 1337 3,878 4919
MCF'S: DELTA NATURAL i

RESIDENTIAL (104,762) 218,338 352,019 (305,262) 517,238 761,979 2,142,319 2,527 891

SMALL COMMERCIAL (31,696) 52,504 90,649 (85.523) 128217 90,649 §53,670 90,649

COMMERCIAL - OTHER (36,647) 72453 116,524 (94,945) 245,555 412,458 821,594 1,500,487

INDUSTRIAL (13,366) 17,434 29,880 (50,154) 56,946 102,821 184,674 289,138

TOTAL SOLD (186.471) 360,729 589,072 (535.883) 948,017 1,357,913 3,702257 4,408,165

OFF SYSTEM (52,676) 66,555 137,966 (64.206) 643,488 728 544 1,404,114 1,372,205

ON SYSTEM (27.668) 406,232 331,680 (246,106) 2236294 1800242 3,903,096 3,294,047

TOTAL TRANSPORTED - (80,344) 472,787 469,646 (310312)  2879,782 2528786 5307207 . 4666252

TOTAL DELTA NATURAL (266,815) 833516 1,058,718 (846,195) 3,827,799 3886699 9,009,464 - 9,074,417

Month Yearto Date ———Year Ended
This Year Over This Year Over
{Under) Budget _ This Year _ {astYear (Under)Budget ThisYear _ {astYear _ ThisYear _ {asiYear
DEGREE DAYS BILLED - LEXINGTON AREA (146) 728 734 (294) 1,491 1,285 5073 5,194
MCF'S: DELTA NATURAL
RESIDENTIAL : (22,681) 352,619 321,758 (67,721) 751879 688,106 2527891  2,7G4.765
COMMERCIAL (34.527) 207,173 191,879 (96,493) 503,107 468382 1,591,136 1673334
INDUSTRIAL {920y 29880 . 27854 . 13427 . 102827 _ 91803 _ 289138 __ 282555
TOTAL SOLD (58.128) 589072 . 541491 ___ (150787) 1357913 _ 1248291 _ 4408965 _ 4.660.654 .

OFF SYSTEM 52,766 137,966 76,884 104,744 728,544 §61924 1372205 1,051,350
ON SYSTEM 78880 _ 331680 _ 249278 _ 429642 _ 1800242 _ 1369080 _ 3234047 _ 2713981

TOTALTRANSPORTED  ____ 131646 _ 469646 _ 326162 _ 534386 _ 2528786 _ 1931004 _ 4666252 _ 3765331
TOTALDELTANATURAL ____ 73518 1058718 _ 867653 _ 383509 _ 3886693 _ 3179295 _ 9074417 _ 8426985 .

DECEMBER 31, 1996

Month Year to Date YearEnded ——
This Year Over This Year Over

DEGREE DAYS BILLED - LEXINGTON AREA (144) 734 767 {501) 1,285 1,371 5,194 4,668
MCF'S: DELTA NATURAL

© RESIDENTIAL - (120,042) 321,758 . 345,708 T (245.794) 388,106 724151 2704765 2345255

COMMERCIAL 46.621) 191,879 201,940 (60,918} 468,382 468,054 1673334 1,427,004

{NDUSTRIAL (2.946) 27.854 35.360 2403 91803 ___ 99607 __ 282555 248 401

TOTAL SOLD —(169609) 541491 __ 583008 ___ (304309) 1248291 _ 1291812 _ 4660664 _ 4020660

OFF SYSTEM - (43.916) 76884 | 84325 (255.876) 561,924 644882 1051350 1283917

ON SYSTEM — 31678 240278 _ 226658 _ 183380 . 1369080 _ 1226199 _ 2713981 _ 2491806

TOTALTRANSPORTED  _____(6.238) 326162 _ 309983 _  (72496) _ 1931004 _ 1870081 _ 3765331 _ 3775723
TOTALOELTANATURAL  __(175847) _ 867653 892991 . (376805) . 3.179205 _ 3161893 _ 68425985 . 7.796.303 -




DELTA NATURAL GAS COMPANY, INC.

Exhibit 6
Page 1 of 2

COMPARISON OF ESTIMATED PEAK DAY MCF REQUIREMENTS

TO ACTUAL USAGE
FOR THE FISCAL YEARS ENDED JUNE 30

1997 1998
ESTIMATED REQUIREMENTS 62,917 71,247
REVISED REQUIREMENTS 60,399 52,367
ACTUAL USAGE 58,559 50,143

% DIFFERENCE 3.0% 4.2%

1999
78,908

60,551
61,101

9%
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Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
Response of John Hall
Staff Hearing Data Request

1. The date the cash surrender value of life insurance was no longer part of the
capital structure.
Answer:

Dividends from the life insurance policies are more than the annual premiums.
$252, 558 was paid up in April of 1984. The balance was paid up in August 1998.




\ Commonwealth of Kentucky
‘ Before the Public Service Commission
Case No. 99-176
Response of John Hall
Staff Hearing Data Request

2. Whether or not the deferred gas cost is in short term debt.

Answer:

Delta uses its short-term debt to pay its gas costs.




Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
Response of John Hall
Staff Hearing Data Request

3. Calculations to show that Delta would be short changed by the application of rate
of return times rate base rather than times capital structure per Mr. Henkes
testimony. ‘

Answer:

See Attached.




JH Question 3

INCOME STATEMENT:

PER AG TESTIMONY SEPT 23,1999

H
Net Operating Revenues
Operating Expenses
Gas Purchased
Operations & Maintenance
Depreciation
Other Taxes
Income Taxes

Total

Operating Income

Interest on Debt

Total Debt Expense

Net Income

m%t.i

R eturn o6h mw:.lw

Adjusted
Test Period

20,794,664

8,402,041
3,550,142
1,116,904
1,424,215

2,432,713

Increase
Required

(193,819)

(77,238)

(116,581)

Adjusted
For Increase

20,600,845

8,402,041
3,550,142
1,116,904
1,346,977

2,316,132

22,867,526

10.12 %

s —————
a—————




. ® ’ JH QUESTION 3

. PER AG TESTIMONY SEPT 23,1999 Adjusted Increase Adjusted
Test Period Required For Increase
Net Operating Revenues 20,794,664 (136,912) 20,657,752
Operating Expenses
Gas Purchaged 0 0
Operations & Maintenance 8,402,041 8,402,041
Depreciation 3,550,142 3,550,142
Other Taxes 1,116,904 1,116,904
Income Taxes 1,458,445 (54,560) 1,403,885
Total 14,527,532 (54,560) 14,472,971
Operating Income 6,267,132 (82,351) 6,184,781
4] 0
Interest on Debt 3,781,871 3,781,871
Amort of Debt Expense ¥ 0
Total Debt Expense 3,781,871 3,781,871 N
Net Income 2,485,261 (82,351) 2,402,910

E7u/+7 22,86752¢
Return on E7a//7 /0.5 72




Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
‘ Response of John Hall
Staff Hearing Data Request

4. The Staff requested evidence to support the current rate on Delta’s short term
debt.

Answer:
See Attached.
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Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

. Commonwealth of Kentucky
|

1. 2000 Hand & Associates Actuary Report.

Answer:

See Attached
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Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

’ Commonwealth of Kentucky

2. The expense level for Fees-Training Schools during 1999 to date.
Answer:
See Attached.




' .

‘ Fees-Training Schools January 1999 thru October 1999

ACCOUNT 1.880.04 AMOUNT
1/31/99 1,710.00
2/28/99 904.66
3/31/99 7,523.19
4/30/99 1,325.48
5/31/99 191.00
6/30/99 2,5637.34
7/31/99 8,135.00
8/31/99 4,541.95
9/30/99 1,120.00

10/31/99 2,796.00 (1)

TOTAL FEES TRAINING SCHOOLS 30,784.62

(1) As of 11/4/99 month of October not closed - all expenses may not be included




‘ .

Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

. Commonwealth of Kentucky

3. The expense level for Small Tools during 1999 to date.

Answer:

See Attached.




Small Tools January 1999 thru October 1999

ACCOUNT 1.900.03 AMOUNT
1/31/99 4,481.23
2/28/99 7,364.97
3/31/99 7,668.28
4/30/99 4,664.14
5/31/99 3,953.75
6/30/99 6,504.60
7/31/99 2,374.09
8/31/99 6,318.63
9/30/99 6,872.43

10/31/99 3,586.04 (1)

TOTAL SMALL TOOLS 53,788.16

(1) As of 11/4/99 month of October not closed - all expenses may not be included




Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

. Commonwealth of Kentucky

4. 1999 and 2000 expenses to Hand & Associates, American Industry Trust Co. and
Pension Benefit Guaranty Corporation.

Answer:

See Attached. -




Hand and Associates

July 1998 - June 1999

Pension
inv. No. 117037 6,079.80
117154 3,467.80
117462 372.80
117565 270.90
117620 3,374.70
117692 358.10
117804 5,146.60
19,070.70

July 1999 - June 2000

Pension 0 to date

American Industries

July 1998 - June 1999

Inv. No. 982050004 21,007.52 (Trustee's Fee)
Pian Year Ended 615,921.00 Contributions
03/31/99 78,888.50 Death Benefit Reserve

July 1999 - June 2000

Inv. No. 991970006  22,328.58 (Trustee's Fee)

Est. Plan Year Ended 740,908.00 Contributions
03/31/00 82,077.40 Death Benefit Reserve

Pension Benefit Guaranty Corporation

July 1998 - June 1999

No expense

July 1999 - June 2000

Pension 3,420.00




Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

5. Verify if the amounts for the loan forgiveness for Glenn are included in the
schedule in the response to Item 23 of the September 14 Data Request.

~ Answer:

It is not included.




Commonwealth of Kentucky
Before the Public Service Commission
Case No. 99-176
Response of John Brown
Staff Hearing Data Request

6. Update on rate case expense broken down between Case no. 99-046 and 99-176,
with copies of invoices.

 Answer:

See Attached.
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P ®
B The Prime Group B

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered

Invoice date: June 4, 1999

e ,
To: Delta Natural Gas Company o0 % %640/
A
/”’—\

3617 Lexington Road /
R. R. #1, Box 30-A :
Winchester, Kentucky 40391

-

AN
Attn: Mr. John Hall / \
14.0 hours of consulting work by Steve Seelye @ $165.00/hr $2,310.00 //
during May in assisting with the development of an amendment /
to the experimental alternative regulatory mechanism and in writing _, //
testimony. e <
36.0 hours of consulting work by Steve Seelye @ $165.00/hr $5,940.00 "

during May in preparing a cost of service study to support the
rate case that Delta is preparing to file.

57.0 hours of consulting work by Randall Walker @ $140.00/hr $ 7,980.00 / 0.

during May in preparing pro forma adjustments, billing analysis and / ! >
determination of class load requirements to support the rate case that 4 7

Delta is preparing to file. \

36.5 hours of consulting work by Martin Blake @ $200.00/hr $ 7,300.00 \
“during May in preparing of cost of money testimony to support the

 rate case that Delta is preparing to file. /
t A

Total amount due for May SATD $23,530.00

Please remit to: The Prime Group /
P.O. Box 7469 Vel vonvmmsnnn ﬂ 73

Louisville, KY 40257-7469 %_ ! j

The Prime Group, LLC
6711 Fallen Leaf ® P. O. Box 7469 ® Louisville, KY & 40257-7469
Phone 502-425-7882 FAX 502-326-9894




B The Prime Group B

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: July 6, 1999

To: Delta Natural Gas Company
3617 Lexington Road
R.R. #1, Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

49.0 hours of consulting work by Steve Seelye @ $165.00/hr
during June in answering data requests regarding the experimental
alternative regulatory mechanism.

52.0 hours of consulting work by Randall Walker @ $140.00/hr
during June in answering data requests regarding the experimental
alternative regulatory mechanism.

Expenses for Alternative Regulatory Mechanism
June 15 meeting in Winchester, KY 193 @ $0.325

Total for Alternative Regulatory Mechanism

35.5 hours of consulting work by Martin Blake @ $200.00/hr
during June in preparing of cost of money testimony to support the
rate case filing.

56.0 hours of consulting work by Steve Seelye @ $165.00/hr
during June in writing testimony to support the rate case filing and
in finalizing the cost of service study.

57.0 hours of consulting work by Randall Walker @ $140.00/hr
during June in writing testimony to support the rate case filing and in
developing the rate design for the filing.

Expenses for Rate Case Preparation
June 21 meeting in Winchester, KY 193 @ $0.325

Total for Rate Case Preparation <] / ( / 47

Total amount due for June K T ‘() ﬂ&]

i /’

i
v

The Prime Group, LLC

al
.o

§ 8,085.00

$ 7,280.00

GJV
$ 6272 %

DI

$7,100.00

$9,240.00 @

$ 7,980.00

62.72

Gaassara DT7-176

Y

6711 Fallen Leaf ® P. Q. Box 7469 ® Louisville, KY @ 40257-7469

Phone 502-425-7882 FAX 502-326-9894




® B The Prime Group

Priority Marketing, Planning and Regulatory Support

INVOICE FOR SERVICES RENDERED

Date: August 15, 1999

Billed to: Delta Natural Gas Company, Inc.
Rural Route #1, Lexington Road

Winchester, KY 40391 =
Attn: Mr. John Hall e T “® .
28.0 hours of consulting service @ $165/hour for Steve Seelye -~/ 94,620.00 194
during July preparing responses to the second round of data requests A //M- "
. in the alternative regulation case N (‘_ Nl jl %7

19.0 hours of consulting service @ $145/hour for Randall Walker ~--$2,755.0
during July preparing responses to the second round of data requests

in the alternative regulation case

3.0'hours of consulting service @ $165/hour for Steve Seelye § 495.00 /fé >
during July working on the rate case e
“ Sl
2.0 hours of consulting service @ $145/hour for Randall Walker $ 290.00 ¢
during July working on the rate case —
Al Cnnls - F9.046
Qe Coae g9 17¢ $8,160.00
&
Please remit $ 8,160.00 to: The Prime Group, LLC
P.O. Box 7469 y
Louisville, KY 40257-7469 o /( Zﬁ?/‘f"i'éﬁj,
ey A
Va4

/ J

The Prime Group, LLC
6711 Fallen Leaf « P.O. Box 7469 ¢ Louisville, KY ¢ 40257-7469
Phone 502-425-7882 FAX 502-326-9894

S —————— T



v/ ® o
Ve B The Prime Group B

. Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: September 3, 1999
To: Delta Natural Gas Company
3617 Lexington Road
R.R. #1, Box 30-A
Winchester, Kentucky 40391

Attn; Mr. John Hall

3.0 hours of consulting work by Randail Walker @ $140.00/hr § 420.00
during August in reviewing the AG’s testimony in the alternative =
regulatory mechanism proceeding and preparing data requests for
the AG witness.

N

P at—

$ 420.00

Sub-Total for Alternative Regulatory Mechanism .

. 17.5 hours of consulting work by Martin Blake @ $200.00/hr $ 3,500.00
during August in answering data requests regarding the rate case filing.

24.0 hours of consulting work by Steve Seelye @ $165.00/hr $ 3,960.00

during August in answering data requests regarding the rate case filing.

22.0 hours of consulting work by Randall Walker @ $140.00/hr : $ 3,080.00

during August in answering data requests regarding the rate case filing.

Sub-Total for Rate Case Preparation $10,540.00

Total amount due for August S $10,960.00
e

Ners
W o s 2.

® 9/7(49
The Prime Group, LLC

6711 Fallen Leaf @ P. 0. Box 7469 ® Louisville, KY ® 40257-7469
Phone 502-425-7882 FAX 502-326-9894

B




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

May 21, 1999

DELTA NATURAL GAS.C

3617 LEXINGTON ROAD
WINCHESTER, KY,40391 REFERENCE: 91975
/ s 5522/105183
;

MATTER NAl\/ﬂ%Z Alternative Regulation Plan )
BEGINNING BALANCE $0.00
TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 858.00
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES

PER ATTACHED
'BALANCE DUE

5.00

/" $863.00

©

!
i




BILL DATE: May 21, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE IND
04/19/99 RMW
04/20/99 RMW
04/20/99  RMW
04/21/99 RMW
04/22/99 RMW
04/26/99 RMW
04/27/99  RMW
DATE

04/26/99

GRAND TOTAL:

DESCRIPTION OF SERVICE

Tel Hall, Seelye, Blackford; revise
and finalize Response to Motion to

Dismiss; send Response to PSC and
fax to Blackford, Seelye and Walker

Tel Wuetcher, Jennings office

Tel Hall and Jennings re Wuetcher
conversation and discussion of
options

Tel Jennings and Hall re Alt Reg
alternative courses of action

Tel Jennings re courses of action
Examine Alt reply; tel Hall

Tel Hall, Jennings; revise notice of
intent to file rate case

SUBTOTAL

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION
Telecopier Charges (Long Distance)

SUBTOTAL

HOURS RATE

2.00

0.40

0.40

0.40

0.40
0.60
1.00

5.20

165.00

165.00
165.00

165.00

165.00
165.00
165.00

AMOUNT

$330.00

66.00
66.00

66.00

66.00
99.00
165.00

$858.00

AMOUNT
5.00

5.00

$863.00




" R.M Watt 5.20 858.00




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

June 25, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD ‘
WINCHESTER, KY,40391

REFERENCE: 93335

/ 5522/105183
MATTER NM\/PE: Alternative Regulation Plan /
BEGINNING BALANCE $0.00
TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 2,211.00
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES ’ /// 53.36

PER ATTACHED
BALANCE DUE

$2,264.36

3




BILL DATE: June 25, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE

05/03/99

05/04/99

05/05/99

05/05/99

05/06/99
05/10/99

05/12/99 .

05/13/99
05/20/99

05/21/99

IND

DESCRIPTION OF SERVICE

Examine and revise Hall testimony;
examine Seelye testimony; tel
Jennings

Examine and revise Seelye
testimony; tel Seelye and Hall;
review file and prepare for meeting
with AG

Travel to Frankfort; meet with
Taylor, Hall, Jennings and then meet
with Attorney General; travel to
Lexington

Examine testimony; tel Seelye and
Hall

Tel Hall re testimony

Examine 5/7/99 Order; tel Hall,
Seelye; research and draft newspaper
notice

Tel Seelye, Jennings, Hall, Raff;
examine newspaper notice and send
to Wuetcher

Tel Seelye, PSC re newspaper notice

Conf Stephens; tel Hall, Hazelrigg;
examine messages re newspaper
notice

Examine testimony and letter to
Helton

SUBTOTAL

HOURS

2.00

3.00

3.00

1.00

0.20
1.50

1.00

0.50
0.80

0.40

13.40

RATE

165.00

165.00

165.00

165.00

165.00
165.00

165.00

165.00
165.00

165.00

AMOUNT

$330.00

495.00

495.00

165.00

33.00
247.50

165.00

82.50
132.00

66.00

$2,211.00




DATE

04/20/99
04/20/99
04/26/99
04/27/99
05/03/99
05/03/99
05/03/99
05/04/99
05/04/99
05/04/99
05/04/99
05/04/99
05/05/99
05/05/99
05/05/99
05/10/99
05/10/99
05/12/99
05/12/99
05/13/99
05/20/99
05/20/99
05/21/99
05/21/99
05/28/99

GRAND TOTAL:

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Duplicating Charges
Duplicating Charges
Telecopier Charges (Long Distance)
Duplicating Charges
Duplicating Charges
Duplicating Charges
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Duplicating Charges
Duplicating Charges
Travel Expense

SUBTOTAL

AMOUNT
0.30
6.00
2.70
1.50
0.40
0.10
6.00

- 1.20
7.70
0.30
2.10
1.20
0.30
3.60
1.80
3.90
2.70
1.50
2.40
0.60
1.80
240
0.50
0.50
1.86

53.36

$2,264.36




R. M Watt 13.40 2,211.00




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

July 14, 1999

DELTA NATURAL GAS COMPANY

3617 LEXINGTON ROAD
WINCHESTER, KY 40391 REFERENCE: 93977
5522/105183
MATTER NAME: Alternative Regulation Plan
| 7
BEGLNNU\GQ&LANCE $0.00
TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 3,184.50
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES 123.10
PER ATTACHED L
BALANCE DUE / $3,307.60




BILL DATE: July 14, 1999

DELTA NATURAL GAS COMPANY.
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE

06/01/99
06/07/99

06/08/99

06/10/99

06/11/99
06/14/99
06/15/99

06/16/99

06/17/99

06/18/99

06/23/99

06/24/99

06/25/99

IND

DESCRIPTION OF SERVICE

Tel Jennings re status

Tel Jennings, Hall, Slattery re
discovery requests and re complaint

Tel Hall; examine AG Complaint
and memo; research authorities cited
in Memo

Conf Jennings and conf call with
Peet and Hall re strategy for case,
appeal and rate case

Tel Jennings re status
Tel Hazelrigg re newspaper notices

Examine and revise Seelye
testimony; tel Jennings; tel Wuetcher

Tel Jennings, Hall; draft notice for
newspaper; research re certificate of
good standing

Tel Seelye; examine Responses to
Data Requests; letter to Helton

Arrange for filing Responses to Data
Requests; tel Hazelrigg and
Wouetcher re publication of notices

Examine newspaper notice; tel Hall,
Jennings, Hazelrigg, Wuetcher re
various rate case and Alt Reg issues

Tel Hazelrigg re testimony; research
re motion to dismiss AG appeal

Examine and revise Notice and
Statement, Blake testimony; tel Hall
with revisions

HOURS RATE

0.30
0.50

1.50
2.00

0.30
0.30
1.50

1.30

0.50

0.80
1.50

1.50

2.00

165.00
165.00

165.00

165.00

165.00
165.00
165.00

165.00

165.00

165.00

165.00

165.00

165.00

AMOUNT

$49.50
82.50

247.50

330.00

49.50
49.50
247.50

214.50

82.50

132.00

247.50

247.50

330.00




DATE IND

06/26/99 RMW

06/28/99 RMW

06/29/99 RMW

DATE

06/05/99
06/05/99
06/05/99
06/09/99
06/10/99
06/18/99
06/21/99
06/23/99
06/28/99
06/29/99
06/29/99
06/29/99
06/29/99

GRAND TOTAL:

DESCRIPTION OF SERVICE

Draft and revise motion to dismiss
appeal

Revise and file Motion to Dismiss
Appeal; research cases in Motion

Examine PSC answer to appeal

SUBTOTAL

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION

Telecopier Charges (Long Distance)
Telecopier Charges (Long Distance)
Telecopier Charges (Long Distance)
Duplicating Charges

Duplicating Charges

Duplicating Charges

Travel Expense

Duplicating Charges

Duplicating Charges

Duplicating Charges

Duplicating Charges

Duplicating Charges

Duplicating Charges

SUBTOTAL

HOURS RATE

3.50

1.50

0.30
19.30

165.00

165.00

165.00

AMOUNT

577.50

247.50

49.50

$3,184.50

AMOUNT
13.00
5.00
5.00
0.40
2.80
0.50
9.30
10.00
5.00
7.90
0.10
63.60
0.50

123.10

$3,307.60




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

August 11, 1999

‘ |
‘ —
\ DELTA NATURAL GAS COMPANY -
\ 3617 LEXINGTON ROAD \
\
|
|

WINCHESTER, KY/40391 REFERENCE: 95226
/ \ 5522/105183
MATTER NAMlIé: Alternative Regulation Plan \
| )

. BEGINNING BALANCE $0.00
TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 792.00
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES 122,06 © \
PER ATTACHED
BALANCE DUE / $ 914.06

ol
-\ o b
Cane
ﬂ(fj(JL




BILL DATE: August 11, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE

07/07/99

07/07/99

07/12/99

07/16/99

DATE

06/07/99
06/08/99
06/09/99
06/09/99
06/10/99
06/15/99
06/15/99
06/17/99
06/23/99
06/23/99

IND

RMW

RMW

RMW

RMW

DESCRIPTION OF SERVICE

Prepare for Franklin Circuit Court
hearing

Travel to Frankfort; appear Franklin
Circuit Court; tel Jennings; travel to
Harrodsburg

Examine response to motion to
consolidate

Examine responses to data requests;
letter to Helton

SUBTOTAL

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION

Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense

Telephone Expense

HOURS

1.00

0.30

0.50

4.80

RATE'

165.00

165.00

165.00

165.00

AMOUNT

$ 165.00

~ 495.00

49.50

82.50

$792.00

AMOUNT
1.50
0.30
8.40
2.70
0.30
0.60
5.40
0.60
3.60
0.90



DATE

06/25/99
06/25/99
06/25/99
06/25/99
06/25/99
07/01/99
07/06/99
07/09/99
07/13/99
07/13/99
07/16/99
07/16/99
07/21/99
07/23/99
07/23/99
07/23/99

GRAND TOTAL:

DESCRIPTION
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Telephone Expense
Travel Expense
Duplicating Charges
Travel Expense
Duplicating Charges
Telecopier Charges (Long Distance)
Travel Expense
Duplicating Charges
Duplicating Charges
Travel Expense
Travel Expense
Travel Expense

SUBTOTAL

AMOUNT
5.10
0.30
2.70
0.60
0.30

18.60
3.30
18.60
4.70
3.00
9.30
0.50
1.00
18.60
5.58
5.58

122.06

$914.06




792.00

R. M Watt 4.80
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STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

September 17, 1999

DELTA NATURAL GAS COMPANY _

3617 LEXINGTON ROAD
WINCHESTER, KY 40391 REFERENCE: 97111
5522/105183
MATTER NAMZE’Q Alternative Regulation Plan
BEGINNING $ 0.00
TOTAL FEES FOR ERVICES PER ATTACHED 610.50
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES 0 -
PER ATTACHED
BALANCE DUE 9 / $ 642.00

e




BILL DATE: September 17, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE IND
08/02/99 RMW
08/04/99  RMW
08/05/99 RMW
08/06/99  RMW
DATE

08/03/99

08/06/99

08/06/99

08/06/99

GRAND TOTAL:

DESCRIPTION OF SERVICE

Tel John Hall office
Examine Henkes testimony
Examine testimony of Henkes, Catlin

Tel Jennings, Seelye, Hazelrigg re
order dismissing; examine order
dismissing

SUBTOTAL

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION

Duplicating Charges

Telecopier Charges (Long Distance)
Telecopier Charges (Long Distance)
Telephone Expense

SUBTOTAL

HOURS

0.20
1.00
1.50
1.00

3.70

RATE

165.00
165.00
165.00
165.00

AMOUNT

$33.00
165.00.
247.50
- 165.00

$610.50

AMOUNT
20.00

5.00

5.00

1.50

31.50

$642.00




‘ The Advoce Publishing Co., Inc.
214 nox St. @ P.O. Box 190 « BARBOURVILLE, KY. 40906
R 606-546-9225

P V//}
:
< z

® ~  STATEMENT

DELTA GAS
3617 LEXINGTON ROAD
WINCHESTER, KY 40391-9797

1-800-432-0771

FINANCE CHARGE is computed by a Periodic Rate of 12% per month which is an

ACCOUNT NO.

000373

STATEMENT DATE

05/31/99

ANNUAL PERCENTAGE RATE of 18% applied to previous balance less current payments and or credits
CODES I=INVOICE DR=DEBIT MEMO CR=CREDIT MEMO BF=BALANCE FORWARD P=PAYMENT DA=DISCOUNT ALLOWED FC=FINANCE CHARGE

DATE | cooe |REFERENCES| APPLYTO |  SURCHASE | CHARGES | CREDITS | BALANCE
14/30/99 1 62570 62570 167 .06 167 .06
)5/18/99 P 155343 62570 167 .06 .00
15/28/99 1 63260 63260 82.50 82.50

' o !:{:
® i
B,
™ ¢
&
\()MWJ K
Q}/‘,? RECEIVED
JUN - 41999
RS ERE TR S TR TEMERT STUS ‘
IEN MAKING PAYMENT THANK YOU '
IRRENT 31-60 DAYS 61-90 DAYS OVER 90 DAYS
82.50 .00 .00 .00

THANK YO FOR YOUR ORUER

TERMS: Full payment due upon receipt
of this invoice. Balances past due 30
days are subject to 1%% service charge
per month.




y .
ot

C qpm | L

2 '
Ths:Mavocate Publishing Co., Inc.
x St. o P.O. Box 190’ ¢ BARBOURVILLE, KY. 40906

606-5)46:9225 .
o [ELTA GAS S LELTA GAS
3617 LEXINGTON ROAD : 3617 LEXINGTON ROAD
WINCHESTER, KY 40391-9797 WINCHESTER, KY 40391~9797
e | - ot s oy
IS mie L R R R

T CUSTOMER ™! SALESMAN Y87 T B RCHASE . W o
. N ‘

AT
YRee,

5
e

o
&

THAME YOU YOUR ORTGER

TERMS: Full payment due upon receipt
of this invoice. Balances past due 30
days are subject to 1%4% service charge
per month,




,%ath County News-Ougok

“ P.O. Box 577 Invoice
Owingsville, KY 40360
Phone: 606-674-2181 DATE | INVOICE NO.
‘ 06/04/99 16450
BILL TO
Delta Natural Gas
3617 Lexington Road
Winchester, KY 40391
DUE DATE AMOUNT DUE AMOUNT ENC.
07/04/99 39.00
DATE DESCRIPTION QTY RATE AMOUNT
6-4-99 Public notice ran 5-27-99 13 3.00 39.00

. ' S}/ '. “\;‘ )
BT %‘ ’ ,-Vukl : A B )
"“\“"\f. I .‘-_j‘;'_‘-"" OL\ egj‘/—” <‘A«v

RECEIVED
JUN 11 1999




PREVIOUS BALANCE » $0.00
1DATE o DESCRIPTION CHARGES CREDITS BALANCE
s/20/99 | LEGAL NOTICE $111.328 $111.3%0
. ‘ RECEIVED
JUN -3 1999
0
) |
b y [} s i
. ™0 i)
o ’)jv/ ¥ (v
({4 A cud 141383
T T TS
CURRENT . OVER 30 OVER 60 OYER 90 OVER 120 N FOTAL AMOUNY DUE
> VYRS tirew
$111.38 $0.00 $0.00 $0.00 $0.00 $111.386 \
(ESSAGES / COMMENTS THIS STATEMENT INCLUDES ONLY THE ITEMS THAT . Coe

AVE NOT BEEN PAID. IF YOUR RECORDS DO NOT AGREE WITH THIS

TATEMENT, PLEASE CALL US AND WE WILL REVIEW YOUR ACCOUNT. BEREA CITIZEN

S——re - . - =




;mé/E;;;txzil Rcord, ]11!.'

@ Slatement

N e
/P.O.Bc?x 800 DATE
106 Richmond St.
.Lancaster. Kv. 40444 05/31/99
BILL TO
Delta Natural Gas
Nell C Waller
3617 Lexington Road
Winchester, Ky. 40391-9797
AMOUNT DUE AMOUNT ENC.
$39.00
DATE DESCRIPTION AMOUNT BALANCE
04/30/99 |Balance forward 97.50
05/18/98 |1l -97.50 0.00
05/31/99 |L/N-Notice for Approval 39.00 39.00
N7
\
"
. A
- o ' N
0y \4‘\} “\' . \"‘,;’ - ! ‘ "-'..‘
A v g X e
At gl 21108
,}"’\}_ : % X W C/W\
\ . Qj YS’)‘ —~ ,._._-.ﬂ--""""
RECe ' |
JUN = & 1und 1
A
' 1-30 DAYS PAST | 31-60 DAYS PAST | 61-90 DAYS PAST | OVER 90 DAYS
CURRENT DUE DUE DUE PAST DUE ~AMOUNT DU
39.00 0.00 0.00 0.00 0.00 /LC.:P/ $39.00




B @

CITIZEN VOICE, INC

i 2]

WI

. g EFREF QA TICREFTRE
INVOICE-STATEMENT
PO BOX 660
08 COURT ST DATE
VINE, KY 40336 513171999
606-723-5161 EXT 25
8L 70

DELTA GAS

NELLE WALLER

3017 L.RXINGTON RD

WINCHESTER KY 40391

261

TERMS AMOUNT DUE
Due on receipt $87.30
DATE DESCRIPTION QTYICOL INC RATE AMOUNT BALANCE
04/30/1999 Balance forward 138.60
05/18/1999 PMT #155379 -138.60 0.00
05/27/1999 Legal Ads/LEGAL NOTICE 15 5.82 87.30 87.30
- ALy
g M
AT
AERE
ferepn..

-~ N~ ~a “ ~ s ~ rre ~ 4 \

130 DAYS PAST  31-60 DAYS PAST  61.90 DAYS PAST  OVER 90 DAYS

CURRENT DUE DUE " DUE PAST DUE AMOUNT DUE ™
87.30 0.00 0.00 0.00 0.00 @/ $87.30




/"/ . ‘
" Cly Gty Times INVOICE-STATEMENT

P O Box 547 _
tanton, KY 40380 DATE

5/31/1999
606-723-5161/EXT 25

BILLTO

DELTA GAS

NELLE WALLER

3617 LEXINGTON ROAD
WINCHESTER KY 40391
301

TERMS AMOUNT DUE
Due on receipt $87.30
DATE DESCRIPTION QTY/COL INC... RATE AMOUNT BALANCE
04/30/1999  Balance forward 138.60
05/18/1999  PMT #155381 -138.60 0.00
05/27/1999  CCT Legal Display/NOTICE 15 5.82 87.30 87.30

1-30 DAYS PAST  31-60 DAYS PAST  61-90 DAYS PAST  OVER 90 DAYS
. CURRENT DUE DUE DUE PAST DUE AMOUNT DUE

87.30 0.00 0.00 0.00 0.00 $87.30




ATE

'"THE JESSAMINE JOURNAL

LB AR199
P.0.BOX 8 NICHOLASVILLE, KY 40340-0008 ACCOUNT NUMBER
(606) 885-5381 L 14 ..o8
K (606) 887-2966 FAX T S
o o A REPUBLIC NEWSPAPER Come O . |
OFLTA NATURAL. GAS
o HE1LT LEXINGTON ROAD
WTNCrir 3TER KY 403920

o S ' ‘ ‘ ' PAGE NO.

RECENED

$
"y
3




, // ’ RETAIN THIQORTION FOR YOUR RECORDS
'I:IJgr Aﬂ%ﬁéoERls.ss INDEPENDENT BILLTO
, N
{P.O. BOX 518, MAYSVILLE, KY 41056 DELTA NATURAL GAS CO. INC
AD NUMBER CLASS SALESPERSON BILLING DATE LINES
98099 0205 LEGALS 26 06/11/99 22
AD DESCRIPTION (-77 /4 P START DATE STOP DATE .
. NGTICE OEEHEARING%NOTICE IS HEREBY 06/11/99 06/11/99
/ﬂ PUBLICATION INSERTIONS RATE NET AMOUNT GROSS AMOUNT
‘|1 THE LEDGER-INDEPENDENT 1 |LEGAL 19.14
/ TOTAL AD CHARGE 19.14
f 1 AFFADAVIT CHARGE IAAFFEF 5.00
) 1 AFFADAVIT CHARGE AAFFE 5.00
f 1 AFFADAVIT CHARGE AAFF 5.00
i
]
{
DAYS RUN ——
PURCHASE ORDER PAY THIS AMOUNT (614 40.97%

g \—/ * AFTER 06/26/99

MESSAGE:

There will be a new Classified Advertising Rate Card effective
April 1, 1999 - For more information call your Advertising Sales Rep at
606-564-9091 or 800-264-9091.




[ — .._._._. P

STATEMENT

/(,QC Wallere,  Dac S-3/ 1w 99

7
THE LESLIE COUNTY NEWS

VERNON BAKER, Publisher

Ph. (606) 672-2841

P. O. Box 967
Hydgn, Kentucky 41749

O -2

LSO

Zd [ X/9 © S 2 74

' sérvnce -in‘order 10 b

‘Delta’s .earning’ wuhm 4
,“range- established b) l
i Public: Servxcc Comm1s31

<t>

RECEIVED

JUN - 41999

o d

j-: .,'.;m thxs apphcauon for release.

‘P’-Val by the Publ ‘Se b Call Accent of
 Reclamation work performed Commission, Frankf
J127 mcluded “All mining area was*Kentiickv af an avrer

1945 East Daniel |




. .exington Herald-Lea‘r Co.
A KNIGHT-RIDDER NEWSPAPER
N LOO MIDLAND AVENUE
EENINGTON, RENTUCKY 40308-1999
1606 2313100

‘ ( accountno. ) ( BILLNGDATE )

6067446171 06/22/99

DELTA NATURAL GAS CO
3617 LEXINGTON RD.
WINCHESTER, KY 40391

FederaL’), 61-0259090

e

If you are paying an amount that is different from
the TOTAL DUE, please explain the difference on
a separate sheet and return it with your payment.

(606) 231-3119 or 1 800 274-7355, ext 3119
\_ (606) 231-3122 or 1 800 274-7355, ext 3122J

CLASSIFIED h
INVOICE

If you need to report billing errors, or have
questions about your account, please call:

THANK YOU FOR YOUR BUSINESS PLEASE KEEP THIS PART FOR YOU

(( MAILPAYMENTTO )

Dept CL

The Lexington Herald-Leader Co
PO Box 300

Lexington Ky 40584-0300

ECORDS

AD NUMBER |CLASS DESCRIPTION REP | STARTED

"STOPPED

TIMES

SIZE"

TQ180279081‘,E556 NOTICE:. 027908 3524]05/25/99 C

RECE{VED

. ' b JUn iz g9

35/25/99

_6&251Nﬁ

THANK YOU FOR USING HERALD LEADER CLASSIFIEDS I e N \
"TOTAL DUE\  DATE'DUE )
TO PLACE A CLASSIFIED AD, CALL 233-7878, OR
CALL TOLL FREE, 1-800-933-7355
NOON. 0%6/28/1999

(M-F) 7:30 A.M. - 5:30 P.M. (SAT) 8 A.M. -

$262.13

_BI EASE ENIM AN NATTEN FINE TO RETard t AWER DART =~ 8




* .

frrrr—

The | Jenchester Bnterprise ~ Statement

3 Third Street
Post Office Box 449
Manchester, KY 40962
606-598-6174

5/31/99

Delta Gas
3627 Lexington Road
Winchester, KY 40391

. AMOUNTDUE =

PLEASE DETACH AND RETURN WITH YOUR PAYMENT $96.05 i

TRANSACTION |

~ 61:90 DAYS OVER 90 DAYS
PASTDUE | - PASTDUE

31-60 DAYS
PAST DUE

1-30 DAYS
PAST DUE

The Manchester Enterprise « 103 Third Street « PO Box 449 « Manchester, KY 40962 * (606) 598-617

R




. MIDDLESBORO DAILY NEWS P INVOICE |
P.O. Box 579
Middlesboro, Kentucky 40965-0579 T —
Phone (606) 248'1 010 " -INVOICE.NO.:- .| . PAGE BILLING DATE :7..| =% BILLING PERIOD. .. \
. Fax (606) 248-7614 L 1 5/31/99 5/01/99 — smwwﬂ
|
(. VBILLED ACCOUNT -
(" BILLED ACCOUNT NO. "1 - -  ADVERTISERICLIENT:NO. N
DELTA NATURAL GAS CO. (__ ss184z )
D617 LEXINGTON ROAD
WINCHESTER, KY 403910000 - - NAME OF ADVERTISERICLIENT, 5 567
. J L )
FOR INVOICE INFORMATION CALL R 4045 2481010
| REFERENCE | %~ CHARGE ORCREDITS: : .-« | . . SAU . BILLED: {7 "% p o T GROSS i NET - -
JATE: | " NUMBER- | *‘DESCRIPTION/PRODUCT CODE... . |. DIMENSIONS - TMES) - yirs | RATE " AMOUNT M’!EJNTU A
/701 BALANCE FORWARD 343. 00
/11 MD 900 PFAYMENT —~ THANK YOU - 343. 00~
/85 MDD 480 LEGALL ADS 2% 8.00 (1 | 16.00] 8.45 135. 80
CONTRACT STZE FERTOD CiTO-DATE
ROF CON 150,00 X 12858, 01
|
ol P
\ : L
(/"'A SRR R 1 A
[P e | e J/
/_/'ﬁ\
: . , AGING T ] TOTAL AMOUNT \ T 1z CURRENT \w
30 DAYS 60 DAYS 90 DAYS - " DUE - 17 T NET AMOUNT
. 00 . 00 .00 135, 20 J t 135. 20

JE A GREAT DAY 1!

LING 77 CAlLL GINA @ 606-248-1010 :
ACCTS NOT FAID IN 30 DAYS WILL RE CHARGED 1.3%4 F

WUNT DUE RY &/715/99. A
ICH I8 EQUAL. TO 18.0% FER Q\INUM- . |
¢TER BUNUN, | SETACHAND RETUTHS FORTION W YoUR PAENT____
| Gas Company, Inc., at the address: have their regular Sth Satur- OBER GATLINBURG'

oryen owreescRebigaE> ) Ton SO A oony f e o o Dl el ol [ Famir Aacin wi
. R i ’ | ic in- ’ . .

~fices of Delta or the Public Suniy  ChUrch il ba guest singers | conductng = oo i o

g0 addresses and telephone nuerrnvl')%e- & cenone. wasome: e | Sam - 4a0prm at e O

: ber- & everyone weicome. Rev. | 9am - 4:30pm at the Day:

Tony Massengill, Pastor. . ' ] Inn Hotel located off of 2!

] East at 1252 North 12t

& .
S mpany, Inc.  Public Sarvice Commission

g - I
£ ' ;33‘38%;;92:(? Lane 20 O ) Help . rSOtlr:‘zt. Interviews for yea
. _ : . - .+ -~ [ round or seasonal position:
o P Codmiee . ST _Mmed [ oo Do
: ) . e — .] meals, employee : benefi
¢ NOTICE » T '8TR - Truck drivers needad. ~ | Package, .peﬂo)::lic review:
ust have clean MVR & .{and. -reasonably price:

3ank of Mi .
£ iddlesboro, Kentucky for- CDLs.3yrs e " most : o
. » NI 'S. Xp. Home housing - avalil in
:‘B%'.'k of Middlesboro, will offer for- Weekends. Apply in person :: ' Grhpbfee.ceritg:!goig i
gr slg?iglr#a1¢ggaﬂge Convertamatic  Clty Service behind Krogers.. . - T —
» 1163642 and a Clarke hi- Part time cook . i - L
—  J00RPM serial # QG1062. -~ hours, Minimurgo ":Equ?:aymug:\et —————

‘held oromnths at 4.2 DRa sen.. ~-




* MEWS JOURNAL
WHITLEY/CUREIN
P.0. BOX 418

IANSBURG, KY 48769
) 549-8643

INVOICE AND STATEMENT
fidvertiser: DELTA NATUKAL GAS CU

4282 DELTA NATURAL GRS €O
3617 LEXINGTON RD
WINCHESTER, KY 48391-9797
ATTH NELL C WALLER

OATE  PAPER ACCOUNT / RUN DETAIL
BALANCE FROM LAST STATEHENT
85/19/99 Payment
85/26/99 WHiZ CLASSIFIED

. i
IEAR

. Should you have any questions
please call JOYCE 549-8643

CURKENT 38 DAYS

178.13 8.68

68 DAYS

B.88

BILLING DRIE  85/31/93
Invoice # 43321

INCHES RATE

8.66 8,990
8.80 8.860

98 DAYS

8.08

AMOUNT
235.63

-235.63
178.13

oA L

st g f00d
oo 1 L QR IIR

v o> o
J);‘ Caur SRy AT




e ’ T
V. - ~.
- .
.

‘ ,4" i Newspaper Holdings, Inc. ™
4 W. First St., Morehead, KY 40351 [NVOICE | STATEMENT l 606-784-4116 or 800-247-6142
ffie Morehead News - Pub, 1 The Shopping Neyy‘s/Menifee Co. News - Pub. 2

Gravson\{)urnal Enquirer/Olive Hill 'l‘illxgs/- Pub. 4
up County News-Times - Pub 5

. Plus - Pub. 7
The Carlisle Mucury RUD\GWQILUI)’ ub.

i INVOICE/STMT. NO, - 1)

-/INV/STMT. DATE °
05/31 / C) 7

BILLING PERIOD "¢
MAY 1999

JCOUNT  [Preemnmmine

VAME DELTA GAS

ATTN: NELL WALLER

3617 LEXINGTON RD

WINCHESTER KY 40391 Please refer to above newspaper names
' and publications numbers when reading

PUB (2nd) column of your statement.

PAYMENT TERMS
NET 30 DAYS

'ERTISER
SLIENT
NAME

DELTA GAS

- = CHARGE OR CREDIT: &
+ DESCRIPTION / PRODUCT CODE

“CODE |+ "

)S/Eﬁ_i(iﬁﬁi‘ﬁéln ON ACCOUNT 295.321 295 .32-
S5/2% 1] LEG LEGAL ADVERTISING Q3N T 263 .50 5,250 149 .63 149 .€3
S/26 2| LEG LEBAL RATE 03X 9 5 B350 3.500 99 .75 Q5 7%
RECEIVED
JUN - 2 1999
J

- CURRENT GROSS AMT:. "

249 .38

AMY. SUB, YO SERVICE CHG. - SERVICE CHARGE!..

PREVIOUS BALANCE | . - PAYMENTSICREDITS <> °
293.32 T« 32

CASH DISCOUNTS

ACCOUNT STATUS

;1 -31-60 DAYS ..61-80 DAYS

0-30 DAYS . =" -

THANE YOU FOR YOUR BUSINE&:S. IF YOU HAVE ¥
QUESTIONS ABOUT YOUR STATEMENT, PLEASE CALL.
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$0.00
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THE ITEMS THAT
IF YOUR RECORDS DO NOT AGREE WITH THIS
US AND WE WILL REVIEW YOUR ACCOUNT

$0.00
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i PLEASE DETACH AND RETURN UPPER PORTION WITH YOUR REMITTANCE

,NEWSPAPER REFERENCE DESCRIPTION-OTHER COMMENTS/CHARGES [aibiiis | | TIMESEUN | GROSS AMOUNT - |  NET AMOUNT

PREVIOUS EALANCE 1871 .03
9 001 PLC PISE PAYMENT = THANK YO Ch-1 55489 181 .03~

/26 001 LEG I ALT. REG. PLANTD 1.0x15.4 1

R B SE ' 15.4 5. 570 8B4.94% 84,94
e ACCOUNT  SUMMARY =
PAYMENTS 181 .03~
ADJLISTMENTS
DISCOUNTS
CHARGES 84 .94

SALES TAXES

SALES REP  [KATHY JONES

S
L

O
AR
@\\f\%x\} @t‘MW
& ,
. Vé(

Mgmicoum AGING ONST DUE AMOUNTS -
-CURRENT N AMWNT OUE \ 30 DAYS 60 DAYS OVER 90 DAYS < UNAPPLIED AMOUNT TOTAL AMOUNT DUE
“*; 84 .94 '\ 0.00 0.00 0.00 84 .94 )
a Se{‘utinel-Echo 123 W. Fith St. @ P.0. Box 830, London, Ky. 40741 .

a ‘ Phone 606-878-7400 e Fax 606-878-7404
L
\ ) . / ADVERTISER INFORMATION —

BN / SILLING PERICD BILLED ACCOUNT NUMBER ADVERTISER/CLIENT NUMBER - ADVERTISER/CLIENT NAME

4655 [MAY, 1999 Q10943 10943 DELTS NATURAL GAS
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" 1HREE FORS TRADITION o
O _BOX 557 MAIN STREET
BEATTYVILLE, KENTUCKY 41311
(606)464-2888
FAX 464-2388

YYSESPE

SOLD TO: DM\A G*{»&

DATE
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DESCRIPTION

UNT
PRICE

AMOUNT
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INVOICE
. MAKE CHECKS
X FOR CLASSIFIED S
1— 1 6 7 9 ADVERTISING PAYABLE TO —¢
TS 1S YOUR BILL COVERING THE CLASSIFIED ADVERTIS:

ING YOU ORDERED PUBL!
CREDIT HAS BEE
MODATION AND THE ITEM

N EXTEND

SHED ON THE DATES SHOWN.
ED STRICTLY AS AN ACCOM-
CHARGED IS NOW DUE.

LINES TIMES /owr

162 ! 182,51
INCHES AATE | MOP OTHER
1.2 ig T

YOUR CLASSIFIED INVOICE 1S , id
NOW DUE. IF NOT PAID WITHIN 10 ’,.\'/\.) 468,56

DAYS AMOUNT DUE WILLBE A~V /A
PHONE N GLERK
(PN )
P I B Cipre o
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R R R S e 4 Vi ;23
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o B The Prime Group B

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered

Invoice date: June 4, 1999

To: Delta Natural Gas Company
3617 Lexington Road
R. R. #1, Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

14.0 hours of consulting work by Steve Seelye @ $165.00/hr $2,310.00
during May in assisting with the development of an amendment
to the experimental alternative regulatory mechanism and in writing

| . testimony. -

36.0 hours of consulting work by Steve Seelye @ $165.00/hr $5,940.00 "\
during May in preparing a cost of service study to support the
rate case that Delta is preparing to file.

' 57.0 hours of consulting work by Randall Walker @ $140.00/hr $ 7,980.00
/ { during May in preparing pro forma adjustments, billing analysis and
\C-\S determination of class load requirements to support the rate case that
¢" .| Deltais preparing to file.

ly
W |
36.5 hours of consulting work by Martin Blake @ $200.00/hr $ 7,300.00

_ during May in preparmg of cost of money testlmony to support the
" rate case that Delta is preparing to file.

Total amount due for May DA D $23,530.00
| SUH 141999
Please remit to: The Prime Group _ / 7&'
P.O. Box 7469 PRV e vmnn

Louisville, KY 40257-7469 W_ ! ;

The Prime Group, LLC
6711 Fallen Leaf ® P. O. Box 7469 e Louisville, KY ® 40257-7469
Phone 502-425-7882 FAX 502-326-9894




B The Prime Group B

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: July 6, 1999

To: Delta Natural Gas Company
3617 Lexington Road
R.R. #1,Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

49.0 hours of consulting work by Steve Seelye @ $165.00/hr
during June in answering data requests regarding the experimental
alternative regulatory mechanism.

52.0 hours of consulting work by Randall Walker @ $140.00/hr
during June in answering data requests regarding the experimental
alternative regulatory mechanism.

Expenses for Alternative Regulatory Mechanism
June 15 meeting in Winchester, KY 193 @ $0.325

Total for Alternative Regulatory Mechanism

35.5 hours of consulting work by Martin Blake @ $200.00/hr
during June in preparing of cost of money testimony to support the
rate case filing.

56.0 hours of consulting work by Steve Seelye @ $165.00/hr
during June in writing testimony to support the rate case filing and
in finalizing the cost of service study.

57.0 hours of consulting work by Randall Walker @ $140.00/hr
during June in writing testimony to support the rate case filing and in
developing the rate design for the filing.

Expenses for Rate Case Preparation
June 21 meeting in Winchester, KY 193 @ $0.325

Total for Rate Case Preparation 7 / {, / 4 ?
X /U
Total amount due for June 0 K T ‘(

.

The Prime Group, LLC .

~-
e
...

§ 8,085.00

$ 7,280.00

$ 6272
@q? oYl

$ 7,100.00
$ 9,240.00

$ 7,980.00

62.72
($24382.72 D 077“/ 7‘”
$39,810.42

@y

6711 Fallen Leaf ® P. O.Box 7469 ® Louisville, KY ® 40257-7469

Phone 502-425-7882 FAX 502-326-9894
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® B The Prime Group B

Priority Marketing, Planning and Regulatory Support

INVOICE FOR SERVICES RENDERED

Date: August 15, 1999

Billed to: Delta Natural Gas Company, Inc.
Rural Route #1, Lexington Road
Winchester, KY 40391 -

Attn: Mr. John Hall

28.0 hours of consulting service @ $165/hour for Steve Seelye o 84,620.00 Vs
| during July preparing responses to the second round of data requests /M
| . in the alternative regulation case MR k@’j
| o |
19.0 hours of consulting service @ $145/hour for Randall Walker Ceinens$2.755.0 |
during July preparing responses to the second round of data requests
in the alternative regulation case o
N .,
3.0 hours of consulting service @ $165/hour for Steve Seelye $ 495.00 ' A, 5
during July working on the rate case -
Lodap
2.0 hours of consulting service @ $145/hour for Randall Walker $ 290.00 /

'./’/

during July working on the rate case

Tzl - 99046

‘ . s ————
‘ (2 Cove-g9. 17¢ $8,160.00
Please remit $ 8,160.00 to: The Prime Group, LLC B/
P.O. Box 7469 ]
Louisville, KY 40257-7469 o }/( o ///7
7
/

The Prime Group, LLC
6711 Fallen Leaf  P.O. Box 7469 ¢ Louisville, KY * 40257-7469
Phone 502-425-7882 FAX 502-326-9894
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B The Prime Group H

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: September 3, 1999

To: Delta Natural Gas Company
3617 Lexington Road
R.R. #1, Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

3.0 hours of consulting work by Randall Walker @ $140.00/hr $ 420.00
during August in reviewing the AG’s testimony in the alternative -
regulatory mechanism proceeding and preparing data requests for

the AG witness.
Sub-Total for Alternative Regulatory Mechanism § 420.00
17.5 hours of consulting work by Martin Blake @ $200.00/hr $ 3,500.00

during August in answering data requests regarding the rate case filing.

24.0 hours of consulting work by Steve Seelye @ $165.00/hr $ 3,960.00
during August in answering data requests regarding the rate case filing.

22.0 hours of consulting work by Randall Walker @ $140.00/hr $ 3,080.00
during August in answering data requests regarding the rate case filing. e

Sub-Total for Rate Case Preparation $10,540.00

Total amount due for August G $10,960.00

TS
o ek Z2e

y

7/7/ '

The Prime Group, LLC
6711 Fallen Leaf @ P. O. Box 7469 ® Louisville, KY e 40257-7469
Phone 502-425-7882 FAX 502-326-9894




A T D
’ HISLE & COMPANY =<4t =
. CERTIFIED PUBLIC ACCOUNTANTS (i1-089 1! o2
277 E. HIGH STREET
LEXINGTON, KY 40507
606-259-3403
Delta Natural Gas
3617 Lexington Road
Winchester, KY 40391
RECEIVED
Date 09/21/1999 SEP 9% 1999
Client No. 30010
\ et
Invoice No. 3001 —
Services rendered through August 31, 1999:
Received assistance from Christy Crutcher with the Attorney General's -
PSC rate case requests $ 685.34
Oa% A& - L Current Amount Due

. Balance Forward

Total Amount Due
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M The Prime Group B

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: October 4, 1999 |

To: Delta Natural Gas Company
3617 Lexington Road
R.R. #1, Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

10.0 hours of consulting work by Martin Blake @ $200.00/hr

during September in responding to Data Requests from Commission
Staff and the Attorney General regarding Delta’s rate case filing

and preparing data requests for Delta to submit to the Attorney General’s
witnesses.

48.0 hours of consulting work by Steve Seelye @ $165.00/hr

during September in responding to Data Requests from Commission
Staff and the Attorney General regarding Delta’s rate case filing

and preparing data requests for Delta to submit to the Attorney General’s
witnesses.

37.0 hours of consulting work by Randall Walker @ $140.00/hr

during September in responding to Data Requests from Commission
Staff and the Attorney General regarding Delta’s rate case filing

and preparing data requests for Delta to submit to the Attorney General’s
witnesses.

$ 2,000.00

$7,920.00

$5,180.00

Expenses for September 30 meeting
236 miles @ $0.31

Total amount due for September

Please remit payment to: The Prime Group, LLC
P.O. Box 7469
Louisville, KY 40257-7469

The Prime Group, LLC
6711 Fallen Leaf @ P. O. Box 7469 e Louisville, KY ® 40257-7469
Phone 502-425-7882 FAX 502-326-9894
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B The Prime Group

Priority Marketing, Planning and Regulatory Support

Invoice for Services Rendered
Invoice date: November 2, 1999

To: Delta Natural Gas Company
3617 Lexington Road
R. R. #1, Box 30-A
Winchester, Kentucky 40391

Attn: Mr. John Hall

44.0 hours of consulting work by Martin Blake @ $200.00/hr $ 8,800.00
during October in preparing rebuttal testimony, in developing cross -
examination questions for the Attorney General’s witnesses and in preparing

for and participating in the hearing in Delta’s rate case.

86.0 hours of consulting work by Steve Seelye @ $165.00/hr $14,190.00
during October in preparing rebuttal testimony, in developing cross

examination questions for the Attorney General’s witnesses and in preparing

for and participating in the hearing in Delta’s rate case.

66.0 hours of consulting work by Randall Walker @ $140.00/hr $9,240.00
during October in developing cross examination questions for the

Attorney General’s witnesses and in preparing for and participating in

the hearing in Delta’s rate case.

Expenses for October

October 26 trip to Delta 236 miles @ $0.31 PAID 73116
October 28 trip to Frankfort 162 miles @ $0.31 50122
October 29 trip to Frankfort 162 miles @ $0.31 NOV - § 1999 5022
Meals 2862
Total amount due for October $32.42 h.22
fﬁ{,& Cose 991 76
Please remit payment to: The Prime Group, LLC
P.O. Box 7469 0 K @
Louisville, K'Y 40257-7469 7) ,,
f
/3] 97

The Prime Group, LLC

6711 Fallen Leaf e P. O. Box 7469 @ Louisville, KY @ 40257-7469
Phone 502-425-7882 FAX 502-326-9894
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‘ Estimated Prime Group Billings
during October - December 1999
for Delta Rate Case
Estimated
Billings
Randal]AWalker (77 hours @ $140/hr) $10,780
Steve Seelye (94 hrs @ $165/hr) $15,510
Marty Seelye (53 hrs @ $200/hr) $10.600
2 3Y [hoce
Total $36,890

® Bt ihfhs 32429

Note: The above estimate includes actual time spent preparing rebuttal testimony,
preparing cross examination material, preparing for the hearing plus 2 days (8
hrs/day/person) estimated time for attending the hearing and 1 day estimated time
(8 hrs/day/person) in providing assistance on the brief and other ratc case related
matters.

WSS
October 27, 1999




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

July 14, 1999

DELTA NATURAL GAS NY

3617 LEXINGTON ROAD

WINCHESTER, KY 40391 REFERENCE: 93979
5522/105861

,
/!

MATTER NAME: 1999 Rate Case

i

\
. BEGINNING BALANCE $0.00

TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 825.00
TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES o 0.00~~
PER ATTACHED

BALANCE DUE $ 825.00




BILL DATE: July 14, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE IND DESCRIPTION OF SERVICE HOURS RATE

06/28/99 RMW Travel to Winchester; meet with Hall 4.00 165.00
and Jennings; examine and revise
testimony; travel to Versailles

06/29/99 RMW Examine and revise Brown 1.00 165.00
testimony; tel Hall, Bennett, Jennings

SUBTOTAL 5.00

DISBURSEMENTS AND SERVICE CHARGES

DATE DESCRIPTION
SUBTOTAL
GRAND TOTAL:

AMOUNT

$ 660.00

165.00

$825.00

AMOUNT

0.00

$825.00




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

August 11, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD"
WINCHESTER,XY-40391

REFERENCE: 95228

5522/105861
MATTER NAME: 1999 Rate Case
BEGINNING\BALANCE $0.00
TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED 627.00

TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES
PER ATTACHED

BALANCE DUE

//4932/\»\
/ $676.32

5




BILL DATE: August 11, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE

07/01/99

07/02/99

07/06/99

07/13/99

07/27/99
07/28/99

DATE

06/28/99
06/28/99
06/29/99
06/29/99
07/02/99
07/06/99
07/09/99

IND
RMW
RMW

RMW
RMW

RMW
RMW

DESCRIPTION OF SERVICE HOURS
Tel Hall; arrange for delivery of Rate 0.50
Application

Arrange for delivery of application 0.50

and filing requirements; tel Blackford

Draft Motion to Consolidate; tel 1.00
Blackford, Jennings, letter to Helton
with Motion to Consolidate

Draft Reply re Motion to 1.00
Consolidate; tel Jennings and Hall;
letter to Helton

Tel Hall re data request responses 0.30

Tel Hazelrigg and letter to Helton re 0.50
data request response

SUBTOTAL 3.80

DISBURSEMENTS AND SERVICE CHARGES

DESCRIPTION

Telephone Expense

Telephone Expense

Telephone Expense

Telephone Expense

Duplicating Charges

Telecopier Charges (Long Distance)

Travel Expense

RATE

165.00

165.00

165.00

165.00

165.00
165.00

AMOUNT

$ 82.50

- 8250

165.00

165.00

49.50
82.50

$627.00

AMOUNT
3.30
0.30
3.30
1.20
0.40
3.00
4.65




DATE

07/09/99
07/30/99
07/30/99

GRAND TOTAL:

DESCRIPTION
Travel Expense
Travel Expense

Travel Expense

SUBTOTAL

AMOUNT
4.65

18.60

9.92

49.32

$676.32




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

September 17, 1999

DELTA NATURAL GAS COMPA
3617 LEXINGTON ROAD - -~
WINCHESTER, KY 40391 \

MATTER NAME: 1999 Rate Case

REFERENCE: 97116
5522/105861

1

BEGINNING BALANCE

TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED

TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES
PER ATTACHED

BALANCE DUE

$0.00

1,204.50

// T 13“0?\
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BILL DATE: September 17, 1999

DELTA NATURAL GAS COMPANY
3617 LEXINGTON ROAD
WINCHESTER, KY 40391

DATE

08/03/99
08/09/99
08/10/99

08/11/99

08/12/99

08/12/99

08/17/99

08/19/99

08/20/99

08/23/99

08/23/99
08/31/99

IND

DESCRIPTION OF SERVICE

Tel Jennings re procedural schedule
Tel Hazelrigg re newspaper notice

Tel Jennings re alt reg and
emergency rates issues

Research and draft motion for early
implementation of rates; tel Hall

Review motion to implement rates
and revise same

Examine data requests from AG and
Staff

Tel Hazelrigg, Jennings; draft notice
of filing proofs of publication and
letter to Helton

Tel Jennings; research "gross
negligence" and review file re
incorporation by reference

Tel Hall; arrangements to file data
request responses

Examine Responses to Data
Requests; tel Hall; letter to Helton;
send Responses to PSC

Research Admin Regs
Tel Goff

SUBTOTAL

HOURS

0.30
0.30
0.30

2.00

0.50

0.30

1.00

1.00

0.30

0.50

0.50

0.30
7.30

DISBURSEMENTS AND SERVICE CHARGES

RATE

165.00
165.00
165.00

165.00

165.00

165.00

165.00

165.00

165.00

165.00

165.00
165.00

AMOUNT

$49.50
49.50
49.50

330.00

82.50

49.50

165.00

165.00

49.50

82.50

82.50
49.50

S

$1,204.50




e
. DATE DESCRIPTION AMOUNT
' 07/08/99 Telephone Expense 5.37
07/09/99 Telephone Expense 2.34
07/19/99 Telephone Expense 0.30
07/19/99 Telephone Expense 0.90
07/26/99 Telephone Expense _ 0.30
07/26/99 Telephone Expense 12.30
07/26/99 Telephone Expense 0.60
07/28/99 Duplicating Charges 0.50
08/02/99 Telephone Expense 5.40
08/03/99 Telecopier Charges (Long Distance) - 4.00
08/03/99 Telephone Expense 2.10
08/03/99 Telephone Expense 0.60
08/03/99 Telephone Expense 2.40
. 08/10/99 Telephone Expense 7.50
08/11/99 Duplicating Charges 0.40
08/11/99 Telecopier Charges (Long Distance) 4.00
08/17/99 ‘ Duplicating Charges 2.80
08/18/99 Duplicating Charges 36.00
08/20/99 Travel Expense 4.96
08/20/99 Telephone Expense 0.60
08/23/99 Duplicating Charges 0.50
08/24/99 Duplicating Charges 0.60
08/27/99 Travel Expense 18.60
SUBTOTAL . .~ 113.07
GRAND TOTAL: - $1,317.57




STOLL, KEENON & PARK, LLP
201 East Main Street
Suite 1000
Lexington, Kentucky 40507-1380
(606) 231-3000
Tax Id # 61-0421389

QOctober 25, 1999

Delta Natural Gas Company

Attn: Glenn R. Jennings, President
3617 Lexington Road
Winchester, KY 40391

MATTER NAME: 1999 Rate Case

REFERENCE: 98349
5522/105861

BEGINNING BALANCE
DATE LAST PAYMENT RECEIVED

TOTAL FEES FOR PROFESSIONAL SERVICES PER ATTACHED

TOTAL CHARGES FOR EXPENSES AND OTHER SERVICES
PER ATTACHED

BALANCE DUE

$4,687.50

$75.77

&

$4,763.27

/)% 07

Fi
r
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BILL DATE: October 25, 1999

Delta Natural Gas Company

Attn: Glenn R. Jennings, President
3617 Lexington Road

Winchester, KY 40391

DATE IND DESCRIPTION OF SERVICE HOURS RATE AMOUNT

09/01/99 RMW Tel Hall, Walker, Goff re data 1.00 165.00 $165.00
request response
09/08/99 RMW Tel Seelye re data request objections 0.30 165.00 " 49.50
09/09/99 ,' - RMW Tel Jennings re PSC issues 0.50 165.00 82.50
09/13/99 - RMW Tel Hall office; Itr to Helton; file data 0.50 165.00 82.50
o ,Tequest responses :
09/15/99 RMW Tél Jennings, Hall, Goff, Seelye; 1.50 165.'00 . 247.50

examine PSC data request; conf

. Camenisch

09/16/99 RMW Review file; research PSC regs and 2.00 165.00 330.00
Open Records Act; draft and revise
motion for confidential treatment;
draft objection to 9/14 Order; tel

Seelye ” ,

09/17/99 RMW Conf Camenisch; tel Hall, Seelye re 1.00 155.00 : 165.00
data requests

09/27/99  RMW Tel Hall; review file and organize 2.00 165.00 330.00
material

09/28/99 RMW Review and organize file; review 5.00 165.00 825.00
testimony for data requests

09/29/99  MMS Locate pleadings and copy orders for 030  60.00 18.00
Robert Watt.

09/29/99  RMW Review and analyze testimony 5.00 165.00 825.00

09/30/99 RMW Meet with Jennings, Hall, Brown, 9.50 165.00 1,567.50

Seelye re data requests, rebuttal,
cross, settlement, etc. at Delta

. SUBTOTAL 28.60 $4,687.50




DISBURSEMENTS AND SERVICE CHARGES

DATE DESCRIPTION AMOUNT
09/03/99 Travel Expense 18.60
09/03/99 Travel Expense 10.85
09/13/99 Duplicating Charges  * 0.40
09/16/99 . Telecopier Charges (Long Distance) 3.00
09/17/99 - Travel Expense | 9.30
09/17/99 Telecopier Charges (Long Distance) 3.00
09/29/99 Duplicating Charges 2.10
09/30/99 Travel Expense " 9.92
09/30/99 . Travel Expense _. 18.60

. SUBTOTAL 75.77
GRAND TOTAL: . $4,763.27

3 &3




~ ' The Advo&e Publishing Co., Inc. —
. - ‘ Co. 214 Knox St. e P.O. Box 190 o BARBOURVILLE. KY. 40906 iﬁ

- > 606-546-9225

® STATEMENT L

DELLTA GAS ACCOUNT NO.
3617 LEXINGTON ROAD 000373
WINCHESTER, KY 40391-9797

STATEMENT DATE

1-800-432-0771 - 07731799

FINANCE CHARGE is computed by a Periodic Rate of 1%% per month which is an
ANNUAL PERCENTAGE RATE of 18% applied to previous balance less current payments and or credits
CODES [=INVOICE DR=DEBIT MEMO CR=CREDIT MEMO BF=BALANCE FORWARD P=PAYMENT DA=DISCOUNT ALLOWED FC=FINANCE CHARGE.
DATE | cove | REFERENCES| APPLY TO punchse | CHARGES | CREDITS [ s

z ORDER NO. BALANCE k »y*
37730759 1 64516 G4E16 724 .50 554 £0 .

Jb %J/jﬁ/\ o 06
é {EjP ?q;so
A A g

RECEIVED
AUG - 61998

anear e
o wmes

R R T ORI S T T O M I T T e o ~
EN MAKING PAYMENT THANK YOU E Pk&ﬁ??;
RRENT 3160 DAYS  61-90 DAYS  OVER 90 DAYS SN

724 .50 Nelg .00 OO0

g e s

THANK v FoR youR ORTER

TERMS: Full payment due upon receipt
of this invoice. Balances past due 30
days are subject to 1%% service charge
per month.




-~ —e-
- dP INVOICE

_vocate Publishing Co., Inc.
‘, 10x St. ¢ P.O. Box 190« BARBOURVILLE. KY. 40006

606-546-9225

Yo DELTA GAS S LELTH GAS
3617 LEXINGTON ROAL 2617 LEXINGTON ROAL
WINCHESTER, KY 40391-9797

WINCHESTER, BY 403%1-9797

DESCRIPTION
N

5

2

o b

I
el
k!

b5

THANK 7L FOR

TERMS: Full payment due upon receipt
of this invoice. Balances past due 30
days are subject to 1%% service charge
per month.




/
Fath County News-Outlook @

([ invoice

g.o. Box?slﬁkv 40360
wingsuville, 36
Phone: 606-674-2181 _DATE | INVOICE NO.
08/05/99 | 16826
BILL TO
Delta Natural Gas
3617 Lexington Road
Winchester, KY 40391
DUE DATE AMOUNT DUE AMOUNT ENC.
09/05/99 425.25
DATE DESCRIPTION QTyY RATE AMOUNT
8-5-99 Classified display ran 7-1,8,15-99 121.5 3.50 425.25
) o o
o |Vuif
2 c” (p[‘/{u /
gel b
PAID
;\ECENED SEP - 11999
99
] /.
| Total M $425.25




‘ . AANSACTION AMOUNT BALANCE

0/99 Balance forward 0.00

7/01/99 _—____ INV#478 - 100th Edition __ 40.00 140.00
0701799~ INV #623 - Legal Notice 18225 322.25

l

1-30 DAYS .

-61-90 DAYS .. | ~ OVER 90 DAYS -
PAST DUE . :

CURRENT PASTDUE--: | .. PASTDUE | . AMOUNTDUE .,

.| . 31-60 DAYS ,
| pastoue | -

322.25 0.00 0.00

CI1EYY INTUIT NG, # r‘m-az&aam

BEREA CITIZEN / POST OFFICE BOX 207 / BEREA, KY 40403 / (606) 986-0959

3179 (4/99)

mouse swallowmg a llon
“This statemem was’ m; ‘

not hmlt our membershxp .
r or in' any, ‘other category,.‘

e the sbiect:
mmnﬂenwmiav«gdrm‘“

Wammmummmm Qcmh\uﬂlﬁww
_lhslhaﬁm-\nm Spoons made. nnemno(bamﬁudmmuhww\nk—uupu-
. mrnwwhwzgummﬁm“urmw pﬂ:’dﬂ;ﬂnamm‘ >
© To one s 0 Tie Hovg Counger we will send Ex <
Souw!:r?mn:l“m‘mm \wﬁlmmmmmmmvmqumﬁmv carntfied  Timw (Ywwwe ie »




o

£00-433-8610

270.00

© 1527 INTUIT INC

118179 (4/99)

& Wima Comelius Farm oyn Fgll Yok

lith C. Kirby Shearer.Farm
lia Kash Rogand ]

799 Balance forwar-d .
”67751/99 L/N - Rate Adj. Notice Cz)

7
o

Nl
£y
A dd

RECEIVED
AUG - 61939

- 61-90 DAYS
. ~ - | - 31-60 DAYS 61 UE
;2053 ’352 ‘ PAST DUE PAST D
000 0.00 0.00

THE CENTRAL RECOR

»Robert & Mas Collett Fam, 1625 Harmon's Lick
* Jeffrey & Kim Black's Fam- Sugar Creek Road

- 23 acres on Fall Lick Road.

270.00

“Long Faims, 438 Long Branch Road Lancaster e

* Babby Leavell - 2 farms - 84 acres on Hwy 39 Crab Orchard Rd &

man,
rerett Logan Farm

N Elmer Wilmot Farm - Copper.Creek Road

* Dudley And Tammy Hacker Faims on J & V Lane“

-er Long Famm, Ke

Sugar Creek, Wolf Trall, Crab Orchard Road .

vight
g
nes Hamnltorr, Prope
ie & Bonita Edgington’
imy C-Edainglon Property on Tug
hael & Kolsta Condon.former’
1 Threg Fotks & Dr; Grubbs Farm
non C.' Mantgomery Farm on S ar Cr
two farms on Mt Hebron Road k%

Kenneth'{.and F 893 Rlchmond Road..

" * Jeif & Vontella P 0
' Danny Browning Property, 606 Conn's Lane :..
=, * Wiliam Carpenier Property, Lamb Black Road.

"* Billy Day Progetty. Flatwoods Road .
"* George Day rty, Hamilton Valley Road..........
v Bobby Preston Property, Back Creek - Nina  Ridge ..
* Samuel Clark Farm Jim Clad( Road...

‘y Montgomery Fe
vard C: Wuskell Faimg %
uth 2.3 J

225 rth Haghway 27 (100 Acres).

"a{m200aa oad

. Rebeoca & Mltchell Joseph Estate property

Lick Road behind Estes Drive ;

Edmund €. McNulty and Kymmo VanOuter propeny
. at 1650 Danville Road.....

met Les Farm, Mt. Hebron Road near KY aner..:
Charles & Betty Scott Property i, ~ .
. . .Between Hill-ri-Dale And ynn 00d Dnv :
; Rlchard and Teresa Jenkins, property off

Mt. Hebron and Bill Layton Road:

- * Jim Bailey Farms, 152zcres on Highway 27 - 8 miles

1 Btoaddus Fatm, SUgar Creek Road

WA S ooy

"* Eddie & Janet Hasty Famns - end of Jim Clark Rogd off
o899 1 . Sugar Creek and Jack Black Road .. '

north of Lancaster and 132 acres on Highway 753 ..; P

e e s AT e o

Py

NS - 0 ;92'3448

0.00 |
270.00

" OVER 90 DAYS @
PAST DUE

0.00

$270.00

S/
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pﬂ"’fﬁ;NE (808) 987.1870 ' _ 'I’HE BOURBON COUNTY CITIZEN

® The Citizen-Advertiser

“A Voice of the Blue Grass Since 1807"
123 W. Eighth Street — P. O. Box 158 O Paris, Kentucky 40362-0158

Delta Natural Gas

3616 Lexington Rd.
Winchester, Ky. 40391-9997 STATEMENT

attn: Neil C. Waller

All Accounts Due Upon Presentation of Statement

June 30 2 x 14 3/4 $ _175.23

July 7-14- 2 x 14 3/4 @ 175.23 //' 350.46 T2\

s 525.69




CITIZEN VOICE, INC

PO BOX 660
IRVINE KY 40336-0660

' 606-723-5161 EXT 25

BILLTO

DELTA GAS

NELLE WALLER

3617 LEXINGTON RD
WINCHESTER KY 40391
261

DATE DESCRIPTION

|

|

|

i 06/30/1999 Balance forward
07/01/1999  Legal Ads’'NOTICE

| 07/08/1999  Legal Ads/NOTICE

’ ‘ 07/15/1999  Legal Ads/NOTICE

\

\

|

|

|

|

|

|

®
INVOICE-STATEMENT

DATE
7/31/1999
TERMS AMOUNT DUE
Due on receipt $628.56
QTY/COL INC... RATE AMOUNT BALANCE

0.00
36 5.82 209.52 209.52
36 5.82 209.52 419.04
36 5.82 209.52 628.56

[ RECEIVED R
AUG - 9 1999
1-30 DAYS PAST  31-60 DAYS PAST  61-90 DAYS PAST OVER 90 DAYS
’ CURRENT DUE DUE PAST DUE AMOUNT DUE
628.56 0.00 0.00 0.00 $628.56

D




" CLAY CITY TIMES INVOICE-STATEMENT

PO BOX 547
‘STANTON KY 40380-0547 DATE
713111999
606-723-5161/EXT 25
BILL TO
DELTA GAS
NELLE WALLER
3617 LEXINGTON ROAD
WINCHESTER KY 40391
301
TERMS AMOUNT DUE
Duc on receipt $564.21
DATE DESCRIPTION QTY/COLINC..  RATE AMOUNT ~ BALANCE
06/30/1999  Balance forward 35—
07/01/1999  CCT Legal Display/BUDGET 36 582 209.52 145.17
07/08/1999  CCT Legal Display/BUDGET 36 5.82 209.52 354.69
07/15/1999  CCT Legal Display/BUDGET 36 5.82 209.52 564.21
L
“) 1&.’“"
by >y
)- a 3
[ (/
At
AUG - 9 1999
P
e
1-30 DAYS PAST  31-60 DAYS PAST  61-90 DAYS PAST  OVER 90 DAYS £
CURRENT DUE DUE DUE PAST DUE AMOUNT DUE
)
564.21 0.00 0.00 0.00 0.00 ~$5642T

2%. S

i
i




: » ®
' FLEMINGSBURG GAZETTE INVOICE-STATEMENT

PO BOX 32
LEMINGSBURG KY 41041-0032 DATE
7/31/1999
606-723-5161/EXT 25
TO:
DELTA GAS
NELLE WALLER
3617 LEXINGTON RD
WINCHESTER KY 40391-9797
219
TERMS AMOUNT DUE
Due on receipt $157.50
DATE DESCRIPTION QTY/COL INC... RATE AMOUNT BALANCE
06/30/1999 Balance forward 157.50
07/07/1999 Legal Display/NOTICE 1 157.50 157.50 315.00
07/13/1999 PMT #157262 -157.50 157.50
R 51’. @ﬂ
X\ W
o XY \
o | D
1462 3 1998
1-30 DAYS PAST 31-60 DAYS PAST 61-90 DAYS PAST OVER 90 DAYS st
‘ CURRENT DUE DUE DUE PAST DUE AMOUNT TDUR
/
157.50 0.00 0.00 0.00 0.00 $157.50

=




. ®

ﬁLEM]NGSBURG GAZETTE

PO BOX 32
‘LEMINGSBURG KY 41041-0032

606-723-5161/EXT 25

TO:
DELTA GAS
NELLE WALLER
3617 LEXINGTON RD
WINCHESTER KY 40391-9797
219
DATE : DESCRIPTION
05/31/1999 Balance forward
06/16/1999 PMT #156297
06/30/1999 Legal Display/NOTICE
JUL - 6 1999
1-30 DAYS PAST
CURRENT DUE
157.50 0.00

31-60 DAYS PAST

INVOICE-STATEMENT

DATE
6/30/1999
TERMS AMOUNT DUE
Due on receipt $157.50
QTY/COL INC... RATE AMOUNT BALANCE
60.38
60.38 0.00
1 157.50 157.50 157.50
Ta ;[,\ ‘ ‘L-‘
112 1950
PR L L
61-90 DAYS PAST  OVER 90 DAYS
DUE PAST DUE AMOUNT DUE

/

0.00 0.00

i

——
$157.50




/ ®

7
The Jackson County Sun, Inc. I“VOlce
P. O Box 130 DATE INVOICE #
McKee, KY 40447 —~—
%/99) 10563
BILL TO
Delta Natural Gas
3617 Lexington Road
Winchester, KY 4039)
P.O. NO. TERMS N PROJECT
QUANTITY DESCRIPTION RATE AMOUNT
63 | legal notice 4.50 283.50
o4,
Wé
A—,
&7 Pt (8 ). |
J g3 S
[0S6™ A LS
_ N LA
| /0573} 286D SO 3 (iw“v

105 D%

P

/.

KMM&@@

{J E 5- PR XN XS 0

%3 5

O

«’\ i ~

$283.50
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’// ‘

'// The Jackson County Sun, Inc. I"VO'Ce
1;.‘ (2( Bo:; 1\?040447 [ _DATE. INVOICE #
cKee T
. ’ ( 7/15/9y 10573
BILLTO
Delta Natoral Gas
3617 Lexington Road
Winchester, KY 4039)
P.O. NO. TERMS PROJECT
QUANTITY DESCRIPTION RATE AMOUNT
63 | Legal Notice 4.50 283.50
20339 1599
Do
. c’r‘-u‘-‘-u-tm‘
@ ;
Total /@/ $283.50
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The Jackson County Sun, Inc.

P. O Box 130
McKee, KY 40447

BILLTO

Delta Natural Gas
3617 Lexington Road
Winchester, XY 4039)

Invoice

[ DATE INVOICE #

199 10538

B
P.O. NO. TERMS PROJECT
QUANTITY DESCRIPTION RATE AMOUNT
63 | Legal notice 4.50 283.50
T =
. -1
by
<4
Pl D

9530108

Ty

¥ el vancans o

-

Total ‘Q / , $283.50
]




/4 HE JESSAMINE JOURNAL

NICHOLASVILLE, KY 40340-0008

P.0.BOX 8
y " (606) 885-5381
- (606) 887-2966 FAX
A REPUBLIC NEWSPAPER

o OELTA NATURAL. GRS

o LoBELT |...|?.X.T.NGTON ROAD

‘ : - WINC%-H{.STER Y 40;’;93..

o : . PAGE NO. 1




- STATEMENT
. //?'/ | Date T/ 19 FF

36/7 Kex, wotorw Bd.
M) wehes+e 5. /gy. A/ O3G/~G 7T

THE LESLIE COUNTY NEWS

VERNON BAKER, Publisher

P. O. Box 967
Ph. (606) 672-2841 Hyden, Kentucky 41749
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_exington Herald-Leader Co.
Federal Id No. 61-0259090

A KNIGHT-RIDOER NEWSPAPER
100 MIDLAND AVENUE a8 CLASSIFIED )
LEXINGTON, KENTUCKY 40308- 1999 INVOICE
(606) 231-3 100 if you are paying an amount that is different from

the TOTAL DUE, please explain the difference on
a separate sheet and return it with your payment.
If you need to report billing errors, or have

F ACCOUNT NO. ) ( BILLING DATE J questions about your account, please call:
(606) 231-3119 or 1 800 274-7355, ext 3119
6067446171 07/23/9% k (606) 231-3122 or 1 800 274-7355, ext 3122J
(( MAILPAYMENTTO )
Dept CL
gg ]L;ALEIQ}HEQ%NGQS . co ;geelgxiggéon Herald-Leader Co
WINCHESTER ! KY 40391 Lexington Ky 40584-0300

THANK YOU FOR YOUR BUSINESS PLEASE KEEP THIS PART FOR YOUR'RE

/ AD NUMBER |CLASS| DESCRIPTION | Rep |::STARTED| STOPPED TIMES"" K

CAMOUNT . )

-
‘x

C)‘

—

TR24038833 | L556 NOTICE.).038833“852*"06/30/99 07/14/99 37| 107 251N

1934.49

WA
% R

/]

~ DATE DUE -}

THANK YOU .FOR USING HERALD- LEADER CLASSIFIEDS”-:,

TO PLACE A CLASSIFIED AD,. CALL: 233 17878 '0
CALL TOLL FREE, 1-800-933-7355; ,.;
:(M F) 30 A M. - 5:30  P:M.-2(SA

4491 07)30/1999 .17

AEAAr AL AL AT e R ]




+..ANSACTION  BALANCE "~ A
7 06/30/99 Balance forward 96.05
07/01/99 INV #1469 - Adjustment to Rates 258.49 354.54
07/08/99 INV #1591 - Adjustments to Rates 258.49 613.03
| .07/ 15/99 INV #1706 - Adjustment to Rates 258.49 871.52
07/27/99 PMT #157800 -96.05 775.47

\ i
\ :

Qb

Lo

NIy e

- 1-30 DAYS . | . 31-60 DAYS .- 61-90 DAYS OVER 90 DAYS
PASTDUE - PASTDUE - - "~ PAST DUE - - PASTDUE
’—/-—"'——'“'\, o

775.47 // 0.00 0.00 0.00 0.00

MANCHESTER ENTERPRISE /103 THIRD STREET / POST OFFICE BOX 449 / MANCHESTER, KY 40962

179 (4199)




 ~WSPAPER REFERENCE 12[13}14[ DESCRIPTION-OTHER COMMENTS/CHARGES :gl Z’,‘Llizozgmﬁ ;';l éx‘f RUN 9] GrasS AMOUNT h)LNEYAMOUNT
i PREVIOUS BALANCE .00 .00
‘ i LEG1 NOTICE GAS RATES 4X 12.25 1 382.20 382.20
/// 49.00 7.800
9F7/01 AFF1l AFFIDAVIT CHARGE 0X 0.00 1 5.00 5.00
.00 5.000
D7/08 LEG1 NOTICE GAS RATES 4X 12.25 1 382.20 382.20
49.00 7.800
07/15 LEG1 NOTICE GAS RATES 4X 12.25 1 382.20 382.20
49.00 7.800
8 oA
{ A
NG
&, (\%/1\\ A
'/\ " \G] A { ‘......’)
\/ Q _‘(;J l,!}JG g sn
> j) " fgdg
Mo
(2
¢ u ED |
AUG - 2 1999
TN
STATEMENT OF ACCOUNT  AGING OF PAST DUE AMOUNTS 09 /
] CURRENT NET AMOUNT DUE 2] I0DAYS O DAYS OVER 90 DAYS ~UNAPPLIED AMOUNT < TOTAL AMOUNT DUE
1151. .00 .00 .00 / 1,151.60
NEW RA EFFECTIVE SEPT. 1, 999. SEE YOUR ADVERTISING REPRESENTATIVE FOR . .
DETAJALS.
.'\\ *UNAPPLIED AMOUNTS ARE INCLUDED IN TOTAL AMOUNT DUE
T4 5] ADVEéTISER INFORMATION
7 1] BILLING PERIOD " 6] BILLED ACCOUNT NUMBER 7T AOVERTISERICLIENT NUMBER 7] ADVERTISERICLIENT NAME
7206 7/01/99- 7/31/99 \ 1542 1542 DELTA NATURAL GAS CO

MAYSVILLE NEWSPAPERS, INC. ifyou hajve questions, please call (606)-564-9091 BILL

/
— t e el emmam s e s e memM Tmamms SR BT Sl L SANT COM SRR Al A RN




ODLESBORO DAILY NEWS
/ P.O. Box 579 INVOICE
@ o i o R e
Fax (606) 48-7614 ")

TDELTA NATURAL GAS CO.
3617 LEXINGTON ROAD
WINCHESTER, KY 4039210000

.. ADVERTISER/CLIENT.NO.. **

- NAME OF ADVERTISERICLIENT "~~~ ")

(606) 2481010
FOR INVOICE INFORMATION CALL b

A} NG T CHARGE R CREBTS LA e oAl L SBILLED e INET
MR B NUMBER 22 T DESCRIPTION/PRODUCT COI ; ‘ - AMOUN i
A o Elﬁffﬁfv'ut..' FERWARD— ' +F35R0—
$/16| MDD 200 | FAYMENT - THANK YQU 132’;. 20~
4730 MDD 480 | LEGAL. ADS AX14.00| 1| 42.00 8.45 - 5%, 90
N CONTRACT | SIZE FERIOD C—-T0-DATE
ROF CON | 150.00 I 1258, 01

w i § RECEIVED |
JUL - 21999

J
. N
R T TR e e s AGING v LT o S s e R e, —~\
30 DAYS 60 DAYS 90 DAYS NET AMOUNT
“e 00 .00 . 00 §, 354.90 )
‘ . L/

AVE A GREAT .DAY! 1!
ILLING 777 CALL GINA @ 606—-248-1010
MOUNT DUE RY 7/15/99. ACCTS NOT FAID IN 30 DAYS WIiLL EE CHARGED 1.3%
HICH I8 EQUAL TO 18.0% FER ANNUM.

THIS PORTION
e

§ DETACH AND RETURN




MIDDCESBORO DAILY NEWS
P.O. Box 579
Middlesboro, Kentucky 40965-0579
Phone (606) 248-1010
Fax (606) 248-7614

(__INVOICE NO.

v

INVOICE

PAGE

BILLING DATE: . . .|’

BILLING PERIOD: ¢ .. " -

_

P/BLAGD

PIOL/PD -

™
?/31/?9)

" BILLED ACCOUNT

’ (- BILLED ACCOUNT:NO:+* ;' : ADVERTISER/CLIENT-NO:: .~}
DELTA NATURAL GAag CAO. K, 481845 )
B6E1L7 LEXINGTON ROAD
WINGHESTER, KY FOGTLO000 (- - NAME OF ADVERTISER/CLIENT " /47 . .17
_ J U )

FOR INVOICE INFORMATION CALL P H06)

»y .
-.') ot}

31010

'CHARGE OR CREDITS:
ESCRIPTION/PRODUCT,C

701
707
A1
20

M
MD
M

480
480
Faele)

CONTRACT

RO CON

BALANCE
LEGAL
LEGAL.
FaYMENT

SIZE
180.00 1

FORWBRD

ADS
ADE
- THANK YL

FERTOD

31 4. 00
BXL 4. 00

T O DATE
1258, 01,

42,00 8,45
42.CG9 8.4

34, 90
354,90
354, 90
354,90~

S—
— RECEIVED
AUG - 5 199

TIRAE, e b g
FelE WA e

LA VR VAGING T o T e e v
30 DAYS

60 DAYS 90 DAYS

- TOTAL AMOUNT:

709, 80 J L¥ |

30 DAYES WILL

T VANET AMOUNT

709 . 80 1}

HwTH,

« QO pele] « GO

CH FOR TIMEFIECES COMING SQON 1114
LING QUESTIONS CALL GINA & 606~248-1010
UNT DUE BY 8715799, ACCTS NOT FATD IN
CH T8 EQUAL TO 18.0% FER fNNUMu

BE CHARGED 1.3% FPER

DETACH AND RETURN THIS PORTION WITH YOUR PAYMENT

HER CHARGES/CREDIT LEGEND . )

§ DETACH AND RETURN THIS PORTION §




®

7
WL Slerling Advocate
40 5 Bark Shes
Fo Bow 406
AL Sherding, KT
Fhorie: (G067 4252220

\

N

© Délta Matursl Gas Crnpst e
G617 Leangton R d.
WINCHESTER, kv 4039

ORS00

N
Tl oy \1

Phane D ROEYT
Ombe o 07254

Fage o

EAN
. - | L : .
Date Refergwed Type Preseript on CRlane | Lines ; i b j Fotal
E— i e

a0 ag BT 0ET - i

235 5 egal

L eend

......

anaks

Sub Toled:

Discounts:

N ST T

Tota! Due:

.00 1-30 13392

- [Cmm&

31-64 (.1 61-94 .40




*
. . - . .
s

*REWS JOURNAL
WHITLEY/CURBIN
F.0, BOX 418

1ANSRURG, KY 46769
) 543-8643

INVOICE AND STATERCNT
Advertiser: DELTA NATURAL GRS CU

4282 DELTA HATURAL GAS CO
3617 LEXINGTON KD
WINCHESTER, KY 48391-9797
ATTH NELL C WALLEK
FILLING DAIE  @6/38/93
Invoice # 49996

DATE  PRPER ACCOUNT / RUN DETAIL INCHES RATE AHOUNT
BALANCE FROM LAST STATERENT 178.13

86/18/33 Payment SUBSCRIPTION 8.98 .48 -22. 08
86/18/93 SUBSCKIPTION 8.8 G.4ob 2¢. B
#6/18/99 Payment 8.8 0.990 -178.13
86/36/93 WHIZ CLASSIFIED FUB NOTICE 8.60 .86 A2, B

‘ PAID

L 12 1899

ﬂ;/ end %md/

atul ol
Y et it

cafted
. Should you have any questions
please call JOYCE  543-8643
CURKENT 38 DAYS 66 DAYS 96 DAYS (1IN

428. 04 8.68 8.88 8.68 420.90




B

NEWS <JOURNAL
WHITLEY/COREIN
p.0. BOX 418

’ ANSHBURG, KY 48769
949-8643

INVOICE AND STATERENT

Advertiser: DELTA NATURAL GAS CO

DELTA NATURAL GAS CO

3617 LEXINGTON RD
WINCHESTER, KY 48331-9797
ATTN NELL C WALLEK

4282

DATE  PAPER ACCOUNT / RUN DETAIL
BALANCE FROM LAST STATEHENT
86/18/93 Payment SUBSCRIPTION
86/18/99 SURSCRIPTION
86/18/99 Payzent

CLASSIFIED PUB NOTICE
CLASSIFIED PUB NOTICE
Payment

CLASSIFIED PUBLIC HOTICE

e

86/38/99 WHIZ
87/87/99 WHIZ
87/14/99

‘14/99 WHIZ

.Should you have any questions

please call JOYCE 549-8643
CURRENT 38 DAYS 68 DAYS
840,60 .00 B.68

BILLING DATE  87/31/99
Invoice # 58395

INCHES  RATE  AMOUNT
178.13
8.08  8.000 22,08
8.68  8.606 22,68
0.00 6.898  -178.13 3
8.88  ©.886 428.88° >
5.80  8.888 428,80 - 720XE =
8.88 8.806  -426.86
8.88 8,908 428,08
,' ,:ii‘;. i {_:)
AL IR Y
98 DAYS
2,88 848.60




-

' Ncwspapu Holduwm Ine.
ISTATEMENT o 600-784-4116 or B00-247-0142

{

‘lle Morehcad News - Pub. 1 lhc \h()ppm“ Ncws/l\/lemlcc Co. '\'cws - Pub. 2
Gravson Journal Enquirer/Olive Hill Times - Pub. 4
Greenup County News-Times - Pub. §
The Carlisle Mercury - Pub. 6 \quuv Plus - Pub 7

INVOICE/STMT. N

\cCouNT [ - 70204
NAME DELTA GAS e PAYMENT TERMS
ATTN: NELL WALLER (__JUNE 1999 NET 30 DAYS
3617 LEXINGTON RD
WINCHESTER KY 40391 Please refer to above newspaper names
VERTISER and publications numbers when reading
CLIENT 5 P . .
NAME PUB (2nd) column of your statement.

249 .38 249 .38+

06/ 11 PAID ON ACCOUNT

61| PA)
oe/2% 1 LE(g LEGAL ADVERTISING 03X 15.3¢ 4% .50 5.250 244 .13 244 .13
06/30 2| LEG LEGAL RATE O3IX 15,5 4¢..50 3.500 162 .75 162.75

VAV KL
‘ \&W b

RECFEIVED |
JUL - 2 1999

it i s e,

YRAENT- NET:AMOUNT .

- SERVICE CHARGE

- AMT; UB, 7O SEAVICE CHG..

47, .PAYMENTSICREDIT

PREVIOUS BALANCE " 5.7

406 .88

249 . 58

249 .38

SERVICE CHARGE |

~ CURRENT MO THANK YOU FOR YOUR BUSINESS. IF YON

“ QUESTIONS ABOUT YOUR STATEMENT, PLEAS




; 4 FUINN e 31 BUivr ey AU
) . _16“10"““,_\ sen (o™ ?}.A '103\131 s . ouy A i

» _~Newspaper Holdings, Inc.
2 \l,hiUthuad.x\\ 1351 INY ()/(/ IST7 \//ﬂ]/ \I

& S, PP

] (v()(] -184-41 H) or M‘l 747 (yH7

. ~lorehead News - l’ul).j\
Grayson Journal Enquirer/Otive Hill llmcs - l’ul). 4
Greenup County News-Times - Pub. 3
The Carliste Mercury - Pub. 6 \lcum Y Plus - l’uh 7

\c\n . i‘ub. .&

ACCOUNT

'DELTA GAS

NAME
ATTN: NELL WALLER | FW’ESNO'O&‘\RQ“S
3617 LEXINGTON RD :
WINCHESTER KY ) .
Please refer to above newspaper munes *
’ZEER?ER and PUthdlKH]S]lUHIhL.S\\ﬂL'llkddlngi
NAME PUB (2nd) column of your statement. |

7 CHARGE ;OR CREDH
Escmpnonivuoyuc
[ -l U oL U |
07706 1] LEG LEGAL ADVERTISING 30X 15.5@ 46 .50 5.250 244.13 244.135
07/07 2 LEﬁ LEGAL RATE 30X 15.5@ 46 .50 3.500 162.75| 168.75%
C7/13 1| LEG LEGAL ADVERTISING 30X 15.50 46 .50 5.830 244. 13% E44.13§
07/14 2| LEG LEGAL RATE J0X 15.50 46 .50 3.500 162. 7q‘ 162.75;
i i
1 4\_ H
4V} NM‘»
Ah b’ f ('(V‘u' Lf(,'/;‘% I
b/l:/j \a;.""nf\ i
L’ ‘\ l/ E i
r |

£, PAYMENTSICREDITS 33

406 .88

+ PREVIOUS BALANCE 7.7+

406 .88




y Wv——aw'

i ortm bt kS EE T A A

“»++. Balance forward . . A
"INV #155 - Notice-Rates’ s .
. INV #184 - Notice-Rates _ 254G 30 , 792.00

S 0715099 "INV #211 - Notice-Rates

© s AR LT T

b

TRANSACTION .| AMOUNT  BALANCE

- .. 0.00. .-

396.00 %
39600 - © 7 1,188.00 ¢

e RASS N

CURRENT

]
i
!
i
{

© 1997 INTUH ING. # 106 1-8U0-433-8810

1,188.00 |

179 (4/99)

1-30 DAYS
PAST DUE

PINEVILLE SUN APOST OFFICE BOX 250 / PINEVILLE, KY 40977 / {606) 337-2333




tEETETTELELLE

¥R -gf-’rgq-é‘-t--‘--r-xﬂ";qg X FE X XTFTRFTFES

Wz 16.00% ANKUAL SERVICE CHARGE GN PAST DUE BALAMCES

7 2 ACCOUMT STATUS &5 OF THIS BILLING -=-~~"~~ e
OYER 3_0 DAYS OYER 60 DAYS QvER 90 DAYS BALANCE MOW DUE

ST »x:s?m;;gsggg% 0g, 0.00

ADESCRIEE

v :‘“ et
; .; NRaK e
S i OB

T *¥BA O Bal Fwd. BaLANCE FORWARD
“JUL: 7 045831597 3X12Z LEGAL MOTICE RR RR - 360
AJUL 14 04531 597 3X12 LEGAL NOTICE RR ‘R 36.0

240,58
69 240.54
69 240.54

“ ot TOTAL DUE

s .

"REGENED | -
NG 61999

i 1

O

PAID

AUG 1 6 1009

3

P
AL Y Ty v

v

B PAY THIS
AMOUNT
Co

s , ‘f).' Gl
iV -.9.{495;!%&5’




AR T R

PO

AND RETURN UPPER PORTION WITH YOUR

' / PLEASE DETAC MITTANCE
' ,ﬁPERREFERENCE DESCRIPTION-OTHER COMMENTS/CHARGES I aebRirs | | ™ESEUN | GROSSAMOUNT |  NET AMOUNT
‘ PREVIOUS BALANCE 84,94
FO01 PLG PISE  [PAYMENT — THANK YO CK-156654 By, R
001 LEG I RATES 5.0 7.0 1
SE 8250 5.57C A4TEL G5 GFE 4%
memereem - QCCOUINT  SUMMARY e
PAYMENTS B4 LN
ADJLISTMENTS
DISCOUNTS
CHARGES LT F 45
SALES TAXES

..........

KATHY  JONE:S

qi?.. IREKDE"VE

JUL 71999

»

'%8%

)
—

i
¥

.

JENT OF ACCOUNT AGING OF BJ\ST DUE AMOUNTS

1211 4l
QJBRENT NET AMOUNT DUE \ 30 DAYS 60 DAYS OVER 90 DAYS * UNAPPLIED- AMGUNTE &/ l~ ~ ‘/ TOTAL AMOUNT DUE
'f' 4T E 4% 0. Q0 0. 00 0. Q0 O S 5. GV 45
Sentlnel-Echo , 123 W. Fifth St. @ P.O. Box 830, Londan, Ky. 40741
o & . Phone 606-878-7400 e Fax 606-878-7404
2 St ) ADVERTISER INFORMATION _ \ /
it e BILLING PERIOD BILLED ACCOUNT NUMBER ADVERTISER/CLIENT NUMBER ADVERNSER/CLIENT NAME i
- 1848 UNE , 1999 G10943 Q10943 DELTA NATURSTGAS
e




. PLEASE DETIQ\ND RETURN UPPER PORTION WITH YOUQEMITTANCE
DATE NEWSPAPER REFERENCE DESCRIPTION-OTHER COMMENTS/CHARGES [eibiRirs | | "™ESBUN | GROSS AMOUNT [ NeT amounT
5/ B CREVIOUS BALANCE 47 E 45
F/200 001 PLG PISE PAYMENT - THANK Y0 CK-157% Q75 e
TAQ7| GO1 LEG T R&T 5. Q17 .G 1
SRR 214 05 .o 5.57C GFB .45 4T E 45
/7 o022 LEG I ROTES 5.t 7 LG 1
' o SE a85.0 5.570 H4F3L45 47545
e ACCOUNT  SUMMARY e
BAYMENTS RER
; BOJTUSTMENTS
: CPISCOUNTS
:  CHARGES 946 .90
; SALES TAXES . . |
? KATHY JONES A f
RECEIVED ] | )
B
AUG - 5 1999
S PAID
_‘Il%f o—" sy e g
ENMIIORACCOUNT AGING OF PAST D\ug AMOUNTS ENE N VRN -
CURR! ‘NET AMOUNT DUE _ 30 DAYS i 60 DAYS OVER 90 DAYS | “UNAPPLIED AMOUNT TOTAL,AMOUNT DUE \
[ 946,90 |7 \ ©0.00 . 0.00 0.00 ' 946 .90
ie|Sentinel-Echo™ " 123 W Fifth St. » P.0. Box 830, London, Ky. 40741 : .
[ | Phone 606-878-7400 ¢ Fax 606-878-7404 : : o /
- y ADVERTISER INFORMATION N s
- BILLING PERICO BiLLED ACCOUNT NUMBER ADVERTISER/CLIENT NUMBER ADVERTISER/CLIEN ]
TULY , 1999 010943 Q10943 DELTA NATURAL GAS




s 097126
‘NVOICE
Sold To t} QS~&N\/ wpf;vrf\—*@*%

Address

e
‘ -| City, State, Zip / \
|

TR Thee foo¥h Toaddl )
City, Z:eZi Pb 6‘4‘ SS7) )
[ AReadbole ¥ 4i31) _/

Custver Order No. Sold By Terms F.O.B. IV
.. - | .PRICE~]

ORDERED'| SHIPPED[$"" " -~ -DESCRIPTION®=if - - - - - UNIT | AMOUNT

L-3p 349 — A3 /m)i—
whil 3417 /S i—

=Y

R | :
| R L uﬂv’/#\\) .
NI WAV % -

- i
RECEIVED e
JUL 2 2 1999 »/ 3
' -// ...... }
— /
N
\L/ﬂ} B s —
EAdams DC5848




‘/6150/?9 THE TIMES-TRIBUNE TNVOTCE/STATENENT
//’ 201 MORTH KY BTYREET Copy No. 1

' PO OBOX 514 Fage Mo, 1
CORBIN KY 40702-0514

CUSTH - ‘_,‘,541 07

DELTA NATURAL GAS
ATTN: - JEFF STEELE’
3617 LEXINGTON RD.
WINCHESTER KY 40391

ON QUANTITY RATF Tax ﬂNUUNT '

YOUR ACCOUNT, #*****
MENMT CARBON COFY EE 2 S8y 4

Xkkk¥k FOR FROMF
KRR FLEASE INCLY

Mo i
i

BALANCE FORWARDL 00

}506L702 06/30/99 LEGAL AD TT L 39.001 7. 1/00 .00 279.63

RECEIVED

!
® ] JUL - 71939 !
R |




/ ®

),/99 THE TINES-TRIBUNE INVOICE/STATERENT
) 201 NORTH XY STREET Copy Mo, 1
P 0 BOX 316 Page No. !

CORBIN XY 40702-0516

CusTH LY 2}

DELTA NATURAL 5AS
ATTN: JEFF STEELE
3617 LEXINGTON RD.
VINCHESTER KY 40391

INVOICE  DATE  DESERIPTION BUANTITY  RATE 18X ANDURY
1is8ts  PLEASE INCLUDE ENCLOSED STATEMENT COPY s3uius
TEE4E FOR PROMPT CREDIT, THANK YOU 131444
BALANCE FOR¥ARD 279.63
3071702 07/07/99 LEGAL AD TT 39,001 7.1700 00 219.43
3071702 07714799 LEGAL.AD TT 39,000 7.1700 J0 2983
ON-ACCT 07/20/99 PAYNENT RECEIPT 0 L0000 £00 279.63-

At

CURRERT 30 DAYS &0 DAYS 90 DAYS  PLEASE PaY -l) 398,26

399,26 00 D0 «00
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CLASSIFIED ADVERTISING INVOICE

Winchester Sun DELTA NATURA. GAS COMPANY
NEE WALLER
Your Customer Number: 37

AR T N,

DT, K

Street P.O. Box 4300 Winchester, KY 40392 744-7253 FAX: 745-0638
' Salesperson: ALB 744-6171

I

—

_ )

s e

PREVIOUS BALANCE: 0.00}:

Ref. No.

ot T L

Ads and Charges Stant Stop Notice Ref/P.O. No. Amount

171

3X13.50 RATE CHANGES 06/30/99 06/30/99 1st
Original charge- 1 insertions _—
Ad changed or renewed 1 33844
Final insert. Wincheste 06/30/99

NS N

NEW CHARGES: 338.17

-
Payments and Credits \_—//

e WX T us‘;“ﬁ»‘: S

R

TR

T

A — -
TR i e o S e e R R AN T M

§ Ve ¢ s

} i S PTER
§
"
i1 -
h 2
3 i
§ ]
:
§ X

i
B lgf
U aad T KA b, e o N e N e L5 00 e ST i, 0L 2 R L a2 o 2, b L A A S T G0 P R N7 R N Yy T e CommCeTEmr YA
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Y

CLASSIFIED ADVERTISING INVOICE ;

~The Winchester Sun DELTA NATURAL GAS COMPANY
NEE WALLER i

Your Customer Number: 37 ’

20 Wall Street P.O. Box 4300 Winchester, KY 40392 744-7253 FAX: 745-0638 ~ From: 06/29/9¢ to 07/15/99 K
Salesperson: ALB 744-6171 N

;

&

i

.,
|
&
H
B

v

PREVIOUS BALANCE:

338.171;

Ref. No.

Ads and Charges

Start Stop

Notice Ref/P.O. No.

Amount fi

172

N T g

* ST

3X13.50 RATE CHANGES

07/07/99 07/14/99

1st

Original charge- 2 insertions 06/30/99 338.18
Ad changed or renewed 06/30/99 /338-.46 i
Issue Winchester Sun 07/07/99 07/07/99
Final insert. Wincheste 07/14/99 07/14/99 / g
; NEW CHARGES: / 676.34 %L
g |
’% Payments and Credits i
; ’*
é b
| JNEY '
? 5 ;
g "/\9*K ;
e v ;
! U e f
I W
:
§
) !
! .
|
= :
i '
| !
5 f
! i
{ vl
EEEET 4




B .
v ; L e .

‘ ,_!‘lonaICIty‘w “ ACCOUNT SUMMARY: Previous Balance $91.44
yd Payments/Credits $91.44
~Account number 5476 3240 1000 6276 Purchases/Debits $159.74
gredit Limit $2,000.00 Cash Advances $0.00
vailable Credit $1,720.00 Finance Charges $0.00
« Available for Cash Advance $1,720.00 Other Charges $0.00
+ Days in Billing Cycle 29 New Balance $169.74

- Statement Closing Date 06/02/99

EEHANSACTIONS] ¥

Tran Reference Number Description
* Date _ V)(i

— 05/18 60410194B5F59SR34 OFFICE MAX 00008292 LEXINGTON KY / o
05/18 68483824AAFFNDO049 WM SUPERCENTER SE2 WINCHESTER KY

- 055 85482304KX2G6ADDF PAYMENTS-THANK YOU LOUISVILLE KY 91.44CR
Rate Type MONTHLY CORRESPONDING ANNUAL FINANCE AVERAGE

PERIODIC RATE* PERCENTAGE RATE CHARGE DAILY BALANCE

Current Purchases 1.450% 17.400% $0.00 $0.00
Current Cash Advances 1.450% 17.400% $0.00 $0.00
BLENDED ANNUAL PERCENTAGE RATE: 17.40% ‘
“THIS RATE MAY VARY “ 3 =

CUSTOMER SERVICE 1-800-282-7541
CUSTOMER SERVICE PO BOX 2349 KALAMAZOQ M! 49003-2349
Notice: See reverse side for important Information on your account and ils renewal.
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JUN 2 l 1999
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ECIAL TRANSACTION RECORD
o GEOE 6= /699

%s:tpem Wm&é A (Qm B ffwl/ 5

ADDRESS o

%i‘%/ 7

Nt P/Xzﬂﬂ

X//*/fFS?ZE/I /’ 15 77’///5/ l/mo/

CUSTOMER PHONE NUMBER

: 7 Y- 6/7/

METHOD OF PAYMENT

DATE PURCHASED

CUSTOMER REDITS ISSUED
CANNOT BE REPLACED IF LOST OR STOLEN
‘[JC.OD./LEASE SALE
4E uT: _ C.0.D. / LEASE PAYMENT -
!EC!A_ ORDER SALE
PECIAL ORDER PAYMENT
El SPECIAL ORDER CANCEL

[Jc.0.D. / LEASE CANCEL . .
[J CUSTOMER CASH REFUND

EI POST VOID (|PV)

El FOHM SALE i

""[J CUST. CREDIT CARD REFUND

* [J CUSTOMER MAIL CHECK REFUND
] MERCHANDISE CREDIT |
] CUSTOMER EXCHANGE

jDESCRIPTION/EXPLANATION .

v.'éﬂwﬁ/ - 77%%%%

-.\/0(4(’1 ]‘ f)/wgq,- L _':"_'_i

BN FTEUST N

ORE | WHITE — CUSTOMER / PINK

. DfficeMax #8816

g 100 Richmond Mall o

“Richmonds KY 40475 {606)624-4437
ORDER BY PHONE 1-800-788-8080

'DELIVERY 0816 00001 65993 06/17/99
SALE : 199199 08347 AN
STR & 122568
55009968 § P RICHARDS - -479.70.
: 30 @ $15.99°
30 ITEMS  SUBTOTAL 479 70
47970 ky  TAX 6.000% 78
Co TOTAL 650848 .

,XX)(XXXXXXXXXBBS HSTRCRY 508.48

We Go to the Hax\For You! W

{5 (l tﬁ 9JLJJJL’/T

M: 72 b

C e

" o1998 OMX, Iﬁc."‘fj;’{‘."
[



ff1cenax tB:?
A 00 Sll’ E'arton uay

': }4{98"

(606)2563- 4a00

07/01/99
© 09223 AN

Associate 52
Store #0042

06/94/’99 14:5¢
Reg $004 Tran #2484

SALE FOS Version 4.0¢
7897317002 FILE,EXPANDI  B.99
HFG. LIST $ 11,77
78977002 FILEEXFANDI 8,99
MFG. LIST $ 11,77
TROTIEITO EX FILE 12X1 8,99
HFG. LIST $ 9,63 -
7897I91TT EX FILE 12K1 10,49
MFG. LIST $ 12,04
2120059251 NGTES,POST-T 14,97
38 4.99
NFG. LIST ¢ 2,33
7251205405 ERASER,HECH 2,49
MFG. LIST ¢ 3.40
7251205949 LEAD,PENTEL, 1,59 i (3/tﬂ
HFG. LIST $ 3,00 ’ﬁ?
7251203705 REFILL,ERASE 1,29 (_a ﬂjt n Czl/'/
MFG. LIST § 1.0 /f)
7251203705 REFILL,ERASE 1,29
HFG. LIST $ 1.4
7251205405 ERASER,MECH 2.4
MFG. LIST $ 3.40
7218211133 1-8 TR LASR  75.11

/e .

343029
43 &

KFG. LIST ¢ 2,38

7278223078
g e

MFG. LIST ¢ 2,38

7891080741
40

MFG. LISY % 28,00

KY &% SALES Tax

ACCOUNT NUMBER
EXPIRATION DATE

HASTERCARD
APFROVAL CODE

CHANGE

Shop

INDEX 8 WRITE-D

2.59

769 %

1AL
1.59

INDEX, 8, WRIT
1.5

qINﬁEr,DR,LE
11.9%

SURTOTAL
TOTAL

34756324010

024719

us online at

ww, of ficedepot . com




,onaICily® revious Balance $10v.14
- payments/Credits $159.74
‘,«':Eount number 5476 3240 1000 6276 Purchases/Debits $1,774.48
“credit Limit $2,000.00 Cash Advances $0.00
6able Credit $225.00 Finance Charges $0.00
: llable for Cash Advance $225.00 Other Charges $0.00

. Days-in Billing Cycle 30 New Balance qb $1,774.48

. Statement Closing Date 07/02/99

. ETRANSACTIONS.

Tran Post Reference Number Description N
+ Date Date )ﬁy (,9 \) /13607
. 1 :
- 06/03 | 06/03 68483824SAFP4SMFH WM SUPERCENTER SE2 WINCHESTER KY\ (Vﬁ( Y ."‘39.09
06/02 | 06/03 68483824 TAFNNATFS WM SUPERCENTER SE2 WINCHESTER KY G206 12072
—~ 06/07 | 06/07 68483824YAFRY1Q72 WM SUPERCENTER  SE2 WINCHESTER KY Gt

OFFICE MAX 00008292 LEXINGTON KY [ 18¢0
OFFICE DEPOT #42 LEXINGTON KY
OFFICE MAX 00008169 RICHMOND KY (,86 C7

 06/09 06/09 | 604101951 5F69SRZG
© 0609 06/09 | 604447451 4JXXWDXQ
* 065 | 0615 6741019575F58K3GF

* 06M5 06/15 684505058040$Z1Y0 GAUNCES MARKET WINCHESTER KY 2 vy G
— 06/21 06/21 854823056X2GGAEGN PAYMENTS-THANK YoOu LOUISVILLE KY 159.74CR
AN
Rate Type MONTHLY CORRESPONDING ANNUAL FINANCE AVERAGE
PERIODIC RATE* PERCENT. AGE RATE CHARGE DAILY BALANCE
Current Purchases 1.450% 17.400% $0.00 $0.00
Current Cash Advances 1.450% 17.400% $0.00 $0.00
BLENDED ANNUAL PERCENTAGE RATE: 17.40%
*THIS RATE MAY VARY
RECEN .
JUL 1 7 iy
i
]
CUSTOMER SERVICE 1-800-282-7541 Pt : ,3 Atatv

CUSTOMER SERVICE PO BOX 2349 KALAMAZOO M 49003-2349
Notice: See reverse side for important information on your account and its renewal B}
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SPECIA TRANSACTION RECORD

12?4 9

ASSOCMTE NAME

EONE

&5

17 LEXABTR) fdD

/ 'rfésrefn //(:/i/?‘//f/cf/ 4()%?/

o fe
Upng
N

CUSTOMER NOTICE: MERCHANDISE CREDITS ISSUED
CANNOT BE REPLACED IF LOST OR STOLEN.

» [ €.0.D. / LEASE SALE
"1 ¢.0.D. / LEASE PAYMENT
. []¢.0.0. / LEASE CANCEL

uT: ccw
ORDER SALE .'

DATE PURCHASED

METHOD OF PAYMENT

ﬂ\‘(

100 Richuond #all ‘
(6061624-4437 )

Richmonds KY 40473
ORDER EY FHOME 1- -800-788-8020

£3030  06/15/99

GELIVERY 0814 00001
199199 12019 FM 