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April 19, 2004 RECEIVED

APR 16 2004

PUBLIC SERVICE
Hon. Thomas Dorman POMMIa8I0N
Executive Director

Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, KY 40601

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

Dear Mr. Dorman:

We enclose for filing an original and 10 copies of the Response of Delta Natural
Gas Company, inc. to the Commission Staff's First Data Request in the above-
captioned case. In addition, we enclose for filing an original and ten copies of Delta’s
Petition for Confidential Protection. Best regards.

Sincerely,

et &) sz

Robert M. Watt, 1l
Rmw
Cc:  Elizabeth E. Blackford {w/encl.)
Mr. John F. Hall (w/o encl.)

LEXINGTON ] L. ¢ UISsS YV ILELE | FR ANIKTFORT ! HENUDEH BRTZSEON



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of: RE’C’E’EVED

AN ADJUSTMENT OF THFE. RATES ) LPR 15 2004

OF DELTA NATURAL GAS ) CASE NO. 2004-00067

COMPANY, INC. ) PUBLIC SERVICE
COM«A!MION

**********

PETITION OF DELTA NATURAL GAS COMPANY, INC. FOR
CONFIDENTIAL PROTECTION

Delta Natural Gas Company, Inc. (“Delta”) petitions the Kentucky Public Service
Commission (“Commission™) pursuant to 807 KAR 35:001, Section 7 and KRS
01.878(1)(k), 61.878(1)(1), 131.190(1), and 26 U.S.C.A. §6103(a) to grant confidential
protection to certain information relating to its federal and state income tax returns, which
information is being provided in response to Item No. 23 (8) of the First Data Request of
Commission Staff dated March 17, 2004, in the above captioned proceedings. In support
of this Petition, Delta states as follows:

1. On March 1, 2004, Delta served notice of its intent to file a rate
application for a general adjustment in rates with the Commission. On March 17, 2004,
the Commission Staffissued its First Data Request to Delta.

2. In response to the Commission Staff’s Data Request No. 23(8), Delta is
providing a copy of its federal and state income tax returns for the taxable year ended
during the test year, including supporting schedules. KRS 61.878(1)(k) exempts from

public disclosure “al] public records or information the disclosure of which is prohibited



by federal law or regulation.” Pursuant to 26 U.S.C.A. §6103(a), state officials are
prohibited from publicly disclosing any federal income tax return or its contents.
Therefore, federal income tax returns fall within the exemption provided by KRS
61.878(1)(k) and are exempt from disclosure. See In the Matter of: Application of
Adjustment of Rates of Kentucky Power Company, Case No. 91-066, Order of July 23,
1991, pp.5-6. KRS 61.878(1)(1) exempts from the Kentucky Open Records Act “public
records or information the disclosure of which is prohibited or restricted or otherwise
made confidential by enactment of the General Assembly.” KRS 131.190(1) requires
that all income tax information filed with the Kentucky Department of Revenue be
treated in a confidential manner. Thus, state income tax returns are also confidential in
nature and are protected from disclosure by KRS 61.878(1)(1). See In the Matter of
Rate Adjustment of Western Kentucky Gas Company, Case No. 90-013, Order of January
28,1991, p.2.

3. In accordance with the provisions of 807 KAR 5:001 Section 7, one copy
of Delta’s response to the Commission Staff’s Data Request No. 23(8) with the
confidential information highlighted (in this case, the confidential tax returns are attached
under seal) and ten (10) copies of Delta’s responses without the confidential information

are herewith filed with the Commission.

Respecttfully submitted,

Robert M. Watt, III

Roger M. Cowden

Stoll, Keenon & Park, LLP

300 West Vine Street, Suite 2100
Lexington, Kentucky 40507
(859) 231-3000
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Couflsel for Applicant

CERTIFICATE OF SERVICE

This is to certify that the foregoing pleading has been served by hand delivering a
copy of same to the following person on this 19' ™ day of April 2004:

Elizabeth E. Blackford, Esq.
Assistant Attorney General
Office of Rate Intervention
1024 Capital Center Drive
Frankfort, KY 40601
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Coutsel for Applicant
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067

FIRST PSC DATA REQUEST
DATED 3/17/04

1. Provide a copy of the current bylaws. Indicate any changes made to the bylaws
since the year utilized as the test period in Delta’s last rate case.

RESPONSE:
A copy of Delta’s current By-Laws is attached. There have been two changes
made to Delta’s By-Laws since the year utilized as the test period in Delta’s last

rate case. The elimination of cumulative voting and the number of Directors was
increased from nine to ten.

Sponsoring Witness:

John F. Hall



AMENDED AND RESTATED
BY-LAWS OF
DELTA NATURAL GAS COMPANY, INC.

ARTICLE |

Offices and Registered Agent

14  Principal Office. The principal office of the Corporation shall be located at
3617 Lexington Road, Winchester, Kentucky 40391. The Corporation may have such
other offices, either within or without the Commonwealth of Kentucky, as the business of
the Corporation may require from time to time.

12 Registered Office. The registered office of the Corporation shall be at
3617 Lexington Road, Winchester, Kentucky 40391. The address of the registered
office may be changed from time to time by the Board of Directors.

1.3 Registered Agent. The registered agent for the Corporation shall be the
Secretary of the Corporation.

ARTICLE 1l

Shareholders

21  Annual Meetings. The annual meeting of the shareholders shall be held at
the principal office of the Corporation on the third Thursday in November of each year,
at such time as the President may designate. The Board of Directors of the
Corporation, by resolution, may for any year change the place, date and time for any
arnual meeting from that established by the first sentence of this Section 2.1 of
APTICLE Il. The purpose of such annual meetings shall be the election of directors and
such other business as may properly come before it. If the election of directors shall not
be held on the day designated for the annual meeting, or at any adjournment thereof,
the Board of Directors shall cause the election to be held at a special meeting of the
shareholders as soon thereafter as may be practicable.

2.2  Special Meetings. Special meetings of the shareholders may be called by
the President, a majority of the members of the Board of Directors or the holders of at
least thirty-three and one-third percent (33 1/3%) of all the votes entitled to be cast on
any issue proposed to be considered at the proposed special meeting, provided,
however, that such call by such holders shall be subject to all requirements of Kentucky
law.




23  Place of Special Meetings. The President or the Board of Directors may
designate any place within or without the Commonwealth of Kentucky as the place for
any special meeting. If no designation is properly made, or if a special meeting be
otherwise called, the place of meeting shall be at the registered office of the Corporation
in the Commonwealth of Kentucky.

24  Notice of Annual or Special Meeting. Written or printed notice stating the
place, day and hour of the annual or special meeting and, in case of a special meeting,
the purpose or purposes for which the meeting is called, shall be delivered not less than
ten (10) days nor more than sixty (60) days before the date of the meeting, either
personally or by mail, by or at the direction of the President, the Secretary or the officer
or persons calling the meeting, to each shareholder of record entitled to vote at such
meeting. If mailed, such notice shall be deemed to be delivered when deposited in the
United States mail in a sealed envelope addressed to the shareholder at his or her
address as it appears on the stock transfer books of the Corporation, with postage
thereon prepaid.

25  Fixing of a Record Date. The Board of Directors may fix a record date in
order to determine the shareholders entitled to receive dividends or distributions, to
notice of a shareholders' meeting, to demand a special meeting, to vote or to take any
other action or receive any allotment of rights. A record date fixed by the Board of
Directors shall not be more than seventy (70) days before the meeting or action
requiring a determination of shareholders. In the event no record date is fixed by the
Board of Directors, the record date shall be determined pursuant to Kentucky law.

26 Quorum and Voting Requirements. Unless the Corporation's Articles of
Incorporation or Kentucky law requires otherwise, a majority of the votes entitied to be
cast on the matter by the voting group shall constitute a quorum for action on any
matter. If a quorum exists, action on a matter (other than the election of directors) by a
voting group shall be approved if the votes cast within the voting group favoring the
action exceed the votes cast opposing the action, unless the Corporation’s Articles of
Incorporation or Kentucky law requires a greater number of affirmative votes.

2?7  Proxies.
(a) A shareholder may vote his or her shares in person or by proxy.

(b) A shareholder may appoint a proxy to vote or otherwise act for him
or her by signing an appointment form, either personally or by his or her attorney in fact.
A telegram or cablegram appearing to have been transmitted by the proper person, or a
photographic, photostatic or equivalent reproduction of a writing appointing a proxy shall
be deemed to be a sufficient signed appointment form.

() An appointment of a proxy shall be effective when the appointment
form is received by the secretary or other officer or agent authorized to tabulate votes.



An appointment shall be valid for eleven (11) months unless a longer period is expressly
provided in the appointment form.

(d)  An appointment of a proxy shall be revocable by the shareholder
unless the appointment form conspicuously stated that it is irrevocable and the
appointment is coupled with an interest.

28  Voting of Shares. Subject to the provisions of Section 2.9 hereof, each
outstanding share of common stock authorized by the Corporation's Articles of
incorporation to have voting power shall be entitled to one vote upon each matier
submitted to a vote at a meeting of shareholders. The voting rights, if any, of classes of
shares other than voting common stock shall be as set forth in the Corporation's Articles
of Incorporation or by appropriate legal action of the Board of Directors.

29 Informal Action by Shareholders. Any action required to be taken, or
which may be taken, at a meeting of the shareholders may be taken without a meeting if
a consent in writing setting forth the action so taken shall be signed by all of the
shareholders entitled to vote with respect to the subject matter thereof.

ARTICLE Hi
Directors

31 General Powers. All corporate powers shall be exercised by or under the
authority of and the business affairs of the Corporation managed under the direction of
the Board of Directors.

32  Number, Tenure and Qualifications. The number of directors of the
Corporation shall be ten (10). The Board of Directors shall be divided into three (3)
classes, with each class as nearly equal as possible. Each director shall hold office for
the term for which he or she is elected or until his or her successor has been elected
and qualified, whichever period is longer.

33 Removal and Resignations. Ata meeting of shareholders called expressly
for that purpose, any director may be removed for cause by a vote of the holders of a
majority of the shares then entitled to vote at an election of directors. Removal without
cause may occur only as set forth in the Articles of Incorporation. Notwithstanding the
provisions of this Section, no director may be removed, with or without cause, if the
number of votes sufficient to elect him or her under cumulative voting is voted against
his or her removal. Any member of the Board of Directors may resign from the Board of
Directors at any time by giving written notice to the President or Secretary of the
Corporation, or to any other person or entity specified by Kentucky law, and unless
otherwise specified in such notice, resignation shall be effective upon delivery of such
notice and shall not require, acceptance to make it effective.




34 Regular Meetings. A regular, annual meeting of the Board of Directors
shall be held immediately after, and at the same place as, the annuai meeting of
shareholders. The Board of Directors may provide by resolution the time and place,
either within or without the Commonweaith of Kentucky, for the holding of up to 12
additional regular meetings in the following twelve (12) month period without other
notice than such resolution.

3.5 Special Meetings. Special meetings of the Board of Directors may be
called by or at the request of the President or any two directors. All special meetings of
the Board of Directors shall be held at the principal office of the Corporation or such
other place as may be specified in the notice of the meeting.

36 Notice. Notice of any special meeting shall be given at least twelve (12)
hours prior thereto by written notice delivered personally or mailed to each director at
his or her business address or by telephone to each director personally. If mailed, such
notice shall be deemed to be delivered when deposited in the United States mail in a
sealed envelope so addressed, postage prepaid. Any director may waive in writing
notice of any meeting. The attendance of a director at any meeting shall constitute a
waiver of notice of such meeting, unless the director at the beginning of the meeting (or
promptly upon his or her arrival) objects to holding the meeting or transacting business
at the meeting and does not thereafter vote for or assent to action taken at the meeting.
Neither the business to be transacted at, nor the purpose of, any regular or special
meeting of the Board of Directors need be specified in the notice or waiver of notice of
such meeting. '

3 7. Quorum. A majority of the number of directors fixed by, or determined in
accordance with, Section 3.2 hereof shall constitute a quorum for the transaction of
business at any meeting of the Board of Directors.

38 Manner of Acting. The act of the maijority of the directors present at a
meeting at which a quorum is present shali be the act of the Board of Directors, unless
otherwise required by the Articles of Incorporation. '

39 Vacancies. Any vacancy occurring in the Board of Directors may be filled
by th= affirmative vote of a majority of the remaining directors though less than a
quorum of the Board of Directors. A director elected to fili a vacancy shall be elected for
the unexpired term of his or her predecessor in office. Any directorship to be filled by
reason of an increase in the number of directors may be filled by the Board of Directors
for a term of office continuing until the next election of directors by the shareholders.

3.10 Compensation. Each director shail be compensated in accordance with
compensation guidelines established by the Board of Directors. No such payment shali
preclude any director from serving the Corporation in any other capacity and receiving
compensation there for.




311 Action by Written Consent. Any action required or permitted to be taken
by the Board of Directors at a meeting may be taken without a meeting, if a consent in
writing setting forth the action so taken shall be signed by all of the directors.

312 Chairman and Vice-Chairman of the Board. The Board of Directors may
appoint one of its members Chairman of the Board of Directors. The Board of Directors
may also appoint one of its members as Vice-Chairman of the Board of Directors, and
such individua! shall serve in the absence of the Chairman and perform such additional
duties as may be assigned to him or her by the Board of Directors.

ARTICLE IV
Officers

41 Classes. The officers of the Corporation shall be a President, one or more
Vice-Presidents, a Secretary, a Treasurer, each of whom shall be elected by the Board
of Directors. Such other officers and assistant officers as may be deemed necessary
may be elected or appointed by the Board of Directors.

472 Election and Term of Office. The officers of the Corporation shall be
elected by the Board of Directors at each regular, annual meeting of the Board of
Directors. If the election of officers shall not be held at any such meeting, such election
shall be held as soon thereafter as is convenient. Vacancies may be filled or new
offices created and filled at any meeting of the Board of Directors. Each officer shall
hold office untit his or her successor shall have been duly elected and shall have
qualified or until his or her death or until he or she shall resign or shall have been
removed in the manner hereinafter provided.

43 Removal and Resignations. Any officer or agent elected or appointed by
the Board of Directors may be removed by the Board of Directors, with or without cause,
whenever, in its judgment, the best interests of the Corporation would be served
thereby, but such removal shall be without prejudice to the contract rights, if any, of the
person so removed. Election or appointment of an officer or agent shall not of itself
create contract rights. Any officer of the corporation may resign at any time by
delivering notice to the President or Secretary of the Corporation, and unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it
effective. An officer's resignation shali not affect the Corporation’s contract rights, if
any. with the officer.

4.4 Vacancies. A vacancy in any office because of death, resignation,
removal, disqualification or otherwise may be filled by the Board of Directors for the
unexpired portion of the term.

45 President. The President shall be the chief executive officer of the
corporation. If no chairman or vice-chairman has been appointed or, in the absence of



both, he or she shall preside at all meetings of the shareholders and of the Board of
Directors. He or she may sign certificates for shares of the Corporation, any deeds,
mortgages, bonds, contracts or other instruments which the Board of Directors has
authorized to be executed, except in cases where the signing and execution thereof
shall be expressly delegated by the Board of Directors or by these By-Laws to some
other officer or agent of the Corporation, or shall be required by law to be otherwise
signed or executed. The President, in general, shall perform all duties incident to the
office of President and chief executive officer and such other duties as may be
prescribed by the Board of Directors from time to time. Unless otherwise ordered by the
Board of Directors, the President shall have full power and authority on behalf of the
Corporation to attend, act and vote at any meetings of shareholders of any corporation
in which the Corporation may hold stock, and at any such meeting, shall hold and may
exercise all rights incident to the ownership of such stock which the Corporation, as
owner, might have had and exercised if present. The Board of Directors may confer like
powers on any other person or persons.

46 Vice-President. Inthe absence of the President, or in the event of his or
her inability or refusal to act, the Vice Presidents in order designated at the time of their
election or otherwise by the Board of Directors shall perform the duties of the President,
and when so acting, shall have all the powers of and be subject to the restrictions upon
the President. Any Vice-President may sign, with the Secretary or an assistant
secretary, certificates for shares of the corporation and shall perform such other duties
as from time to time may be assigned by the President or by the Board of Directors.

47 Treasurer. The Treasurer shall be the chief financial officer of the
Corporation. He or she shall have charge and custody of and be responsible for all
funds and securities of the Corporation, receive and give receipts for monies due and
payable to the Corporation from any source whatsoever, deposit all such monies in the
name of the Corporation in such banks, trust companies and other depositories as shall
be selected in accordance with the Provisions of Article V of these By-Laws and, in
general, perform all the duties incident to the office of Treasurer and such other duties
as from time to time may be assigned to him or her by the President or the Board of
Directors. If required by the Board of Directors, the Treasurer shall give a bond for the
faithful discharge of his or her duties in such sum and with such surety or sureties as
the Board of Directors shall determine.

4.8 Secretary. The Secretary shall (a) prepare and keep the minutes of the
shareholders' meetings and of the Board of Directors’ meetings in one or more books
provided for that purpose; (b) see that all notices are duly given in accordance with the
provisions of these By-Laws or as required by law; (c) be custodian of the corporate
records and of the seal, if any, of the Corporation; (d) keep a register of the Post Office
address of each shareholder: (e) sign with the President or Vice-President certificates
for shares of stock of the Corporation; (f) have general charge of the stock transfer
books of the Corporation; (g) have responsibility for authenticating records of the
Corporation; and, (h) in general, perform all duties incident to the office of Secretary and



such other duties as from time to time may be assigned to him or her by the President
of by the Board of Directors.

49 Compensation. The compensation of the officers of the Corporation shall
be fixed from time to time by the Board of Directors, and no officer shall be prevented
from receiving such compensation by reason of the fact that he or she is also a director

of the Corporation.

ARTICLE V

Contracts, Loans, Checks
and Deposits

51 Contracts. The Board of Directors may authorize any officer or officers,
agent or agents, to enter into any contract and execute and deliver any instruments in
the name of and on behalf of the Corporation. Such authority may be general or
confined to specific instances.

52 Loans. No loans shall be contracted or evidence of indebtedness issued
on behalf of the Corporation unless authorized by the President or by a resolution of the
Board of Directors. Such authority may be general or confined to specific instances.

53 Deposits, Checks, Drafts, Etc. All funds of the Corporation not otherwise
employed shall be deposited, from time to time, to the credit of the Corporation in such
banks, trust companies and other depositories selected by the Board of Directors or any
two of the President, a Vice President or Treasurer. All checks, drafts, electronic fund
transfers, wire transfers or other orders for the payment of money, notes or other
evidences of indebtedness issued in the name of the Corporation shall be signed or
otherwise authorized by such officer or officers, employee or employees, or agent or
agents of the Corporation and in such manner as shall, from time to time, be determined
by resolution of the Board of Directors or any two of the President, a Vice President or
Treasurer.

ARTICLE VI

Certificates for Shares and
Their Transfer

6.1 Certificates for Shares. Certificates representing shares of the
Corporation shall be in such form as may be determined by the Board of Directors and
by the laws of the Commonwealth of Kentucky. Such certificates shall be signed by the
President or a Vice-President and by the Secretary or an assistant secretary, and may
be sealed with the seal of the Corporation, or a facsimile thereof. The signature of such
officers upon such certificates may be facsimiles if the certificate is manually signed on




behalf of a transfer agent or registrar for the Corporation. All certificates for shares shall
be consecutively numbered. The name of the person owning the shares represented
thereby, with the number of shares and date of issue, shall be entered on the books of
the Corporation. All certificates surrendered to the Corporation for transfer shall be
cancelled, and no new certificates shall be issued until the former certificates for a like
number of shares shall have been surrendered and canceiled, except that, in case of a
lost, destroyed or mutilated certificate, a new one may be issued therefor upon such
terms and indemnity to the Corporation as the Secretary may prescribe.

6.2 Transfer of Shares. Transfer of shares of the Corporation shall be made
only on the books of the Corporation by the registered holder thereof, or by his or her
_ legal representative who shall furnish proper evidence of authority to transfer, or by his
“or her attorney thereunto authorized by power of attorney duly executed and filed with
the Secretary of the Corporation, and on surrender for cancellation of the certificate for
such shares. The person in whose name shares stand on the books of the Corporation
shall be deemed the owner thereof for all purposes as regards the Corporation.

6.3 Shares without Certificates. In addition to representing its shares by
certificates, as provided above, the Corporation is authorized to issue some or all of its
shares of any or all of its classes or series without certificates.

ARTICLE VIl

INDEMNIFICATION

7.1 Definitions. As used in this Articte VII:

(a) "Proceeding” means any threatened, pending or completed action,
suit or proceeding, whether civil, criminal, administrative or investigative, and whether
formal or informal;

(b) "Party" includes a person who was, is or is threatened to be made a
named defendant or respondent in a Proceeding;

(c) "Expenses" include attorneys fees;

(d) "Officer" means any person serving as Chairman of the Board of
Diretors, President, Vice-President, Treasurer, Secretary or Assistant Secretary of the
Corporation;

()  "Director” means an individual who is or was a director of the
Corporation or an individuat who, while a director of the Corporation, is or was serving
at the request of the Corporation as a Director, Officer, Partner, Trustee, Employee or
Agent of another foreign or domestic corporation, partnership, joint venture, trust,
employee benefit pian or other enterprise. A Director shall be considered serving an



employee benefit plan at the request of the Corporation if his or her duties to the
Corporation also impose duties on, or otherwise involve services by, him or her to the
plan or to participants in or beneficiaries of the plan. "Director” includes, unless the
context requires otherwise, the estate or personal representative of a director.

7 2 Indemnification by Corporation.

(a) The Corporation shall indemnify any Officer or Director who is made a Party
to any Proceeding by reason of the fact that such person is or was an Officer or Director

if:

(1) Such Officer or Director conducted himself or herself in good
faith; and

(2)  Such Officer or Director reasonably believed:

() In the case of conduct in his or her official
capacity with the Corporation, that his or her conduct was in
the best interest of the Corporation; and

() In all other cases, that his or her conduct was
at least not opposed to the best interest of the Corporation;
and

(3) Inthe case of any criminal Proceeding, he or she had no
reasonable cause to believe his or her conduct was unlawful.

(b) A Director's conduct with respect to an employee benefit plan for a
purpose he or she reasonably believes to be inthe interest of the participants in and
beneficiaries of the plan shall be conduct that satisfies the requirement of Section 7.2
(a)(2)(ii) of these By-Laws.

(c) indemnification shall be made against judgments, penalties, fines,
settlements and reasonable expenses, including legal expenses, actually incurred by
such Officer or Director in connection with a Proceeding, except that if the Proceeding
was by or in the right of the Corporation, indemnification shall be made only against
such reasonable expenses and shall not be made in respect of any Proceeding in which
the Officer or Director shall have been adjudged to be liable to the Corporation. The
termination of any Proceeding by judgment, order, settlement, conviction or upon a plea
of nolo contendere or its equivalent, shall not, by itself, be determinative that the Officer
or Director did not meet the requisite standard of conduct set forth in this Section 7.2.

(d) (1) Reasonable expenses incurred by an Officer or Director as a
Party to a Proceeding with respect to which indemnity is to be provided
under this Section 7.2 shall be paid or reimbursed by the Corporation in
advance of the final disposition of such Proceeding provided:



(i The Corporation receives (1) a written
affirmation by the Officer or Director of his or her good faith
belief that he or she has met the requisite standard of
conduct set forth in this Section 7.2. and () the Corporation
receives a written undertaking by of on behalf of the Officer
or Director to repay such amount if it shall ultimately be
determined that he or she has not met such standard of
conduct; and '

(i) The Corporation's Board of Directors (or other
appropriate decisionmaker for the Corporation) determines
that the facts then known to the Board of Directors (or
decisionmaker) would not preclude indemnification under
Kentucky law.

(2)  The undertaking required herein shall be an unlimited
general obligation of the Officer or Director but shall not require any
security and shall be accepted without reference to the financial ability of
the Officer or Director to make repayment.

(3) Determinations and authorizations of payments under this
Section 7.2(d) shall be made in the manner specified in Section 7.2(e) of
these By-Laws.

(e) (1) The Corporation shall not indemnify an Officer or Director
under this Section 7.2 unless authorized in the specific case after a
determination has been made that indemnification of the Officer or
Director is permissible in the circumstances because he or she has met
the standard of conduct set forth in this Section 7.2.

(2) Such determination shall be made:

Q) By the Corporation’s Board of Directors by
majority vote of a quorum consisting of directors not at the
time Parties to the Proceeding;

(i) If a quorum cannot be obtained under Section
7.2(e)(2)(i), by majority vote of a committee duly designated
by the Corporation’s Board of Directors (in which designation
directors who are Parties may participate), consisting solely
of two (2) or more directors not at the time Patrties to the
Proceeding; or

(i) By special legal counsel:



" Selected by Corporation’s Board of
Directors or its committee in the manner prescribed in
Sections 7.2(e)(2)(i) and (ii); or

) if a quorum of the Board of Directors
cannot be obtained under Section 7.2(e)(2)(i) and a
committee cannot be designated under Section 7.2(e)(2)(ii},
selected by a majority vote of the full Board of Directors (in
which selection directors who are Parties may participate); or

(3)  Authorization of indemnification and evaluation as to
reasonableness of expenses shall be made in the same manner as the
determination that indemnification is permissible, except that if the
determination is made by special legal counsel, authorization of
indemnification and evaluation as to reasonableness of expenses shall be

made by those entitled under Section 7.2(e)(2)(iii) to select counsel.

7.3 Further indemnification. Notwithstanding any limitation imposed by Section
7 2 or elsewhere and in addition to the indemnification set forth in Section 7.2, the
Corporation, to the full extent permitted by law, may agree by contract or otherwise to
indemnify any Officer or Director and hold him or her harmless against any judgments,
penalties, fines, settiements and reasonable expenses actually incurred or reasonably
anticipated in connection with any Proceeding in which any Officer or Director is a Party,
provided the Officer or Director was made a Party to such Proceeding by reason of the
fact that he or she is or was an Officer or Director of the Corporation or by reason of any
inaction, nondisclosure, action or statement made, taken or omitted by or on behalf of
the Officer or Director with respect to the Corporation or by or on behalf of the Officer or
Director in his or her capacity as an Officer or Director.

7 4 Insurance. The Corporation may, in the discretion of the Board of Directors,
purchase and maintain or cause to be purchased and maintained insurance on behalf of
all Officers and Directors against any liability asserted against them or incurred by them
in their capacity or arising out of their status as an Officer or Director, to the extent such
insurance is reasonably available. Such insurance shalt provide such coverage for the
Nfficers and Directors as the Board of Directors may deem appropriate.

ARTICLE Vil

Miscellaneous

81 Amendments. The Board of Directors shall have the power and authority
to alter, amend or repeal By-Laws of the Corporation, subject always to the power of the
shareholders under Kentucky law to change or repeal such By-Laws.




8.2 Fiscal Year. The Board of Directors shall have the power to fix, and from
time to time change, the fiscal year of the Carporation. The fiscal year of the
Corporation shall begin on the first day of July and end on the thirtieth day of June of
each year.

8.3 Dividends. The Board of Directors may, from time to time, make
distributions to shareholders in the manner and upon the terms and conditions provided
by Kentucky law and its Articles of Incorporation.

84 Seal. The Board of Directors may adopt a corporate seal.

85 Waiver of Notice. Whenever any notice is required to be given or
delivered under the provisions of these By-Laws, or under the provisions of the
Corporaticn's Articles of incorporation, or under the provisions of the corporation laws of
the Commonwealth of Kentucky, a waiver thereof in writing, signed by the person of
persons entitled to such notice, whether before or after the time state, therein, shall be
equivalent to the delivery or giving of such notice.

86 Construction. Unless the context specifically requires otherwise, any
reference in these By-Laws to any gender shall include all other genders; any reference
to the singular shall inciude the plural; and any reference to the plural shall include the
singular.

THESE BY-LAWS WERE DULY
ADOPTED BY THE BOARD OF
DIRECTORS OF DELTA NATURAL
GAS COMPANY, INC. EFFECTIVE
MAY 2, 2003

D otha 3 Ml
/'JOHN F. HALL, SECRETARY







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

FIRST PSC DATA REQUEST
DATED 3/17/04

2. Provide the current organization chart, showing the relationship between Delta
and any affiliated companies. Include the relative positions of all entities and
affiliates with which Delta routinely has business transactions.

RESPONSE:

See attached.

Sponsoring Witness:

John F. Hall



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

FIRST PSC DATA REQUEST
DATED 3/17/04







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

FIRST PSC DATA REQUEST
DATED 3/17/04

3. Provide the capital structure at the end of each of the periods as shown in
Format 3.
RESPONSE:

See attached schedules.

Sponsoring Witness:

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

FIRST PSC DATA REQUEST
DATED 3/17/04

4. Provide the following:

a.

RESPONSE:

A list of all outstanding issues of fong-term debt as of the end of the latest
calendar year and the end of the test year together with the related
information as shown in Format 4a. Provide a separate schedule for each
time period. Report in Column (k) of Format 4a, Schedule 2, the actual
doliar amount of debt cost for the test year. Compute the actual and
annualized composite debt cost rates and report them in column (j) of
Format 4a, Schedule 2.

An analysis of end-of-period, short-term debt and a calculation of the
average and end-of-period cost rate as shown in Format 4b.

See attached schedules.

Spensoring Witness:

John F. Hall
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Delta Natural Gas Company, Inc. Farmat 4b
Case No. 2004-00067
Schedule of Short-Term Debt
For The Test Year Ended Decmeber 31,2003

Type of Date Date Effective | Annualized
Line Debt of of Amount Interest interest |Interest Cost
No. |lnstrument fssue Maturity Qutstanding Rate Cost Rate |Col.(d)xCol(f)
(a) (b) (© (d) (e) ( (9
1 Grid Note | 10/31/2003 | Demand " [$17,707,889 217%% | 2.61159%| $451,137

N

™ This is a demand grid note dated October 31, 2003 and renewed annuaily.
it can be increased or decreased daily up to a maximum of $40,000,000.

@ The interest rate on this line is determined monthly at the thirty day LIBOR Rate plus 1% on
the used line of credit. The cost of the unused iine of credit is 0.30%.

@ Rate @ 12/31/03

Total Short Term-Debt
Annualized interest Cost: 2.54766%
Balance 12/31/03 - $17,707,889x 2.17%

$ 384,261
Unusued Porlion 12/31/03 - $22,292,111 x 30% $ 66,876

$ 451,137

Actual Interest Paid or Acerued on Short-Term Debt during the Test Year
[Report in Col. (g) of this schedule)

3 369,395
Average Short-Term Debt - Format 3, Schedule 2 Line 15 Col (d}
[Report in Col. (g) of this schedule] $ 14,144,462
Test-Year Interest Cost Rate [Actual Interest / Average Short-Term Debt]
[Report in Col. (f) of this schedule]

2.61159%

it







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

FIRST PSC DATA REQUEST
DATED 3/17/04

5. Provide a list of all outstanding issues of preferred stock as of the end of the
latest calendar year and the end of the test period as shown in Format 5.
Provide a separate schedule for each time period. Report in Column (h} of
Format 5, Schedule 2, the actual dollar amount of preferred stock cost accrued
or paid during the test year. Compute the actual and annualized preferred stock
cost rate and report the results in Column (g) of Format 5, Schedule 1.

RESPONSE:
Effective June 30, 1987, the outstanding cumulative preferred shares were

redeemed at par value. Thus, Delta had no outstanding issues of preferred
stock as of the dates indicated.

Sponsoring Witness:

John F. Hall






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

FIRST PSC DATA REQUEST
DATED 3/17/04

6. Provide the following:

a. List all issues of common stock in the primary market during the most
recent 10-year period as shown in Format 6a.

b. The common stock information on a quarterly and yearly basis for the

most recent 5 calendar years available, and through the latest available
quarter as shown in Format 6b.

C. The market prices for common stock for each month during the most
recent 5-year period and for the months through the date the application
is filed. List all stock splits and stock dividends by date and type.

RESPONSE:

See attached schedules.

Sponsoring Witness:

John F. Hall
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QUARTERLY & ANNUAL COMMON STOCK INFORMATION

DELTA NATURAL GAS COMPANY, INC.
CASE 2004-00067

ITEM 6B

Average Rate of
Number of Eamings | Dividend Return on
Period Shares Book (Loss)$) Rate per Common
Line Number Equity Qutstanding Value ($) | Per Share { Share ($) Equity
Fiscal
1999
1 9/30/98 2,387,989 12.60 -.29 0.285
2 12/31/98 2,394,633 11.84 11 0.285
3 3/31/99 2,402,722 12.62 1.05 .285
4 6/30/99 2,413.942 12.39 .03 285
5 Annual 2,394,181 12,49 .90 1.14 7.2%
6
Fiscal
7 2000
8 9/30/99 2,428,182 11.80 -.33 285
9 12/31/99 2,436,419 11.79 .26 285
10 3/31/00 2,449 903 12.91 1.39 285
11 6/30/00 2,459,067 12.73 .09 285
12 Annual 2,433,397 12.86 1.42 1.14 11.1%
13
Fiscal
14 2001
15 9/30/00 2,471 960 12.03 -.43 285
16 12/31/00 2,479,547 12.07 31 285
17 3/31/01 2,487,555 13.41 1.60 .285
18 6/30/01 2,495,679 13.12 -.02 285
19 Annual 2,477,983 1322 1.47 1.14 11.1%
20
Fiscal
21 2002
22 9/30/01 2,507,962 12.56 -.31 29
23 12/31/01 2,515,901 12.53 .24 29
24 3/31/02 2,522,750 13.74 1.49 29
25 6/30/02 2,530,079 13.51 .03 29
26 Annual 2,513,804 13.60 1.45 1.16 10.6%
27
Fiscal
28 2003
29 9/30/02 2,544,479 12.87 -39 295
30 12/31/02 2,551,337 12.87 27 295
31 3/31/03 2,558,635 14.26 1.66 .295
32 6/30/03 3,166,940 14.49 -.08 295
33 Annual 2,641,829 17.37 1.46 1.18 8.4%
34
Fiscal
35 2004
36 9/30/03 3,179,086 13.95 -.27 295
37 12/31/03 3,187,044 13.82 .13 295 8.4%




ITEM 6C

Page 1 of 2
DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2004-00067
COMMON STOCK MARKET PRICE INFORMATION
Line Dividends
Number Month/Yr. High (8) Low($) Closing ($) | Paid ($)

i Fiscal 99 July 1998 18.00 17.125 17.375
2 Aug. 1998 17.50 16.438 16.688
3 Sept. 1998 17.25 16.625 16.938 0.285
4 Qct. 1998 18.50 16.75 18.438
5 Nov. 1998 19.00 17.50 18.375
6 Dec. 1998 18.75 18.25 18.625 0.285
7 Jan. 1999 19.00 18.00 18.00
8 Feb. 1999 18.50 17.25 17.75
9 Mar. 1999 18.25 17.75 17.875 285
10 Apr. 1999 17.75 16.625 17.063
11 May 1999 17.50 16.875 17.00
12 June 1999 17.25 16.438 16.625 285
13
14 Fiscal 00 July 1999 17.75 16.50 17.75
15 Aug. 1999 17.75 17.125 17.75
16 Sept. 1999 17.75 14.125 14.625 285
17 QOct. 1999 16,25 14.875 15.875
18 Nov. 1999 16.00 15.125 15.250
19 Dec. 1999 15.625 14.375 15.625 285
20 Jan. 2000 15.625 15.25 15.375
21 Feb. 2000 15.375 14.375 14.50
22 Mar. 2000 14,625 13.688 14.00 285
23 Apr. 2000 14.50 13.625 14.25
24 May 2000 15.375 13.813 14.938
25 June 2000 15.750 14.875 15.250 285
26
27 Fiscal 01 July 2000 16.625 15.25 16.00
28 Aug. 2000 17.125 15.75 16.75
29 Sept. 2000 18.00 16.563 17.50 285
30 Qct. 2000 17.75 16.250 16.75
3] Nov, 2000 18.50 16.25 18.50
32 Dec. 2000 19.625 17.50 19.50 285
33 Jan. 2001 20313 17.688 18.625
34 Feb. 2001 19.438 18.50 18.625
35 Mar. 2001 19.875 18.625 19.375 .285
36 Apr. 2001 19.375 18.00 19.19
37 May 2001 20.75 18.90 20.30
38 June 2001 20.38 18.98 19.60 285
39
40 Fiscal 02 July 2001 19.63 19.01 19.347
41 Aug. 2001 19.74 18.90 19.50
42 Sept. 2001 20,432 19.05 20.00 29

Oct. 2001 20.99 18.67 16.40

Nov. 2001 20.50 19.104 20.247




Item 6C

Page 2 of 2
43 Dec. 2001 20.25 19.62 20.20 29
44 Jan. 2002 20.50 19.75 20.40
45 Feb. 2002 21.00 20.00 20.00
46 Mar. 2002 23.08 19.96 21.53 29
47 Apr. 2002 22.50 21.50 22.09
48 May 2002 22.30 2147 21.998
49 June 2002 2222 21.62 21.91 .29
50
51 Fiscal 03 July 2002 21.97 18.50 20.20
52 Aug. 2002 21.00 18.62 20.99
53 Sept. 2002 21.50 20.62 21.17 295
54 Oct. 2002 21.99 18.85 20.35
55 Nov. 2002 21.75 19.50 20.31
56 Dec. 2002 21.50 19.97 21.49 295
57 Jan. 2003 23.99 21.40 23.28
58 Feb. 2603 23.36 21.24 2242
59 Mar. 2003 2240 21.50 21.93 295
60 Apr. 2003 22.12 21.00 21.54
6] May 2003 23.75 21.00 23.75
62 June 2003 24.10 23.3] 23.49 295
63
64 Fiscal 04 July 2003 23.90 22.75 23.02
65 Aug. 2003 2347 22.45 23.15
66 Sept. 2003 23.23 22.77 23.01 .295
67 Oct. 2003 23.66 22.80 23.34
68 Nov. 2003 23.54 23.07 23.33
69 Dec. 2003 24.03 22.86 23.95 295







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

FIRST PSC DATA REQUEST
DATED 3/17/04

7. Provide a computation of fixed charge coverage ratios for the 10 most recent

calendar years and for the test year as shown in Format 7.

RESPONSE:

See attached schedule.

Sponsoring Witness:

John F. Hall



AWO0DLY JO JUBLIBIRIS - SIUSWSIRLS (RIDUBUIL AILRUDK - UCHEWIOI| |0 82N0S

L2 =| ¥/¥'605'v$ 982'825'6% =| 002'1/2'1$ +| 969'295'v$ +| 06E'v69'E$ £002/1e2L| E1
1ea) 189 zh
L
eL'e =] JEZ'CLS'V$ Syv'229'6% =| LOV'¥eS' 1S +| 282'815'v$ +| 508'v25'e$ 2002/Le/eL | Ol
02 =] 089°251'6$ 866'SE'01S =] 098'/S¥'L$ +] 069'/G1°G$ +| g6pr'682'cS LO0Z/LEZY 6
Y02 =| 906'655'+$ g2e'zeL 018 =| 001'628'L$ +| 906'656'%% +| gegg'ere'es Q002/1E/2L ]
GLL ={ Z2y'se9'v$ 9/8'vi1'8% =| 669'G90' L% +| 22¥'529'vs +| GG2'€2V 2% 666 L/1E/2L L
1L =| ¥L¥'605'tS 069'5LL'LS =| G//'8/6% +{ PLY'605'Y$ +| L¥P'262'2% B66L/LE/CL 9
A =| 8iv'6Y L ve 0SL'v60'L$ =| S/¥'9069% +] 8LY'6YL'Y$ +| 282'880'2$ [BBL/1E/CL g
20 =| $85'622'e$ 295'025'9% =| 002'850°1$ +| ¥85'522°'$ +| 822'982'2$ 966L/1E/21 4
£2°¢ =| $90'505'2$ 996'€65'6$ =] 008'228% +| $90'605'2$ +{ 20L°112'2% GB6L/LEZ) €
gee =| £85°21E'2$ 2ET'Iry's$ =] 008'068% +] €€5'218'2% +| 668°'622'2$ ¥661/18/71 4
292 =| 680'802'2% G80'C6.'9% =} 00Z'89}L°1$ +| 680'802'2% +} 962'91¥'2% £661/1E/21L 1
sabIeyD paxiq SobIey)) SSXB] SuooU)| SoxXe | Sebiey) (s507) Teo A ON
o0} sbujuieg }s8u8)L 2 1sala)u| awooU| R 3WODU| 18N lepusies |[sur
jooney Aq pepiaiq | siojeg shuiiie] 1230

2 euwng

UMOYS Spolad 8} 104

sofjey ebrisnon sbireys poxiy jo Loieindwon

£9000-002 "ON ASVD

ouy ‘Auedwor sen) [einjeN 2ije(







8.

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

FIRST PSC DATA REQUEST
DATED 3/17/04

Provide the following:

a. A schedule of revenues for each active rate schedule reflecting test-year
revenues per book rates, revenues at present rates annualized, and
revenues at proposed rates annualized.

b. A schedule showing the amount and percent of any proposed increase or
decrease in revenue distributed to each rate schedule. This schedule is
to be accompanied by a statement which explains, in detail, the
methodology or basis used to allocate the requested increase or decrease
in revenue to each of the respective customer classes.

cC. A schedule showing how the increase or decrease in (b} above was
further distributed to each rate charge (i.e., customer or facility charge,
Mcf charge, etc.). This schedule is to be accompanied by a statement
that explains, in detail, the methodology or basis used to allocate the
increase or decrease.

d. A reconciliation of the Gas Cost Adjustment revenue and expenses for the
test year.

RESPONSE:

See attached schedule

Delta relied heavily on the cost-of-service study to determine the allocation of the
rate increase to each class of service. The overriding philosophy was to allocate
the increase so as to move each class’s return closer to the overall average.
However, Delta did not want to decrease the rates of any class because it might
create an overly burdensome increase on classes with low returns, such as the
residential class. With a return of 24.29% and 10.57% respectively, an increase
could not be justified for the Interruptible and Off System Transportation classes.
Delta is proposing no increase to its Special Contract Customers. Additionally,
many Off System Transportaton and Special Contract customers have
alternatives to purchasing gas from Delta, which introduces competitive
pressures into the amount of increase that could be reasonably implemented
without causing the customer to bypass Delta all together.



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

FIRST PSC DATA REQUEST
DATED 3/17/04

The rates for the Small Non-Residential Generai Service and Large Non-
Residential General Service classes were increased so that the rates of return
for these classes were approximately 10%. Delta selected the 10% cap because
it wanted the rates of return for these classes to be comparable to the rate of
return for the Off System Transportation class, which is 10.57%. The remainder
of the increase was then allocated to the Residential Class. This served to
mitigate the Residential increase over what would have been required to
equalize each class’s rates of return and also produces approximately the same
return level for the majority of Delta’s non-residential customers. It further served
to accomplish Delta’s goal of moving the returns of all of its rates closer to the
overall system rate of return.

See attached schedule.

The overall philosophy that guided Delta in its determination of each rate
component within a rate schedule is that the change should move the rate
component closer to its cost as reflected in the cost-of-service study. See
schedule provided in response to (a) above.

Residential

Delta is proposing a two-part rate consisting of a customer charge and a flat
commodity charge. Delta is proposing a customer charge of $12.50 per
customer per month and a commodity charge of $4.1638 per Mcf. The cost-of-
service study indicated customer cost of $21.51 for this class. The change from
$8.00 to $12.50 moves the customer charge to approximately 58% of its cost.
Although a higher increase in the customer charge could be justified, we feel that
the proposed increase is reasonable. The commodity charge was set at a level
necessary to yield the revenue requirement allocated to this class given the
$12.50 customer charge.

Small Non-Residential General Service

Delta is proposing to eliminate the existing block rate structure and in its place
implement a two-part rate consisting of a customer charge and a flat commodity
charge. Delta is proposing a customer charge of $22.00 per customer per month
and a commodity charge of $3.8984 per Mcf. The cost-of-service study
indicated customer cost of $28.24 for this class. The change from $17.00 to
$22.00 moves the customer charge to approximately 78% of its cost. Although a
higher increase in the customer charge could be justified, we feel that the
proposed increase is reasonable. The commodity charge was set at a level
necessary to yield the revenue requirement allocated to this class given the
$22.00 customer charge.



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

FIRST PSC DATA REQUEST
DATED 3/17/04

Large Non-Residential General Service

Delia is proposing to maintain the existing block structure. Delta is proposing a
customer charge of $80.00 per customer per month and a commodity charge 