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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

1. In the same format and detail as per page 112 of the Company's 2003
FERC Form 2, provide Delta Natural Gas Company’s actual equity, long-
term debt (including current portion) and short term debt balances for each

month-end in 2004 through May 31, 2004. In addition, provide similar
actual balances as of June 30, 2004 as soon as this has become
available.

RESPONSE:

See attached.

SPONSORING WITNESS:

John F. Hall
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

2. With regard to the response to AG-1-4b, please specify how and where in
the calculations of the pro forma annualized depreciation expense of

$4,045,073 on Hall WP-5.1, pages 1-3, the amortizations of the Tranex
and Mt Olivet acquisition adjustments are reflected.

RESPONSE:

They are not reflected on this schedule but D
that they should have been.

elta agrees for comparability

See Revised Schedule 5 and Hall WP-5-1.

SPONSORING WITNESS:

John B. Brown



Schedule 5

Delta Natural Gas Company, Inc.
Depreciation Adjustment
Test Year End 12/31/03

Line No

1 Depreciation Expense Hall WP-5.1 4,033,073
2 Per Books 4,190,504
3 Adjustment (157,431)

Page 1 of 1



PLANT BALANCES AND CALCULATED DEP

DELTA NATURAL GAS COMPANY, INC

AS OF 12/31/03
PROPOSED RATES

ACCT

NO

301
302

304
305
325
327
331
332
333
334

35001
35002
35005
35006
351
352
35201
35202
35203
353
354
355
356
357

3651
3652
3653
366
367
368
369
371

DESCRIPTION

ORGANIZATION
FRANCHISE & CONSENT

SUB TOTAL

PRODUCTION

LAND & RIGHTS

STRUCTURES & IMPROVEMENTS
RIGHT OF WAYS

COMP STAT STRUCTURES

WELL EQUIPMENT - FULLY DEPR
FIELD LINES

COMPRESSOR STAT EQUIPMENT
MEAS & REG STATIONS

SUB TOTAL

STORAGE & PROCESSING
STORAGE LAND

STORAGE RIGHT OF WAY

GAS RIGHTS WELL

GAS RIGHTS STOR
STRUCTURES & IMPROVEMENTS
STORAGE WELLS

STORAGE RIGHTS

STORAGE RESERVOIRS
NONRECOVERABLE NAT GAS
STORAGE LINES

STORAGE COMP STAT EQUIP
STORAGE MEAS & REG EQUIP
PURIFICATION EQUIPMENT
STORAGE OTHER EQUIPMENT

SUB TOTAL

TRANSMISSION

LAND & RIGHTS

RIGHTS OF WAY

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

SUB TOTAL

RECIATION EXPENSE

DELTA
12/31/03

53,151
0

—e e

53,151

35,377
0

75,975
42,950
7,795
1,904,404
823,368
105,138

2,995,007

14142
177,425
1,495

0
275,273
360,583
860,396
1,881,731
294,307
5,024,284
2.417,969
361,994
346,373
47,209

12,063,181

56,724
1,073,062
163,626
173,215
35,592,709
1,856,757
2,096,287
598,623

41,611,003

Page 10f 3

DEPR
RATE

0.0%
0.0%

0.00%
2.20%
3.00%
3.00%
4.00%
2.25%
4.00%
2.72%

0.00%
0.00%
0.00%
5.00%
2.50%
2.78%
2.78%
2.78%
2.78%
2.78%
2.78%
2.78%
2.78%
3.33%

0.00%
0.00%
2.50%
2.00%
2.22%
2.00%
3.16%
2.00%

DEPR
CALCULATED

Hall WP-5.1

0
0
2279
1,289
0
42,849
32,935
2,860

82,212

0
0

0

0

6,882
10,024
23,919
52,312
8,182
139,675
67,220
10,063
9,629
1,572

329,478

4,091
3,464
790,158
37,135
66,243
11,972

913,063




PLANT BALANCES AND CALCULATED DE

DELTA NATURAL GAS COMPANY, INC

AS OF 12/31/03
PROPOSED RATES

ACCT
NO

374
375
376
378
379
380
381
382
383
385
387

389
390
391
391
392
392
393
393
394
394
39401
395
395
396
396
397
397
398
398
3991
3991
3992
3992
3993
3993

DESCRIPTION

DISTRIBUTION

LAND & RIGHTS

STRUCTURES & IMPROVMENTS
DISTRIBUTION MAINS

MEAS & REG STAT - GENERAL
MEAS & REG STAT - CITY GATE
SERVICES

METERS

METER & REG INSTALLATION
HOUSE REG

INDUSTRIAL METER SETS
OTHER EQUIP

[

SUB TOTAL

GENERAL

LAND & RIGHTS

STRUCTURES & IMPROVEMENTS
OFFICE FURN & EQUIP-FULLY DEPR
OFFICE FURN & EQUIP

AUTOS & TRUCKS-FULLY DEPR
AUTOS & TRUCKS

STORES EQUIPMENT-FULLY DEPR
STORES EQUIPMENT

TOOLS & WORK EQUIP-FULLY DEPR
TOOLS & WORK EQUIPMENT

COMP NG STAT & EQUIP-FULLY DEPR
LABORATORY EQUIPM-FULLY DEPR
LABORATORY EQUIPMENT

POWER OPERATED EQUIP-FULLY DEPR
POWER OPERATED EQUIPMENT
COMMUNICATION EQUIP-FULLY DEPR
COMMUNICATION EQUIP
MISCELLANEOUS EQUIP-FULLY DEPR
MISCELLANEQUS EQUIPMENT
OTHER TANG EQUIP-FULLY DEPR
OTHER TANG EQUIP

COMPUTER SOFTWARE-FULLY DEPR
COMPUTER SOFTWARE

COMPUTER HARDWARE-FULLY DEPR
COMPUTER HARDWARE

SUB TOTAL

TOTAL AIC 101

PRECIATION EXPENSE

DELTA
12/31/03

280,647
116,064
56,694,785
1,252,562
398,371
10,856,853
8,426,711
2,865,091
2,679,313
1,400,779
0

84,971,176

1,038,741
5,086,091
383,973
259,494
657,064
2,888,892
41,129
14,885
410,969
177,464
283,352
79,851
108,372
905,879
1,669,678
228,431
322,540
78,767
16,011
430,596
231,447
1,450,628
577,538
603,319
995,912

18,941,023

160,634,541

Page 2 of 3

DEPR
RATE

0.00%
2.75%
2.50%
3.03%
2.96%
2.50%
2.25%
4.17%
3.88%
2.38%
3.00%

0.00%
2.00%
0.00%
2.23%
0.00%
7.77%
0.00%
5.00%
0.00%
5.00%
0.00%
0.00%
7.38%
0.00%
2.00%
0.00%
6.56%
0.00%
5.00%
0.00%
10.00%
0.00%
20.00%
0.00%
20.00%

Hall WP-5.1

DEPR
CALCULATED

0
3,192
1,417,370
37,953
11,792
271,421
189,601
119,474
103,957
33,339

0

2,188,099

0
101,722
0

5,787

0
224,467
0

744

0

8,873

0

0

7,998

0
33,394
0
21,159
0

801

0
23,145
0
115,508
0
199,182

742,780

4,255,632




DELTA NATURAL GAS COMPANY, INC Halt WP-5.1

PLANT BALANCES AND CALCULATED DEPRECIATION EXPENSE
AS OF 12/31/03
PROPOSED RATES

ACCT : DESCRIPTION DELTA DEPR DEPR
NO 12/31/03 RATE CALCULATED

110701 Constr Work In Progress at 12/31/03

Acct 325 CWIP 12 3.00% 0
Acct 351 CWIP 13,145 2.50% 329
Acct 354 CWIP 940 2.78% 26
Acct 36501 CWIP 250 0.00% 0
Acct 36502 CWIP 62 0.00% 0
Acct 366 CWIP 4,838 2.00% 97
Acct 367 CWIP 1,403,612 2.22% 31,160
Acct 368 CWIP 881 3.16% 28
Acct 371 CWIP 6,908 2.00% 138
Acct 374 CWIP 96 0.00% 0
Acct 376 CWIP 138,988 2.50% 3,475
Acct 378 CWIP 63 3.03% 2
Acct 379 CWIP 5,062 2.96% 150
Acct 380 CWIP 160 2.50% 4
Acct 383 CWIP 12,263 3.88% 476
Acct 385 CWIP 271 2.38% 6
Acct 390 CWIP 130,036 2.00% 2,601
Acct 394 CWIP 19,648 5.00% 982
Acct 397 CWIP 2,928 6.56% 192
Acct 398 CWIP 1,818 5.00% 91
Acct 39902 CWIP 17,027 20.00% 3,405
Acct 39903 CWIP 20,702 20.00% 4,140
WO 53010 (47,143)
TOTAL 1,732,567 47,302
Acquisition Adjustment - Tranex 1.114 (1,045,704) (58,800}
Acquisition Adjustment - Mt Olivet 1.114.01 464 945 46,800
(580,759) (12,000)
LESS:
TRANSPORTATION EQUIP (224,467)
POWER OPERATED EQUIP (33,394)
(257,861)
TOTAL 4,033,073

Reconciliation to Financial Statement

Reported Above

Plant 1.301 thru 1.399.03 160,634,541
Construction Work In Progress 1.107.01 1,732,567
Acquisition Adjustments (580,759)

Notincluded Above
Gas Stored Underground - 1.117 4,208,069
Total 165,994,418

Page 3 of 3






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

3. With regard to the response to AG-1-13, explain why Delta was not eligible
to file a consolidated Kentucky income tax return for the years 1999
through 2003 and why it is eligible starting in June 2004.

RESPONSE:

Delta was eligible to file consolidated Kentucky Tax returns for the years
1999 through 2003, but at the filing period for each year Delta thought it
was more beneficial to not file consolidated returns as a corporation
cannot switch back and forth each year. In Kentucky, a Corporation
cannot amend filed returns to change the filing status. Delta’s separate
company returns have been filed through June 30, 2003. The June 30,
2004 return has not peen filed so Delta is eligible to elect to file a
consolidated June 30, 2004 return.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

se to AG-1-36b, please clarify as to whether any

4. With regard to the respon
ded in the pro forma annualized gas

portion of the GTIR&D costs are inclu
costs of $33,364,884.

RESPONSE:
Yes. See PSC-3-4b.

SPONSORING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

5. Please explain why Delta has only removed $39,600 for Subsidiary
allocations rather than the total amount of Subsidiary allocations and
Merchandising of $48,592.

RESPONSE:
Assuming the question relates to Capitalized Pro Forma Wages as shown
on WP-2 of PSC 2-6 (a), this computation methodology is the same as

was accepted in the prior rate case as detailed on page 15 of the Order
dated December 27, 1999 relating to Case No. 99-176.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

6. it appears that the pro forma salary and wage amount of $6,469,712
shown on page 4 of 4 of the response to PSC-2-6a is based on 156 full-
time employees. In this regard, please provide the following information:

a. Confirm the above. [f not correct, please provide the correct
information.
b. What is the basis for these 156 full-time employees and what are

the comparable total full-time employee levels for each of the
months in 2004 through May and as budgeted for the remainder of
20047

RESPONSE:

a. This is correct.

b. There were 156 full-time employees on payroll at 12/31/03.

2004 15" 31%
January 156 156
February 156 156
March 156 156
April 156 156
May 156 156

Delta has budgeted for 156 full-time employees each pay period for
the remainder of 2004.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

7. What represents the pro forma annual total amount of $29,655 shown on
page 4 of 4 of the response to PSC-2-6a for employee numbers 550,
1170, 1500 and 2080; what is the basis for this payroll estimate; and, what
was the actual test year payroll expense for the comparable employees?

RESPONSE:
The $29,655 pro forma annual amount consists of 1 new hire and 3
terminated employees in 2003. The new hire only included dollars for the
portion of the year since the hire date. The terminated employees’ amount
only included dollars for the portion of the year paid prior to termination.
The actual test year expense for the 4 employees is $33,882.45.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

8. it appears that the pro forma salary and wage amount of $94,168 shown
on page 4 of 4 of the response to PSC-2-6a is based on 22 part-time
employees. In this regard, please provide the following information:

a. Confirm the above. If not correct, please provide the correct
information.
b. What is the basis for these assumed 22 part-time employees and

their associated pro forma payroll costs?

C. What were the actual number of comparable part-time employees
and the associated actual total part-time payroll cost for each of the
years 2001, 2002 and 20037

d. What are the actual number or comparable part-time employees for
each month of 2004 through May and as budgeted for the
remainder of 20047

RESPONSE.
a. This is correct.
b. The 22 part-time employees listed were the actual number on

payroll in 2003 along with the associated actual payroll cost.

C. See attached.

w

—-—
«
o

d. 2004 15"

—_—

January
February
March
April
May

oOhwWrO
onwWwWwe

1
The employees above have worked 2,058.5 hours through May 31,
2004. Delta has also budgeted for 9,000 hours for part-time
employees for the remainder of 2004.

SPONSORING WITNESS:

John B. Brown



Delta Natural Gas Company, Inc.
Case No. 2004-00067

AG Second Data Request Dated 6/09/04

2001 Part-time Employees

Employee Hours Worked
Number Regular Overtime Regular Overtime Total

3386 472.5 29 3,308 305 3,612
3391 600.0 5 4,200 53 4,253
3390 752.0 71 5,264 746 6,010
3367 912.0 30 6,384 315 6,699
3371 618.0 4,326 4,326
3379 568.0 1 3,976 11 3,987
3381 480.0 2 3,360 21 3,381
3349 232.0 1,624 1,624
3312 899.0 6,293 6,293
3389 617.0 4,319 4,319
3368 416.0 2,912 2,912
3385 919.0 6,433 6,433
3348 56.0 392 392
3383 602.0 1 4214 11 4,225
3369 863.0 24 6,041 252 6,293
3388 912 6,384 6,384
3392 236 1,652 1,652
3364 854 7 5,978 74 6,052
3326 480 18 3,360 189 3,549
3394 91 637 637
3384 258

21 Part-time 337:50

2002 Part-time Employees
Employee Hours Worked
Number Regular Overtime Regular Overtime Total

3386 202.0 1,414 1,414
3400 856.0 107 . 6,496 1190 7,686
3405 854.0 6,680 6,680
3391 891.0 6 7,128 72 7,200
3390 856.0 1 6,384 12 6,396
3367 924.0 29 7,096 333 7,429
3412 375.5 3,004 3,004
3381 868.0 6,752 6,752
3349 247.0 3 1,729 32 1,761
3312 283.5 0.5 1,985 5 1,990
3403 389.5 2,959 2,959
3407 712.0 5,696 5,696
3413 712.0 18 5,696 216 5,912
3402 827.5 62 6,307 678 6,985
3408 267.0 2,136 2,136
3383 685.5 5,359 5,359
3406 952 13 7,464 156 7,620
3416 400 33 3,200 396 3,596
3404 404 3,040 3,040
2120 264 5 2,640 75 2,715
3410 120 960 960
3394 626 1 4,482 11 4,493
3384 139 1,112

23 Part-time |- 3550 Biits: 102,893

Page 1 of 1

item 8 (c)



Delta Natural Gas Company, inc.
Case No. 2004-00067
AG Second Data Request Dated 6/09/04

2003 Part-time Employees
Employee Hours Worked
Number Regular Overtime | Regular Overtime Total

625 440.5 3,524 3,524

2120 480.0 4,800 4,800

3381 40.0 320 320

3391 448.0 14 3,684 168 3,752

3404 447.0 19 3,576 228 3,804

3405 208.0 1 1,664 12 1,676

3412 827.5 6,620 6,620

3413 1048.0 55 8,384 660 9,044

3416 120.0 2 960 24 984

3418 810.0 132.5 6,480 1590 8,070

3421 996.0 7,968 7,968

3422 735.0 5,880 5,880

3423 932.0 7,456 7,456

3424 308.0 2,464 2,464

3425 380.0 3,040 3,040

3426 796 9 6,368 108 6,476

3427 928 2 7,424 24 7,448

3428 352 2,816 2,816

3429 581 4,648 4,648

3430 120 11.5 960 138 1,098

3431 68 544 544

3432 208 6 72 1,736

22 Part-time X |

Page 2 of 2
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

9. With regard to the pro forma salary and wage amount of $6,469,712
shown on page 4 of 4 of the response to PSC-2-6a, please provide the
following information:

a. What is the average percentage salary/wage increase as of
7/1/2003 that has been reflected in the determination of the
annualized pro forma salary and wage amount of $6,469,712 for all
employees other than employee numbers 405, 520, 1240, 1360

and 15607
b. Identify the titles of employee numbers 405, 520, 1240, 1360, and
1560.
RESPONSE:
a. The average percentage salary/wage increase as of 7/01/2003

excluding the five employees is 3.4%

b. Employee 405 — Controller
Employee 520 — Vice President - Administration & Customer
Service
Employee 1240 - Vice President - Finance, Secretary & Treasurer
Employee 1360 — Vice President - Operations & Engineering
Employee 1560 — President & Chief Executive Officer

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL
Page 1 of 2

10. The response to PSC-1-46¢ indicates that of the total test year employee
benefit cost of $1,919,017, an amount of $433,015 was capitalized,
suggesting an O&M expense ratios of 77.4%. In this regard, please
provide the following information:

a.

RESPONSE:

a.

Does the $433,015 include any employee benefits allocated to the
subsidiaries? What would this amount be including allocations to
subsidiaries?

What is the basis for the $433,015? Provide any documentation in
support of this actual test year number.

The response to AG-1-16 indicates that the actual test year payroll
O&M expense ratio is 72.67%. Also, for ratemaking purposes, the
Company has assumed a payroll O&M ratio of 72.9% (see AG-1-
16) in this case. Please reconcile this payroll O&M ratio in the
range of 72.7% - 72.9% to the suggested employee benefit ratio of
77.4% referred to in the response to PSC-1-46¢.

The $433,015 does not include any employee benefits allocated to
subsidiaries. The amount including allocations to subsidiaries
would be $435,620.

See attached.

PSC 2-6a (WP-3) Expense $4,683,924
Total Salaries & Wages $6,445,729
Total Year O & M Expense ratio 72.67%
PSC 2-6a (WP-2) Pro Forma O & M Expense $4,804,621
Pro Forma Salaries & Wages $6,593,535
72.87%
PSC 1-46 Test Year Benefit Cost $1,919,017
Test Year Actual Cost Capitalized(_433,015)
$1,486,002
$1,919,017

77.44%



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL
Page 2 of 2

The difference in the employee benefit ratio is a result of the benefit

allocation mechanism, as described in the responses to PSC 1 — 19
and AG 1 — 14(b).

SPONSORING WITNESS:

John B. Brown



ltem 10 (b)

Delta Natural Gas Company, Inc.
Case No. 2004-00067
AG Second Data Request Dated 6/09/04

Field
Capital Benefit Benefits
Hours Rate  Capitalized
January 1823.0 457 8,331
February 1231.5 4.57 5,628
March 3900.5 4.57 17,825
April 4198.5 4.57 19,187
May 5334.0 4.57 24,376
June 5697.0 4.57 26,035
June Entry 129 17,736
July 6118.5 4.26 26,065
Aug 6929.5 4.26 29,520
Sept 6589.0 4.26 28,069
Oct 6994.0 4.26 29,794
Nov 3903.0 4.26 16,627
Dec 2890.5 426 12,314
Jministrative
January 13,651.23
February 13,651.23
March 13,651.23
April 13,651.23
May 13,651.23
June 13,651.23
July 14,933.19
Aug 14,933.19
Sept 14,933.19
Oct 14,933.19
Nov 14,933.19
Dec 14,933.19
Field 261,508
Administrative 171,507
Total 433,015

Calc of Jan - June Benefit Rate

Pension, Medical, ET Al 960,816
Hours 210,383
Calc of Capitialized from June Entry 129

Total Correction needed for benefits 35,401
Pension, Medical, ET Al 1,099,325
Total all Dollars 2,194,275
Portion of correction relating to 926 17,736
Calc of July - Dec Benefit Rate

Pension, Medical, ET Al 885,348
Hours 207,668

Page 1 of 5

4.57

50.1%

4.26
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11.

DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL
Page 1 of 2

In the response to AG-1-27, Delta has provided its most recent actuary
report in which the actuary has determined, based on market conditions
existing in mid-2003, that Delta’s Net Periodic Pension Expense for the
annual period July 1, 2003 — June 30, 2004 is $725,434. As shown on the
cover letter attached to the response, at the time the actuary determined
the pension costs for Delta to be $725,434, the actuary also determined
that a Minimum Pension Liability (accumulated OCI) had to be recognized
at that time at a total amount of $3,386,436. Both the Minimum Pension
Liability and the large increase in the Company’s SFAS 87 pension costs
are largely due to the decline in the equity markets.

As confirmed by Delta in its response to AG-1-1, for ratemaking purposes
in this case the Company has assumed that the accumulated OCI balance
will be gone by June 30, 2004. In this regard, Delta states in its response
to AG-1-1 that “Once the [pension] Plan’s assets rebound (which has
already occurred), the [accumulated OCI] entry is simply reversed, as if it
never had been recorded. We expect the actuary analysis performed for
our June 30, 2004 year end to support reversing the entry at that point.

Given the above facts, why is it reasonable to assume that the OCI
balance will have been eliminated as a result of an upswing in the equity
markets and a rebound in the pension plan’s assets, while not at the same
time reflecting the impact of this assumption on the Company’s expected
actuary determination of the Company’s Net Periodic Pension Expense as
of June 30, 20047

RESPONSE:

As of 3/31/03, as shown on AG 1 Item 27, the Plan had an Unrecognized
Net Loss of $4,858,741, primarily due to the equity markets performing
below expectations for the preceding years. Of that, only $262,483 is
included in the $725,434 of annual expense due to the amortization period
rules of SFAS 87. Therefore, there are $4,596,258 of these losses yet to
be amortized.

The actual return on plan assets was $1,774,000 (preliminary number).
The expected return on plan assets was $671,000. Therefore, $1,103,000
will likely be available to reduce the unrealized losses, bringing them down
to $3,493,000. The annual amortization of this amount will be around
$170,000 in fiscal 2005, a $90,000 reduction from fiscal 2004 amortization
of $262,483.
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL
Page 2 of 2

To summarize, it is true that the assets have made an impressive turn
around which will likely allow the company to reverse the Minimum
Pension Liability and OCI balances per SFAS 87, as suggested on page 2
of our response to AG 1 #1. Regardless of whether the Minimum Pension
Liability and OCI balances reverse, we reassert our conclusion in that
response that the OCI balance should be excluded from the capital
structure computation. This conclusion agrees with the FERC's letter
dated March 29, 2004 in Docket No. Al04-2-000 (attached). See the
revised capital structure computation at PSC 3-12b.

The fact remains that despite the increase in fair value of the assets, due
to the level of unrealized losses from previous years, the gains seen
through 2004 will show as only a $90,000 decrease in Net Pension
Expense for 2005 and on a going forward basis.

While these calculations are not complete, the $90,000 annual reduction in

Unrecognized Net Loss will be offset by an increase in Interest Cost due to

the continuing growth of the Projected Benefit Obligation and to a lesser

extent, an increase in Service Cost, due to increasing salaries.

We believe that due to these factors, the 2005 Net Pension Expense

should be within 10% of the 2004 Net Pension Expense of $725,434.
SPONSORING WITNESS:

John B. Brown



20040329-3012 Issued by FERC OSEC 03/29/2004 in Docket#: AI04-2-000

106 FERC q 62,230

In Reply Refer To:
OED-DRAP
Docket No. A104-2-000

March 29, 2004

Recognition of a Regulatory Asset for Minimum Pension Liability

TO ALL JURISDICTIONAL PUBLIC UTILITIES AND LICENSEES, NATURAL
GAS COMPANIES, AND OIL PIPELINE COMPANIES

The generally lower interest rate environment of recent years and decline in value
of assets set aside to meet pension obligations has resulted in many FERC
jurisdictional entities recognizing a minimum liability for employee pension
obligations. The Commission has received a number of requests for guidance on
whether a regulatory asset should be recognized for some or all of the charge to other
comprehensive income that is made at the time the minimum pension obligation is
recognized. The following discussion responds to these requests.

Facts: An entity provides pension benefits to its employees under a defined
pension benefit plan and recognizes pension expense (i.e. net periodic pension cost) for
financial accounting and reporting purposes in accordance with Statement of Financial
Accounting Standards No 87. (SFAS No. 87).! The rates the entity charges for
services provided by a segment of its business are regulated by a third party regulator
and are determined on the basis of the entity’s costs. Development of the rates to be
charged for services provided by this business segment include an allowance for
employee pension benefits and the amount of that allowance is based on net periodic
pension cost determined in accordance with SFAS No. 87. As aresult of a decline in
the value of its pension fund assets and an increase in the accumulated pension benefit
obligation due to lower interest rates used to estimate that obligation on a present value
basis, the entity determines that its accumulated pension benefit obligation exceeds the
fair value of the assets set aside to meet that obligation. Consistent with the
requirements of SFAS No. 87, the entity records a minimum pension liability for the
amount of such excess.

! Financial Accounting Standards Board Statement of Financial Accounting
Standards No 87, Employer’s Accounting for Pensions
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Question: At the time the entity recognizes its minimum pension liability in
accordance with SFAS No. 87, should it recognize a regulatory asset for the amount of
the liability otherwise chargeable to accumulated other comprehensive income that
relates to its cost based rate-regulated business segment?

Response: The cost of pension benefits provided to employees under a defined
pension benefit plan are recognized as an expense at the time the employee provides
related employment services. SFAS No. 87 contains a delayed recognition feature.
This means that changes in the pension obligaticn and the value of assets set aside to
meet these obligations are not recognized when they occur but are recognized
systematically and gradually over subsequent periods. > An entity that determines its
pension allowance included in its costs based regulated rates on the basis of SFAS
No. 87 adopts that same delayed recognition feature for ratemaking purposes. That is,
changes in the pension obligation and assets set aside to meet those obligations are not
included in rates when they occur but rather are included in rates systematically and
gradually in subsequent periods. The recognition of a minimum pension liability
which would otherwise be charged to accumulate other comprehensive income
therefore constitutes a measurement of the changes in pension obligations and the
value of plan assets that are to be included in the determination of rates in subsequent
periods in so far as they relate to the cost based rate regulated segment of the entity.

Under the Commission’s accounting requirements regulatory assets are to be
established for those charges that would have been included in net income or
accumulated other comprehensive income determinations in the current period under
the general requirements of the Uniform System of Accounts but for it being probable
that such items will be included in a different period(s) for purposes of developing
rates that the utility is authorized to charge for its utility services.

Therefore, in the circumstances described above and provided that it is probable
that the pension allowance to be included in rates in future periods will continue to be
calculated on the basis of SFAS No. 87, entities shall recognize a regulatory asset for
the minimum pension liability otherwise chargeable to accumulated other
comprehensive income related to its cost based rate regulated business segments.

? Ibid. (See: Summary - Fundamentals of Pension Accounting)
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Further, the minimum pension liability, as well as, any related regulatory asset 1s
not amortized over future periods. At each measurement date, the entry recorded for
the previous measurement date is reversed and the computation redone. A new
minimum liability and related regulatory asset would be recognized, if required, at the
new measurement date.

This guidance is for accounting purposes only and does not limit the Commission
from reviewing the reasonableness of the elements of pension expense included in
future rate proceedings before the Commission.

John M. Delaware
Deputy Executive Director
And Chief Accountant






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

12.  Please update the response to PSC-1-51 by providing the actual rate case
expenses booked for this rate case through 5/31/04.

RESPONSE:

This will be provided to all parties at the end of each month.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

13.  With reference to Page 1 (Account 1.921.07) of the response to AG-1-45a,
explain the nature and purpose of the $2,000 ($1,000, $750 and $250)
membership items for Mr. Jennings — Vendor No. 1260.

RESPONSE:
This is for a membership for Glenn Jennings in the Lexington Club. Mr.
Jennings uses the facilities for various meetings related to Delta’s
business.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

14. With regard to the response to AG-1-38, please provide the following
information:

a. What do the $20,538 Stock expense, the $51,440 Cash
Supplement, and the $2,282 Cash In Lieu of Stock represent, and
how are these 3 items distinguishable from one another?

b. Reconcile each of the fee and expense items for 2003 adding to
$225,369 to the corresponding fee and expense items for 2003
adding to $225,369 in the response to PSC-2-25 cc.

RESPONSE:

a. The $20,538 was for 100 shares of Delta common stock provided
to each director. One director received cash in lieu of that stock
and the $2,282 was the value of the 100 shares provided to the
others. The $51,440 was additional cash compensation paid to
directors that was supplemental to the retainers.

b. Delta’s response to PSC-2-25 indicated total Directors Fees and
Expenses of $225,032 in the 2003 test year. This was a
typographical error. The total should have been $225,369, which is
the same total as reflected in Delta’s response to AG-1-38. The
detail in AG-1-38 is the correct detail breakout of the $225,369.

SPONSORING WITNESS:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

15.  Follow-up to ltem 146. This response shows that only about half of the
customers that were disconnected for non-payment were eventually
reconnected to the Delta system. To the extent that the company
maintains information on customers who do not reconnect:

a. Please provide an explanation as to why these other customers
were never reconnected.

b. Please provide information on how these customers received
service for heating after they left the Delta system.

RESPONSE:

The information is not available.

SPONSORING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

16.  Follow-up to Iltem 148 and 2-PSC-7.

a.

RESPONSE:

a.

Why is this tariff not being applied to off-system transportation and
interruptible customers?

2-PSC-7(e) shows that this charge has diminished significantly over
the last 5 years.

i) Why has this fee gone down so significantly in recent years?
ii) Does Delta expect this fee to continue to decrease in future
years? If so, by how much?

2-PSC-7(a) on page 10 of 28 shows that only $128 million of the
$5,509 million in benefits went to residential customers:

i) Please provide what portion of this charge will be collected
from each of the classes identified in the Cost of Service
Study.

ii) Does this exhibit show that Industrial customers will receive
$884 million in benefits from this research, about 7 times as
much as the residential customers.

i)  Does this exhibit show that Delta’s large industrial customers
will not pay into this research fund, as proposed in the Delta
tariff?

We buy gas for our retail customers and not our transportation
customers. The current charge is embedded in FERC approved
transportation rates.

See the response to PSC-3-4b.

i) Each retail customer class will be charged $0.003 per Mcf

ii) Yes or approximately 6.9 times.

iii) No. This exhibit shows the benefits of GTIR&D results that
have been placed in commercial use from 1998 through
2002.

SPONSORING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

17.  Follow-up to ltem 149. This response stated that Tab 8 was incorrect and
was being corrected. Is it correct that there is no problem with Tab 8, but
it is Tab 26 that is in error and is being corrected?

RESPONSE:

Yes.

SPONSORING WITNESS:

W. Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

18.  Follow-up to ltem 159. This question asked for the analysis to determine
the customer/demand split for the distribution system in Delta’s last two
cases but the response only provided this analysis for Delta’s most recent
case. Please provide the analysis for the other case requested.

RESPONSE:
The Prime Group, LLC, did not prepare the cost of service study in the
second preceding rate case. Atftached is the exhibit showing the

derivation of the customer/demand split from the cost of service study filed
in that proceeding.

SPONSORING WITNESS:

W. Steven Seelye



%16}
620'80'1$

620'€90'L$

0$

%68

%00°00}
9%00'00}
%19y
%00°0S
%00°00}
ONVYW20

%00°001

%86L'E
%000
%000
%1208

103313 ALIQOWWOD

Mefed

%06°'8¢

%000

%000

%BY'GS

%000

%00°0
HIWOLSNO

9%00°00}
%EY P
%8LYL
%Sh'6l
%ye'LS

%1L9CY
0.9'¢9L'eZ$

00L'ZYIS

ONVN3Q

%00°00}

%00°00}
%00°004
%00°00}
%00°00}
%00°00}
™VLIOL

%8Y'SS
008'c¥6'0E$

0$

0$
£62'¢8L'l$
zeL'¥S0'es
os
BLP'PLS'YS
869'L10'0$
960'651$
8g8'sZes
£61'288'CLS$

HANOLSND

%00°001
66€'0LL'5S$

620'c80'}$
0s

0s
€8Z'¢8L'lS
ZEL'YS0'TS
0$
8LP'vLS'YS
869'210'98
0¥0'88E$
260°2088
zez'evL'ses
0s

0$

100'26$

0s

0$
Ly8'0¥ZS

TW.iOL

NOILYDISISSVIO MO LH¥0ddNS
ANVAWNOD SVYO TVNNLYN V1130

3sva ALvY VL0l ov
13
NOILONQO¥d 15
NOISSINSNVAL LE
NOLLNGIHLSIA 15
IOVHOLS ge
1800 8VO ve
>
JOVINION3d NOLLYOIHISSYTO - 3SVE 31V ¢E
e
>
Tvi01 6c
8C
SY3IHLO TV L2
SY313N 00'48E o
$30IAYAS 00°08€ 1
SNIVW 00'9.€ 1<
104
‘SINNODOV NI NOILYDIZISSVT0 TVLOL 40 IN3J¥3d &8
: 1z
Tv10L 40 % oc
INVd 1810 V101 61
8l
1SNONI 934 8 SV3N 00°68€ L
SNOLLVTIVLSNI 3O1VINO3 3SNOH 00'¥8E 13
43113y YOLVIND3Y ISNOH 0268 Sl
IDIANIS SHOLYINOIY ISNOH 00'€8E 143
SNOILVTIVLSNI ¥3L3N 00°Z8E 11
. $39NVO 0C'I8e [43
SYALINW 00'18E 17
S3DIANIS 00°08E o}
YAHLO O3 ® SVIN 0£'6LE 6
TYH3NIO O3 B "SY3N 04'8.€ 8
SNIVIN 00'9.€ L
S1HON ANV 02'S.€ 9
SINIW3AOYWI £0°'G.E g
UdN ? STUNLONYULS 01'GLE 14
AVM HO SLHOWN 0E'bLE €
H3HLO ANV 0T'PLE [4
81-ONV 0L L€ }
AYOO3ALYI 3NN






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

19.  Follow-up to item 163. The answer to this question was not responsive.
Please provide:

a. The Special Contract fixed price contracts referred to by Mr.
Seelye.
b. Please state whether these contracts forbid the Commission from

raising these customers’ rates.

RESPONSE:

a. These contracts are attached. Confidential treatment was granted
for two of the contracts and they are attached in redacted form.

b. The contracts, which were approved by the Commission,
established fixed prices (not subject to modification) for the duration
of the contracts.

SPONSORING WITNESS:

W. Steven Seelye
Glenn R. Jennings
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JUL -1 2002 -
AGREEMENT PUBLIC SERVICE

COMMISS ION
THIS AGREEMENT is made and entered into this the 1gt

day of April, 2002, by and between DELTA NATURAL GAS

COMPANY, INC. (Delta), a Kentucky corporation, and

WITNESSETH:

THAT WHEREAS, intends to purchase certain
quantities of natural gas from a supplier to be designated
(Supplier); and

WHEREAS, desires to have said quantities of
natural gas Purchased from Supplier transported and
delivered to Kentucky, by Delta; and

WHEREAS, Delta, subject to the terms and conditions set
forth herein, desires to transport and deliver to . that
quantity of natural gas purchased by from Supplier and
delivered by Supplier to Delta at a certain designated
point;

NOW, THEREFORE, the parties hereto agree as follows:

ARIICLE_lA_DEEINIIIQNS*

Unless this Agreemant provides otherwise, the following
definitions shall apply:

1.1. "Natural Gas" or "Gas" shall mean any mixture of
hydrocarbons or hydrocarbons and non-combustible gases in a
gaseous state, consisting essentially of methane.

1.2. "Delivery Point” shall mean the point of
interconnection between the pipeline facilities of Delta and

the metering facilities of
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at or near . County, Kentucky and/or

at or lear

parties hereto.

1.3. "Redelivery pointn shall mean the point of

the metering facilities of Delta for

1.4. "Supplier Contract Gag" shall mean the volumetric
quantity of natural gas delivered at the Delivery point to
Delta by Sup§:2er for the account of

1.5. "Excess Gas" shall mean the amount or quantity of
natural gas delivered by Delta to at the Redelivery
Point in excess of or in addition to the Supplier Contract

Gas (after adjustment for Delta's retainage for losses

1.6 "Distributor” shall mean that entity which

temperature base of 60 degrees Fahrenheit (gg° F).
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ARTICLE 2. TERM._

2.1. Subject to the terms ang conditions herein, the
term of thisg Agreement shall commence on and

shall continue in full force and effect for a term of

. and
3.1. Subject to the terms and conditions herein, to

the extent that Delta is able to deliver, Delta shall be the
exclusive Distributor of natural gas to while the

Agreement ig 1in effect.

McE.
3.3. Delta shall transport and deliver to in
Kentucky, natural gas in quantities which are
equivalent tco the amount of Supplier Contract Gas less one
bercent (1%) by volume for line loss.

3.4. Volumes of Supplier Contract @as nominated by
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exist at any time during the term of thisg Agreement or upon
the termination of this Agreement, such imbalance will be
Corrected within thirty (30) days unless an eXtension ig
mutually agreed upon by the parties herein. If, at any time
during the term hereof, Excessg Gas (as defineg in paragraph
1.5 hereof) ig delivered to then Delta wili notify

* to correct such imbalance. TIf " fails to promptly
Cake action to correct such imbalance, then Delta, upon
providing reasonable notice to may adjust deliveries
to until Supplier has delivered a quantity of gas to
Delta sufficient to balance deliveries from Supplier with
redeliveries to | " shall purchase any Excess Gas
delivered by Delta to in accordance with Articles g4
and 5 of this Agreement .

3.5. Deltars transportation obligation hereunder shall
be to provide interruptible service to Supplier
Contract Gas transported hereunder for will be subject
to interruption in accordance with normal interruption
Procedures applicable to the Interruptible Rate schedule of
Delta on file with the Kentucky Public Service Commission,
a5 same may be changed from time to time. Without limiting
the generality of the foregoing, Delta shall have the right
at  any time to curtail or interrupt the receipt,
transportation Or delivery of gas hereunder when, in itg

judgment, such curtailment Or interruption is necessary to
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eliminate excessive imbalance of deliveries under this
Agreement . Upon notification by Delta of the necessity to
interrupt or curtail the use of gas, shall reduce or
curtail its gas usage in  accordance with Delta's
notification and cause deliveries of Supplier Contract Gas
to Delta's facilities to reduce accordingly. Delta shall
bromptly advise as soon  as conditions indicate
Curtailment or interruption of service to is imminent
and also promptly notify as soon as full usage can
resume. In this respect, Delta shall use its begt efforts
to notify of pending interruption four (4) hours prior
to interruption.

3.6. Delta shall not be responsible for any and/or

transportation or Storage costsg, including related 1line
loss, compressor fuel, any penalties, transition costsg or
dny other costs associated with the transportation of

Supplier Contract Gas.

AKEHHJL_AA__ERICE*

4.1. Subject to the terms ang conditions herein, 1
shall pay Delta the following rates ber Mcf for the gas
transported by Delta and received by under the termsg
of this Agreement -

through

w
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If Delta does not receive and transport a total volume of
Mct of gas during any billing

month after any twelve consecutive billing periods during

which Delta has not transported or delivered for a
total of T Mcf of gas,
then if Delta so Tequests, shall bay Delta for

as set forth in Delta's tariffs on file with the Kentucky
Public Service Commission, as same may be changed from time
Lo time.
4.2. For any Excess Gas delivered or sold by Delta to
shall pay Delta the applicable Interruptible
Service Rate of Delta (Base Rate plus Gas CostrRecovery Rate
and any other charges), as set forth in Delta's tariffs on
file with the Kentucky Public Service Commission, as same

may be changed from time to time.

4.3, Notw1thstand1ng the terms and conditions herein,
at any time during the term of this Agreement may, at
its option, elect to obtain the service(s) provided

hereunder pursuant to Delta's then effective Lransportation

rate(s) for such service(s) on file with the Kentucky Public
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Service Commission. In the event *lects to obtain the
service(s) provided hereunder pursuant to Delta'sg then
effective transportation rate(s) for such service(s) and
provided that such rate(s) are lower than those set forth in

Article 4.1 hereof, and Delta agree to renegotiate in

being expressly understood that neither party to such
renegotiation has any obligation to revise any terms or
conditions of this Agreement, but only to engage in such
negotiations in good faith.

4.4. Subject to the terms and conditions herein, during
the term of this Agreement, either party may request
renegotiation of any terms or conditions of this Agreement
if performance of this Agreement results in significant
adverse economic impact upon the party requesting
renegotiation. In the event a request for renegotiation is

made, the parties hereto agree to negotiate in good faith

ameliorate such significant adverse economic impact, it

being €xpressly understood that neither party to such

negotiations in good faith.

ARIICLE_5*__SIAIEMENIS_AND_EAXMENIS*

5.1. Statements shall be rendered by Delta as

dppropriate to each month showing the amounts due to
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Delta for services rendered by Delta for -during the
preceding billing month.

5.2. Each statement required to be furnished shall be
mailed to the address set forth in this Agreement. Payment
by check payable to the order of Delta Natural Gas Company,
Inc. shall be made by by mailing same within fifteen
(15) days after receipt of the bill. agrees to pay
interest at the rate of one and one-half percent (1 1/2%)
ber month on any outstanding balance which is due Delta
under the terms of this Agreement andg which is not paid
within the time preriod previously set forth.

ARIICLE_&k“_QHALIIIA

6.1. All gas delivered hereunder shall at all times be
in compliance with the gas quality specifications set forth
in
approved gas tariff, as same may be changed from time to
time.

ARIICLE~1*__MEASHREMENI

7.1. Meters and other related equipment installed and
maintained by or on behalf of Delta shall be the exclusive
method and means of determining the quantity of gas
redelivered to Or delivered to Delta by Supplier for
the account of Reading, calibration and adjustment
Of Delta's meters and related measurement equipment shall be
performed solely by Delta using generally accepted
bProcedures. Delta shall read said meters at regular

intervals andg the cost of reading, Calibrating, adjusting
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and otherwige maintaining said meters, excluding repair of
damage due to the negligence or willful misconduct of
shall be borne by Delta. Delta shall test the accuracy of
any Delta-owned meter in use under this Agreement in
accordance with itsg Standard practices.

7.2. If challenges the accuracy of any meters

maintained by Delta and Tequests to have the meters tested,

Delta shall test the meters in the bPresence of or its
Tepresentatives, if exercises the right to be present
Or represented at such test. If the test shall prove the

meter to be accurate within plus or minus two bercent (+
2%), the cost of testing the same shall be borne by the
party requesting the test, but if the test Proves the meter
to be in error by more than pPlus or minus two percent
(£ 2%), then the cost of testing and repairing the same
shall be borne by Delta. Meter measurements found to be in
€rror more than plus or minus two percent (f 2%) shall be
Corrected and the accounts for the period during which the
meter error existed shall be adjusted accordingly. In the
event the period during which the meter error existed is
unknown, then the accounts shall be adjusted for one-half of
the elapsed time since the last previous test but in no
event for a period of more than sixty (60) days.

%

8.1. Supplier Contract Gas. The point of delivery
from Supplier to Dpelta for the account of shall be

that Delivery Ppoint . herein described in Paragraph 1.2.
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While Delta is in control and possession of the Supplier
Contract Gas, it shall be responsible for any damage, claim,
liability or injury caused by the gas.

8.2. Excess Gas. The title to the Excess Gas sold by

Delta to hereunder shall pass to at the

b=

Redelivery ©Point. Before the Excess Gas passes the
Redelivery Point, Delta shall be in control and possession
thereof.

8.3. After delivery at the Redelivery Point of the
Supplier Contract Gas and the Excess Gas sold by Delta to

hereunder, - shall be deemed in control and
possession thereof and shall be responsible for any damage,
claim, liability or injury caused by the gas.

ARIICLE_3*__IAXES_AND_ERANCHISE_EEES*

Delta may collect from any taxes and franchise
fees, including, but not limited to, sales tax, school tax
and gross receipts tax, which, by its tariff or by law, may
be collected from and is being collected from other
similarly situated Delta customers angd which are not
Otherwise paid by whether such tax is now in
existence or hereinafter promulgated or applied. The
obligation to pay such taxes shall be in addition to the
obligation to pay the appropriate rate set forth in Article

4 of this Agreement.

ARIICLE_lQA__EQRCE_MAJEHRE*

10.1. Suspension of Obligations. If by reason of

force majeure any party hereto is rendered unable, wholly or

10
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in part, to carry out its obligations under this Agreement,
and if such party gives notice and reasonably full
particulars of such force majeure, by an express means of
written communication, to the other party within g
reasonable time after the OCcurrence of the force majeure
relied on, the party giving such notice, to the extent that
it is affected by such force majeure, shall not be in
default of its obligations hereunder or liable in damages
during the continuation of any inability so caused. The
party claiming suspension due to force majeure shall use due
diligence to put itself again in position to carry out all
Of the obligations which it assumes in this Agreement .

10.2. Force Majeure. The term "force majeurer as used
herein means any cause not reasonably in the control of the
party claiming Suspension, including but not limited to,
acts of God or a public enemy, strikes, riots, injunctions
Or other interference through legal proceedings, breakage or
accident to machinery, equipment -or pipelines not due to
negligence or willful misconduct of the party invoking force -
majeure, wash-outs, earthquakes, Storms, freezing of 1lines
or wells, blowouts, shutdowns to make emergency or
unexpected repairs to machines, equipment or pPipelines, and
compliance with any statute or regulation, either State or
Federal, or with any order of the Federal government of any
branch thereof, or of the government of the Commonwealth of

Kentucky.

11
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10.3. Obligation to Pay. Notwithstanding the
foregoing provisions of this Article, may not claim
suspension, by reason of force majeure, of its obligations
under Articles 4 and 9 of this Agreement to pay Delta for
transportation service previously rendered [including

applicable taxes and franchise fees] which Delta may collect
from

ARIICLE_ll*__GQIERNMENIAL_REGHLAIIQN*

11.1. This Agreement shall be subject to all
applicable and valig Statues, rules, orders and regqulations
of any federal, state or local governmental authority or
agency having jurisdiction over the parties, their
Iacilities or gas supply, this Agreement Or any provision

thereof . The parties agree that should any state, federal

require approval for the sale or transportation of gas
hereunder, then each party shall make all necessary
applications or filings and shall submit any records or data
required by such governmental authority or agency.

11.2. Neither party shall be 1liable for failure to

rules, regulations, laws, orders or directives of any state,

federal or local governmental regulatory authority or

11.3. If at any time during the term of this

Agreement, the Kentucky Ppublic Service Commission, the

12
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Federal Energy Regulatory Commission Oor their successor
agencies shall take action . [a] whereby Delta will be
prohibited or Prevented from receiving in full all amounts
and monies which has agreed to pay Delta for service
rendered, or, [b] which action in the reasonable judgment of
either party, would cause performance of this Agreement to
be unduly burdensome, the effected party may cancel and
terminate this Adgreement as of the date on which such action
would so brevent, prohibit or unduly burden that party.
Notification, in writing, of such cancellation and
termination and the reason therefor shall be as soon as isg
practicable. The non-terminating party shall have seven (7)
business days to assist in alleviating, to the other's
Satisfaction, such pPrevention, prohibition or burden, after
which time such cancellation and termination shalil be
effective at the terminating party's discretion.

11.4. Nothing in this Agreement shall brevent any
party from contesting the validity of any law, order, rule,
regulation or directive of any state, federal or other

governmental regulatory authority or agency, nor shall

such regulatory body, governmental entity, or agency over
this Agreement O any party thereto.

11.5. This Agreement shall not be effective in whole
Oor in part until and unloss all necessary regulatory

approvals or authorizations shall have been Obtained to the

13
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satisfaction of each of the parties hereto. In the event

(and any renewal is refused by the appropriate regulatory

authority), this Agreement may be Ccanceled at the option of

any party hereto.

Rates, Rules and Regulations, =zg set forth 1in Delta's
tariffs on file with the Kentucky Public Service Commission,
aS same may be Changed from time to time.

ARIICLE_lZi__CQNEIDENIIALIIIi

Except as Otherwise provided herein, Delta and
shall maintain the confidentiality of the terms and
conditions of this Agreement, and Delta and agree not
to divulge same to any third party except to the extent
required for to purchase Supplier Contract Gas or as
may be required by law, court order or the order or
regulation of any administrative agency having jurisdiction
over either party.

ARIICLE_lli__GQMERNING_LM&L

This Agreement wasg entered into under and, to the
extent permitted by law, shall be construed in accordance
with the laws of the Commonwealth of Kentucky.

ARIICLE_lAii_NQIICES*

Any notice, Tequest, demand, statement, bill, payment,
Or other communication from any party to any.other shall be

in writing and shall be delivered to the addresses listed

14
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below or at such other address as the receiving party may

designate in writing:

To DELTA: Delta Natural Gag Company, Inc.
3617 Lexington RrRoad
Winchester, Ky 40391
Attention: George §g. Billings

To

ARIICLE_lﬁk_QSHCCESSQRSA

Subject to the terms and conditions of thisg Agreement,
this Agreement shall extend to and be binding upon the

sSuccessors and assigns of the parties hereto.

default.

ARIICLE_lﬁ*_~SEMERABILIIX*

Except as Otherwise provided herein, any provision of

parties or either of them, shailil not otherwise affect the

Other obligations of the parties under this Agreement .

15
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ARIICLE_lEA__HEADINGS*

The headings of the provisions of this Agreement are
used for convenience only and shall not be deemed to affect

the meaning or construction of such pProvisions.

DELTA NATURAL GAS COMPANY, INC.

By. SﬁjXZMM.QD?%yggzﬁg)
Title f/‘l/J,dL\i‘ «C O

By

Title

16
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MAY 13 1998
AGREEMENT
PURSUANT TO 807 KAR 5011,
SECTION G (1)
Y
THIS AGREEMENT is made and entered into this thgmam.iymr%chgmm

day of March, 1998, by and between DELTA NATURAL GAS

COMPANY, INC. (Delta), a Kentucky corporation, and

WITNESSET H:

THAT WHEREAS, intends to purchase certain
guantities of natural gas from a supplier to be designated
(Supplier); and

WHEREAS, desires to have said quantities of natural
gas purchased from Supplier trensported and delivered to
in Kentucky, by Delte; and

WHEREAS, Delta, subject to the terms and conditions
set forth herein, desires to transport and deliver to
said quantities of natural gas purchased by from

Supplier and delivered by Supplier to Delta at certain

—
———

designated points;

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1. DEFINITIONS.

Unless this Agreement provides otherwise,-the/following
definitions shall apply: |

1.1. "Natural Gas" or "Gas" shall mean any mixture of
hydrocarbons or hydrocarbons and non-combustible gases in a

gaseous state, consisting essentially of methan=.
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1.2. "Delivery Point" shall mean each of the following
points (i) the point of interconnection between the pipeline

facilities of Delta and the metering facilities of

Kentucky, (ii) the interconnection B.TBEI‘&%%#\IICECOMWSSION

the pipeline facilities of Delta and ozgggg&gv
MAY 13 1938
Kentucky or (iii) other points which may be agreed
PURSUANT TO 807 KAR 5011,

to through mutual written agreement of the parties hereto. SECTION9(1)

By Skoand Ruy

1.3. "Redelivery Point" shall mean the pOinfEcaemnb oF THE COMMISSION
interconnection between the pipeline facilities of Delta and
the metering facilities of Delta for

1.4. "Supplier Contract Gas" shall mean the volumetric
quantity of natural gas delivered at the Delivery Points to
Delta by Supplier for the account of

1.5. "Excess Gas" shall mean the amount or quantity of
natural gas delivered by Delta to at the Redelivery
Point in excess of or in addition to the Supplier-Conggact
Gas (afterradjustment for Delta's 2% retainage for los;;;.)
Excess Gas shall not include Supplier Contract Gas delivered
to correct an imbalance by mutual agreement of the parties.

1.6 "Distributor" shall mean that entity which
provides the service of either transporting natural gas or
selling Excess Gas from an interstate or intrastate pipeline
facility to

1.7. "Mcf" shall mean the quantity of gas occupying a

volume of one thousand (1,000) cubic feet at a pressure base
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of 14.73 pounds per square inch absolute (14.73 psia) and a

temperature base of 60 degrees Fahrenheit (60 F).

ARTICLE 2. TERM.

2.1. Subject to the terms and conditions herein, the

Preliminary Term of this Agreement shall commence on the

date service 1is required by and shall continue in full

force and effect until the date full production of its

manufactured product begins by at its premises in
Kentucky.
BLIC SERVICE COMMISSION
" OF KENTUCKY
EFFECTIVE
MAY 131998
PURSUANT TO 807 KAR 5011,
SECUONQ(U
aY._Stegan)
SECRETARY OF THE COMMISSION
ARTICLE 3. TRANSPORTATION AND DELIVERY OF GAS. —

. ——

3.1. Subject to the terms and conditions herein, Delta
shall be the exclusive Distributor of natural gas to
while the Agreement‘is in effect.

3.2. Subject to the provisions of paragrapﬁé 3.4 and
6.1 herein and the daily needs of Delta shall accept
from Supplier on behalf of all daily Supplier Contract
Gas which is delivered by Supplier to the Delivery Points,

up to a daily maximum of Mcf.

W
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3.3. Delta shall transpert and deliver to in
Kentucky, natural gas in quantities WhiChpUBLmERWCECOMMsS,C

OF KENTUCKY
equivalent to the amount of Supplier Contract Gas less two EFFECTIVE

percent (2%) by volume for losses. MAY ]3}998
3.4. Volumes of Supplier Contract Gas nominated b”“”SUANTmawKA%

011

and transported and delivered by Delta as providgg -éfCUONQ(”

paragraph 3.2 herein shall be as closely balanced on a dETEURY OF T CovssIon
basis as 1is reasonable and practical, provided, however,
that from November through March shall have the right to
maintain a positive balance of up to ten percent (10%) of
normal monthly requirements. If at any time during the term
of this Agreement or upon the téfmination of this Agreement,
Delta experiences either underdeliveries or overdeliveries
of Supplier Contract Gas, and Delta notifies that action
needs to be taken to correct such underdelivery or
overdelivery, such underdelivery or overdelivery shall be
corrected by as soon as possible, but no later than
within ten (10) days from the date of notice, ﬁnleQi_an
extension is mutually agreed upon by the parties herei;T If

Delta so requests, 'shall purchase any Excess Gas

delivered by Delta to in accordance with Articles 4 and

s/
e

S of this Agreement.

3.5. Delta's transportation obligation hereunder shall
be to provide firm service to as defined in the General
Service Rate schedule of Delta on file with the Kentucky
Public Service Commission, as same may be changed from time

to time.
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3.6. Delta shall not be responsible for any interstate
pipeline transportation or storage costs, including related
line loss, compressor fuel, any penalties, transition costs
or any other costs associated with the transportation of

Supplier Contract Gas to the Delivery Points.

ARTICLE 4. PRICE.

4.1. During the Preliminary Term of this Agreement,
for the services described herein, shall pay Delta
rates as set forth in Delta’s tariffs on file with the

Kentucky Public Service Commission as same may be changed

from time to time.

4.2.

PUBLIC SERVICE COMMISSION
' OF KENTUCKY
EFFECTIVE

MAY 13 1998

PURSUANT TO 88Z KAR 5011,
SECTION 9(1)
BY: St

i SECRETARY OF THE COMMISSION




a)

b)

a)

b)
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PUBLIC SERVICE COMMISSION
OF KENTUCKY
EFFECTIVE

MAY 13 1998

PURSUANT TO 807 KAR 5011,

SECTION 9 (1)

BY: SM B‘&

SECRETARY OF THE COMMISSION
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PUBLIC SERVICE COMMISSION
4.6. OF KENTUCKY
EFFECTIVE

MAY 13 1998

PURSUANT TO 807 KAR5011.
SECTION 9 (1)

BY: SWwNM43 B

‘ SECRETARY OF THE COMMISSION
4.7. For any Excess Gas delivered or sold by Delta to

shall pay Delta the applicable General Service Rate
of Delta (Base Rate plus Gas Cost Recovery Rate and any
other charges), as set forth in Delta's tariffs on file with
the Kentucky Public Service Commission, as same may be
changed from time to time.

4.8. In any billing month in which rebuilds its
furnace or experiences an emergency repair situation at its
plant 1in , Kentucky the applicable rate for
transportation shall be the transportation rate in effect
during the billing month immediately preceeding thé furnace
rebuild or the emergency repair situation provided,ﬂth;;er,

that any such special rate consideration shall not be in

effect for a ‘period of time exceeding one: hundred (100)

e

days.

ARTICLE 5. STATEMENTS AND PAYMENTS.

5.1. Statements shall be rendered by Delta as
appropriate to each month showing the amounts due to
Delta for services rendered by Delta for during the

preceding billing month.
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5.2. Statements rendered by Delta shall reflect the

rates established in Articles 4 and ¢ of this Agreement.

PUBLIC SERVICE COMMISSION
OF KENTUCKY
EFFECTIVE )

1
MAY 13 1998

PURSUANT TO 807 KAR 5011,
SECTION 8 (1)

5.3. Each statement required to be furnigﬁ'smanmyoﬁ%w ISSION

mailed to the address set forth in this Agreement. E"ayment
by check payable to the order of Delta Natural Gas Company,
Inc. shall be made by by mailing same within twenty (20)
days after receipt of the bill. agrees to pay interest
at the rate of one and one-half percent (1 1/2%) per month
on any outstanding balance which 1is due Delta under the
terms of this Agreement and which is not paid within the
time period prerviously set forth.

ARTICLE 6. OQUALITY.

6.1. All gas delivered hereunder shall at all times be

——

in compliance with the gas quality specifications as set

forth in Federal Energy

Regulation Commission approved tariffs, as- same may be

amended from time to time.

ARTICLE 7. MEASUREMENT

7.1. Meters and other related equipment installed and
maintained by or on behalf of Delta shall be the exclusive
method and means of determining the guantity of gas

redelivered to or delivered to Delta by Supplier for the
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acccocunt  of . Reading, calibration and adjustment of
Pel’s's meters and related measurement equipment shall be

performed solely Dby Delta using generally accepted
procedures. Delta shall read said meters at reqular
intervals and the cost of readinq, calibrating, adjusting
and otherwise maintaining said meters, excluding repair of
damage due to the negligence or willful misconduct of '

shall be borne by Delta. Delta shall test the accuracy of

_ t i d thi A t 1 »
any Delta-owned meter in use under 1s gresmen HWK%COMMBSDN

PUBLIC S
accordance with its standard practices and t?%gi #8?Y
communicate the test results to .
MAY 13 1998
7.2. If challenges the accuracy of any meters
PURSUANT TO 807 KAR 5011,

maintained by Delta and requests to have the meters tesSEaTION 9 (1)

BY:_SkomD

Bud

Delta shall test the meters in the presence of SEERETARY GFTHE COMMISSION

representatives, if exercises the right to be present or
represented at such test. If the test shall prove the meter
to be accurate within plus or minus two percent (2%),
the cost of testing the same shall be borne by , but if
the test proves the meter to be in error by ﬁore than‘;ius
or minus two percent (2%), then the cost of testing and
repairing. the same shall be borne by Delta. Meter
measurements found to be in error more than plué or minus
two percent (2%) shall be corrected and the accounts for the
period during which the meter error existed shall be
adjusted accorgingly- In the event the period during which

the meter error existed is unknown, then the accounts shall

be adjusted for one-half of the elapsed time since the last
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previous test but in no event shall the accounts be adjusted
for a period of more than one hundred and eighty (180) days.

ARTICLE 8. DELIVERY POINTS AND TITLE.

8.1. Supplier Contract Gas. The point of-delivery
from Supplier to Delta for the account of shall be those
Delivery Points herein described in Paragraph 1.2. While
Delta is in control and possession of the Supplier Contract
Gas, it shall be responsible for any damage, claim,
liability or injury caused by the gas. )

8.2. Excess Gas. The title to the Excess Gas sold by
Delta to hereunder shall pass to at the Redelivery
Point. Before the Excess Gas passes the Redelivery Point,
Delta shall be in control and possession thereof.

8.3. After delivery at the Redelivery Point of the

Supplier Contract Gas and the Excess Gas sold by Delta to

hereunder, shall be deemed in control and p%ﬁﬁﬁ?ﬁ%ﬁEECOMMBSDN
thereof and shall be responsible for any damage; clggggggggy
liability or injury caused by the gas. E HMAY 13 1998
ARTICLE 9. TAXES AND FEES.
PURSUANT T0 807 KAR 5011,
Delta may collect from any taxes and francSESHONI (1)

Skoanl) B

fees, including, but not limited to, séles taxf'séﬁégkngqynﬁamwwpn
and dgross receipts tax, which, by regulatory authérity or by
law, are generally collected by utilities or other providers
of the services which are the subject of this Agreement from
customers baseq upon the services rendered, whether such tax
is now in existence or hereinafter promulgated or applied.

The obligation to pay such taxes shall be in addition to the

10
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sbligation to pay the appropriate rates set forth in Article

4 of this Agreement.

ARTICLE 10. FORCE MAJEURE.

10.1. Suspension of Obligations. If by reason of
force majeure any party hereto is rendered unable, wholly or
in part, to carry out its obligations under this Agreement,
and if such party gives notice and reasonably full
particulars of such force majeure, by an express means of
written communication, to the other ©party wigﬁin a
reasonable time after the occurrence of the event of force
majeure relied on, the party giving such notice, to the
extent that it is affected by such event of force majeure,

shall not be in default of its obligations hereunder or

liable in damages during the continuation of any inability

so caused. The party claiming suspension due to force
majeure shall use due diligence to put itself BUYBLICSERYIGE COMMISSION
OF KENTUCKY
position to carry out all of the obligations which HT%ﬂNE'
assumes in this Agreement. MAY 131998
10.2. Force Majeure. The term "force majeUFRANTAO 807 KARS5011,
SECTION 9 (1)

used herein means any cause not reasonably in the cont
Y y RESRIBAD B

‘ - : . . .. SECPETARY OF THZ COMMISSION
the party claiming suspension, including but not llmlgég to,

acts of God or a public enemy, strikes, riots, iﬁjunctions
or other interference through legal proceedings, breakage or
accident to machinery, equipment or pipelines not due to
negligence or willful misconduct of the party invoking force

majeure, wash-outs, earthquakes, storms, freezing of lines
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or wells, blowouts, shutdowns to make emergency or
unexpected repairs to machines, equipment or pipelines.
10.3. Obligation to Pay. Notwithstanding the
foregoing provisions of this Article, may not claim
suspension, by reason of force majeure, of its obligations

under Articles 4 and 9 of this Agreement to pay Delta for

transportation service previously rendered, including
applicable taxes and franchise fees, which D&UALC SERUCE COMMISSION
- OF KENTUCKY
permitted to collect from hereunder. EFFECTIVE
ARTICLE 11. GOVERNMENTAL REGULATION. MAY 13 1998
11.1. This Agreement shall be subject ﬁﬁ@Mﬁﬁﬁ)&ﬂKARSOﬁ
SECTIONO (1)

applicable and valid statutes, rules, orders and regul L QNS
PP BV Sk Buy

of any federal, state or local governmental authortty 6% TECOMMISSION

agency having jurisdiction over the parties, their
facilities or gas supply, this Agreement or any provision
thereof. The parties agree that should any state, federal
or local governmental authority or agency with jurisdiction
over the parties to this Agreement or transactions herein
require approval for the sale or transportation of‘~;as
hereunder, then each party shall make all necessary
applications or filings and shall submit any records or data
required by such governmental authority or agency;/

11.2. Neither party shall be liable for failure to
perform hereunder if such failure is due to compliance with
rules, regulations, laws, orders or directives of any state,

federal or local governmental regulatory authority or

agency.

12
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11.3. Nothing in this Agreement shall prevent any
party from contesting the validity of any law, order, rule,
regulation or directive of any state, federal or other
governmental regulatory authority or agency, nor shall
anything in this Agreement be construed to require any party
to waive its right to assert the lack of jurisdiction of

such regulatory body, governmental entity, or agency over

this Agreement or any party thereto.

11.4. This Agreement shall not be effective in whole
or in part until and unless all necessary regulatory
approvals or authorizations shall have been obtained to the
satisfaction of each of the parties hereto. In the event
any such approval or authorization is withdrawn or expires
(and any renewal is refused by the appropriate regﬁlatory
authority), this Agreement may be canceled at the option of
any party hereto. Delta shall seek the appropriate

regulatory approvals in a manner calculated to allow for

service to —

——

11.5. Except as otherwise_ provided herein, this
Agreement is subject to the terms and conditions of Delta's
Rates, Rules and Regulations “Regs”, as set ‘forth in Delta's
tariffs on file with the Kentucky Public Service C‘émmission,
as same may be changed from time to time. (Delta shall.

PUBLIC SERVICE COMMISSION

provide a copy of the “Regs” to ) - OF KENTUCKY
EFFECTIVE

MAY 13 1998

PURSUANT TO 807 KAR 5011,
SECTION 9 (1)

By._SkanD Rud

13 SECRETARY OF THE COMMISSION
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ARTICLE 12. CONFIDENTIALITY.

Except as otherwise provided herein, Delta and
shall maintain the confidentiality of the terms and
conditions of Articles 2 and 4 of this Agreement, and Delta
and agree not to divulge same to any third party except
to the extent required for to purchase or monitor

Supplier Contract Gas or as may be required by law, court

or the order or regulation of any administrative

order

agency having jurisdiction over either party.

ARTICLE 13. GOVERNING LAW.

This Agreement was entered into under and shall be

construed in accordance with the laws of the Commonv@gh'gggﬁkygs&%MBSlON

Kentucky. EFFECTIVE
MAY 13 1998
ARTICLE 14. NOTICES. PURSUANT 10 807 KAR 5011,
Any notice, request, demand, statement, bill,gpa SH?DNQU)

. . - SECRETaRY
or other communication. from any party to any other sh;il gg&cmmsam

—~——

in writing and shall be deliveredAto the addresses listed

below or at such other address as the receiving party may

designate in writing:

s
v

To DELTA: Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, KY 40391
Attention: George S. Billings

To
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Copies to: PUBLIC SERVICE COMMISSION
OF KENTUCKY .
EFFECTIVE

MAY -13 1998

PURSUANT TO 807 KAR 5011,
SECTION 9(1)

BY: Sﬁwhui) Bbu

SECRETARY OF THE COMMISSION

ARTICLE 15. ASSIGNMENT.

Either party may assign this Agreement or any of its
rights or obligations hereunder with the express written
consent of the other party which shall not be unreasonably
withheld provided that Delta may assign this Agreement or
any of its rights or obligations hereunder to another entity
affliated with or controlled by Delta.

ARTICLE 16. SUCCESSORS.

Subject to the terms and conditions of this Agreement,
this Agreement shall extend to and be binding upon the
successors and assigns of the parties hereto.

ARTICLE 17. WAIVER.

A waiver by any party of any one or more defaults. by
any other party in the performance of any provision of this
Agreement, shall not operéte as a waiver’ of any future

default.

ARTICLE 18. SEVERABILITY.

Except as otherwise provided herein, any provision of
this Agreement declared or rendered unlawful by a statute,

court of law or regulatory agency with jurisdiction over the
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pastizs or either of them, shall not otherwise affect the

ctirer obligations of the parties under this Agreement.

ARTICLE 19. HEADINGS.

The headings of the provisions of this Agreement are
used for convenience only and shall not be deemed to affect
the meaning or construction of such provisions.

IN WITNESS WHEREOF, the parties hereto have hereunto set

their hands this the day and year first above written.

DELTA AT[?A GAS COMPANY INC.

. LT AL/\ {\ MISSION
' puBLIC SERVICE COMM
Title \/FQLMLL w C’—w L/I.Aﬁ% OFEgFESg_‘l_"SéY
MAY 13 1998
- | ANT TO 807 KAR 5011,
PURSU SECTlON a9(1)
Title <
BY: ey oF T COMMSSION

16
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F\LED

AUG 301989

p1; @1 IC SERV! CE
COMMISSION

THIS AGREEMENT, made and entered into this 39fc day of

é&%ﬁﬁi:_ 1989, by and between DELTA NATURAL GAS COMPANY, INC.

AGREEMENT

(Delta), a Kentucky Corporation, and SIPPLE BRICK, INC. (End

User), a Kentucky Corporation.

WITNESSETH:

THAT, WHEREAS, End User desires to purchase certain
quantities of natural gas from a supplier to be designated
(Supplier) and Supplier intends to cell the same to End User; and

WHEREAS, End User desires to have said guantities of
natural gas purchased from Supplier transported and delivered to
End User in Stanton, Kentucky, by Delta; and

WHEREAS, Delta, subject to the terms and conditions set
forth herein, desires to transport and deliver to End User that
quantity of natural gas purchased by End User from Supplier and
delivered by Supplier to Delta at a certain designated point;

NOW THEREFORE, the parties agree to as follows:

ARTICLE 1. DEFINITIONS

Unless this Agreement provides otherwise, the following

definitions shall apply:
1.1, "Natural Gas" or "Gas" shall mean any mixture of

hydrocarbons or hydrocarbons and non-euRbUSEIBUL CoMESEYN in a
OF nFNTHPnf
gaseous state, consisting essentially of methanel#&i i

1.2, "Delivery Point" shall nellGC J 6h989 point of

interconnection between the pipeline fad®lFRities .of3belta.sahd the

LELTION G Ay

5 rd
'/
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metering facilities of Columbia Gas Transmission Coxporation
(Columbia Gas} at or near Stanton, Kentucky or other points which
may be agreed to through mutual written agreement of the parties
hereto.

1.3. "Redelivery Point"” shall mean the point of
interconnection between the pipeline facilities of Delta and the
metering facilities of Delta for End User.

1.4. "Supplier Contract Gas" shall mean the volumetric
quantity of natural gas delivered at the Delivery Point to Delta
by Supplier for the account of End User.

1.5. "Excess Gas" shall mean the amount or guantity of
natural gas delivered by Delta to End User at the Redelivery Point
in excess of or in addition to the Supplier Contract Gas (as
adjusted for Delta's retainage of two percent (2%) for losses).

l.6. "Mcf" shall mean the guantity of gas occupying a
volume of one thousand (1,000) cubic feet at a pressure base of
14.73 pounds per square inch absolute (14.73 psia) and a
temperature base of 60 degrees Fahrenheit (60 F).

ARTICLE 2. TERM,

2.1. Subject to the terms and conditions herein, the term
of this Agreement shall commence effective the date transportation

commences under the Columbia Gas and Columbia Gulf Transmission

Company (Columbia Gulf) agreements contempiakedchesmimsionbut not
OF HENTUCKY
later than October 1, 1989, and shall continueriggtivfull force and

effect for a primary term of three (3) YeargicaRq) gR¢reafter for

any additional period which may be ﬁ@ﬁﬁﬁ?z.?Qﬁﬂthﬁoughllm“tual
STOTWON 941,

his agreement shall

c i T e

written agreement of the parties hereto.
EY L&
2 e

PICII 44 ¥

GAMISSION MANAGER
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become null and void in the event End User, Delta or an affiliate
are unsuccessful in entering into agreements with Supplier,
Columbia Gas and Columbia Gulf prior to October 1, 1989. End User
and Delta shall each further have the right to terminate this
Agreement in the second and third years if End User is
unsuccessfiul in secﬁring a transportation rate from Columbia Gas
and Columbia Gulf that is acceptable to End User.

ARTICLE 3. TRANSPORTATION AND DELIVERY OF CONTRACT GAS.

3.1. Subject to the provisions of Article 6 hereof and
subject to available capacity and the daily needs of End User,
Delta shall accept from Supplier on behalf of End User all daily
Supplier Contract Gas which is delivered by Supplier to the
Delivery Point, up to a daily maximum of one thousand (1,000) Mcf.

3.2, Delta shall transport and deliver to End User in
Stanton, Kentucky, natural gas in guantities which are eqguivalent
to the amount of Supplier Contract Gas less two percent {(22) by
volume for line loss.

3.3. Volumes transported and delivered by Delta to End
User as provided in Article 3.1 herein shall be balanced on a
daily basis as nearly as possible. Should such an imbalance exist
upon the termination of this Agreement, such imbalance will be
corrected within thirty (30) days of such tefmination. If, at any
time during the term hereof, Excess pGasc g@s;cqgﬁmm:mn paragraph
1.5 hereof) is delivered to End User, theor'{jlgt\ai:‘a}szztll notify End

User to promptly correct such imbalance A|jG 5ff B User fails to

promptly correct such imbalance, thqsbggg.;‘ta, ay? #Ajust ldeliveries
LELTIN B ALY,

to End User until Supplier has deliver_;é:d\;_a quén)ugty of gas to

™~

l ~T £5 i

3 CUMMISSION MANAGER



AG 19 (a)
Page 4 of 14

Delta sufficient to balance deliveries from Supplier with
redeliveries to End User. End User shall purchase from Delta the
Excess Gas delivered to End User in accordance with Articles 4 and
5 of this Agreement.

3.4. Delta's transportation obligation hereunder shall be
to provide interruptible service to End User. Supplier Contract
Gas transported hereunder for End User will be subject to
interrupticn in accordance with normal interruption procedures
applicable to the Interruptible Rate schedule of Delta or of any
intermediate transporters of Supplier Contract Gas. Delta shall
have the right at any time to curtail or interrupt the receipt,
transportation or delivery of gas hereunder when, in its sole
judgment, such curtailment or interruption is necessary to enable
Delta to 'maintain delivery to customers of higher priority, to
respond to any emergency or to minimize or eliminate any imbalance
of deliveries under this Agreement.

3.5. Delta shall not be responsible for paying any
transportaticn or related costs of intermediate transporters,
including related 1line loss, compressor fuel, gas inventory
charges and any penalties or other costs.

ARTICLE 4. PRICE.

4.1. Subject to the provisions of Article 3.1, End User

shall pay Delta Forty-eight cents ($.48¥B¥%g§¥&¥'gﬁffﬁao%he three

.....

year term of this Agreement for the sebvicds¥ of Delta in
transporting to End User under the terms w&ﬁy&%greement the

]

patural gas in amounts equal to orPURess . than'” the~ dmount of
& )

ZL e

NAGLP

5510 KA
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Supplier Contract Gas (minus two percent (2%) by vclume for line
loss).

4.2. For any Excess Gas delivered or sold by Delta to End
User, End User shall pay Delta the applicable Interruptible
. Service Rate of Delta (Base Rate Plus Gas Cost Recovery Rate), as
set forth in Delta's tariffs on file with the PSC, as same may be
changed from time to time.

4.3. To the extent that Supplier Contract Gas is available
at the Redelivery Point, natural gas shall supply End User's full
requirements and there shall be an annual minimum usage of 100,000
Mci by End User. If End User fails to use at 1least 100,000 Mcf
during any twelve month period under this Agreement, the amount
paid for all gas transported during said twelve month pericd shall
be a minimum of $48,000.

ARTICLE 5. STATEMENTS AND PAYMENTS.

5.1. Statements shall be rendered by Delta as appropriate
to End User each month showing the amounts gue to Delta for
services rendered by Delta for End User during the preceding
billing month,

5.2. Each statement required to be furnished shall be
mailed to the address set forth in this Agreement. Payment by
check payable to the order of Delta Natural Gas Company, Inc.
shall be made by End User by mailing same within fifteen (15) days

PUBLIC SERVICE COMMISSION
after receipt of the bill. End User agredd {#OTpAY interest at the
SEFECTIVE

rate of one and one-half percent (1 1/2% per month on any

AUG 5 0 1989

outstanding balance which is due Plelta under the terms of this
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Agreement and which is not paid within the time period previously
set forth.

ARTICLE 6. QUALITY.

6.1. All sSupplier Contract Gas and all gas delivered to
End User hereunder shall at all times be merchantable and be free
from gasoline, o0il, water, salt, gum, dust and other foreign
substances that might interfere with the marketability of the
gas. The gas delivered by Supplier shall contain not less than
1,000 Btu per cubic foot (as determined by calorimeter test at 60
degrees Fahreheit (60 F) and saturated with water vapor), and a
utilization factor of 1,300 plus or minus 6% (U.F. = heating value
(BTU) divided by the square root of gravity). The gas delivered
shall not contain more than:
(a) Seven (7) pounds of water per million cubic feet
measured at 14.7 psia and 60 degrees Fahrenheit
on an approved dew point apparatus;
(b} Three percent (33%) by volume of carbon dioxide;
(c) Twenty-five hundredths (0.25) grain of hydrogen
sulfide per one hundred (100) cubic feet; or
(d) Ten (10) grains of total sulphur per one hundred
(100) cubic feet.
6.2. The requirement that the natural gas tendered by
Supplier to Delta on behalf of End User conform w

osoRto é&&mgggwforegoing

e . . s OF SENTHORY
specifications is a condition precedent t&uh”hégfperformance by

Delta of the obligation to transport gas ﬁ@g??ﬁ ﬁ&fr imposed by

this . -
Agreement 7 Wi L1,

PURS:LH.&: PRI +
ooy
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ARTICLE 7. MEASUREMENT.

7.1, Meters and other related equipment installed and
maintained by or on behalf of Delta shall be the exclusive methcd
and means of determining the quantity of gas redelivered to End
User or delivered to Delta by Supplier for the account of End
User. Reading, calibration and adjustment of Delta's meters and
related measurement equipment shall be performed solely by Delta
using generally accepted procedures. Delta shall read said meters
at regular intervals and the cost of reading, calibrating,
adjusting and otherwise maintaining said meters, excluding repair
of damage due to the negligence or willful misconduct of End User,
shall be borne by Delta. Delta shall test the accuracy of any
Delta-owned meter in use under this Agreement in accordance with
its standard practices as filed with the Kentucky Public Service
Commission (Practices 0-8.1 and 0-8.2) for such testing.

7.2. If End User challenges the accuracy of any meters
maintained by Delta and requests to have the meters tested, Delta
shall test the meters in the presence of End User or its
representatives, if End User exercises the right to be present or
represented at such teét. If the test shall prove the meter to be
accurate within plus or minus two percent (+ or - 2%), the cost of
testing the same shall be borne by the party requesting the test,
but if the test proves the meter to bepaﬂuggfggﬁbypygggﬂghan plus

[EN

or minus two percent (+ or - 2%), then théicdS£f6f testing and

S U I

repairing the same shall be borne by the par wh efitted fr
P 9 ¥ PATEYG S 1GRP om
the inaccuracy. Meter measurements fogﬁgwighygﬁggﬁgaggf!?Pre than

plus or minus two percent (+ or - 2%) shal;IL
o

SR S .
be’ cofrected and the

{8

7 ei
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accounts for the period during which the meter error existed shall
be adjusted accordingly. 1In the event the period during which the
meter error existed 1is unknown, then the accounts shall be
adjusted for one-half of the elapsed time since the last previcus
test but in no event for a period of more than sixty (60) days.

ARTICLE 8. DELIVERY POINTS AND TITLE.

8.1. Supplier Contract Gas. The point of delivery from
Supplier to Delta for the account of End User shall be that
Delivery Point herein described in Paragraph 1.2. End User shall
retain title to the gas from the Delivery Point to the Redelivery
Point. While Delta is in control and possession of the Supplier
Contract Gas, it shall be responsible for any damage, claim,
liability or injury caused by the gas and shall be responsible for
the gas itself.

8.2. Excess Gas. The title to the Excess Gas sold by
Delta to End User hereunder shall pass to End User at the
Redelivery Point. Before the Excess Gas passes the Redelivery
Point, Delta shall be in control and possession thereof and shall
be responsible for the gas itself.

8.3. After delivery at the Redelivery Point of the
Supplier Contract Gas and the Excess Gas sold by Delta to End User
hereunder, End User shall be deemed in control and possession
thereof and shall be responsible for aﬁ@aa%ﬁﬁﬁéﬁ;gﬁﬁﬁgyoﬁiability

OF
or injury caused by the gas. L

S
g

ARTICLE 9. TAXES AND FRANCEISE reEs. AUG J 1 1989

w o

“”ﬁd£%§anchise

Delta may collect from End Usé&ﬁ*any;‘tdﬁgg
TELERNG B

ﬁﬁéngiax and

0 ANAGED

fees, including, but not limited to, rsaygéﬁgggg

¥
Ut CMedics:

8
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gross receipts tax, which, by law, may be collected from End User
and which are not otherwise paid by End User, whether such tax is
now in existence or hereinafter promulgated or applied. The
obligation to pay such taxes shall be in addition to the
obligation to pay the appropriate rate set forth in Article 4 of
this Agreement.

ARTICLE 10. FORCE MAJEURE.

10.1. Suspension of Obligations. If by reason of force
majeure any party hereto is rendered unable, wholly or in part, to
carry out its obligations under this Agreement, and if such party
gives notice and reasonably full particulars of such force
majeure, by an express means of written communication, to the
other party within a reasonable time after the occurrence of the
force majeure relied on, the party giving such notice, to the
extent that it is affected by such force majeure, shall not be in
default of its obligations hereunder or liable in damages during
the continuation of aﬁy inability so caused. The party claiming
suspension due to force majeure shall use due diligence to put
itself again in position to carry out all of the cbligations which
it assumes in this Agreement.

10.2. Force Majeure. The term "force majeure” as used

herein means any cause not reasonably in the control of the party

claiming suspension, including but notFilEMi Eed "€, Mt 80MdE God or

NIt}
(SIS I3

a public enemy, strikes, riots, injunctions bY Gt#ier interference

through legal proceedings, breakage or oiideh§I8%o machinery,

-equipment or lines of pipe not dueiiita..negligeésice ok, willful
B SRICIER

orb s

misconduct of the party invoking{ﬁjofééh4pajéu£egi washouts,

I HANAGEDR
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earthquakes, storms, freezing of 1lines or wells, blowouts,
shutdowns to make emergency or unexpected repairs to machines,
equipment or 1lines of pipe, and compliance with any statute ox
requlation, either State or Federal, or with any order of the
Federal government of any branch thereof, or of the government of
the Commonwealth of Kentucky.

10.3. Obligation to Pay. Notwithstanding the foregoing
provisions of this Article, End User may not claim suspension, by
reason of force majeure, of its obligations under Article 4 and 9
of this Agreement to pay Delta for transportation service rendered
and those taxes and franchise fees which Delta may collect from
End User.

ARTICLE 11. GOVERNMEMTAL REGULATICN.

11.1. This Agreement shall be subject to all applicable
and valid statutes, rules, orders and regulations of any federal,
state or local governmental authority or agency having
jurisdiction over the parties, their facilities or gas supply,
this Agreement or any provision thereof. The parties agree that
should any state, federal oxr 1local governmental authority or
agency with jurisdiction over the parties to this Agreement or
transactions herein require approval for the sale of gas
hereunder, then each party shall make all necessary applications

FUBLIC SIRvi0t onMms

or filings and shall submit any records og;d@&gmggqﬁy@gd by such

AN

governmental authcrity or agency.

11.2. Delta shall not be 1liable Alf'grs {}ngglre to perform

) . ) PUBL Cre e 07 My, o)
hereunder if such failure is due to 'ggmp;gq"e'”WE%h rules,

5

Y s
L - et
- v
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regulations, laws, orders or directives of any state, federal or
local governmental requlatory authority or agency.

11.3. If at any time during the term of this Agreement,
any fedetal, state or 1local governmental authority, agency or
requlatory body shall take any action whereby Deita will be
prohibited or prevented from receiving in full 2all amounts and
monies which End User has agreed to pay Delta or Delta shall be
subjected to terms, conditions or —restraints that in the
reasonable Jjudgment of Delta would cause performance of this
Agreement to be unduly burdensome to Delta, Delta may cancel and
terminate this Agreement as oi the date on which such action would
so prevent, prohibit or unduly burden Delta. Delta shall notify
End User, in writing, of such cancellation and termination and the
reason theérefcr as soon as 1is practicable. End User shall have
seven (7) business days to assist Delta in alleviating, to Delta's
satisfaction, such prevention, prohibition or burden, after which
time such cancellation and termination shall be effective at
Delta's,discretion.

11.4. Nothing in this Agreement shall prevent any party
from contesting the validity of any law, order, rule, regulation

or directive of any state, federal or other governmental

regulatery authority or agency, nuﬁpﬁ‘k sanythingioNin this
o ,..jl,}.j” Y

Agreement be construed to require any party to waive its right to

assert the lack of Jjurisdiction of sughec pq¥fhtory  body,

governmental entity, or agency over this Agreemept nor -an¥y party
[of 1A P _‘ ;‘v;'-.-':" - < o, -

thereto.
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11.5. This Agreement shall not be effective in whole or in
part until and unless all necessary regulatory approvals or
authorizations shall have been obtained to the satisfaction of
each of the parties hereto. In the event any such approval or
authorization is withdrawn or expires (and any renewal is refused
by the appropriate regulatory authority), this Agreement may be
cancelled at the option of any party hereto. This Agreement may
be terminated by Delta at any time during the term hereof if
performance of this Agreement would subject Delta to the
jurisdiction of the Federal Energy Regulatory Commission (FERC) oxr
its successor. To the extent that Delta is aware of impending
jurisdiction by FERC, Delta shall notify End User, in writing, of
such impending action and the reason therefor thirty (30) days
prior to termination.

11.6. Except as otherwise provided herein, this Agreement
is subject to the terms and conditions of Delta's Rates, Rules and
Regulations, as set forth in Delta's tariffs on file with the PSC,
as same may be changed from time to time.

ARTICLE 12, GOVERNING LAW.

This Agreement was entered into under and, to the extent
permitted by law, shall be construed in accordance with the laws
of the Commonwealth of Kentucky. pugucfw”“‘f"ﬂWMD ION

OF

ARTICLE 13. NOTICES.

Any notice, request, demand, statemgnrﬂibﬁmﬂ, payment, or

other communication from any party pka. . any other sh&il be in
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such other address as the receiving party may designate in

writing:
To Delta: Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, Kentucky 40391
ATTN: George S. Billings
To End User: Sipple Brick, Inc.

P.0O. Box 567
Stanton, Kentucky 40380
Attention: Wm. F. Harrison, Jr.

ARTICLE 14. ASSIGNMENT.

This Agreement nor any of the rights or obligations
hereunder may be assigned without mutual written consent of the
parties hereto.

ARTICLE 15. SUCCESSORS.

Subject to the terms and conditions of this Agreement, this
Agreement shall extend to and be binding upon the successors and

assigns of the parties hereto.

ARTICLE 16. WAIVER,

A waiver by any party of any one or more defaults by any
other party in the performance of any provision of this Agreement,
shall not operate as a waiver of any future default.

ARTICLE 17. SEVERABILITY.

Except as otherwise provided herejinyany: provisinpnf this
Agreement declared or rendered unlawful by a éfétuté{“court of law
or regulatory agency with jurisdiction over e PECIYR9s or either

of them, shall not otherwise affect the, other obligations iof the

parties under this Agreement.

13
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ARTICLE 18, HEADINGS.

The headings of the provisions of this Agreement are used
for convenience only and shall not be deemed to affect the meaning

or construction of such provisions.
IN WITNESS WHERECF, the parties hereto have hereunto set

their hands this the day and year first above written.

DELTA NATURAL GAS COMPANY, INC.

By L3l (2 @?"W’
Title @W

SIPPLE BRICK, INC.

By Zé/\?{/cémmg

ritle V FRes. £ 65/1/ Mok,

14






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

20. Follow-up to 2-PSC-21.

a.

RESPONSE:

a.

b-i

Is this just an opinion of Mr. Seelye or is there some analysis that
supports his position? If he has relied on some analysis, please
provide that analysis.

Please provide the number of Delta residential customers that use
natural gas for space heating.

Please provide the number of Delta residential customers that do
not use natural gas for space heating.

Please provide the number of Delta small commercial customers
that use natural gas for space heating.

Please provide the number of Delta small commercial customers
that do not use natural gas for space heating.

Please provide the number of Delta residential customers that have
left the Delta system in the last 5 years that used natural gas for
space heating.

Please provide the number of Delta residential customers that have
left the Delta system in the last 5 years that did not use natural gas
for space heating.

Please provide the number of Delta small commercial customers
that have left the Delta system in the last 5 years that used natural
gas for space heating.

Provide Please the number of Delta small commercial customers

that have left the Delta system in the last 5 years that did not use
natural gas for space heating

Mr. Seelye’s response was based on discussions with Delta
employees.

The requested information is not available.

SPONSORING WITNESS:

W. Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

21. Please refer to the Value Line sheets provided in response to Staff Data
Request, Set 2, No. 16 and to Attorney General's Data Request No. 128.
Where, on the page for Delta Gas, is found the 6.5 percent 5 year forecast
earnings growth used by Dr. Blake in his Exhibit MJB-77?

RESPONSE:
The 6.5 percent 5 year forecast can be found in the box labeled “Annual
Rates”. This box is on the left hand side of the page about midway down

the page. It has been marked with an arrow and an underline on the
attached document.

SPONSORING WITNESS:

Martin Blake
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22.

DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

Please refer to the Company’s response to Attorney General's Data
Request No. 133, and specifically the report on Delta by Stifel, Nicolaus &
Company. At pages 3 and 9 of their repor, Stifel, Nicolaus report that
Delta’s debt percentage of total capitalization is 52 percent. There being
no preferred stock, this implies an equity percentage of 48 percent.
Please reconcile these observations with the 34 percent equity proportion
shown for Delta on Dr. Blake’s Exhibit MJB-2. Then, reconcile both
percentages with the 37.15 percent equity shown on Schedule 9 in the
Company’s response to 807 KAR 5:001, Section 10(6)(h).

RESPONSE:

Stifel, Nicolaus & Company issued its report dated June 13, 2003 just after
Delta’s public stock sale. It had data available for the quarter ended
March 31, 2003. Delta believes that Stifel, Nicolaus made a pro forma
adjustment to reflect the stock sale in the quarter-ended March 31, 2003,
results and did not include the short term debt.

Dr. Blake's information includes data from Edward Jones’ summary that
included data from Delta’s September 30, 2003 quarter end and included
short-term debt.

Schedule 9 information was from data at December 31, 2003, the end of
the test period, and included short-term debt.

SPONSORING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

23. Please identify the column headings in the attachment to the. response to
Attorney General's Data Request No. 137.
RESPONSE:
A/C 191 Unrecovered Purchased Gas Cost
A/C 192 Actual Adjustment Gas Costs
A/C 193 Balance Adjustment Gas Costs

Total

SPONOSRING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

24. Please refer to the attachment to the Company’s response to the Attorney
General's Data Request No. 139, and specifically the $1,010,147 payable
from Delta Resources to Delta Natural Gas and the $2,429,865.

a.

b.

C.
RESPONSE:

a.

Describe fully the cause and nature of these payables.

State whether these amounts should be construed as loans from
Delta Natural Gas to the affiliated entities and if not, why not.

Identify the terms of the repayment of these payables.

The cause of the payables is primarily the net cash paid to third
parties on behalf of the subsidiaries. In addition, payables to Delta
are booked when administrative expenses allocable to the subs
and the interest owed are recorded.

See response to ltem (c) below.

There are no specific terms or schedule for the repayment of these
payables as none is required. They are currently payable (or
receivable) as intercompany transactions and are eliminated in
consolidation. All cash is used by the parent company, Delta
Natural Gas, and appropriate intercompany accounts and expenses
are allocated and recorded.

SPONSORING WITNESS:

John B. Brown
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

25. The Company’s response to the Attorney General’'s Data Request No. 138
states that the financial data in response to Staff Data Request No. 9 was
for Delta Natural Gas, the regulated entity, as is the attachment to the
response to Data Request No. 138. The Attorney General's data request
sought corresponding schedules for the combined company, inclusive of
the unregulated entities. Please provide the requested information.

RESPONSE:
AG-1 ltem 138a requests “schedules submitted in response to PSC staff
Data Request No. 9 exclusive of the assets, liabilities, revenues, expenses
and cash flows of the subsidiaries,” and that is what was provided in the
response.
The financial statements inclusive of the unregulated entities, can be
found behind tab 38 in the Filing Requirements, Delta’s Consolidated
Annual Report and 10K.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

26. The Company’s response to Attorney General's Data Request No. 138
shows short term debt as of December 31, 2002 and 2003. Please
provide the average amount of short-term debt outstanding at the
conclusion of each month between December 31, 2002 and December 31,

2003.

RESPONSE:
MONTH AMOUNT

December 2002 28,563,130
January 2003 27,087,328
February 2003 16,545,318
March 2003 6,858,511
April 2003 14,335,364
May 2003 3,766,663
June 2003 1,387,240
July 2003 3,337,140
August 2003 7,551,545
September 2003 11,628,595
October 2003 15,803,168
November 2003 17,392,479
December 2003 17,604,889

SPONOSRING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

o7 What is Delta’s investment in its subsidiary Companies? Is that
investment treated as equity investment?

RESPONSE:
See Delta’s Schedule 9 in the Application, under Tab 27, for the amount.
Delta’s investment in subsidiary companies represents the subsidiaries’
net income after tax, offset by any dividends declared by the subs. This is
treated as an equity investment.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL
28. Does the equity component of Delta’s capital structure include customer
deposits? If so, what is the amount of these deposits?
RESPONSE:

No.

SPONSORING WITNESS:

John F. Hall






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

29. Follow-up to Question 52. Pages 362 and 363 appear to provide the plant
and reserve balances as of December 31, 2002. These balances match
the balances shown on Appendix B of the depreciation study, where they
are labeled “As of June 30, 2002.” They also match the balances in
Appendix C of the depreciation study. Please reconcile these two data
sources and explain the inconsistency in labeling.

RESPONSE:

The appendix was mislabeled. It should have been labeled “As of
December 31, 2002". In the study, calendar-year data was used, not
fiscal year data, as stated in the report.

SPONSORING WITNESS:

W. Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

30. Follow-up to Question 71. Please provide all information Delta is aware of
concerning the existing depreciation rates. For instance, are the existing
rates remaining life rates?

RESPONSE:
All information Delta is aware of concerning the existing depreciation rates
was provided in response to 1-AG-71. Delta could not locate a copy of the
study (or studies) used to develop the current depreciation rates, and is
unaware of the assumptions made to develop those rates.

SPONSORING WITNESS:

W. Steven Seelye:
John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

31. Follow-up to Question 72. Please provide the parameters (including
survivor curve and net salvage ratio) underlying the existing depreciation
rates. For instance, the response to Question 117 states that the existing
rate for account 1.333 does not include a provision for net salvage. This
would indicate some knowledge of the existing parameters. Please
provide this information to the maximum extent possible; i.e., if not every
account is known, please provide the information where it is known.

RESPONSE:

See response to 2-AG-30. The response to 1-AG-117 (b) does not refer
to the net salvage provisions reflected in the development of the current
depreciation rates; rather, it refers to the net salvage percentages used by
Delta in connection with its implementation of SFAS 143. These net
salvage percentages, which were provided by The Prime Group last year,
were subsequently used in the development of the proposed depreciation
rates and are shown in the depreciation study.

SPONSORING WITNESS:

W. Steven Seelye
John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

32. Follow-up to Question 87. Please provide the 2005 budget mentioned as
being attached to the response.

RESPONSE:

The referenced capital budget was inadvertently omitted. It is attached.

SPONSORING WITNESS:

Glenn R. Jennings
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL
33. Follow-up to Question 96. Please refer to the page of the attachment
entitled “Memo re CPR’s”. Please describe what was done regarding the
two recommendations on this page.
RESPONSE:

First Recommendation:

Work has been done to identify all assets by taxing districts and year of
installation on Delta’s CPR’s. All of Delta’s assets are identified by taxing
districts now and most all are identified by year of installation except for
gathering lines, transmission mains and some distribution mains. Plastic
distribution mains have been identified by year of installation and steel will
be completed by the end of 2004 along with gathering and transmission
lines.

Second Recommendation:

No action has been taken. Delta retires mass property on a first in - first
out basis. Therefore, over-depreciation is kept to a minimum because the
oldest assets are retired first. The formulation of rates in the deprecation
study assumes the consistent application of Delta’s historical depreciation
and retirement accounting procedures.

SPONSORING WITNESS:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL

34. Follow-up to Question 111. Please provide the spreadsheet in electronic
format (Excel), with all formulae intact, as originally requested. If any
amounts are “hard coded” in the spreadsheet, please provide the source
of those amounts.

RESPONSE:

See attached.

SPONSORING WITNESS:

John B. Brown



