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COMMONWEALTH OF KENTUCKY RECEIVED
BEFORE THE PUBLIC SERVICE COMMISSION JUL 3 1 2007
PUBLIC SERVICE
COMMISSION
In the Matter of:

APPLICATION OF DELTA NATURAL )

GAS COMPANY, INC. FOR ) CASE NO. 2007-00089
AN ADJUSTMENT OF RATES )
ok sk sk ok ok ok sk sk sk
CERTIFICATION

The undersigned, Glenn R. Jennings, states that he is Chairman of the Board,
President and Chief Executive Officer of Delta Natural Gas Company, Inc., a
corporation, (“Delta”) and certifies that he supervised the preparation of the responses of
Delta to the Attorney General’s Supplemental Request for Information to Delta herein
and that the responses are true and accurate to the best of the undersigned’s knowledge,
information and belief formed after a reasonable inquiry.

Dated this 31st day of July, 2007.

Glenn R. ]enniné&J






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

1. Please refer to AG 1-7. Please provide the “special contracts” for transportation
service for the three companies as discussed in the response. Also, if the
customer discussed in the first bullet point is on a special contract, provide that
contract.

RESPONSE:

The referenced special contracts have been previously filed with the Commission and
were granted confidential protection. Please refer to the Commission’s files.

Sponsoring Witness:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

2. Refer to AG 1-12.
a. Please provide a detailed list of the projects that make up the $308,300
budget for Outside Services Computers.
b. Please provide the contract(s) with FlowCal and PowerPlan showing the
annual costs to be paid to these companies for the new systems.

RESPONSE:
a. See attached Item 2a
b. See attached Item 2b:

Exhibit 1 - - Flow-Cal Contract
Exhibit 2 - - Powerplan Contract

Sponsoring Witness:

John B. Brown



PROFESSIONAL SERVICES COMPUTERS ftem2a
AIC 1.923 05
AIC 1.823.05
DESCRIPTION Jul-07 Aug-07 Sep-07 QOct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 JOTAL
ALLIANCE EXT SUPPORT
Cis 3,811.57 3,911.57 4,302.73 4,302.73 16,428.60
SERVICE ORDERS 1,185.33 1,185.33 1,303.86 1,303.86 4,978.38
CUSTOMER CONTACTS 948.26 948.26 1.043.09 1,043.09 3,982.70
Gul 1,896.52 1,896.52 2,086.17 2,086.17 7,965.38
RATE STUDIES 711.20 711.20 782.31 782.31 2,887.02
USER DEFINED SCREENS 829.73 828.73 912.70 912.70 3,484.86
METER READING 711.20 711.20 782.31 782.31 2.987.02
CODE 1 INTERFACE-ORCOM 948.26 948.26 1,043.08 1,043.09 3.982.70
MAILSTREAM INTERFACE-OC 71118 711.18 782.32 782.32 2,987.00
TOTAL 11,853.25 11,853.25 13,038.5 13,038.58 49.783.66
HARRIS INC.
Financial
MISC AR 1,998.13 1,998.13
AP 1,634.83 1.634.83
GL 2,361.42 2,361.42
BUDGETS 1,453.18 1,453.18
HUMAN RESOURCES 2,361.42 236142
PAYROLL 2,9086.37 2,906.37
Work Management -
INVENTORY 181.65 181.65
PURCHASING 1,089.89 1,088.89
REQUISITIONS 908.24 908.24
WORK ORBERS 1,634.83 1,634.83
FIXED ASSETS 1,634.83 1,634.83
TOTAL 18,164.79 18,164.79
GROUP 1 (Postal & Barcoding)
CODE 1 PLUS 2,350.00 2,350.00
MAILSTREAM PLUS MNT 5,354.00 5,354.00
BTO Maint. 375.00 375.00
US Postal Monthly Database 6,630.00 6,630.00
USPS File Manthly 1,340.00 1,340.00
16,049.00 16,049.00
IBM Software and Support
Support Line / Alert - -
Software Subscrption Pd thru 6/30/09 - - - - -
OTHER
Itron Software 652.00 652.00 717.00 717.00 2,738.00
ltron extended customer supporn for MV-RS - 1,300.00 1.300.00
Cognos Impromptuy 850.00
Cognos Powerplay/Reportnet 8,500.00 8,500.00
Digital Designs (Laser Checks, Report emailing) 1,400.00 1,400.00
Digital Designs DocAgent 2,000.00 2,000.00
Knowledgelake 6,000.00 6,000.00
Knowledgelake Image Enterprise Yearly Maintenace 5,800.00 5,800.00
Hawkeye 725.00 725.00
1COM400 (Pinnacle) 500.00 500.00
Datatrade Spoolview Archiving 175.00 - 5,000.00 5,175.00
ACL. Statistical Program 855.00 855.00
Arsenault and Assoc (Maintenance Dossier) 1,800.00 1.800.00
CCH E£dgar Ease Subscription 3,100.00 - 3,100.00
Mailwatch Email Virus Check 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 1,800.00
IBM Business Recovery 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 | 10,284.00
Disaster Recovery Option with [BM/Network Only 650.00 850.00 650.00 650.00 650.00 650.00 750.00 750.00 750.00 750.00 750.00 750.00 8,400.00
Proseries Research Lib and Lacerl Tax Prep 750.00 750.00
Microsoft Office Sft Assurance 2YR - not needed
for 2007 budget - -
Windows 2003 with Software Assurance - COW 1,100.00 1,100.00
SQL Server Soflware assurance 10 user 1 server -
cow 1,300.00 1,300.00
Software assurance SQL Server CPU base licensg
20-COwW 3,000.00 3.000.00
SQL Server Software Assurance 5 user u server 900.00 900.00
Window Server Software Assurance - COW 800.00 800.00
Microsoft Software Assurance - 15,678.88 | 15,678.88
Micrasoft Exchange Subscription user cals ans
server - CDW 4,500.00 4,500.00
Desklop fax service for Winchester users - Easlylin 480.00 48000
Website Design and major updates - Boxlake
Networks 725.00 725,00 725.00 725.00 725.00 725.00 775.00 775.00 775.00 775.00 775.00 775.00 9,000.00
Track-lt Premium Care - Numara 1.500.00 1,500.00
Autocad Subscription Riew - Advanced Solutions 4,200.00 4,200.00
Backup Exec Agents As Required - CDW 900.00 800.00
Backup Exec - Symantic 1,500.00 1,500.00
Unknown software items 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 837.00 1 10,000.00
Carison Civil Suite 2007 1,600.00 1,600.00
Citrix Subscription R 1,925.00 1,925.00
Citrix Access Gateway User Connections 1,600.00 1,600.00
Etrust with ITM including Pest Patrol Subscription 4
Ccbw 2.000.00 2,000.00
Oracle Extended Suppor/Sotware upgrade license 1,500.00 1,500.00
Enhancement to mapping project -Ron Auble
Consulling 5,000.00 5,000.00
SSL Certificates for Web Security - 800.00 800.00
FloCal 36,410.00] 36.410.00
Protivili SarbOx Maintenance 11,000.00 - - - - - - - - - - 11,000.00
PowerPlant 36,250.00 36,250.00
PowerTax 9.250.00 9,250.00
Total Other 20,497.00 | 49,615.00] 10,115.00] 5.867.00 | 6,420.00| 13,615.00| 23,207.00] 3,865.00| 9,165.00; 10,082.00; 9,765.00 | 61,957.88 | 223,320.88
TOTAL 32.350.25 | 49,615.00] 10,115.00] 17,720.25| 6,420.00 | 13,615.00 | 54,410.37 | 3,865.00 | 9,165.00 | 39,169.58 | 9.765.00 | 61,957.88| 307,318.33
ROUNDED 32,400.00 | 49,600.00 | 10,100.00] 17,700.00 1 6,400.00 | 13,600.00 | 54,400.00 | 3,900.00 | 9,200.00 | 39,200.00 | 9,800.00 { 62,000.00 | 308,300.00
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SOFTWARE SUBSCRIPTION AGREEMENT

Agreement No.

June 1, 2006

Effective Date

1 Year

This Subscription Agreement {Agreement) between Flow-Cal, Inc. (FCI), a Texas
corporation whose principal office is located at 2222 Bay Area Boulevard, Suite 200
Houston, Texas, 77058, and Customer, governs the provision of annual software
maintenance and support (the “Services”) for The Flow-Cal System® described in
Exhibit A attached hereto, in consideration of the mutual promises set forth in this
agreement.

Delta Natural Gas 8056

Term

FC No.
3617 Lexington Road, Winchester, KY 40391 |

Location

Customer acknowledges that it has not been induced to enter into this Agreement by any representation or
warranty not set forth in this Agreement. This Agreement, and the documents attached hereto and
incorporated herein, contain the entire agreement of the parties with respect to its subject matter, and
supersede all other existing agreements and all other oral, written, or other communications between them
concerning the subject matter covered thereby. This Agreement shall not be modified in any way except by

a writing signed by all parties.

Customer Delta Natural Gas Co., Inc. F low-Cal®, Inc
By: (MW By: M/ /

{
"G4 John B. Brown 4 %@&Sﬁuwes (N

VP-Controller Title: sident

Subscription Agreement

&)//// A Date: L// // 7/06
/
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1. TERM.
1.1 The term ("Term") of this Agreement shall commence on the Effective Date and shall
continue for a period of twelve (12) months.
1.2 Upon review of prior terms, support requirements and mutual agreement upon fee

adjustments, the Agreement shall renew for subsequent renewal terms ("Renewal Terms") of
the same length as the Term provided; however, if either party notifies the other in writing at
least thirty (30) days prior to the end of the Term or any Renewal Term that it does not wish
to renew this Agreement, this Agreement shall terminate upon expiration of the then current
Term or the Renewal Term.

/‘"\
1.3 The fee for the initial term shall be thirty-three thousand, one hundred ($33,100.00) ddllars
(US). = ,}

radime 109 intiaase Jor 003

2. THE SERVICES. bulet s H3L418
2.1 The Services specified in this Agreement shall constitute the complete and exclusive

definition of Services to be provided by FCI. On-site services are not included, but may be
provided by FCI at Customer's request on a time, expense, and materials basis at FCI's then
current rates.

2.2 FCI shall provide Customer’s designated contacts with unlimited telephone consultation
with its technical support staff regarding the Flow-Cal System on a toll-free number between
the hours of 8:00 a.m. and 5:00 p.m. CT, Monday through Friday, excluding legal holidays.
If Customer acquires a modem at its expense, then FCI may provide on-line consultation, as
deemed necessary and appropriate by FCIL.

2.3 Customer shall have access to the FCI message center twenty-four hours a day, seven days
a week, and may leave messages regarding the Flow-Cal System for FCI personnel.

2.4 Customer shall have access to the FCI File Transfer Protocol (FTP) site, whereby Customer
may, by connecting to the site via the Internet, obtain updates and information regarding
the Flow-Cal System and other products and services available from FCI.

2.5 FCI shall provide Customer with upgrades and enhancements to the Flow-Cal System. For
the purposes of this Agreement, upgrades and enhancements shall mean any changes or
improvements in the Flow-Cal System provided to FCI customers at no charge.

2.6 The Services shall only be provided for the Flow-Cal System when they are used in
accordance with the license agreement ("License Agreement”) in effect between FCI and
Customer, and in conjunction with equipment, software, or other devices designated by FCI
as compatible with the Flow-Cal System.

2.7 FCI shall provide to customer and customer shall use the latest version of The Flow-Cal
System, or the next previous version of the Flow-Cal System if the latest version has been
available for less than six (6) months. Customer may use the next previous version for
longer periods whenever Customer has provided to FCI reasonable documentation of non-
conformities within the latest version.

2.8 Any work product that results from FCI providing Services to Customer under this
Agreement shall become the exclusive property of FCI upon creation.

Subscription Agreement 3
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3. ON SITE SERVICES, TRAVEL COSTS, AND EXPENSES.

3.1

3.2

FCI employees may incur costs and traveling expenses such as commercial transportation,
private car rental, taxi or limousine fees, hotel room rentals, meals, parking, or other related
expenses, in connection with the Services performed at Customers site. Upon written
request by FCI, Customer shall reimburse FCI for all such costs and expenses that are
reasonably and prudently incurred.

1f FCI performs services at Customer's premises, Customer shall reimburse FCI at FCI's
then prevailing hourly rates for the performance of said services. Customer shall further
reimburse FCI for any materials used and expenses incurred in the performance of said
services.

4. RESOURCES AND CUSTOMER RESPONSIBILITY.

4.1

42

4.3

4.4

Customer shall be responsible for providing FCI with any equipment, software, information,
or documentation reasonably required by FCI to perform the Services under this Agreement.

Customer shall provide FCI with a detailed description of all non-conformities concerning
the Flow-Cal System, and Customer shall assist FCI in recreating the non-conformity and
resolving the issue(s) by providing FCI with any requested information or material.

Customer shall designate a limited number of employees as its Maintenance Contacts, who
shall be named in Exhibit A of this Agreement. Customer's Maintenance Contacts shall
have the exclusive right and responsibility to contact FCI for Service pursuant to this
Agreement. Upon fourteen (14) days prior written notice to FCI, Customer may change its
Maintenance Contacts.

If services are to be performed at Customer's location, Customer shall provide FCI's
personnel with a secure workspace with access to Customer's computer system, software,
and related equipment, if necessary, to perform the Services, along with basic operating
supplies and adequate storage space for work materials.

5. PAYMENT.

5.1

5.2

5.3

Subscription Agreement

Payment for Service shall be due and payable upon commencement of the Term or any
Renewal Term.

Payment for travel costs, expenses, and on-site Services shall be made in accordance with
Section 5.3.

All invoices shall be paid by Customer Net 30. If Customer fails to pay any amount due
under this Agreement, whether by acceleration or otherwise, Customer, upon demand, shall
pay interest at the rate of 18% per annum (or 1A% per month), but not to exceed the
maximum allowed by law, on such delinquent amount from the due date thereof until the
date of payment. Customer agrees to reimburse FCI for any and all expenses FCI may incur,
including interest and reasonable attorney fees, in taking action to collect any amounts due
FCI hereunder.
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6. TAXES.

There shall be added to all payments hereunder amounts equal to any applicable taxes levied
or based on this Agreement, unless Customer provides FCI with appropriate exemption
certificates, exclusive of taxes based on FCI's net income.

7. WARRANTY.

7.1 FCI warrants solely that FCI shall use reasonable efforts to assist Customer in correcting
non-conformities with the Flow-Cal System, which are properly reported to FCI as promptly
as possible. The foregoing shall be FCl's sole obligation under this Agreement, and
Customer's exclusive remedy, and shall terminate in the event of any unauthorized
modification to the Flow-Cal System.

7.2 EXCEPT AS SPECIFICALLY PROVIDED HEREIN, THERE ARE NO WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE.

8. OWNERSHIP OF FLOW-CAL SYSTEM.

Any workarounds, fixes, updates, modifications, and/or enhancements to the Flow-Cal
System provided to Customer under this Agreement shall remain the property of FCI and
shall be licensed or leased to Customer in accordance with the terms and conditions of the
License or Lease Agreements covering the Flow-Cal System. FCI hereby grants Customer a
license to use such workarounds, fixes, modifications, and/or enhancements in accordance
with the terms of such License or Lease Agreement.

9. LIMITATION OF LIABILITY.

IN NO EVENT SHALL FCI BE LIABLE TO CUSTOMER FOR ANY DIRECT,
SPECIAL, INDIRECT, EXEMPLARY, INCIDENTAL, OR CONSEQUENTIAL
DAMAGES, INCLUDING ANY LOST PROFIT OR LOST SAVINGS, EVEN IF FCI HAS
BEEN ADVISED, KNOWS, OR SHOULD KNOW OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING OUT OF OR IN CONNECTION WITH FCI'S PERFORMANCE
OF SERVICES HEREUNDER, OR THE DELIVERY, SALE, USE, OR INABILITY TO
USE, OR PERFORMANCE OF THE FLOW-CAL SYSTEM. IN NO EVENT SHALL FCI
BE LIABLE FOR ANY DAMAGES, WHETHER BASED UPON THEORIES OF TORT,
CONTRACT, OR ANY OTHER LEGAL OR EQUITABLE THEORY, IN EXCESS OF
THE AMOUNT ACTUALLY PAID TO FCI BY CUSTOMER FOR THE SERVICES AND
PRODUCTS PROVIDED UNDER THIS AGREEMENT DURING THE IMMEDIATELY
PRECEDING TWELVE (12) MONTHS.

Subscription Agreement
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10. TERMINATION.

10.1

10.2

10.3

Either party may terminate this Agreement upon thirty (30) days written notice (the "Notice
Period") in the event that the other party violates any provision of this Agreement or the
License or Lease Agreements covering the Flow-Cal System, including but not limited to,
confidentiality and payment, provided, however, that the breaching party shall have the right
to attempt to cure said violation during the Notice Period.

FCI may terminate this Agreement upon five (5) days written notice in the event Customer:
(i) terminates or suspends its business; or (ii) becomes subject to any bankruptcy or becomes
insolvent or subject to direct control by a trustee, receiver, or similar authority.

Without limiting any of the above provisions, in the event of termination as a result of the
Customer's failure to comply with any of its obligations under this Agreement or under the
License or Lease Agreements, the Customer shall continue to be obligated for any payment
due. Termination of this Agreement and/or the License or Lease Agreement shall be in
addition to, and not in lieu of, any equitable or legal remedies available to FCL

11. FCI EMPLOYEES.

Customer acknowledges that FCI's employees' expertise and service constitute a valuable
and unique asset of FCI. Therefore, Customer agrees not to make any offer of employment
to, nor enter into a consulting or employment relationship with, any employee of FCI for a
period of two (2) years after termination or expiration of that employee's employment with
FCIL

12. GENERAL.

12.1

12:2

12.3

12.4

12.5

12.6

12.7

12.8

If any provision of this Agreement (or any portion thereof) shall be held to be invalid,
illegal, or unenforceable, the validity, legality, or enforceability of the remaining provisions
(or the remaining portions thereof) shall not in any way be affected or impaired thereby.

This Agreement shall not be assignable by Customer without the prior written consent of
FCI, and any attempt by Customer to assign any of its rights, duties, or obligations, which
arise under this Agreement without such consent, will be void.

The headings in this Agreement are intended for convenience of reference only and shall not
effect its interpretation.

All notices shall be in writing and shall be delivered or sent by registered or certified mail,
return receipt requested, to the addresses indicated herein.

This Agreement shall be binding upon and inure to the benefit of the parties' successors,
legal representatives, and permitted assigns.

The parties agree that the International Sale of Goods Act does not apply to this
Agreement. This Agreement shall be interpreted and governed by the laws of the State of
Texas. Any and all disputes arising pursuant to this Agreement shall be resolved
exclusively in the courts of the State of Texas, and the parties hereto submit to the
exclusive jurisdiction of such courts.

The provisions of Sections 7.2, 8, 9, and 11 shall survive termination or expiration of this
Agreement for any reason.

The failure of either party to enforce any term or condition of this Agreement shall not

Subscription Agreement
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constitute a waiver of either party's right to enforce each and every term and condition of
this Agreement.

12.9 No action, regardless of form, arising out of any claimed breach of this Agreement or
transactions under the Agreement may be brought by Customer more than one year after
the cause of action has arisen.

Subscription Agreement
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EXHIBIT A
FLOW-CAL SYSTEM MODULES COVERED BY THE

SUBSCRIPTION AGREEMENT:

Flow-Cal Client/Server with (1) concurrent user, (1) occasional user, and (1) view-only user, (2)
Test-It! Desktops, and the following Enterprise Modules for Client/Server:

Service to Auto Estimate Missing Data Module
Scheduled Reporting Module

Monthly Close Functions and Service Module

GQ Source Module

Validation Set-Points

Meter Inspection, Calibration, & Test Report Module

Customer Contact(s): Don Cartwright (User), 859/744-6171 x169
David Turpin (IT), 859/744-6171 x175
John Brown (VP-Controller), 859/744-6171 x109

Subscription Agreement



1. LICENSE & USE

PowerPlan Consultants, Inc. {Licensor), a Delaware Corporation, agrees to
provide Delta Nalural Gas Company, Inc. (Licensee), a Kentucky corporation,
with the PowerPlant Software, ('Software'), in accordance with the provisions
contained within this Licensing Agreement.

1.1 Licensor grants Licensee a perpetual, non-exclusive license to use the
Software. Licensee agrees lo pay to Licensor the amounts set forth in this
agreement for the Software and for the implementation and related cosls thereof
on the Licensee compuler systems.

1.2 This Agreement is intended for the sole use and for the sole benefit of
Licensee and its direct affiliates and subsidiaries ("Affiliates”), and for no other
persons or corporations except as specifically provided for under Sections 1.3,
1.4, and 1.5. The Licensed Program and Documentation shall be utilized only to
process data of Licensee and its Affiliales. Any other use shall be cause for
termination of this Agreement and/or assessment of additional licensing fees.

For purposes of this Agreement, the ferm “Affifiale” means any entity,
corporation, subsidiary, parent company, parinership, joint venture or other entity
in which Licensee, or Licensee's Affiliates, owns a direct controfling interest and
does not produce software which competes with the PowerPlant Software. For
the purposes of this Agreemenl, “direct controlling interest” means an active and
direct participation in the entity's operations and management and 50%, or
greater, ownership of the stock or 50%, or greater, representation on the board of
directors

1.3 Contractors and consultants of Licensee and its Affifiates shall be permitted
lo access and use the Software provided the contractor or consultant signs
Licensee's non-disclosure agreement which is consistent with Section 14 herein,
and such access and use is only for the business purposes of Licensee and its
Affiliates and is in accordance with the lerms of this Agreement. At no time shall
Licensee serve as a service bureau to third parties with respect to the Software.
All source code versions of the Software shall remain within the Uniled States
and shall only be accessible by Licensee, Licensee's Affiliates, Contractors, or
Consultants located within the United States.

1.4 Operating Venture. For the purposes of this Agreement, the term
“Operaling Venture” means any entity corporation, subsidiary, parinership, joint
venture or other enlily in which Licensee, or one of its Affiliates, owns at least a
direct 25% interest in the entity, and Licensee has direct and active participation
in the entity's operations and management, and the entity does not produce
software that competes with the Software. As par of Licensee's obligations in
the management of the Operaling Venture, Licensee may use the Software to
process records for the Operating Venture

1.5 Transition Assels - If Licensee's assels, for which daia records exist in the
Software, are split-off or sold to a separate legal entity ("Assel Receiver’), and
such entity is not provided for under Section 1.2, 1.3, or 1.4, and such entity does
not have a current license agreement for the applicable Software, the Licensee
may continue to maintain and process the associated records for the Asset
Receiver for up lo twelve (12) months beyond the first date of transfer. This
period will be defined as the "Transition Period”

After the Transilion Period, Licensee must suspend the processing and
maintenance of such records, or Licensee must enter into a separate license
agreement for the processing and maintenance of such records, or the Asset
Receiver must enter into a license agreement with PowerPlan. Such agreements
may be either on a perpetual or monthly lease basis.

2. LICENSOR STATUS

The relationship of Licensor to Licensee shall be that of an independent
contractor. Licensor shall accept, in connection with the work called for herein,
exclusive liability for withholding the sums for Licensor's employee, federal, state
andlor local income taxes, contributions for social security, unemployment
insurance, wages, or other remuneration paid by Licensor to any and all persons
employed in connection with the work described under this agreement. Licensor

Item 2b Exhibit 2
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will comply with all valid Federal and State Administrative Regulations requiring
the assumption of liability for any of the aforesaid taxes or contributions

3. EMPLOYMENT RELATIONSHIP

Nothing herein contained shall be construed as creating the relationship of
employer and employee between Licensee and Licensor, or between Licensee
and any persons employed by Licensor.

4. SUBCONTRACTORS

No portion of the work described herein shall be sublet by Licensor without first
securing the approval of Licensee. Approval by Licensee of any subcontractor
shall not relieve Licensor of full responsibility for the work to be performed by the
subcontractor or of full responsibility for any property damage or personal injury
caused by the subcontractor or employees

5. AUDIT CLAUSE

Licensor agrees to maintain records capable of being audited for all cost
reimbursement work. Licensor further agrees to furnish such supporting detail as
may be reasonably requested by Licensee fo support charges or invoices for the
cost reimbursement work, and to make available for audit purposes the records
covering charges presented under this contract. The cost of any such audit shall
be borne by Licensee. If the audit is not performed by Licensee, Licensor and
Licensee shall mutually agree on an independent auditor.

6. GOVERNING LAW

This agreement shall be governed and construed by the laws of the State of
Georgia.

6.1 In the event that any one or more of the provisions, paragraphs, sentences
or clauses (‘provisions’} contained within this license shall be deemed invalid,
ilegal, or otherwise unenforceable, the remainder of the provisions this license
will remain intact. Licensor and Licensee mutually agree to substitute any invalid,
ilegal or unenforceable provision of this license with a similar valid, legal, or
enforceable provision which provides the parties with protection which contains a
closely similar economic impact to the invalid, illegal, or unenforceable provision.

7. FORGE MAJUERE

No party hereunder shall be considered in default in the performance of, and any
such party shall be excused from performing, any obligation under this license to
the extent thal, and for long as that, such performance is prevented due to any
cause that is nof reasonably within such party's control and that is not caused by
such party's default or negligence (an event of “Force Majuere") including, but
not limited to, acts of God or the public enemy; fire, flood, strike or other labor
dispute directly affecting the project implementation, civil disturbance, or omission
by public authority or authorities having proper jurisdiction, or any simifar
circumstances beyond the control of Licensor or Licensee.

8. INVOICING

Licensor shall monthly present invoices to Licensee which shall be due and
payable upon presentation. Licensee agrees to make payment fo Licensor in
lawful maney of the United States of America. In the event that such invoices
are not paid within thirly (30) days, undisputed unpaid amounts will be charged
interest at the monthly rate of 5%. '

Al paymenls due under this Agreement shall be presented via invoice to
Licensee, via regular US mail, or mutually agreed-upen courier, addressed to:

Mr. John B. Brown

VP-Controller

Delta Natural Gas Company, Inc.
3617 Lexington Road
Winchester, KY. 40391
859.744.6171

All payments due under this agreement shall be remitted o Licensor, in the
currency of the United States of America, via regular US mail, or agreed-upon
courfer, addressed to:



R. Alan Delk, Treasurer
PowerPlan Consultants, Inc.
1600 Parkwood  Suite 600
Atlanta, Georgia 30339
(770) 618 - 2261

8.1 In the event that Licensee disputes the amount of any invoice, Licensee
will not be obligated to pay the disputed portion of such invoice until the parties
have resolved such dispute. The parties agree to consider all good faith and
reasonable solutions and lo exercise all reasonable efforts to resolve such
matters. In the event of any dispute wilh regard to a portion of the invoice, the
undisputed amount shall be paid as sel forth herein

8.2 In the even! that the porfion of any invoice not under dispute is unpaid
after sixty (60) days after its mailing date, Licensor will notify Licensee in wriling
that Licensor considers Licensee o be delinquent in payments due Licensor
under this agreement. If Licensee fails to rectify such payment delinquency
within 30 days, then Licensor may al ils sole option and discretion, terminate this
agreement and terminate the license granted to Licensee as a result thereof
Licensor reserves cumulatively all other remedies and rights provided under this
Agreement. Licensee will pay all legal costs and other costs associaled with the
collection of payments due pursuant to this Agreement.

9. TAXES

The charges presented under this Agreement exclude sales lax, excise tax,
personal property tax, or other similar or related tax.

Licensee takes full responsibility for any ultimate sales, excise, personal property,
or other similar or related tax.

10, INSURANCE

Licensor shall properly maintain the following insurance coverage: Statulory
workers' compensation insurance in full compliance with the worker's
compensation and occupational disease acls of each and every state in which
work is to be performed; employer's liability insurance with a limit of not less than
$500,000; comprehensive general liability coverages with a combined single limit
of not less than $1,000,000 per occurrence; excess umbrella fiability insurance
with a single limit of not less than $2,000,000; automobile fiability insurance
covering all owned, hired and non-owned vehicles with a combined single fimit of
not fess than $1,000,000 per occurrence. Licensor shall provide Licensee with a
certificate of insurance specifically evidencing the coverages required above,
naming the licensee as an additional insured, except under the worker's
compensation policy, and expiration dates of all policies. The certificate of
insurance shall also provide for thirty (30) days prior written notice to Licensee in
the event of cancellation or any material alteration of any policy. The cerlificale
of insurance shall be furnished to or be on file with the Licensee prior to
commencement of any work under this Agreement by Licensor or any of ils
subcontractors, if any. The property damage liability insurance shall include the
broad form comprehensive general liability coverage.

11, ASSIGNMENT

11.1 No assignment or delegation of the Software provided under this Agreement
may be made to any designated person or corporation, except to Licensee's
Affiliates, without the prior consent of Licensor. Except as provided above, any
other assignment or delegation made without written consent of Licensor shall be
void for any and all purposes. Any such assignment or delegation shall be cause
for termination of this Agreement and/or assessment of additional licensing fees

Licensor agrees, upon written notification by Licensee, to amend this agreement
and to assign written consent either to: 1) an Affiliate of Licensee; or 2) a
successor-in-interest as a result of a reorganization of Licensee, or 3) a
consolidation involving Licensee, or 4) the transfer of substantially all of
Licensee’s assets upon advance writlen notice to Licensor.

Licensee's right to assign shall include Licensee's license to use and receive
maintenance for the Software to a successor or permitled transferee of Licensee
located within the United States.
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12. SOFTWARE INSTALLATION

12.1 Licensor will defiver the following production version of the PowerPlant
system, on standard CD-ROM or 35" compuler diskettes, lo operale on the
Licensee computer environment as follows:

A} PowerPlant Version 9.0.7

122 As a parl of the inilial service provided pursuant to this agreement,
Licensor will deliver one copy of the source code for the Software. So long as
Licensee is in compliance with the provisions of its agreements with Licensor, wilf
have the right to have access {o and possession of the last delivered copy of the
source code for the Software, which remains the sole and exclusive property of
Licensor.

12.3 Solong as Licensee is in compliance with the provisions of its agreements
with Licensor and is operating under current maintenance provisions with
Licensor, Licensee shall have the right to have access to and possession of the
latest source code for the Software, which remains the sole and exclusive
property of Licensor

13. MAINTENANCE

13.1 Provided that this agreement is in full force and effective between Licensor
and Licensee, Licensor agrees to keep the Software up-to-date with IRS, PUC,
FERC and GAAP requirements. Licensor further agrees to maintain the
PowerPlant system in technical compatibility with Database, Software and
Hardware improvements.

Included in the PowerPlant maintenance fee and agreement is unlimited
telephone support for both lechnical and functional assistance, enhancements
and upgrades to the PowerPlant source code, executable code and
documentation, and membership in a Licensor-sponsored users-group

As long as ficense and maintenance fees are current, Licensor agrees to provide
telephone support during normal business hours for issues that Licensee deems
critical on an immediate-as-possible basis.

13.2 Licensee will be responsible for implementing the PowerPlant Code
updates in the Licensee source code. Unlimited phone support is provided to
assist in implementing PowerPlant code updates. On site Licensor assistance in
implementing PowerPlant code updates may be arranged for under Licensor
then-current consulting rate structure.

133 I Licensee determines that an error or deficiency exists in the programs
supported under this maintenance agreement, Licensee will provide written
notification to Licensor of such error or deficiency, along with supporting data and
programs which document such error or deficiency. Licensor shall respond by
providing 1o Licensee either 1) an updaled version of the source code and
documentation which overcome the error or deficiency or 2) an adequate
suggested procedure for overcoming such error or deficiency, provided that such
suggestion enable the Software to perform in substantial conformance with the
intent of the original programs, documentation and maintenance agreement.

13.4 Licensee hereby agrees to an initial maintenance term of 5 years covering
the period from August 14%, 2007 through August 13%, 2012. During this period,
the annual escalation of the maintenance fee will follow the schedule in Section
19.5. Maintenance prior to August 14%, 2007 will be provided at no additional
cost.

13.5 In the event Licensee discontinues receiving maintenance services and
desires 1o reinstate such services, unless otherwise agreed, Licensee shall pay
alt intervening maintenance charges which would have been applicable during
the period during which maintenance services were not in effect.

13.6 Licensor shall have no obligation under paragraph 13 if Licensee is
delinquent in paying any sums of money owed fo Licensor.

14. PROTECTION OF PROPRIETARY INTERESTS / CONFIDENTIALITY

14.1 Licensee acknowledges the proprietary rights of Licensor in and to the
Software, including, but not limited io, computer programs, manuals, and
supporling material and that such are properly considered to be trade secrets, in
that they involve compiiations of information which are secrets and which are the



product of Licensor's own expenditures of time, effort, money, and creative skil
Licensee agrees that all fangible objects containing or relafing to the PowerPlant
programs are the sole and exclusive property of Licensor and upon termination of
this agreement for any reason, Licensee will return to Licensor all programs,
manuals and related materials provided under this Agreement, and will retain no
copies whatsoever for its own use or for any purpose

142 Each parly agrees that it will not use, disclose, publish, or otherwise
divulge to any third party either during or after the terminalion of this agreement
or permil its officers or employees to so divulge any confidential information of
the other party without prior writlen consent of such party. Each parly shall
employ no such less siringent procedures than the striclest procedures used to
piotect its own confidential dala including procedures set forth in these
paragraphs. 1 disclosure to a third party, such as an auditor, is required, the third
parly is required to first sign a confidentiality agreement with the owner of the
confidential information. Licensee may use the standard reports of the Software
in filings or proceedings before any governmental regulatory or judicial body to
which it is subject.

14.3 In the event of a breach of this Section 14, the owner of the confidential
information will not have an adequate remedy in money or in damages, and
therefore shall be entitled to seek injunclive relief against such breach without
any requirement to post bond as a condition thereof.

14.5 All of the above restrictions in Paragraph 14 shall survive any termination
of this Agreement and/or the completion of work. Nothing contained herein shall
be construed as to limit any rights of Licensor under copyright, patent, or other
law.

15. TITLE

Licensor warrants that it is the owner of the PowerPlant program and thal
Licensor has the right to permit Licensee o use the PowerPlant program
Licensor further warrants that the sofiware and services that Licensor provides
under this Agreement does not infringe upon or otherwise violate any patents,
trademarks, copyrights or trade secrets of any third parties. In the event that final
judgment shall be obtained against Licensee's use of the Software by reason of
patent, rademark, copyright or trade secret infringement, Licensor shall, at its
option, either 1) modify such sofiware so that it becomes non-infringing, but is stil
in conformance with Licensee tax requirements and Licensor specifications, or 2)
procure for Licensee the right to use such software or other software with
equivalent capabilities or 3) grant Licensee a refund for the Software fee.

Licensor will defend, at its expense, any action brought against Licensee to the
exient that it is based upon a claim that the Software infringes upon a United
States patent, trademark, copyright, or trade secret of a third party. Licensor
shall pay such attorneys fees and damages as shall be finally awarded against
Licensee in such action(s) which are aftributable to such claims; provided,
however, that Licensor's obligation hereunder is dependent upon Licensee's
notifying Licensor in wriling of such a claim promptly for Licensor to fully
participate in defense of such claim, or, at its option, agree to any settlement of
such claim.

Licensor shall have no liability for any claim of patent, copyright, trademark, or
trade secret of a third party infringement based on 1) use of programs or data not
furnished by Licensor, or 2) use of any programs or documentation delivered
hereunder in a form other than as delivered by Licensor, if such change in form is
the cause of the claimed infringement.

This seclion sets forth the complete liability of Licensor with respect to
infringement of any patent, copyright, trademark, or trade secret by the Software
or any part thereof.

16. OWNERSHIP

During the course of the term of this Agreement, Licensor and Licensee will be
working together to install the Software. Improvements and modifications to the
Software are expected to occur during the PowerPlant system implementation
Licensor will retain fitle to PowerPlant and to any and all modifications,
improvements, and alterations made during or subsequent to the PowerPlant
system installation.
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17. SYSTEM TRANSFER

Licensee may make complete or partial copies of the software as needed solely
for tesling, archival, backup and disaster-recovery purposes. The retention
period of such copies shall be subject to approval by Licensor. Licensee shall
ensure thal any proprietary, copyright, trademark, or trade secret notices
contained in or placed upon the system shall appear on any such copies

18. PROGRAM AGCEPTANCE

181 During the 90 (ninety) days following the delivery of the PowerPlant
programs, the programs will be subject to test by Licensee to determine that the
PowerPlant programs are in substantial conformance with the Licensee
requirements. f, during the 90 day test period, Licensee discovers an error in the
PowerPlanl programs or a subslantial non-conformance to Licensee's asset
accounting requirements, Licensee will notify Licensor in writing accompanied by
program listings or sample resulls evidencing such error or non-conformance.

182 I, within 60 days following receipt of Licensee's written error report in
accordance with paragraph 18.1, Licensor fails to remedy the reported error or
non-conformance, Licensee shall be entitled to terminate this Agreement by
wiilten notice to Licensor accompanied by relumn to Licensor all copies and
materials relating to the Soltware delivered to Licensee under this Agreement.

183 If this Agreement is terminated by Licensee in accordance with paragraph
18.2, Licensee will receive a refund for all ficense fee amounis paid by Licensee
under paragraph 19.1, exclusive of consulting fee amounts and reimbursements.

184 The Software shall be “Deemed Accepled” if no errors have been reported

or if no communication to any effect is received from Licensee after Sections 18.1
and 18.2 have been satisfied.

19. PRICING

The Perpetual PowerPlant sofiware fees and service fees are as follows:

gsenp y

19.1 License Fees $ 25,000 | Charge Repository - Basic
$100,000 | Project Accounting
$116,667 | Assel Management

192 PowerPlant § 2,300 | Asincurred
Consulting per day
193 Maintenance $ 3,750 | Charge Repository - Basic

§ 15,000 | Project Accounting
$ 17,500 | AssetManagement

19.4 Licensor will invoice Licensee per the following schedule for PowerPlant
software fees:

i) 25% of the PowerPlant License Fees following the execution of this
agreement;

iy 50% of the PowerPlant License Fees following Acceptance as per Section
18 of this Agreement;

iy 25% of the PowerPlant License Fees following the first month of
processing in Licensee's production environment;

iv

PowerPlant Consulting - as incurred;

195 Maintenance fees will be due annually in advance as per the following
schedule:

» August 14%, 2007 - $36,250
= August 14, 2008 - $36,250
= August 14%, 2009 - $36,250
* August 14%, 2010 - $54,375
= August 14% 2011 - $54,375




20. REIMBURSEMENTS

Additionally to the costs specified elsewhere herein, Licensee shall reimburse
Licensor for all such costs reasonably incurred by Licensor pursuant to its
obligations under this Agreement including the actual costs of travel, airfare,
fiving and hotel, rental car, and other out-af-packet expense incurred by Licensor
and its employees in rendering service at locations other than Licensor offices.
Air travel will be at coach rates, and hotel accommodations may be arranged by
Licensee. Also reimbursable are communication and {voice and data) telephone
charges incurred by Licensor pursuant to its obligations under this Agreement.

Licensee agrees to provide Licensor remote computer access to ils PowerPlant
system for the duration of the PowerPlant implementation in order to speed
Licensor ability to respond to questions and implementation concerns, and to
hold down the costs of travel and out-of-pocket expenses to Licensee. Any cosls
in providing such access are payable by Licensee

21, WARRANTIES

211 Licensor warrants that the PowerPlant Software substantially conforms
with all writlen specifications, including user-manual, furnished to Licensee in
accordance with this Agreement, and that the Software is compatible with the
operaling environment specified in the program specifications.

21.2 Licensor warrants that no disabling mechanisms will be incorporated into
the Software

21.3 Licensor warrants that any services rendered by Licensor will be performed
in accordance with good industry standards by qualified personnel.

21.4 Itis expressly understood and agreed that no employee, agent, or other
representative of Licensor has any authority to bind Licensor with regard to any
staterent, representation, waranty or other expression unless said statement,
representation, warranty of other expression is specifically included within the
express terms of the Agreement.

215 Notwithstanding the foregoing, Licensee is solely responsible for ensuring
the proper selection, use, management, and supervision of the Software and
audit controls, programs, operating methods and office procedures for
establishing the necessary controls over access to and use of data and for
establishing all proper checkpoints, safeguards, and procedures necessary for
the proper use of the Software, any changes made by Licensee to alter lhe
calcutations, funclions, or performance of the Software, the securily of the data
stored therein and the suitability of the results obtained with the use of the
Software. Licensee agrees that Licensor shall not be liable for any damages
caused by Licensee’s failure to fulfill these responsibilifies.

21.6 All PowerPlant software is "Year 2000" compliant. The occurrence in or
use by the software of dates on or after January 1, 2000 will not adversely affect
the performance of the software and the software will create, slore and generate
output data related to or including millennial dates without errors or omissions.

Licensor's sole obligation and liability with regard to any failure of PowerPlant to
conform to the foregoing standard shall be to corect such failure(s) in
accordance with the maintenance procedures set forth in paragraph 13.4.

217 Licensor warranties are limiled to those sel forth in this Agreement.
Licensor MAKES NO OTHER WARRANTIES, EITHER EXPRESS OR IMPLIED,
AS TO ANY MATTERS WHATSOEVER, INCLUDING, WITHOUT LIMITATION,
ITS MEBCHANTABILITY, OR ITS FITNESS FOR A PARTICULAR PURPOSE
OR ANY WARRANTIES ARISING FROM COURSE OF DEALING, USAGE OR
TRADE PRACTICE.

22. REMEDIES

EXCEPT FOR LIABILITY ARISING UNDER PARAGRAPHS 14 AND 15
ABOVE, IN NO EVENT SHALL EITHER PARTY BE LIABLE FOR ANY
INDIRECT, SPECIAL, INCIDENTAL, CONSEQUENTIAL, PUNITIVE OR
EXEMPLARY DAMAGES OF ANY KIND (EVEN IF IT HAS BEEN ADVISED OF
THE POSSIBILITY OF SUCH DAMAGES) OR FOR ANYTHING BEYOND ITS
REASONABLE CONTROL. if for any reason, any of the foregoing fimitations of
liability are voided or not effective, Licensee agrees that Licensor's liability for
damages in the aggregate, if any, shall not exceed the lesser of (i) the total
amounts paid lo Licensor by Licensee for use of the Software under this
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Agreement, and (ii) the average monthly charge paid to Licensor by Licensee for
use of the Software under this Agreement during the prior three (3) years
multiplied by twelve. Licensee's remedies in this Agreement are exclusive.
Licensee acknowledges and agrees that the fees to be paid to Licensor are
based in substantial part on the above disclaimers of warranties, limitations of
remedies, limitations of fability and exclusions of damages and that such
disclaimers, fimitations and exclusions are unrelaled independent allocations of
risks. WITHOUT LIMITING THE FOREGOING, THE PARTIES AGREE THAT IF
ANY REMEDY HEREUNDER IS DETERMINED TO HAVE FAILED OF ITS
ESSENTIAL PURPOSE, ALL LIMITATIONS OF LIABILITY AND EXCLUSIONS
OF DAMAGES SET FORTH HEREIN SHALL REMAIN IN EFFECT.

23. RELATED SOFTWARE

The PowerPlant system operates in conjunction with the PowerBuilder and the
ORACLE DBMS. PowerBuilder is a product of the Sybase Corporation. The
ORACLE DBMS is a product of the ORACLE Corporation. Licensee is required
to obtain and maintain current valid PowerBuilder and ORACLE user licenses for
use by Licensee in conjunction with PowerPlant At its oplion, Licensee may
procure discounted runime or full use copies of the PowerBuilder andior
ORACLE software from Licensor in accordance with any existing valid reseller
agreement between Licensor, ORACLE, and Sybase.

24. TERMINATION

This Agreement and License granted hereunder shall become effective on the
Effective Date as set forth in Section 26, and shall continue in effect perpetually
unless terminated under an express provision of this Agreement.

24 1 Termination prior to Acceptance shall be governed by Section 18

24.2 Licensee may terminate this Agreement after Acceptance upon providing
Licensor thirty (30} days prior written notice of Licensee's desire to terminale this
Agreement. Termination can be for any reason but only afler the payment of all
fees then due and owing

24.3 Sections 11, 12, 14, 15, 16, and 22 shall survive any termination of this
Agreement and/or completion of work

25. ENTIRE AGREEMENT

This contract constitules the entire agreement between Licensor and Licensee
hereto relating to the subject matter herein, and supersedes any prior
agreements.  There are no terms, obligations, covenants, representations,
slatements or conditions other than those contained herein. No variations or
modifications of the Contract nor waiver of any of the terms and conditions hereof
shall be deemed valid unless in writing, signed by both partied hereto

26. EFFECTIVE DATE

The effective date of this Agreement is June 19, 2006.

PowerPlan Consuliapts, jnc, p

By: %// 7 Llsiitt (ot
Name: Mol ¥ Nedve e
e | Naes ioeunk

Date: ) \ G \ 200 6

Delta NaturakGas Go., Inc

By:
Name:  JohA B.Brown
Title: VP-Conlroller

Date: é’) "—/ SA'O / =
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Amendment #1

To The
PowerPlant System Perpetual License Agreement
Between

PowerPlan Consultants, Inc.
And

Delta Natural Gas Company, Inc.

This Amendment No. 1, dated July 15™ 2006, is between PowerPlan Consultants, Inc. (Licensor), and
Delta Natural Gas Company, Inc. (Licensee), and is an amendment of that certain PowerPlant System
Perpetual License Agreement, effective as of June 19™ 2006, between Licensor and Licensee.

WHEREAS, Licensor licenses to Licensee a certain proprietary software program known as PowerPlant

(Software); and

WHEREAS, Licensee wishes to add an additional module to this Agreement and Licensor is willing to
agree to such an addition based on the terms set forth below:

NOW, THEREFORE, Licensee and Licensor agree that the Agreement is amended and supplemented as

follows:

1.0 Software Fees

1.1 The standard license fee and terms for the following additional PowerPlant Modules (which
additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

i |Fee  |Terms I

Perpetual | PowerTax $ 36,667 | * 25% of the PowerPlant License Fees following

License the execution of this Amendment;

Fees PowerTax Provision | $25,000 |« 509 of the PowerPlant License Fees following
Acceptance as per Section 18 of this
Agreement;

* 25% of the PowerPlant License Fees following
the first month of processing in Licensee’s
production environment;

Maint. PowerTax $ 5,500 | Maintenance fees will be due annually in advance
Fees as per the following schedule:
PowerTax Provision $ 3,750

= August 14", 2007 - $ 9,250
August 14", 2008 - $ 9,250
= August 14", 2009 - $ 9,250
= August 14" 2010 -$ 13,875
= August 14", 2011 -$ 13,875

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants
and conditions of the Agreement shall apply to the additional modules licensed under this
Amendment #1.

Proprietary Information of PowerPlan Consultants, Inc.




2.0 Optional Modules
1.1
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The standard license fee and terms for the following additional PowerPlant Modules (which

additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

Perpetual | Capital Budgeting
License
Fees PropertyTax
Depr Studies
Maint. Capital Budgeting $ 0 | Maintenance fees will be due upon the first
Fees posting of entries in a DNG production system
PropertyTax b 5,625 and then annually in advance thereafter.
Depr Studies $ 4,500 | Maintenance fees will not escalate until after the
initial maintenance term specified in the
Agreement under section 13.4.

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants
and conditions of the Agreement shall apply to the optional modules licensed under this

Amendment #1.

3.0 Effective Date

The effective date of this Amendment #1 is July 15", 2006.

The terms, covenants, and conditions of the Agreement, as modified and supplemented herein, shall

remain in full force and effect.

PowerPlan Consultants, Inc.

Byy%zkéfZ?Z%%%ﬂw%M

Name: l“gwlg E, &:\@L‘!!E AL OV WA

Tﬁm:‘~¥:2reascck1LVkT’
o[l /2006

Date:

Delta Natural Gas Company, Inc.

By

Name: %n B. Brown

Title:  VP-Controller

Date: //)“ 3 rOJé

Proprietary Information of PowerPlan Consultants, Inc.




Item Zb Exhibit ¢
Pace 7 of 8

Amendment #2
To The
PowerPlant System Perpetual License Agreement
Between

PowerPlan Consultants, Inc.
And

Delta Natural Gas Company, Inc.

This Amendment No. 2, dated March 15", 2007, is between PowerPlan Consultants, Inc. (Licensor), and
Delta Natural Gas Company, Inc. (Licensee), and is an amendment of that certain PowerPlant System
Perpetual License Agreement, effective as of June 19" 2006, between Licensor and Licensee.

WHEREAS, Licensor licenses to Licensee a certain proprietary software program known as PowerPlant
(Software); and

WHEREAS, Licensee wishes to add an additional module to this Agreement and Licensor is willing to
agree to such an addition based on the terms set forth below:

NOW. THEREFORE, Licensee and Licensor agree that the Agreement is amended and supplemented as
follows:

1.0 Software Fees

1.1 The standard license fee and terms for the following additional PowerPlant Modules {which
additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

Perpetual License | CR Allocations $0
Fees
Maint. Fees CR Allocations $ 3,750 | Maintenance fees will be due annually in

advance as per the following schedule:
= August 14" 2007 - $ 3,750
August 14", 2008 - $ 3,750
August 14" 2009 - $ 3,750
August 14" 2010 - $ 5,625
August 14" 2011 - $ 5,625

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants
and conditions of the Agreement shall apply to the additional modules licensed under this
Amendment #1.

2.0 Effective Date .

The effective date of this Amendment #2 is March 15", 2007.

Proprietary Information of PowerPlan Consultants, Inc.
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The terms, covenants, and conditions of the Agreement, as modified and supplemented herein, shall
remain in full force and effect.

PowerPlan Consultants, Inc.

v s Fisaisssinicns

NameMP/( k/ %/ememceru/l

Title: -}UH)\Q (Be ﬁ?
Date:__-2 ’/((‘) (9\(36 7

Delta 1 Gas Company, Inc.
By: /

"

Name: John B. Brown

Title:  VP-Controller

Date: 3 — ?0 7

Proprietary Information of PowerPlan Consultants, Inc



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

2. Referto AG 1-12.

a. Please provide a detailed list of the projects that make up the $308,300
budget for Outside Services Computers.
b. Please provide the contract(s) with FlowCal and PowerPlan showing the

annual costs to be paid to these companies for the new systems.
RESPONSE:

a. See attached Item 2a

b. See attached Item 2b:
Exhibit 1 - - Flow-Cal Contract
Exhibit 2 - - Powerplan Contract

Sponsoring Witness:

John B. Brown



PROFESSIONAL SERVICES COMPUTERS ftem 2 a
AIC 192305
AIC 1.323.05
DESCRIPTION Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 TOTAL
ALLIANCE EXT SUPPORT
cis 3,911.57 3.911.57 4,302.73 4,302.73 16,428.60
SERVICE ORDERS 1,185.33 1,1856.33 1,303.86 1,303.86 4,978.38
CUSTOMER CONTACTS 948.26 948.26 1.043.09 1,043.09 3,982.70
GUI 1,896.52 1,896.52 2,086.17 2,086.17 7,965.38
RATE STUDIES 711.20 711.20 782.31 782.31 2,987.02
USER DEFINED SCREENS 829.73 829.73 912.70 912.70 3,484.86
METER READING 711.20 711.20 782.31 782,31 2,987.02
CODE 1 INTERFACE-CRCOM 948.26 948.26 1,043.09 1,043.09 3.882.70
MAILSTREAM INTERFACE-OC 711.18 711.18 782.32 782.32 2,887.00
TOTAL 11,853.25 11,853.25 13,038.58 13,038.58 49,783.66
HARRIS INC.
Financial
MISC A/R 1,998.13 1,998.13
AP 1.634.83 1,634.83
GL 2,361.42 2,361.42
BUDGETS 1,453.18 1.453.18
HUMAN RESOURCES 2,361.42 2,361.42
PAYROLL 2,906.37 2,906.37
Work Management -
INVENTORY 181.65 181.65
PURCHASING 1,089.89 1,089.89
REQUISITIONS 908.24 908.24
WORK ORDERS 1,634.83 1,634.83
FIXED ASSETS 1.634.83 1,634.83
TOTAL 18,164.79 18,164.79
GROUP 1 (Postal & Barcoding)
CODE 1 PLUS 2,350.00 2,350.00
MAILSTREAM PLUS MNT 5,354.00 5,354.00
BTO Maint, 375.00 375.00
US Postal Monthly Database 6,630.00 6,630.00
USPS Fite Monthily 1,340.00 1,340.00
16,049.00 16.049.00
IBM Software and Support
Suppert Line / Alert - -
Software Subscription Pd thru 6/30/09 - - - - -
OTHER
itron Sofiware 652.00 652.00 717.00 717.00 2,738.00
Itron extended customer support for MV-RS - 1,300.00 1,300.00
Cognos Impromplu 850.00
Cognos Powerplay/Reporinet 8,500.00 8,500.00
Digital Designs {Laser Checks, Report emailing) 1,400.00 1,400.00
Digital Designs DocAgent 2,000.00 2.000.00
Knowledgelake 6,000.00 6,000.00
Knowledgelake Image Enterprise Yearly Mainlenace 5,800.00 5,800.00
Hawkeye 725.00 725.00
ICOMA00 (Pinnacle) 500.00 500.00
Datatrade Spoolview Archiving 175.00 - 5,000.00 5,175.00
ACI. Statistical Program 855.00 855.00
Arsenaulf and Assoc (Maintenance Dossier) 1.800.00 1,800.00
CCH Edgar Ease Subscription 3,100.00 - 3,100.00
Mailwatch Email Virus Check 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 160.00 150.00 150.00 1,800.00
IBM Business Recovery 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857.00 857,001 10,284.00
Disaster Recovery Option with iBM/Network Only 650.00 650.00 650.00 660.00 650.00 650.00 750.00 750.00 750.00 750.00 750.00 750.00 8.400.00
Proseries Research Lib and Lacert Tax Prep 750.00 750.00
Micrasoft Office Sft Assurance 2YR - not needed
for 2007 budget - -
Windows 2003 with Software Assurance - COW 1,100.00 1,100.00
SQL Server Software assurance 10 user 1 server -
cbw 1,300.00 1,300.00
Software assurance SQL Server CPU base licensé
20-Cow 3,000.00 3.000.00
SQL Server Software Assurance 5 user y server 900.00 900.00
Window Server Software Assurance - COW. 800.00 800.00
Microsoft Software Assurance - 15,678.88| 15,678.88
Microsoft Exchange Subscription user cals ans
server - COW 4,500.00 4,500.00
Deskiop fax service for Winchester users - Easlylin 480.00 480.00
Website Design and major updates - Boxlake
Networks 725.00 725.00 725.00 725.00 725.00 725.00 775.00 775.00 775.00 775.00 775.00 775.00 9,000.00
Track-It Premium Care - Numara 1,500.00 1,500.00
Autocad Subscription Rnew - Advanced Solutions 4,200.00 4,200.00
Backup Exec Agents As Required - CDW 900.00 900.00
Backup Exec - Symantic 1,500.00 1,500.00
Unknown software items 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 833.00 837.00 | 10,000.00
Carlson Civil Suite 2007 1,600.00 1,600.00
Citrix Subscription Renewal 1,925.00 1,925.00
Citrix Access Gateway User Cannections 1,600.00 1,600.00
Etrust with ITM including Pest Patrol Subscription
CDW 2,000.00 2.000.00
Oracle Extended Suppori/Sofware upgrade license 1,500.00 1,500.00
Enhancement o mapping project -Ron Auble
Consutting 5,000.00 5,000.00
SSL Certificates for Web Security - 800.00 800.00
FioCal 36,410.00 | _36,410.00
Protivili SarbOx Maintenance 11,000.00 - - - - - - - - - - 11,000.00
PowerPlant 36,250.00 36,250.00
PowerTax 9,250.00 8,250.00
Total Other 20,487.00 | 49,615.00| 10,115.00] 5.867.00| 6,420.00 | 13,615.00| 23,207.00| 3,865.00| 9,165.00 | 10,082.00| 9,765.00] 61,957.88 [ 223,320.88
TOTAL 32,350.25 | 49,615.00 | 10,115.00] 17,720.25! 6,420.00 | 13,615.00| 54,410.37] 3,866.00 | 9,165.00 | 39,169.58 | 9,765.00; 61,957.88 | 307,318.33
ROUNDED 32.400.00 | 49,600.001 10,100.00 1 17,700.00] 6400.00 | 13,600.00 ] 54,400.00] 3,900.00] 9,200.00 | 39,200.00; 9,800.00 62,000.00 | 308,300.00
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SOFTWARE SUBSCRIPTION AGREEMENT

DG-01-06
Agreement No.

This Subscription Agreement (Agreement) between Flow-Cal, Inc. (FCI), a Texas
corporation whose principal office is located at 2222 Bay Area Boulevard, Suite 200

Houston, Texas, 77058, and Customer, governs the provision of annual software
maintenance and support (the “Services”) for The Flow-Cal System® described in
Exhibit A attached hereto, in consideration of the mutual promises set forth in this

June 1, 2606 agreement.
Effective Date

1 Year Delta Natural Gas 8056

Term

FC No.

3617 Lexington Road, Winchester, KY 40391 (

Customer acknowledges that it has not been induced to enter into this Agreement by any representation or

warranty not set forth in this Agreement.

This Agreement, and the documents attached hereto and

incorporated herein, contain the entire agreement of the parties with respect to its subject matter, and
supersede all other existing agreements and all other oral, written, or other communications between them
concerning the subject matter covered thereby. This Agreement shall not be modified in any way except by

a writing signed by all parties.

Customer Delta Natural Gas Co., Inc.

By: (MW

"~ Jobn B. Brown

Title: VP-Controller

Date: é)/ //L / 0L

Subscription Agreement

Flow-Cal®, Inc

By: / .

14

o

R e quyres \__—
Title: sident

Date: L/// //7/04
7
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1. TERM.

1.1

1.2

1.3

The term ("Term") of this Agreement shall commence on the Effective Date and shall
continue for a period of twelve (12) months.

Upon review of prior terms, support requirements and mutual agreement upon fee
adjustments, the Agreement shall renew for subsequent renewal terms ("Renewal Terms") of
the same length as the Term provided; however, if either party notifies the other in writing at
least thirty (30) days prior to the end of the Term or any Renewal Term that it does not wish
to renew this Agreement, this Agreement shall terminate upon expiration of the then current

Term or the Renewal Term. T

The fee for the initial term shall be thirty-three thousand, one hundre@&?}},lOO"OO) d.§llars
(US). ~

adime 1090 intigaSe. fJor

2. THE SERVICES. buet b B3040

2.1

22

2.3

24

2.5

2.6

2.7

2.8

The Services specified in this Agreement shall constitute the complete and exclusive
definition of Services to be provided by FCI. On-site services are not included, but may be
provided by FCI at Customer's request on a time, expense, and materials basis at FCI's then
current rates.

FCI shall provide Customer’s designated contacts with unlimited telephone consultation
with its technical support staff regarding the Flow-Cal System on a toll-free number between
the hours of 8:00 a.m. and 5:00 p.m. CT, Monday through Friday, excluding legal holidays.
If Customer acquires a modem at its expense, then FCI may provide on-line consultation, as
deemed necessary and appropriate by FCI.

Customer shall have access to the FCI message center twenty-four hours a day, seven days
a week, and may leave messages regarding the Flow-Cal System for FCI personnel.

Customer shall have access to the FCI File Transfer Protocol (FTP) site, whereby Customer
may, by connecting to the site via the Internet, obtain updates and information regarding
the Flow-Cal System and other products and services available from FCI.

FCI shall provide Customer with upgrades and enhancements to the Flow-Cal System. For
the purposes of this Agreement, upgrades and enhancements shall mean any changes or
improvements in the Flow-Cal System provided to FCI customers at no charge.

The Services shall only be provided for the Flow-Cal System when they are used in
accordance with the license agreement ("License Agreement") in effect between FCI and
Customer, and in conjunction with equipment, software, or other devices designated by FCI
as compatible with the Flow-Cal System.

FCI shall provide to customer and customer shall use the latest version of The Flow-Cal
System, or the next previous version of the Flow-Cal System if the latest version has been
available for less than six (6) months. Customer may use the next previous version for
longer periods whenever Customer has provided to FCI reasonable documentation of non-
conformities within the latest version.

Any work product that results from FCI providing Services to Customer under this
Agreement shall become the exclusive property of FCI upon creation.

Subscription Agreement
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3. ON SITE SERVICES, TRAVEL COSTS, AND EXPENSES.

3.1

3.2

FCI employees may incur costs and traveling expenses such as commercial transportation,
private car rental, taxi or limousine fees, hotel room rentals, meals, parking, or other related
expenses, in connection with the Services performed at Customers site. Upon written
request by FCI, Customer shall reimburse FCI for all such costs and expenses that are
reasonably and prudently incurred.

1f FCI performs services at Customer's premises, Customer shall reimburse FCI at FCI's
then prevailing hourly rates for the performance of said services. Customer shall further
reimburse FCI for any materials used and expenses incurred in the performance of said
services.

4. RESOURCES AND CUSTOMER RESPONSIBILITY.

4.1

4.2

4.3

4.4

Customer shall be responsible for providing FCI with any equipment, software, information,
or documentation reasonably required by FCI to perform the Services under this Agreement.

Customer shall provide FCI with a detailed description of all non-conformities concerning
the Flow-Cal System, and Customer shall assist FCI in recreating the non-conformity and
resolving the issue(s) by providing FCI with any requested information or material.

Customer shall designate a limited number of employees as its Maintenance Contacts, who
shall be named in Exhibit A of this Agreement. Customer's Maintenance Contacts shall
have the exclusive right and responsibility to contact FCI for Service pursuant to this
Agreement. Upon fourteen (14) days prior written notice to FCI, Customer may change its
Maintenance Contacts.

If services are to be performed at Customer's location, Customer shall provide FCI's
personnel with a secure workspace with access to Customer's computer system, software,
and related equipment, if necessary, to perform the Services, along with basic operating
supplies and adequate storage space for work materials.

5. PAYMENT.

5.1

5.2

5.3

Subscription Agreement

Payment for Service shall be due and payable upon commencement of the Term or any
Renewal Term.

Payment for travel costs, expenses, and on-site Services shall be made in accordance with
Section 5.3.

All invoices shall be paid by Customer Net 30. If Customer fails to pay any amount due
under this Agreement, whether by acceleration or otherwise, Customer, upon demand, shall
pay interest at the rate of 18% per annum (or 1%% per month), but not to exceed the
maximum allowed by law, on such delinquent amount from the due date thereof until the
date of payment. Customer agrees to reimburse FCI for any and all expenses FCI may incur,
including interest and reasonable attorney fees, in taking action to collect any amounts due
FCI hereunder.
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6. TAXES.

There shall be added to all payments hereunder amounts equal to any applicable taxes levied
or based on this Agreement, unless Customer provides FCI with appropriate exemption
certificates, exclusive of taxes based on FCI's net income.

7. WARRANTY.

7.1 FCI warrants solely that FCI shall use reasonable efforts to assist Customer in correcting
non-conformities with the Flow-Cal System, which are properly reported to FCI as promptly
as possible. The foregoing shall be FCI's sole obligation under this Agreement, and
Customer's exclusive remedy, and shall terminate in the event of any unauthorized
modification to the Flow-Cal System.

7.2 EXCEPT AS SPECIFICALLY PROVIDED HEREIN, THERE ARE NO WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE.

8. OWNERSHIP OF FLOW-CAL SYSTEM.

Any workarounds, fixes, updates, modifications, and/or enhancements to the Flow-Cal
System provided to Customer under this Agreement shall remain the property of FCI and
shall be licensed or leased to Customer in accordance with the terms and conditions of the
License or Lease Agreements covering the Flow-Cal System. FCI hereby grants Customer a
license to use such workarounds, fixes, modifications, and/or enhancements in accordance
with the terms of such License or Lease Agreement.

9. LIMITATION OF LIABILITY.

IN NO EVENT SHALL FCI BE LIABLE TO CUSTOMER FOR ANY DIRECT,
SPECIAL, INDIRECT, EXEMPLARY, INCIDENTAL, OR CONSEQUENTIAL
DAMAGES, INCLUDING ANY LOST PROFIT OR LOST SAVINGS, EVEN IF FCI HAS
BEEN ADVISED, KNOWS, OR SHOULD KNOW OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING OUT OF OR IN CONNECTION WITH FCI'S PERFORMANCE
OF SERVICES HEREUNDER, OR THE DELIVERY, SALE, USE, OR INABILITY TO
USE, OR PERFORMANCE OF THE FLOW-CAL SYSTEM. IN NO EVENT SHALL FCI
BE LIABLE FOR ANY DAMAGES, WHETHER BASED UPON THEORIES OF TORT,
CONTRACT, OR ANY OTHER LEGAL OR EQUITABLE THEORY, IN EXCESS OF
THE AMOUNT ACTUALLY PAID TO FCI BY CUSTOMER FOR THE SERVICES AND
PRODUCTS PROVIDED UNDER THIS AGREEMENT DURING THE IMMEDIATELY
PRECEDING TWELVE (12) MONTHS.

Subscription Agreement
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10. TERMINATION.

10.1

10.2

10.3

Either party may terminate this Agreement upon thirty (30) days written notice (the "Notice
Period") in the event that the other party violates any provision of this Agreement or the
License or Lease Agreements covering the Flow-Cal System, including but not limited to,
confidentiality and payment, provided, however, that the breaching party shall have the right
to attempt to cure said violation during the Notice Period.

FCI may terminate this Agreement upon five (5) days written notice in the event Customer:
(i) terminates or suspends its business; or (ii) becomes subject to any bankruptcy or becomes
insolvent or subject to direct control by a trustee, receiver, or similar authority.

Without limiting any of the above provisions, in the event of termination as a result of the
Customer's failure to comply with any of its obligations under this Agreement or under the
License or Lease Agreements, the Customer shall continue to be obligated for any payment
due. Termination of this Agreement and/or the License or Lease Agreement shall be in
addition to, and not in lieu of, any equitable or legal remedies available to FCL

11. FCI EMPLOYEES.

Customer acknowledges that FCI's employees' expertise and service constitute a valuable
and unique asset of FCI. Therefore, Customer agrees not to make any offer of employment
to, nor enter into a consulting or employment relationship with, any employee of FCI for a
period of two (2) years after termination or expiration of that employee's employment with
FCL

12. GENERAL.

12.1

12.2

12.3

12.4

12.5

12.6

12.7

12.8

If any provision of this Agreement (or any portion thereof) shall be held to be invalid,
illegal, or unenforceable, the validity, legality, or enforceability of the remaining provisions
(or the remaining portions thereof) shall not in any way be affected or impaired thereby.

This Agreement shall not be assignable by Customer without the prior written consent of
FCI, and any attempt by Customer to assign any ol its rights, duties, or obligations, which
arise under this Agreement without such consent, will be void.

The headings in this Agreement are intended for convenience of reference only and shall not
effect its interpretation.

All notices shall be in writing and shall be delivered or sent by registered or certified mail,
return receipt requested, to the addresses indicated herein.

This Agreement shall be binding upon and inure to the benefit of the parties' successors,
legal representatives, and permitted assigns.

The parties agree that the International Sale of Goods Act does not apply to this
Agreement. This Agreement shall be interpreted and governed by the laws of the State of
Texas. Any and all disputes arising pursuant to this Agreement shall be resolved
exclusively in the courts of the State of Texas, and the parties hereto submit to the
exclusive jurisdiction of such courts.

The provisions of Sections 7.2, 8, 9, and 11 shall survive termination or expiration of this
Agreement for any reason.

The failure of either party to enforce any term or condition of this Agreement shall not

Subscription Agreement
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constitute a waiver of either party's right to enforce each and every term and condition of
this Agreement.

12.9 No action, regardless of form, arising out of any claimed breach of this Agreement or
transactions under the Agreement may be brought by Customer more than one year after
the cause of action has arisen.

Subscription Agreement
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EXHIBIT A
FLOW-CAL SYSTEM MODULES COVERED BY THE

SUBSCRIPTION AGREEMENT:

Flow-Cal Client/Server with (1) concurrent user, (1) occasional user, and (1) view-only user, (2)
Test-It! Desktops, and the following Enterprise Modules for Client/Server:

Service to Auto Estimate Missing Data Module
Scheduled Reporting Module

Monthly Close Functions and Service Module

GQ Source Module

Validation Set-Points

Meter Inspection, Calibration, & Test Report Module

Customer Contact(s): Don Cartwright (User), 859/744-6171 x169
David Turpin (IT), 859/744-6171 x175
John Brown (VP-Controller), 859/744-6171 x109

Subscription Agreement



1. LICENSE & USE

PowerPlan Consultants, Inc. (Licensor), a Delaware Corporation, agrees to
provide Delta Natural Gas Company, Inc. {Licensee), a Kentucky corporation,
with the PowerPlant Software, {'Software’), in accordance with the provisions
contained within this Licensing Agreement.

1.1 Licensor grants Licensee a perpetual, non-exclusive license to use the
Software. Licensee agrees fo pay to Licensor the amounis set forth in this
agreement for the Software and for the implementation and relaled costs thereof
on the Licensee computer systems.

1.2 This Agreement is intended for the sole use and for the sole benefit of
Licensee and its direct afiiliates and subsidiaries ("Affiliates"), and for no other
persons or corporations except as specifically provided for under Seclions 1.3,
1.4, and 1.5. The Licensed Program and Documentation shall be utilized only to
process data of Licensee and its Affiliates. Any other use shall be cause for
termination of this Agreement andfor assessment of additional ficensing fees

For purposes of this Agreement, the lerm “Affiliale” means any entily,
corporation, subsidiary, parent company, parinership, joint venture or other entity
in which Licensee, or Licensee's Affiliates, owns a direct controlling interest and
does not produce software which competes with the PowerPlant Software. For
the purposes of this Agreement, “direct controlling interest” means an active and
direct participation in the enlity's operations and management and 50%, or
greater, ownership of the stock or 50%, or greater, representation on the board of
directors.

1.3 Contractors and consultants of Licensee and its Affiliates shalf be permitted
to access and use the Software provided the contractor or consultant signs
Licensee's non-disclosure agreement which is consistent with Section 14 herein,
and such access and use is only for the business purposes of Licensee and its
Affiliates and is in accordance with the terms of this Agreement. At no time shall
Licensee serve as a service bureau to third parties with respect lo the Software
All source code versions of the Software shall remain within the United States
and shall only be accessible by Licensee, Licensee's Affiliates, Contractors, or
Consultants located within the United Stales.

1.4 Operaling Venlure. For the purposes of this Agreement, the term
“Operating Venture" means any enlity corporation, subsidiary, partnership, joint
venture or other enlity in which Licensee, or one of its Affiliates, owns al least a
direct 25% interest in the entity, and Licensee has direct and active participation
in the entity's operations and management, and the entity does not produce
software that competes with the Software. As part of Licensee's obligations in
the management of the Operating Venture, Licensee may use the Software to
process records for the Operating Venture.

1.5 Transition Assels - If Licensee's assets, for which data records exist in the
Software, are split-off or sold to a separate legal eniity ("Asset Receiver”), and
such entity is not provided for under Section 1.2, 1.3, or 1.4, and such entity does
not have a current license agreement for the applicable Software, the Licensee
may conlinue to maintain and process the associated records for the Asset
Receiver for up to twelve (12) months beyond the first date of transfer. This
period will be defined as the *Transition Period".

After the Transition Period, Licensee must suspend the processing and
maintenance of such records, or Licensee must enter into a separate license
agreement for the processing and maintenance of such records, or the Asset
Receiver must enter into a license agreement with PowerPlan. Such agreements
may be either on a perpetual or monthly lease basis.

2. LICENSOR STATUS

The relationship of Licensor to Licensee shall be that of an independent
contractor. Licensor shall accept, in connection with the work called for herein,
exclusive liabifity for withholding the sums for Licensor's employee, federal, state
and/or local income taxes, contributions for social security, unemployment
insurance, wages, or other remuneration paid by Licensor to any and all persons
employed in connection with the work described under this agreement. Licensor

Item 2b Exhibit 2
Page 1 of 8

will comply with all valid Federal and State Administrative Regulations requiring
the assumption of liability for any of he aforesaid taxes or contributions

3. EMPLOYMENT RELATIONSHIP

Nothing herein contained shall be construed as creating the refationship of
employer and employee between Licensee and Licensor, or between Licensee
and any persons employed by Licensor

4. SUBCONTRACTORS

No portion of the work described herein shall be sublet by Licensor without first
securing the approval of Licensee. Approval by Licensee of any subcontractor
shall not relieve Licensor of full responsibility for the work to be performed by the
subcontractor or of full responsibility for any properly damage or personal injury
caused by the subconiractor or employees

5. AUDIT CLAUSE

Licensor agrees to maintain records capable of being audited for all cost
reimbursement work. Licensor further agrees to furnish such supporting detail as
may be reasonably requesled by Licensee to support charges or invoices for the
cost reimbursement work, and to make available for audit purposes the records
covering charges presented under this contract. The cost of any such audit shall
be bomne by Licensee. If the audit is not performed by Licensee, Licensor and
Licensee shall mutually agree on an independent auditor.

6. GOVERNING LAW

This agreement shall be governed and construed by the laws of the State of
Georgia.

6.1 In the event that any one or more of the provisions, paragraphs, sentences
or clauses {'provisions’} contained within this license shall be deemed invalid,
iflegal, or otherwise unenforceable, the remainder of the provisions this license
will remain intact. Licensor and Licensee mutually agree to substitute any invalid,
ilegal or unenforceable provision of this ficense with a similar valid, legal, or
enforceable provision which provides the parties with protection which contains a
closely similar economic impact to the invalid, ilegal, or unenforceable provision

7. FORCE MAJUERE

No party hereunder shall be considered in default in the performance of, and any
such party shall be excused from performing, any obligation under this license to
the extent that, and for long as that, such performance is prevented due to any
cause that is not reasonably within such party's control and that is not caused by
such party's default or negligence (an event of “Force Majuere”) including, but
nol limited to, acts of God or the public enemy; fire, flood, strike or other labor
dispute directly affecting the project implementation, civil disturbance, or omission
by public authority or authorities having proper jurisdiction, or any similar
circumstances beyond the control of Licensar or Licensee.

8. INVOICING

Licensor shall monthly present invoices to Licensee which shall be due and
payable upon presentation. Licensee agrees to make payment to Licensor in
lawful money of the Uniled States of America. In the event that such invoices
are not paid within thirty (30) days, undisputed unpaid amounts will be charged
interest at the monthly rate of .5%.

All payments due under this Agreement shall be presented via invoice to
Licensee, via regular US mail, or mutually agreed-upen courier, addressed to:

Mr. John B. Brown
VP-Controller

Delta Natural Gas Company, Inc.
3617 Lexinglon Road
Winchester, KY. 40391
858.744.6171

All payments due under this agreement shall be remitied to Licensor, in the
currency of the United States of America, via regular US mail, or agreed-upon
courier, addressed to:



R Alan Delk, Treasurer
PowerPlan Consultants, inc.
1600 Parkwood  Suite 600
Atlanta, Georgia 30339
(770) 618 - 2261

8.1 In the event that Licensee disputes the amount of any invoice, Licensee
will not be obligated to pay the dispuled portion of such invoice until the parties
have resolved such dispute. The parties agree to consider all good faith and
reasonable solutions and fo exercise all reasonable effors to resolve such
matiers. In the event of any dispute with regard to a portion of the invoice, the
undisputed amount shall be paid as set forth herein.

8.2 Inthe event that the porlion of any invoice not under dispute is unpaid
after sixty (60) days after its mailing date, Licensor will notify Licensee in wriling
that Licensor considers Licensee to be delinquent in payments due Licensor
under this agreement. Il Licensee fails to rectify such payment delinquency
within 30 days, then Licensor may at its sole option and discretion, ferminate this
agreement and lerminate the license granted to Licensee as a result thereof.
Licensor reserves cumulatively all other remedies and rights provided under this
Agreement. Licensee will pay all legal cosls and other costs associaled with the
collection of payments due pursuant to this Agreement

9. TAXES

The charges presented under this Agreement exclude sales tax, excise lax,
personal property tax, or other similar or related tax.

Licensee lakes full responsibility for any ultimate sales, excise, personal properly,
or other similar or related tax.

10. INSURANCE

Licensor shall properly maintain the following insurance coverage: Statulory
workers' compensation insurance in full compliance with the worker's
compensation and occupational disease acls of each and every state in which
wark is to be performed; employer's liability insurance with a limit of not less than
$500,000; comprehensive general liability coverages with a combined single fimit
of not less than $1,000,000 per occurrence; excess umbrella fiability insurance
with a single limit of not less than $2,000,000; automobile liability insurance
covering all owned, hired and non-owned vehicles with a combined single limit of
not less than $1,000,000 per occurrence. Licensor shall provide Licensee with a
certificate of insurance specifically evidencing the coverages required above,
naming the Licensee as an additional insured, except under the worker's
compensation policy, and expiration dates of all policies. The certificate of
insurance shall also provide for thirty (30} days prior written notice to Licensee in
the event of canceliation or any material alteration of any policy. The certificate
of insurance shall be furnished to or be on file with the Licensee prior to
commencement of any work under this Agreement by Licensor or any of its
subcontractors, if any. The property damage liability insurance shall include the
broad form comprehensive general liability coverage.

11, ASSIGNMENT

11.1 No assignment or delegation of the Software provided under this Agreement
may be made to any designated person or corporation, except to Licensee's
Affiliates, without the prior consent of Licensor. Except as provided above, any
other assignment or delegation made without written consent of Licensor shall be
void for any and all purposes. Any such assignment or delegation shall be cause
for termination of this Agreement and/or assessment of additional licensing fees.

Licensor agrees, upon written notification by Licensee, to amend this agreement
and lo assign written consent either to: 1) an Affiliate of Licensee; or 2) a
successor-in-interest as a result of a reorganization of Licensee, or 3) a
consolidation involving Licensee, or 4) the transfer of substantially all of
Licensee's assets upon advance written notice to Licensor.

Licensee's right to assign shall include Licensee’s ficense to use and receive
maintenance for the Software to a successor or permitied transferee of Licensee
located within the United States.
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12. SOFTWARE INSTALLATION

12.1 Licensor will deliver the following produclion version of the PowerPlant
system, on standard CD-ROM or 35" computer diskettes, to operate on the
Licensee computer environmen! as follows.

A.) PowerPlant Version 9.0.7

122 As a part of the initial service provided pursuant to this agreement,
Licensor will defiver one copy of the source code for the Software. So long as
Licensee is in compliance with the provisions of its agreements with Licensor, will
have the right to have access fo and possession of the last delivered copy of the
source code for the Software, which remains the sole and exclusive property of
Licensor.

12.3 So long as Licensee is in compliance with the provisions of its agreements
with Licensor and is operating under current maintenance provisions with
Licensor, Licensee shall have the right to have access to and possession of the
latest source code for the Software, which remains the sole and exclusive
property of Licensor

13. MAINTENANCE

13.1 Provided that this agreement is in fult force and effective between Licensor
and Licensee, Licensor agrees o keep the Software up-to-date with IRS, PUC,
FERC and GAAP requirements. Licensor further agrees to maintain the
PowerPlant system in technical compatibility with Database, Software and
Hardware improvements

Included in the PowerPlant maintenance fee and agreement is unlimited
telephone support for both technical and functional assistance, enhancements
and upgrades to the PowerPlant source code, execulable code and
documentation, and membership in a Licensor-sponsored users-group.

As long as license and maintenance fees are current, Licensor agrees to provide
telephone suppert during normal business hours for issues that Licensee deems
critical on an immediate-as-possible basis

13.2 Licensee will be responsible for implementing the PowerPlant Code
updates in the Licensee source code. Unlimited phone support is provided to
assist in implementing PowerPlant code updates. On site Licensor assistance in
implementing PowerPlant code updates may be arranged for under Licensor
then-current consulting rate structure.

13.3 If Licensee determines that an error or deficiency exists in the programs
supported under this maintenance agreement, Licensee will provide writlen
notification to Licensor of such error or deficiency, along with supporting data and
programs which document such error or deficiency. Licensor shall respond by
providing to Licensee either 1) an updated version of the source code and
documentation which overcome the error or deficiency or 2) an adequate
suggested procedure for overcoming such error or deficiency, provided that such
suggestion enable the Software to perform in substantial conformance with the
intent of the original programs, documentation and maintenance agreement.

13.4 Licensee hereby agrees to an initial maintenance term of 5 years covering
the period from August 14%, 2007 through August 13", 2012. During this period,
the annual escalation of the maintenance fee will follow the schedule in Section
19.5. Maintenance prior to August 14%, 2007 will be provided at no additional
cost.

135 In the event Licensee discontinues receiving maintenance services and
desires to reinstate such services, unless otherwise agreed, Licensee shall pay
all intervening maintenance charges which would have been applicable during
the period during which maintenance services were not in effect.

13.6 Licensor shall have no obligation under paragraph 13 if Licensee is
delinquent in paying any sums of money owed to Licensor.

14. PROTECTION OF PROPRIETARY INTERESTS/ CONFIDENTIALITY

14.1  Licensee acknowledges the proprietary rights of Licensor in and fo the
Software, including, but not limited to, computer programs, manuals, and
supporting material and that such are properly considered o be trade secrets, in
that they involve compifations of information which are secrets and which are the



product of Licensor's own expenditures of ime, effort, money, and crealive skill
Licensee agrees that all tangible objects conlaining or relating to the PowerPlant
programs are the sole and exclusive property of Licensor and upon termination of
this agreement for any reason, Licensee will return to Licensor all programs,
manuals and related materials provided under this Agreement, and will retain no
copies whatsoever for its own use or for any purpose

142 Each party agrees that it will not use, disclose, publish, or otherwise
divuige to any third parly either during or after the termination of this agreement
or permit its officers or employees to so divulge any confidential information of
the other party without prior writlen consent of such parly. Each party shall
employ no such less stringent procedures than the strictest procedures used to
protect ils own confidential dala including procedures set forth in these
paragraphs. If disclosure lo a third party, such as an audilor, is required, the third
party is required to first sign a confidentiality agreement with the owner of the
confidential information. Licensee may use the standard reports of the Software
in filings or proceedings before any governmental requlatory or judicial body to
which it is subject.

143 In the event of a breach of this Section 14, the owner of the confidential
information will not have an adequate remedy in money or in damages, and
therefore shall be entitled to seek injunctive relfief against such breach without
any requirement to post bond as a condition thereof.

14.5 Al of the above restrictions in Paragraph 14 shall survive any termination
of this Agreement and/or the completion of work. Nothing contained herein shall
be construed as to limit any rights of Licensor under copyright, palent, or other
law.

15. TITLE

Licensor warrants that it is the owner of the PowerPlant program and that
Licensor has the right lo permil Licensee to use the PowerPlant program.
Licensor further warrants that the software and services that Licensor provides
under this Agreement does not infringe upon or otherwise violate any patents,
trademarks, copyrights or rade secrels of any third parties. In the event that final
judgment shall be obtained against Licensee's use of the Sofiware by reason of
patent, trademark, copyright or trade secret infringement, Licensor shall, at ils
option, either 1) modily such software so that it becomes non-infringing, but is stift
in conformance with Licensee tax requirements and Licensor specifications, or 2}
procure for Licensee the right to use such software or other software with
equivalent capabilities or 3) grant Licensee a refund for the Sofiware fee.

Licensor will defend, at its expense, any action brought against Licensee to the
extent that it is based upon a claim that the Software infringes upon a United
States patent, trademark, copyright, or trade secre! of a third party. Licensor
shall pay such attorneys fees and damages as shall be finally awarded against
Licensee in such action(s) which are attributable to such claims; provided,
however, that Licensor's obligation hereunder is dependent upon Licensee’s
notifying Licensor in wriling of such a claim promptly for Licensor to fully
participate in defense of such claim, or, al ils option, agree to any seftlement of
such claim.

Licensor shall have no liability for any claim of patent, copyright, trademark, or
trade secret of a third party infringement based on 1) use of programs or data not
furnished by Licensor, or 2) use of any programs or documentation delivered
hereunder in a form other than as delivered by Licensor, if such change in form is
the cause of the claimed infringement.

This section sets forth the complete liability of Licensor with respect to
infringement of any patent, copyright, trademark, or trade secret by the Software
or any part thereof.

16. OWNERSHIP

During the course of the term of this Agreement, Licensor and Licensee will be
working together to install the Software. Improvements and modifications to the
Software are expecled to occur during the PowerPlant system implementation
Licensor will retain title to PowerPlant and to any and all modifications,
improvements, and alterations made during or subsequent to the PowerPlant
system installation.

puen cu CXpinie £
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17. SYSTEM TRANSFER

Licensee may make complete or partial copies of the sofiware as needed solely
for testing, archival, backup and disaster-recovery purposes. The retention
period of such copies shall be subject to approval by Licensor. Licensee shall
ensure thal any proprietary, copyright, trademark, or trade secret notices
contained in or placed upon the syslem shall appear on any such copies

18. PROGRAM ACCEPTANCE

18,1 During the 90 {ninety) days following the delivery of the PowerPlant
programs, the programs will be subject to lest by Licensee 1o determine that the
PowerPlant programs are in substantial conformance with the Licensee
requirements. f, during the 90 day test period, Licensee discovers an error in the
PowerPlant programs or a substantial non-conformance to Licensee's assel
accounting requirements, Licensee will notify Licensor in writing accompanied by
program listings or sample results evidencing such error or non-conformance.

18.2 If, within 60 days following receipt of Licensee's written error report in
accordance with paragraph 18.1, Licensor fails to remedy the reported error or
non-conformance, Licensee shall be entifled to terminate this Agreement by
written nofice to Licensor accompanied by return to Licensor all copies and
malerials relaling lo the Software delivered to Licensee under this Agreement.

18.3 It this Agreement is terminated by Licensee in accordance with paragraph
18.2, Licensee will receive a refund for all license fee amounts paid by Licensee
under paragraph 19.1, exclusive of consulting fee amounts and reimbursements

184 The Software shall be "Deemed Accepted” if no errors have been reported

or if no communication to any effect is received from Licensee after Sections 18.1
and 18.2 have been salislied

19. PRICING

The Perpetual PowerPlant software fees and service fees are as follows:

Destrip Y

194 License Fees $ 25,000 | Charge Repository - Basic
$100,000 | Project Accounting
$ 116,667 | Asset Management

192 PowerPlant $ 2,300 | Asincurred
Consulling per day
19.3 Maintenance $ 3,750 | Charge Repository - Basic

$ 15,000 | Project Accounting
$ 17,500 | Asset Management

194 Licensor will invoice Licensee per the following schedule for PowerPlant
software fees:

i) 25% of the PowerPlant License Fees following the execution of this
agreement;

i) 50% of the PowerPlant License Fees following Acceptance as per Section
18 of this Agreement;

iy 256% of the PowerPlant License Fees following the first month of
processing in Licensee’s production environment;

iv

PowerPlant Consulling - as incurred;

195 Maintenance fees will be due annually in advance as per the following
schedule:

»  August 14%, 2007 - $36,250
»  August 14, 2008 - $36,250
= August 14, 2009 - $36,250
*  August 14™, 2010 - $54,375
»  August 14, 2011 - $54,375




20. REIMBURSEMENTS

Additionally to the cosls specified elsewhere herein, Licensee shall reimburse
Licensor for all such costs reasonably incurred by Licensor pursuant fo ils
obligations under this Agreement including the actual costs of fravel, airfare,
living and hotel, rental car, and other out-of-pocket expense incurred by Licensor
and its employees in rendering service at locations other than Licensor offices.
Air travel will be at coach rates, and hotef accommodations may be arranged by
Licensee. Also reimbursable are communication and {voice and data) telephone
charges incurred by Licensor pursuant to its obligations under this Agreement.

Licensee agrees to provide Licensor remote computer access 1o its PowerPlant
system for the duration of the PowerPlant implementation in order o speed
Licensor ability to respond to questions and implementation concerns, and lo
hold down the costs of travel and out-of-pockel expenses {o Licensee. Any cosls
in providing such access are payable by Licensee.

21. WARRANTIES

21.1 Licensor warrants that the PowerPlant Software substantially conforms
with all written specifications, including user-manual, furnished to Licensee in
accordance with this Agreement, and that the Software is compatible with the
operating environment specified in the program specifications

21.2 Licensor warrants that no disabling mechanisms will be incorporated into
the Software.

21.3 Licensor warrants that any services rendered by Licensor will be performed
in accordance with good industry standards by qualified personnel.

21.4 Mt is expressly understood and agreed thal no employee, agent, or other
representative of Licensor has any authority to bind Licensor with regard to any
slatement, representation, warranty or other expression unless said statement,
representation, warranty of other expression is specifically included within the
express terms of the Agreement.

21.5 Notwithstanding the foregoing, Licensee is solely responsible for ensuring
the proper selection, use, management, and supervision of the Software and
audit controls, programs, operating methods and office procedures for
establishing the necessary controls over access to and use of data and for
establishing all proper checkpoints, safeguards, and procedures necessary for
the proper use of the Software, any changes made by Licensee fo alter the
calculations, functions, or performance of the Software, the securily of the data
stored therein and the suitability of the results obtained with the use of the
Software. Licensee agrees that Licensor shall not be liable for any damages
caused by Licensee's failure to fulfill these responsibilities.

21.6 All PowerPlant software is "Year 2000" compliant. The occurrence in or
use by the software of dates on or after January 1, 2000 will not adversely affect
the performance of the software and the software will create, store and generate
output data related to or including millennial dates without errors or omissions.

Licensor's sole obligation and liability with regard to any failure of PowerPlant lo
conform to the foregoing standard shali be to correct such failure(s) in
accordance with the maintenance procedures set forth in paragraph 13.4.

217 Licensor waranties are limited to those set forth in this Agreement,
Licensor MAKES NO OTHER WARRANTIES, EITHER EXPRESS OR IMPLIED,
AS TO ANY MATTERS WHATSOEVER, INCLUDING, WITHOUT LIMITATION,
ITS MERCHANTABILITY, OR ITS FITNESS FOR A PARTICULAR PURPQOSE
OR ANY WARRANTIES ARISING FROM COURSE OF DEALING, USAGE OR
TRADE PRACTICE.

22, REMEDIES

EXCEPT FOR LIABILITY ARISING UNDER PARAGRAPHS 14 AND 15
ABOVE, IN NO EVENT SHALL EITHER PARTY BE LIABLE FOR ANY
INDIRECT, SPECIAL, INCIDENTAL, CONSEQUENTIAL, PUNITIVE OR
EXEMPLARY DAMAGES OF ANY KIND (EVEN IF IT HAS BEEN ADVISED OF
THE POSSIBILITY OF SUCH DAMAGES) OR FOR ANYTHING BEYOND ITS
REASONABLE CONTROL. If for any reason, any of the foregoing limitations of
liabifity are voided or not effective, Licensee agrees that Licensor's liability for
damages in the aggregate, if any, shall not exceed the lesser of (i) the total
amounts paid to Licensor by Licensee for use of the Software under this

Item 2b Exhibit 2
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Agreement, and (i) the average monthly charge paid lo Licensor by Licensee for
use of the Software under this Agreement during the prior three (3) years
multiplied by twelve. Licensee's remedies in this Agreement are exclusive.
Licensee acknowledges and agrees that the fees to be paid to Licensor are
based in substantial part on the above disclaimers of warranties, limitations of
remedies, limitations of liability and exclusions of damages and thal such
disclaimers, limitations and exclusions are unrelated independent allocations of
risks WITHOUT LIMITING THE FOREGOING, THE PARTIES AGREE THAT IF
ANY REMEDY HEREUNDER IS DETERMINED TO HAVE FAILED OF ITS
ESSENTIAL PURPOSE, ALL LIMITATIONS OF LIABILITY AND EXCLUSIONS
OF DAMAGES SET FORTH HEREIN SHALL REMAIN IN EFFECT.

23. RELATED SOFTWARE

The PowerPlani system operates in conjunction wilh the PowerBuilder and the
ORACLE DBMS. PowerBuilder is a product of the Sybase Corporalion. The
ORACLE DBMS is a product of the ORACLE Corporation. Licensee is required
lo obtain and maintain current valid PowerBuilder and ORACLE user licenses for
use by Licensee in conjunction with PowerPlant. Al its option, Licensee may
procure discounted run-time or full use copies of the PowerBuilder andfor
ORACLE software from Licensor in accordance with any existing valid reseller
agreement between Licensor, ORACLE, and Sybase.

24, TERMINATION

This Agreement and License granted hereunder shall become effective on the
Effective Date as set forth in Section 26, and shall continue in effect perpetually
unless terminaled under an express provision of this Agreement.

241 Termination prior to Acceptance shall be governed by Section 18.

24.2 Licensee may ferminate this Agreement after Acceptance upon providing
Licensor thirly (30) days prior written nolice of Licensee's desire to terminate this
Agreement. Termination can be for any reason but only after the payment of alf
fees then due and owing

24.3 Sections 11, 12, 14, 15, 16, and 22 shall survive any fermination of this
Agreement and/or completion of work

25, ENTIRE AGREEMENT

This contract constitutes the entire agreement between Licensor and Licensee
hereto relating o the subject matter herein, and supersedes any prior
agreements. There are no lerms, obligations, covenants, representations,
statements or conditions other than those contained herein. No variations or
modifications of the Contract nor waiver of any of the terms and condilions hereot
shall be deemed valid unless in writing, signed by both partied hereto.

26. EFFECTIVE DATE

The effective date of this Agreement is June 19, 2006.

PowerPlan Consultants, Inc,

By: - )ttt pete A
Name: Mol ¥ Netvwe wavw
Title: FP\*C?-S '\Cm

Date: e \ &\ \ 200 é

Name: Jot¥i B. Brown

Title: VP-Controfler

Date: éﬁ ”/SKZO/ ws
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Amendment #1
To The
PowerPlant System Perpetual License Agreement
Between

PowerPlan Consultants, Inc.
And
Delta Natural Gas Company, Inc.

This Amendment No. 1, dated July 15", 2006, is between PowerPlan Consultants, Inc. (Licensor), and
Delta Natural Gas Company, Inc. (Licensee), and is an amendment of that certain PowerPlant System
Perpetual License Agreement, effective as of June 19", 2006, between Licensor and Licensee.

WHEREAS, Licensor licenses to Licensee a certain proprietary software program known as PowerPlant
(Software); and

WHEREAS, Licensee wishes to add an additional module to this Agreement and Licensor is willing to
agree to such an addition based on the terms set forth below:

NOW, THEREFORE, Licensee and Licensor agree that the Agreement is amended and supplemented as
follows:

1.0 Software Fees

1.1  The standard license fee and terms for the following additional PowerPlant Modules (which
additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

Perpetual | PowerTax $ 36,667 | " 25% of the PowerPlant License Fees following
License the execution of this Amendment;
Fees PowerTax Provision | $ 25,000

* 50% of the PowerPlant License Fees following
Acceptance as per Section 18 of this
Agreement;

= 25% of the PowerPlant License Fees following
the first month of processing in Licensee’s
production environment;

Maint. PowerTax $ 5,500 | Maintenance fees will be due annually in advance
Fees as per the following schedule:
PowerTax Provision $ 3,750 * August 14" 2007 - $ 9,250

August 14", 2008 - $ 9,250
August 14" 2009 - $ 9,250
August 14" 2010 - $ 13,875
» August 14" 2011 - $ 13,875

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants
and conditions of the Agreement shall apply to the additional modules licensed under this
Amendment #1.

Proprietary Information of PowerPlan Consultants, Inc.



2.0 Optional Modules
1.1
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The standard license fee and terms for the following additional PowerPlant Modules (which

additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

Perpetual | Capital Budgeting
License .
Fees PropertyTax
Depr Studies
Maint. Capital Budgeting § 0 | Maintenance fees will be due upon the first
Fees posting of entries in a DNG production system
PropertyTax $ 5,625 and then annually in advance thereafter.
Depr Studies $ 4,500 | Maintenance fees will not escalate until after the
initial maintenance term specified in the
Agreement under section 13.4.

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants
and conditions of the Agreement shall apply to the optional modules licensed under this

Amendment #1.

3.0 Effective Date

The effective date of this Amendment #1 is July 15™, 2006.

The terms, covenants, and conditions of the Agreement, as modified and supplemented herein, shall

remain in full force and effect.

PowerPlan Consultants, Inc.

By: //M / ,%/W oty

Name: [Y)av Ik €, Hedue muann

TM&NT:Vesz&WT/

10/t /2006

Date:

Delta Natural Gas Company, Inc.

By%d%&ww

Name: %n B. Brown

Title: VP-Controller

Date: /() N 3 ”Oé

Proprietary Information of PowerPlan Consultants, Inc.
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Amendment #2
To The
PowerPlant System Perpetual License Agreement
Between

PowerPlan Consultants, Inc.
And
Delta Natural Gas Company, Inc.

This Amendment No. 2, dated March 15", 2007, is between PowerPlan Consultants, Inc. (Licensor), and
Delta Natural Gas Company, Inc. (Licensee), and is an amendment of that certain PowerPlant System
Perpetual License Agreement, effective as of June 19"‘, 2006, between Licensor and Licensee.

WHEREAS, Licensor licenses to Licensee a certain proprietary software program known as PowerPlant
(Software); and

WHEREAS, Licensee wishes to add an additional module to this Agreement and Licensor is willing to
agree to such an addition based on the terms set forth below:

NOW. THEREFORE, Licensee and Licensor agree that the Apreement is amended and supplemented as
follows:

1.0 Software Fees

1.1 The standard license fee and terms for the following additional PowerPlant Modules (which
additional modules are hereby licensed to Licensee in accordance with the terms, covenants and
conditions of the Agreement as amended and supplemented herein) are as follows:

Product  |Fee | Terins
Perpetual License | CR Allocations o0
Fees
Maint. Fees CR Allocations $ 3,750 | Maintenance fees will be due annually in

advance as per the following schedule:
» August 14" 2007 - $ 3,750
= August 14", 2008 - $ 3,750
= August 14" 2009 - § 3,750
= August 14" 2010 - $ 5,625
» August 14" 2011 - $ 5,625

Licensee and Licensor agree that all of the licenses, rights, warranties, and other terms, covenants

and conditions of the Agreement shall apply to the additional modules licensed under this
Amendment #1.

2.0 Effective Date

The effective date of this Amendment #2 is March 15", 2007.

Proprietary Information of PowerPlan Consultants, Inc.
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The terms, covenants, and conditions of the Agreement, as modified and supplemented herein, shall
remain in full force and effect.

PowerPlan Consultants, Inc.

By: %Z% ; é {M Lold Brdd P
Name: M) r /( E/_,/‘#ef!n erna n. vl
Title: l/ red(dea]

Date: \é l((‘ Q\OO 7

Delta I Gas Company, Inc.

Name: John B. Brown

Title:  VP-Controller

Date: 3 — ?O 7

Proprietary Information of PowerPlan Consultants, Inc






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

3. Refer to AG 1-23. For each account listed on the attachment, please describe in
detail what is included in the account, i.e., what is “labor service revenue,” etc.

RESPONSE:

See Attached

Sponsoring Witness:

John B. Brown



1.415.01

1.415.02

1.415.03

1.416.01

1.416.02

1.419

1.421

1.426.02

1.421.01

ltem 3

DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL'S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

Labor Service Revenue

This account includes revenue generated from lighting pilots and repairs
for damages that have occurred by contractors or customers.

Merchandising Revenue
Sale of Inventory items
Sales Tax Commission
Vendor compensation for Sales Tax Return
Labor Service Expense
Payroll hours charged for repairing broken lines and relighting customers
and repairing any company owned property (meters, regulators, etc.)
for which a billing is to be made.
Merchandising Expense
Expense of items for resale
Interest and Dividend Income
interest earned on line of credits and dividend on Key Man policies
Miscellaneous Non Operating Income
Income from analysis of gas samples performed for other companies

Life Insurance Co. Beneficiary

Life insurance on Glenn Jennings (Chairman/President & CEO) and
three board members (Jane Hylton, H D Peet, Roger Byron)

Miscellaneous Non Operating Expense - Payroll

Payroll hours charged for performing analysis of gas samples for other
companies.






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

4, Refer to AG 1-39. Why does Delta believe its bad debt estimate is low for the test
year?

RESPONSE:

As pointed out in Brown Testimony, uncollectible account expense ($484,710 for the test
year) was at the lowest level in three years and $116,913 lower than the preceding year.

Uncollectible account expense for the 12 months ended 5/31/07 has been $529,710.
Budgeted uncollectible account expense for fiscal 2008 is $608,400.

All of these historical measures suggest that the test year level could be low.

The response to the PSC’s second data request Item 17 (a) (1) provided an explanation
for a $100,117 non-recurring reduction in expense during the test year:

Uncollectible account expense was lower during the test year primarily
due to a lowering of the allowance for doubtful accounts. The allowance
for doubtful accounts was $500,142 at 12/31/05 and decreased to
$400,025 at 12/31/06. The balance in the reserve for doubtful accounts is
based on management’s estimate of the level of uncollectible accounts.
During 2006, we implemented a new computer program that has the
capability to better predict future write-offs based on past trends. The new
program showed that our reserve was higher than necessary so we lowered
the reserve accordingly, thus, lowering test year expense. We believe this
is a one-time reduction in expense.

In response to the PSC’s second data request Item 17 (c), we suggested a method of
computing the normal level based on net-write-offs. This calculation yielded a pro forma
level of uncollectible account expense of $576,198, a $92,722 increase in expense over
test year levels, again indicating that the test year expense level may be low.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007
5. Refer to AG 1-42. Explain why Delta does not budget or estimate retirements.

RESPONSE:
Delta’s capital budget process focuses on estimating and prioritizing new capital projects,
securing board of director approval, forecasting cash needs and controlling actual

expenditures against plan. Retirements do not significantly impact any of these
processes.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST

DATED JULY 17, 2007

6. Refer to AG 1-52.

a. Please explain what the “salvage received” is. Is it the amount the
company received for the sale of the item?

b. If Delta “sold” these items for the undepreciated balance, please explain
why this was the selling price, as opposed to a fair value selling price.

c. If Delta “sold” any vehicles for the undepreciated balance, please
reconcile this to the policy provided in response to AG 1-224.

d. If the “salvage received” is not the selling price, please provide the selling
price for each item and explain where the difference between the selling
price and the net book value was charged (and included in the rate case).

e. Identify any of the items that were sold to an affiliate or subsidiary.

f. State whether any such property was sold to any current or former Delta
employee or director, or to anyone related by blood or marriage to any
current or former Delta employee or director. If so, identify: (i) any and all
such property, including a full description; (ii) to whom it was sold,
including the nature of their relationship with the company or its
employees or directors; and (iii) the amount for which it was sold.

RESPONSE:
a. Yes — Salvage Received is the cash received for the sale of the item or the transfer

value if the item is transferred to another account.

b. Items are sold at fair market value. Transfers are done at the undepreciated value.
c. Refer to response b above. No items were sold at the undepreciated value.

d. Salvage received is the selling price.

e. None of the items were sold to an affiliate or subsidiary.

f. See schedule attached for items sold to current and former employees. No items

were sold to relatives or directors.

Sponsoring Wi

John B. Brown

tness:
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

7. Refer to AG 1-62. Several items on the first page of the attachment were
apparently either highlighted or redacted and are now not legible. Please provide
a clean copy of the attachment. If the items were redacted, please provide an
unredacted version under confidential seal.

RESPONSE:

A clean copy of the original attachment is provided.

Sponsoring Witness:

John B. Brown



Dp--4 198US/P00ZDHOM 8l

£002/0¢/L umoig 't

S[BioL BN

ser)y afeioyg - dedwny
UONONASUOD S0} LOYNQUILOD
SION ULLB JO UONBZILOWY
|BNIDOE |iPNE XB) 888G
anuansy paiaun

UB|d 310015 3aA0|dug

S108(Q pEQ 0} BAIBSSY
3WO0oU} BAISUYBIWOT 18I0
ostug OuY

:ozmm__nO jUduIBIBY 1955y
saiiqey Aojenbay

ol

1AV

UBJ BABST |BUDSI3d

:Sj9sSY pausjeq

uonezipowy asusdxa 1980
sasuadx3 asen aley

1507 SEQ) pausjeQ
asuemsuy) predald
UOISUB PBTUIDY

osdu3 uonedsidag xef
Kfomuay of paz

0833008 JBAQ) LONBIIRIEQ XB L
‘SBUNIQRI PauBRQ

a (009°296°L3) (1929521)  (oogssee)  (vwosve) ) jseros) (B0 (1e9'025'v1) (s6c228'28)  (coeesst)  (0E6'E6L°GL) {ese'zay) (55925, V) |lce6 8550
8¢ 000'S0L°2 §8E'S0L'Z {B0Z102'1) 685908 vl 69,2 9/LZEBE SISBEE Y (izveeee) 969°0E9L [y 1269 _ 180255L
- 002101 %GPY'6E 00L'101 00007 0019 - {18 IS zrzeel] | 908452 PEP' L0} 2UY'951 2Lp95t
002 000's2 %Sy BE 002's2 (oog') o0L'92 00492 102821 {0688 (8.8 9v2'19 : 997'L9
. 008'0¢ %S 6E 008'08 . 008°0E 00808 80°28Z1] 11418 18 : HBL

006'L %ShY6E 006'L 006'L - 0 s1zezy] | 0000z 00002 : -
- 000'661 FA A 000664 {000°5) 000'702 00002 60°282Z'L] | L9908 {985°24) £80°218 ? 6Y0'L1S
002 006°€2 %SYYBE 001'y2 00+'2 00412 00212 £0'282°4] | 2v509 5209 215'98 . LIS'YS
00l 00£'81L %Sy BE 004841 (o0s'81) 001’88} 001'get LLZ82°4] {00000 (00008) 000°05¢ 000°05¢
- . %S 6E - (O08'GEE’E)  0OF'SEE'S 008'SEE"t ereszi| |- (98'98°E) 9E1'98E'E - 965'986'C

0048 %ShY'6E 0048 0028 : v1°282'5| |sviee sy1'2z
- 00v'y %SyYEE 0ov'y 009} 008'2 008'2 PIZ82L] | 55041 i JAtE] 1369
. 009'852 %Sy BE 009'552 {o05'52) 001282 001282 W'ERZy| | S20'BKS {00429 §21'GHL 521'81L
. 00£'824 %Srv6E 00L'824 {oo1'st) 008'evt 008'erl 20'82°1] | ooz'9ze {oorge) 009'75E 009'+9¢
18] 008'H09't %000°001 68L'109'4 008'124 686'6L'1 yH0'tL 5y8'80¢'L S0°28Z'1| | B8L'109 008'121 686'6LF'1 012 SyB'R0F'1
{ooy) 00266+ %Sy 6E 001661 000°02 00161 00L'BL 90282} | | §96'¥0S SEL05 08Z'¥5y 0EZ'tSH
{oor) {008'2/9'02) (o0'eso’0z)  {ooo'sso'z)  (O0'B09'8I) | JBLLISH (e {Lov'esy8L) igsicis) (prziste) (029v2rER) (16E7655) (0565080 (€S9 1L18Y)
{00y} {008z %Srh6E (ooy'08L) [ (oop'ee8) @Ezane) {Boe've)  (o02'ees) o1zezy| |(eee'sie’t) 688'804 21718072} {vea'zss) 100E7 (582'155'1)
. {008'65) %Srp6E (008'85) (008'85) - - - ezl eegisy) {6e9'151) . . g
- (000"109) 9GP 6E (000'109) 006'160'F  {006'269't) - (005'269'1} sozez] jlieeezs'y) £61'892°C r28'162's) . (vz8'182')
- 001022 %Sty 6E (001'022) (003022} - . : 51'282'1] |{E01'BSS) {£01'856) : - .
009} (000°29€"4) %Sty6E oov'seg’t)  {ooLsr) (002'98€"H) . (002'9EE"1) 20z8z| [losasore) (Ls9'22) (BE0'E6E°E) - (6E0'E6°E)
. {oos'y) %SPY'6E {008't) {005’y - - lozees| |86y (86%°11) . .
oL (008'280'2) %598 (000'880°2)  (000'S2H) {000'e98°t) 133 . Weseil |lseesyese)  (esgseE)  (218°0S0°9E) (z1g'050'98) -
el {000'285'S1) %000'4€ {o0s'ess'st)  (ogioLet  {ooo'esL et} £5¥'PS PS5IE (200" 148'51) wzsz L] jleszipsse)  (9pSEEL'e)  BEL109°LE) (£98) £28'287'1 (S00'699'8E)
UoHEINOED  PO/OLH ® BOUBIES 3leY AI0INEIS Y0/0E/9 sway buwiy €00z ‘0€ Bunp SISABUY  SUORJBLOD  SIBOEDMIOM B4 # JUN0JIY ¥0/0E/8 Swa)| £0/089 SISARUY [BIDDY  SUONIBLIOD sadediop Jod
101} 4008 Xej pausRQ © 90UBRg  Y0DZUOSOXB)  © SouBleg [erusy £0/0E0 B 3uBER YD o spemunjauey  Bunuil #00z  © SpierojAie) 0J-LnaY 0} £0/0€/9 © spiemojhire]
EREN:T ] paBINDED XBj pauapQ pausjag xB] pausieq 0 -uniaL XB] pausfpeQ % Sa%UBIBHNG 2 S3%UBBYIG snQ seouBsIQ » Sa2usaid

[VEIT Aesodwe y Aesodwa| Aesodws } salgjnwng
sasuaisiig anjgnwny aAEIRWND
%wm WMM% SJUNO22Y X PaJliajag pue spiemiojAiie) pue sasualayiq Alesodwa| aane|nwWng JO piemIo||oy

L w8y

‘ou| 09 seg |eanjeN e}aq



Ot~ 199US/G00ZDHOM 3l

L00e/0g/L umoig °f

1payspeaids uonenoed xel 0.1 3NONOO3E

(00E'€9E'2) (189'6£0'9) 2j25 xe} sod $30uBlayp Aeodura) elo
{506°202) (r85'595°¢} S} 8INPAYIS LON Sway
{ooe'ers02) (00e'era02)  (S0Z'1262)  (860°2L0°81) {966'69) (889'vE) (119°296'21) (602'280'86) (692'509'6) (+v6'181'88) (Geogiz) (r29'988) Tmmm.Rm.gV

. 00L'7¥9'C 00,7492 (502°2L8) §06'910'C 91L'te 008482 68£'0L'C 1CB'BSP'Y (512489} 9eS'LP1'S 65581 20v'0eL _ S/G'86E'Y

006'1E1 %Sy 6E 006'1EL 00208 004101 - - 00L'101 FA:7 A 18P'VEE 8259 906'262 906'£52

. 000't2 %Sy 6E 000’42 {ooo')) 00062 ooe- 00e'se ivrd: 1 51809 (685'2) 0££'€9 . 0L£'€9

- - %SPP6E N . N 008°0¢- 00808 802824 - . - (133°82) 198:74

' “ %SP'6E - {00s'2) 006'L 008'2 812824 . {000°02) 00002 . 00002

- - %Sry6e - (000°661) 00066+ 000661 602824 |- (£9¢'705) L9505 - . 18v'v08

- N %SrteE - (006°€2) 006'ce 0oe- 00t'y2 £028¢2° . (295'09) 2r5'08 . 2¥5°09

N ooe'zes %SreE 00€'224 006'¢ 00¥'884 00¥'8LL 117282} | 000'01E 000701 000008 000°00¢

. - %Sy'6E - - - 0 A A - - . -

00E'e %8Py 6E 00€°EL 000'8 008's (00v'e) 0048 p1'282's] | GOBEE 122’02 885°CH (£55'8) %4

. 0049 %SYY6E 001'9 008"t 008’y 0ot 00ty PL2824| | 28Y'SH 85E'C 6ei'el $804 G504

002'622 %Gyy'6E 002'622 (0ov'9e) 009'65¢ 009'852 L0'E8Z 521185 {008'99) S20'8Y9 S20'8¥9
00LELL %Sy'6e 004°288 {000'sH) 002821 002'821 FORY: A 002882 (000'88) 00z'9ee 00z'see

‘ 00v'29v'} %000°001 00v'29v’| {505'99t) S08'829'1 911'22 £82'109't S028T [eelarati ] (506'991) S06'829'L 9iy'z2 68L'109't

. 00g'see %Spy6E 00E'SEE 008'9L 005'81E 005'81€ 296'6Y8 £ESeY 62v'L08 627°208

- 005802 %SPYEE 005'802 00e'L 002'661 001 001'66% 90'282'}| | CrEELS 11888 S96'¥08 S96'%05

- (000'882'€2) {ooo'8ez'ez)  (oo0'e612) (00D'680'H2) (Z1£°e6) (889'ze¢)  {0oD'E29°0T) (080195201} (0S5'216'8) (08y'629'¢6) (vp5'9c2) {ozo'218't) (0.8°522°16)

(o05°282) %SYYEE (o0sz€2) 006'2y {oov'o8z) - g {00v°08.) o01°282'4] |(GegBa8’t) £89'80} (e2e8L6'1) (eze'el6'H)

- (oo'98) %Sy Ee {004°98) (00£°92) (008'68) - {008'68) L1z8et| |eezeie) (659'99) (6£9'151) - (6£9'154)

- {003°910') %SPPeE (001'++01) (oot'Epy) {000'109) - (000°109) 80'282t| {(298'9%9°2) (9gz'ezi't) (169°'€28'1) - (1e9°€25°H)

. {ooe's£2) %SPYEE {ooe'1£e) IR (00z'02z) : (o0} (001'02e) 51282t} Hipe'oss) (8ez'9z) (€01'858) - {€01'855)

{oor'ees’h) %Syy6e ool'zeg't)  {ooszse) {009'659°1) (1gz8)  (889°1) (00y'see’t) 20'z8z1] [{0e9'vrey) {opy'p16) {081°00L°E) (v6v've2) (969'597°¢}
(005°2) %S¥y6E (o052 0062 {oov's) (008) (004 (005'7) ozees| |(6ve'9) 6EE'L (885°€1) (060°2) (86%°11)
(00£'11£'2) %Sy'S (00e'11£2) oor'sLs) (006°1£1'2) (006'eY) (000°880'2} 1028eL] {(useBrbey) (6L1'$62'€) (802°»S}'6E) {£15'808) (S69'Sp€'8E)

- (001'Ep0'21) %000'FE (oorer0'zl)  (00¥'212'Y)  (002'068'SY) (005'022)  (008'€55'SH) 102821 {(229'921'08) ($28'9L5°€) (B6L'6v5'9F) {£15'808) (582'1pL'SP)
UONBINOIED  GO/OE/0 ©® edUuBjeg aley AICIMBIS ) sway by $00z ‘0g aunp sishleuy  sassepay  siededomuad  # WNoooy S0/ Sway YO/0ER SISAIBUY {BNI20Y  S2SSEIsY siadediiop Jod
wos 4008 Xey pausfeq © S0uEleg  GO0ZUOSAXE) @ 9ouBjEg {eruosy +O0EQ © soueeg 9 & spiesuojue)  Busyi G007 & SpUEMUOALED oL 0} YO/OES © SPIEMOALED
ERIEIENT] pajENIED Xe] payspg paugjeg  Xe) paulpqQ of-wniay Xe} paujeq R SBOUBIBYIG 3 S30UBBYQ an( Sa0uUBIBYIa B S0UABHIQ

oy8ng Aesodwa ). Aesodwie ) Areiodwia | aaenuing
S30UBIBHIN SAIBINWAD SABIWNG

S00Z '0¢ aunp
g0 8beg
L way

SIEI0L 19N

segy ebes0ls - deawn

UDHINASUOD) 10} LDHNGUIUOD

SION UL JO UOREZIHOWY

[EFUODE IPNE XB) S3{eS

anuansy paiiaun

uBld %2018 asA0|dw3

103 Peg J0j snIaSAY

B0} BAISUBYBIAWIOD JBLID

oidug OBy

uoneByao wawansy 18ssy

sayqey Aoieinbey

jait]

v

|BAOWSY O IS0

UB}d 9ABST [ELIOSIEG
:sjassy pause(

uoneziowy asusdx3 1G8Q

SosUsdxg 858D 218y

1500 585 pauaisQ

aduBINsu; predad

UOISUd Panooy

oiduz uoneisaidag) xe )

Ayonuay| o) pa

P34-400g JAAQ uoiBaIdag X8y
1SBINIqEN pausieq

SJUNO20Y XB | paJtlajaq pue spiemiojhilie) pue sasualayiq Atedodwa] aAaRe|nwND J0 piemioyjjoy
‘ouf ‘09 seo |eanjepN ejjeqg



Op-44 1884S/9002040M 8)id 1002/02/L umoig P

(00r'yese)  099'16E°Y)  {pEvEesie) - (588'509°¢) ojed xe) sod saoudsayp Areodwsay BIo L
009'EPL’} (005008 001422 : {EevL'Lo1'y) S BINEBYIS LON Sway 128uspRaIdS UoNEN|E) xel OL FMONOD3Y
- (005'08¢"12) {boc'osetz)  {99vzes ) (vep'esy'sl) | | 999 . {oo0'est'sy) (oeroos's01)  (829'S.2)  (B0B°LOL'86) (g6g12) £69'9 _aom,zo.wa SIEI0L 18N
008'E8IE D0B'EB)'E 0I€E0} 06y°080°E 06998 - 008EH0E 1€2'82L9 SIZSH0| 91.°265'Y S68'2L _ 12865
- 00v'¢6 %209'85 00+'26 {00898} 002'62} E : o0z'6z! 21'28z1] | B9E'BEL {€11°56) 18y HEE 189 PEE seg ebeinis - devwn
- 0046} %660'88 00L'64 (0ov'e) 001'€2 0 001'€2 L02824] | 80L°18 1204'6) 518'09 . 51809 UDIDNASU JOj UOINQHILIOD
. . %096'LE - - - 0 0 802821 |- - - - :
. : %096°L8 - . - 0 9128z |- . . . .
%096'LE - . . 0 s0z8zl| |- - - : . -
. - %096'L€ - - . 0 0 202821 |- . - - .
- 008002 %029'8¢ 008002 00118 00L'BLE 002641 11°28zs| | 000028 000'042 000°01E - 000°01E $igeQ peg 40} INASAY
- 000"y %096°LE 00029 OM'ET 0852 065'€2 0 £0e8eL| | iscee 956'€9 S6L'65 S6L'65 uBlg uawRNay [Busweiddng
. 006'91 %096'LE 006'91 006 000} - 000°E1 $12826] | vEpYY 529'01 6088 608'EE oidu3z oWy
- 000'25S %096'LE 000'245 000°21LS - 0 2SL'BYE') ZSLBYE'S - . OHlY [BUOHIPUOD
- 0022 %0964 0022 00} 0065 0 006 vi'gezs| | 298'1 08£'€ 18'S) 18751 uoneBlqQ wswaudY 1assy
- 009449 %L00°8E 009'7¥9 (ov'yy) 004'859 002859 J0'EBZH| | 000'9BY' (s2r'se) SeYIEL L 521°185 safyaey Aoienbay
. 0006 %690°8¢ 004'56 {005'¥1) 006'601 00660 20'6821| | 009052 (003°28) 002'882 002882 o1l
. D09'E00'} %000°00+ 009'800'} (008" 1Ly} 005'SL¥'} ooL'el 00¥'29%'} S0'282°L| | 009'€00't (008° 1) 008'5L4'1 00L'EL 007'29%" LWY
- 009'vEE %p10°8E 009'vEE 00411 006'228 0 006°22¢ £02'088 14208 296'6v8 . 296'6%8 [eAowaY JO 1500
. 009'602 %h0'8E 009602 0090} 000'66} 0 00066+ 90'282'1| | B¥0SS 90¥'22 2525 2HS'ETS UB|} BABS] JRUOSIId
:5855Y paLajeq
- {oevese) oevasre  BIveeew (reawesed) | {Geoed) - {o08'9e5°22] {oevev i) leve'eele)  (peGeegeol) (t81°%86) €659 {oe0z¢5°201)
: {oozsorn) %800°8E {oozeor's)  (o09'BsE) [GRI) - - [GRN] o+'z8zL| {(608'61672) {ecc0s01) (909698 {5e9°698'1) uojeziuousy esusdx3 1090
{009'58) %BLEBE (009's5) 002'82 (008'e8) - {o08'€8) 28zt {ee0'srd) 002EL (862'812) - (862'812) sesuadx3 aseD Aley
- (009'502) %029°'8E (009'502) 009'91E (ooz'z20') . 002220} 602824} |(L20°228'Y) 08618 (198'9v9'2) - {£98'9v9'2) 1500) SBY) PaLsjag
. (001°9€2) %029°8¢ (001'9¢2) (0oL'8) (00y'922) . E (oot'922) SLeszt] |(8oy'Hio) (e90'52) (19£'985) : {1v£'985) soueINsul piedalq
- (co0'v30°2) %820'88 (o00'v90'2)  lo02262) (008'392'y) - . (008'992'1) 20282} |(veszy's) (v68'282) (0e9'v¥'t) (0E9'719't) uoIsuad ParIIdY
- {005728) %000'%E (005°28) (9Lt'02) {v20°2e) (r20'ze) - ' yoeszi] {(r1SvsH) (£2E'09) (z81'+6) {281'%6) punjay 11 AM
- (005'L2p) %096°L8 {00g'z2v) {oos°22v) - - o1192e') or1gzs't) - 1assy Bay OHY 1BUCHIPUOD
. {ooe'28) %096°28 {ooe'28) (00L'v8) {009°2) (009'2) (858'622) (¥91'cee) (¥69°9) (¥69'9) 1P Xe1M008 OHY Blisq
(008't) %6812 (008"t 005 0ov'e) - - (oov'2) 102825 |(601'S) ovi'l (6v2°9) (6v2'9) oxdu3 uoneiaidag xeL
- loov'eze’s) %096°E {oov'ees's)  looszen {002'089'}) 008 (000'189')) weszt) RISy BIBEeE) By ey £69'9 (288°8¥'2%) fofoniuay O Pa3
{002°000°84) 9%000'7E (0os'000'81)  (006'636) (008040 L) 00e'e (oov'ev0'Ly) iozsz |Brzerees)  (02e'ee8's)  (826'641'0S) 699 (229°921'08) pa2-400g 18AQ) voleaIdaq xey
1S3IQen paLeeQ
UONBNDIEY  90/0€/9 B aoueleg aied AOINBIS 90/08/0 sway bulwg  S002 ‘0E sunp sishieuy H dechlop 184 # UNOODY a0/08/9 swsj| S0/0eR SISABUY {BRUDDY  $8SSBIaY sladedliop J8d
iy $4008 Xej pausjsQ © SDUBRG  QOOZUOSBXRL @ BJuRiEg jenuany SO/OEA © BoUeRg YD ® spiesiojAue)  Bulun] 5002 © SpieMIcALe) of-nay ol SO/0ER & Spiemojlue)
aouBIBYIQ paleNIERD xej pauafeq poupa Xej pausjeq o)-wnigy Xe| pauajsQ 7 S80UIIN0 B SaouABYIQ anQ sasuaiBIC 7 S30UBIIA
0j8ng hiesodws }. Aeiodwa | ARIOOWS | BANBINWNG
seousiq BnBIMLNG ABAWLNGY
900z 0F 8unr SJUNODOY Xe| pallajeq pue spiemiojhiie) pue sadualaylg A1esodwa | dAEINWNYD 4O piemM.O)||0Y

g Jo ¢ abeg . ‘.
L wey ouj “*o0) seo) jeanjeN e}jag






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

8. Refer to AG 1-68 and 1-80. Explain how Delta Natural Gas ratepayers were
compensated for the NOLs generated by Delta Natural Gas.

RESPONSE:

The NOLs generated by Delta Natural Gas discussed in AG 1-68 and 1-80 primarily
resulted from the company benefiting from bonus accelerated depreciation (tax basis)
allowed during those years. The higher tax depreciation amounts increased the deferred
tax balance which has in turn reduced rate base in this filing. This reduction in rate base
lowers the required return in the case, lowering rates and thus compensating and
benefiting the rate payers.

In addition, the extent to which Delta has benefited from lower cash paid for income
taxes through the end of the test year has reduced the amount borrowed on the

Company’s line of credit. This reduction results in lower pro forma interest expense,
again lowering rates.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

9. Refer to AG 1-95. Nothing responsive to this question was included in the
response to PSC 2-50. Please confirm that no such information was provided to
Mr. Seelye and/or The Prime Group, LLC, or in the alternative, provide the
information as requested.

RESPONSE:

The answer to AG 1-95 was fully responsive to the question asked. All of the
information used to conduct the study was either provided in response to PSC 2-50 or in
the report included as part of Mr. Seelye’s testimony.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

10. Refer to AG 1-118. The attachment only shows one set of numbers with no
explanation as opposed to the requested comparison. Please provide the requested
comparison.

RESPONSE:

See attached.

Sponsoring Witness:

Matthew D. Wesolosky



Delta Natural Gas Company, Inc.
Case 2007-00089

Cost of Removal

AG2-10

The previous response to AG1-118 showed the cost of removal and salvage amounts for tax purposes on a calendar year
basis. This revision is prepared on a fiscal year basis to be consistent with our tax return.

Prior to the issuance of FERC Order 631, salvage and cost of removal provided for in the depreciation rates were embedded
in depreciation expense. Delta began segregating these amount in November 2004. Therefore, the first full fiscal year of
information in the level of detail requested is for fiscal 2006.

The amount of cost of removal/salvage recognized on the tax return is limited to the removal costs incurred or salvage
proceeds received. For book purposes Delta recognizes the amounts as provided through the depreciation rates, set in case
2004-00067

The deferred taxes which arise from the cumulative book/tax difference on cost of removal are separately stated on Delta's
books in account 28218. Prior to November 2004 these amounts were embedded in account 28201,

The deferred taxes which arise from the cumulative book/tax difference on salvage are embedded in the deferred tax balance
for depreciation 28201 and cannot be easily segregated. Therefore the deferred tax balance below is an estimate based on
the same rate used for the cost of removal.

Accounts 28218 and 28201 have been included in the net accumulated deferred income tax totals of $21,216,188 on line 13
of PSC 2, ltem 6d(2); Schedule 6 as a deduction to rate base.

2002 2003 2004 2005 2006
Salvage
Beginning Cumulative Schedule M 3,059,403
Salvage Received (141,084) (191,786) (118,506) (118,117) (160,821)
Accrued through Depreciation rates 214,583
Current year temporary difference 53,762
Ending Cumulative Schedule M’ 3,113,165
Effective Tax Rate 38.01%
Deferred Taxes (included in a/c 28201) 1,183,314
Cost of Removal
Beginning Cumulative Schedule M? (849,962)
Removal costs incurred 34,790 18,779 32,996 12,678 74,953
Accrued through depreciation rates _ (105,193)
Current year temporary difference (30,240)
Ending Cumulative Schedule M? (880,202)
Effective Tax Rate 38.01%
Deferred Taxes (a/c 28218) (334,600)

! Salvage accounted for in accounts 108.83, 90, 91, 92, 94, 96, 97, 98, 993
2 Cost of removal accounted for in accounts 108.69, 78, 79, 80, 82, 85






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

11.  Refer to AG 1-121. The response to PSC 2-50 did not include Appendix B in
Excel with all formulae intact. Please provide the Excel version as requested.

RESPONSE:

The information requested is included in the attached CD.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

12.  Refer to AG 1-122. Appendix B provides only the total proposed rate. Please
provide the split as requested.

RESPONSE:

Mr. Seelye has not prepared the requested analysis.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

13.  Refer to Appendix B of Mr. Seelye’s depreciation study.

a. Does the Depreciation Book Reserve used to calculate the depreciation
rates include the reserve for cost of removal? Explain why or why not.
b. On a plant account by plant account basis, reconcile the reserves in

Appendix B to the $62,107,377 in reserves shown in the response to AG
1-117 and the revised Schedule 6 provided in response to AG 1-2 and PSC
2-6 (361,275,499 + $831,878).

RESPONSE:
a. The depreciation reserve does not include a reserve for the cost of removal.
b. See schedule attached.

Sponsoring Witness:

William Steven Seelye



Delta Natural Gas Company, Inc

Attorney General's Data Request
Case No. 2007-00089

ITEM 13

AG 1-117
Depreciation AG 1-2 Difference
Study PSC 2-6 Cost of ARO Amortize
Appendix B Depreciation Removal Accum  Acquisition
Account Reserve Reserve Depr Depr Adjustmts
305 -
325 52,270 52,270
327 24,418 24,418
331 7,795 7,795
332 1,233,752 1,233,752
333 660,875 651,375 9,500
334 69,617 69,617
351 60,887 60,887
352 108,431 108,431
352.01 351,216 351,216
365.02 811,788 811,788
352.03 129,102 129,102
353 1,752,198 1,752,198
354 950,982 950,982
355 83,320 83,320
356 127,301 114,902 12,399
357 40,686 40,686
365.02 163,626 163,626
356 74,233 74,233
367 13,441,417 13,441,417
368 1,059,244 1,056,360 2,884
369 673,139 739,202 (70,609) 4,546
371 453,352 453,352 -
375 63,842 63,842 -
376 21,674,010 21,674,010 -
378 312,214 307,833 4,381
379 176,408 196,578 (20,170)
380 2,272,997 2,628,901 (355,904)
381 3,050,384 3,050,384 -
382 852,245 1,196,286 (344,041)
383 1,175,677 1,175,677 -
385 454,866 500,401 (45,535)
390 1,541,971 1,541,971
3N 94,318 94,318
392 1,920,928 1,920,928
393 26,487 26,487
394 205,031 205,031
394.01 258,732 258,732
395 131,452 131,452
396 1,603,045 1,603,045

Page 10of2



Delta Natural Gas Company, inc

Attorney General's Data Request
Case No. 2007-00089

ITEM 13
AG 1-117
Depreciation AG1-2 Difference

Study PSC 2-6 Cost of ARO Amortize

Appendix B Depreciation Removal  Accum  Acquisition

Account Reserve Reserve Depr Depr Adjustmts
397 230,944 230,944
398 46,607 46,607
399.01 591,515 591,515
399.02 1,728,173 1,728,173
399.03 622,816 622,816
399.031 154,077 154,077

115 (545,904) 545,904

115.01 332,345 (332,345)

61,518,388 62,107,378 (831,878) 29,329 213,559

Page 2 of 2






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

14.  Refer to AG 1-123. Theoretical reserves do not appear in the response to PSC 2-
50. Please provide the requested information.

RESPONSE:

Mr. Seelye has not prepared the requested analysis.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

15. Refer to AG 1-124. The response indicates that depreciation reserve is
maintained by account. In view of this response, please explain why the reserve
information by account was not provided in response to AG 1-117. Also, please
provide the information requested in AG 1-117 for the past 5 years.

RESPONSE:

The Company does maintain book reserve by plant account as answered for AG 1-124
but roll forward schedules for reserve by plant account as requested for AG-117 are not
available.

Attached is roll forward of Depreciation Reserve as prepared for the test year and
previous four years.

Sponsoring Witness:

John B. Brown



Delta Natural Gas Company
Year Ended 12/31/06

Delta Natural Gas
A/C 1.184.03 - JE 92
A/C 1.184.08 - JE 92
Depreciation Expense
Salvage
Cost of Removal
Transfers to COR Depr
Transfers to Salvage Depr
Total A/C 1.108.01 Depr Plant

Salvage Depreciation
A/C 1.108.83

A/C 1.108.890

A/C 1.108.91

A/C 1.108.92

A/C 1.108.94

A/C 1.108.96

A/C 1.108.97

A/C 1.108.98

A/C 1.108.993

AI/C 1.108.9931

Total A/C 1.108 Salvage Depr

A/C 1.108 to Balance Sheet Assets
A/C 1.115 Amort Acq Tranex
A/C 1.115.01 Amort Acg Mt. Olivet

Total Delta Prov for Depreciation

ITEM 15
DELTA DEPRECIATION RESERVE
Balance Salvage Cost of Balance
12/31/2005 Additions Retirement Value Removal 12/31/2006
242,400
38,400
4,245,384
196,938
121,306
(107,509) (121,3086)
221,221 (196,938)
61,816,920 4,639,806 1,782,028 4] 0 64,674,788
(55,832) (5,935) (61,767)
(981,783) (72,180) 2,500 (1,051,473)
(25,534) (51) 150 (25,435)
(931,864) (105,825) 174,046 (863,643)
(25,805) (1,135) (26,940)
(1,086,820) (25,629) 11,780 (1,100,669)
(15,158) (1,232) (16,390)
(4,553) (53) (4,608)
(34,098) (6,510) 8,462 (32,146)
(2,661) (2,661)
(3,161,447) (221,221) 0 196,938 0 (3,185,730)
58,655,473 4,418,675 1,782,028 196,938 - 61,489,058
(487,104) (58,800) (545,904)
285,545 46,800 332,345
58,453,914 4,406,675 1,782,028 196,938 - 61,275,499

Cost of Removal Depreciation (Not included in 1.108 Assets Total Above - included in Reg Liabilities on Balance Sheet)

A/C 1.108.69
A/C 1.108.78
A/C 1.108.79
A/C 1.108.80
A/C 1.108.82
A/C 1.108.85
Total 1.108 Cost of Removal Depr

63,336 7,273 70,609
(8,112) 3,731 (4,381)
18,901 1,269 20,170

388,677 51,884 84,656 355,905

340,286 40,037 36,282 344,041
42,587 3,315 368 45,534

845,675 107,509 . - 121,306 831,878

Page 1 of 1



Delta Natural Gas Company
Year Ended 12/31/05

Delta Natural Gas
A/C 1.184.03 - JE 92
A/C 1.184.08 - JE 92
Depreciation Expense
Salvage
Cost of Removal
Transfers {o COR Depr
Transfers to Salvage Depr
Total A/C 1.108.01 Depr Plant
Salvage Depreciation
A/C 1.108.83
A/C 1.108.90
A/C 1.108.91
A/C 1.108.92
AIC 1.108.94
A/C 1.108 96
AIC 1.108.97

A/C 1.108.98
A/C 1.108.993
Total A/C 1.108 Salvage Depr

A/C 1.108.69

A/C 1.108.78

A/C 1.108.79

A/C 1.108.80

A/C 1.108.82

A/C 1.108.85
Total 1.108 Cost of Removal Depr
A/C 1.108 {o Balance Sheet Assets

A/C 1115 Amort Acg Tranex

A/C 1.115.01 Amort Acq Mt. Olivet

ITEM 15
DELTA DEPRECIATION RESERVE
Balance Beg Bal Salvage Cost of Balance
12/31/2004 Additions  Relirement Transfers Value Removal 12/31/2005
225,000
37,200
3,997,036
85,530
74,513
(103,301) (74,513)
209,293 (85,408)
58,428,370 4,365,228 976,800 - 122 - 61,816,920
(50,792) (5,691) 851 (55,832)
(909,779) (72,004) (981,783)
(25,499) (335) 300 (25,534)
(915,817) (97,760) 81,713 (931,864)
(25,024) (781) (25,805)
(1,062,860) (24,734) 774 (1,086,820)
(15,930) (1,198) 1,970 (15,158)
(4,501) (52) (4,553)
(27,360) (6,738) (34,098)
(3,037,562) (209,293) ~ - 85,408 - (3,161,447)
Cost of Removal Depreciation (Not included in 1.108 Assets Total Below - included in Reg Liabilities on Balance Sheet)
56,814 6,522 63,336
30,719 3,692 42,523 (8,112)
17,640 1,261 18,901
361,431 49,639 22,393 388,677
310,921 38,962 9,597 340,286
39,362 3,225 42,587
816,887 103,301 - - - 74,513 845,675
55,390,808 4,155,935 976,800 - 85,530 - 58,655,473
(428,304) (58,800) (487,104)
238,745 46,800 285 545
55,201,249 4,143,935 976,800 - 85,530 - 58,453,914

Total Delta Prov for Depreciation

Page 1 of 1



Delta Natural Gas Company ITEM 15
Year Ended 12/31/04

DEPRECIATION RESERVE

Balance Salvage Cost of Balance
12/31/2003 Additions Retirement Transfers Value Removal 12/31/2004
Delta Natural Gas
A/C 1.184.03 - JEO2 392,200
A/C 1.184.08 - JES2 145,400
Depreciation Expense 4,358,059
Salvage 83,666
Cost of Removal 42,353
Total All A/C 1.108 Depr Plant 53,115,180 4,895,659 1,844,457 83,666 42,353 56,207,695
Less Cost of Removal Depr (Not included in 1.108 Total Below - included in Reg Liabilities on Balance Sheet)
AIC 1.108.69 56,814 56,814
A/C 1.108.78 30,719 30,719
A/C 1.108.79 17,640 17,640
A/C 1.108.80 366,525 5,094 361,431
A/C 1.108.82 313,104 2,183 310,921
A/C 1.108.85 39,362 39,362
Total 1.108 Cost of Removal Depr - 824,164 - - 7,277 816,887
A/C 1.108 to Balance Sheet Assets 53,115,180 4,071,495 1,844,457 83,666 35,076 55,380,808
A/C 1.115 Amort Acq Tranex (369,504) (58,800) (428,304)
AJC 1.115.01 Amort Acg Mt Olivet 191,945 46,800 238,745
TOTAL 52,937,621 4,059,495 1844457 - 83,666 35,076 55,201,249

Page 1 of 1



Delta Natural Gas Company
Year Ended 12/31/03

DEPRECIATION RESERVE

ITEM 15

Delta Natural Gas
A/C 1.184.03 JE92
A/C 1.184.08 JE92
Depreciation Expense
Delta A/C 1.108.01

A/C 1.115 Amort Acq Tranex

A/C 1.115.01 Amort Acqg ML. Olivet

TOTAL

Balance Salvage Cost of Balance
12/31/2002 Additions Retirement Value Removal 12/31/2003
378,000
179,400
4,197,542
49,333,263 4,754,942 1,137,784 184,776 20,017 53,115,180
(310,704) (58,800) (369,504)
145,145 46,800 191,945
49,167,704 4,742,942 1,137,784 184,776 20,017 52,937,621




Delta Natural Gas Company

Year Ended 12/31/02

Delta Natural Gas
A/C 1.184.03
A/C 1.184.08
Depreciation Expense
Total Delta A/C 1.108.01

AIC 1.115 Amort Acq Tranex

A/C 1.115.01 Amort Acq Mt. Olivet

TOTAL

DEPRECIATION RESERVE

ITEM 15

Balance Salvage Cost of Balance
12/31/2001 Additions Retirement Value Removal 12/31/2002
333,000
126,000
4,066,831
46,244,363 4,525,831 1,595,350 175,646 17,227 49,333,263
(251,904) (58,800) (310,704)
98,345 46,800 145,145
46,090,804 4,513,831 1,595,350 175,646 17,227 49,167,704







DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

16.  Refer to AG 1-133 and 1-134. Is inflation implicitly included in the proposed
(existing) net salvage estimates? Explain why or why not. If it is, respond to the
questions.

RESPONSE:

Future inflation was not included in the analysis.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

17.  Refer to AG 1-154. The requested information was not included in the response
to PSC 2-50. Please provide the requested information.

RESPONSE:

All of the information used to conduct the study was either provided in response to PSC
2-50 or in the report included as part of Mr. Seelye’s testimony.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

18. Refer to AG 1-161. Provide the requested information for Account 357.

RESPONSE:

The estimate was based on a comparison with another utility.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

19.  Refer to AG 1-162 and 1-163. Provide all notes, correspondence, etc regarding
the referenced “discussions with the company.” Also, provide the names and
positions of the individuals involved in the discussions.

RESPONSE:

All of the information used to conduct the study was either provided in response to PSC
2-50 or in the report included as part of Mr. Seelye’s testimony.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

20.  Refer to AG 1-172. The requested information was not provided in response to
PSC 2-50. Please provide the requested Excel file.

RESPONSE:

All models and spreadsheets used by Mr. Seelye were provided either in the report
included as part of Mr. Seelye’s testimony or in the response to PSC 2-50.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

21. Refer to AG 1-189 and 1-190. The attachment to AG 1-189 did not include a
plant account-by-plant account calculation of cost of removal that is not an asset
retirement obligation, and it does not appear to have been provided elsewhere.
Please provide the calculation as requested in 1-189 and 1-190.

RESPONSE:

See response to AG 1-117 and AG 2-22

Sponsoring Witness:

John B. Brown



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

22.  Please provide the calculation of the cost of removal reserve as of December 31,
2006 on a plant account-by-plant account basis. According to the response to AG
1-117 this amount should be $831,878.

RESPONSE:

See attached schedule.

Sponsoring Witness:

John B. Brown
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

23.  Refer to AG 1-195, part f. Are Mr. Seelyle’s net salvage estimates “future net
salvage” estimates? Explain why or why not. Also, explain fully why Delta does
not consider its accruals for cost of removal to be an estimated future cost.

RESPONSE:

The net salvage estimates were based on an examination of historical costs, not future

costs.

Sponsoring Witness:

William Steven Seelye






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

24. Refer to AG 1-206. The response states that Delta has no incentive
compensation/bonus plans, however, the response to AG 1-30 clearly shows
bonus accruals. What type of bonus is being accrued, and how is it reflected in
the rate case?

RESPONSE:

The bonus is paid at the discretion of the board of directors. There are no incentive
compensation/bonus plans. The bonus paid during the test year was charged 100% to the
subsidiaries and so is excluded from the case.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

25. Refer to AG 1-218. What caused the large increase in Workers Compensation
Premiums in 20077

RESPONSE:

The rate for Code 7502 increased to $2.62 per $100 of payroll in 2007 as compared to
$2.32 per $100 of payroll in 2006 and Delta’s experience modification for 2007 increased
to .96 as compared to .83 in 2006

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

26.  Refer to AG 1-242. The threshold referenced in the original data request was
incorrect. Please list by customer and amount and by year for the period 2003
through 2007 any uncollectible accounts which have been written off and which

exceeded $10,000.
RESPONSE:
Customer Amount Year
Perry Gas Company $12,901.49 2004

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

27.  Refer to AG 1-246. Explain why Delta does not have a copy of the annual reports
for EEI or AGA.

RESPONSE:

Delta is not a member of EEI. AGA does not provide an annual report.

Sponsoring Witness:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007 ’

28. Refer to AG 1-255. Please reconcile the amounts shown for Workers
Compensation with those shown in response to AG 1-218.

REPONSE:

Insurance coverage runs from March to March and the amounts reflected in AG 1-218
were the actual premiums paid for the 2004-2005, 2005-2006, 2006-2007 and 2007-2008
insurance years. The amounts reflected in AG 1-255 are the actual expenses reflected on
the general ledger for the 2005 and 2006 calendar years.

Sponsoring Witness:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

29. Refer to PSC 2-6b. (1), Schedule 2. It appears that $8,370 for lobbying has been
included in the proforma capitalized wages and subsidiary allocation. Please
explain why this is appropriate.

RESPONSE:

The total of “Total pro forma capitalized wages and subsidiary allocation” of $1,640,308
does include $8,370 for lobbying expenses.

The $1,640,308 is calculated to be used on PSC 2 Item 6 d (2) Schedule 3.1 line 2 to
subtract from Annualized salaries and wages (line 1) to arrive at Pro forma salary and
wage expense (line 3).

The Annualized salaries and wages (line 1) include the amounts paid for lobbying.
Therefore by including lobbying expense in the amount deducted on line 2, the
calculation of our Pro forma salary and wage expense on line 3 appropriately excludes
lobbying expense.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

30. Please list all bonuses paid to company officers and directors during the test year
and indicate where they are included in the filing. If they are not included in the
filing, please so state.

RESPONSE:

The bonus paid during the test year was charged 100% to the subsidiaries and so is
excluded from the case.

Sponsoring Witness:

John B. Brown
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

31.  Refer to PSC 2-16. Please list all normalization adjustments Delta identified that,
had they been made, would have resulted in reduced expenses or increased
revenue.

RESPONSE:

In response to AG 1-39 we listed each proposed pro forma entry which was considered in
this filing but not made.

Of those listed, the customer growth adjustment could prove to increase revenue if
customer growth is truly expected and the pension expense adjustment could prove to
decrease expense, pending the results of the 2008 actuarial study.

With our focus on utilizing the historical test year we did not perform a thorough review
of each account to identify such normalization adjustments. As we suggested in the
response to AG 1-12, the 2008 budget is our best and most recent estimate of normal
revenues and expenses.

Sponsoring Witness:

John B. Brown
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

32.  With regard to the annual return on equity (ROE) numbers for 2004 through 2006
shown on page 6, lines 14 — 16 of Mr. Jennings’ testimony, please provide the
following information:

a. Provide workpapers showing the calculations for the actual achieved
ROE numbers of 4.1%, 5.6% and 3.9% for 2004, 2005 and 2006,
respectively.

b. Reconcile the annual ROE numbers of 4.1%, 5.6% and 3.9% for 2004,
2005 and 2006, respectively, to the corresponding annual ROE numbers
of 7.9%, 9.8% and 9.5% for 2004, 2005 and 2006, respectively, that are
shown in Dr. Blake’s Exhibit MJB — 4.

c. Provide workpapers showing the calculations for the actual achieved
ROE numbers of 7.9%, 9.8% and 9.5% for 2004, 2005 and 2006,
respectively, shown in Dr. Blake’s Exhibit MIB - 4.

d. Explain whether the ROE numbers shown for these 3 years on page 6 of
Mr. Jennings’ testimony and in Exhibit MJB-4 are actual ROE numbers
or weather-normalized ROE numbers.

e. Explain whether the ROE numbers shown for these 3 years on page 6 of
Mr. Jennings’ testimony and in Exhibit MJB-4 have been adjusted to
reflect all PSC ratemaking principles (applicable accounting and pro
forma adjustments required by the Commission) used in setting the rates
in Case No. 2004-00067. If so, explain which specific pro forma
accounting and normalization adjustments were made in deriving the
stated ROE numbers for these 3 years.

RESPONSE:

a. See line line labeled 32 a on attached Item 32.

b. See lines labled 32 b on attached item 32 for reconciling items.

c. See line labled 32 ¢ on attached item 32.

d. All ROE numbers presented are actual and include the impact of the Company's
weather normalization tariff.

e. The ROE numbers presented have not been adjusted to reflect any PSC

ratemaking principles. The numbers shown in Blake Testimony are calculated as
presented in our SEC filings. The numbers shown in Jennings Testimony are
calculated as presented in our SEC filings net of adjustments to exclude the
subsidiaries and the impact of net unbilled revenues.

Sponsoring Witness:

John B. Brown
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33.

DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST

DATED JULY 17, 2007

On page 12, lines 11 — 12 of his testimony, Mr. Wesolosky states that if the
Company’s actual achieved ROE in any particular CRS Evaluation Period falls
within the 100 basis point dead-band (50 basis points above and 50 basis point
below the ROE to be authorized by the PSC in this case), there will be no CRS
adjustment. Tariff sheet 43 states if the actual achieved ROE during the
Evaluation period exceeds the authorized ROE by 50 basis points or is below the
authorized ROE by 50 basis points, a rate adjustment shall be calculated “to
collect (refund) the revenues required to achieve a return on equity for the
Evaluation Period equal to the return established in the last general rate order.” In
this regard, please provide the following information:

a.

Assuming hypothetically that the PSC’s authorized ROE for Delta in this
base rate case is 10.00%, then under the Company’s proposed CRS
mechanism, there will be no CRS adjustment if in any particular CRS
Evaluation Period the actual achieved ROE is 9.51% or 10.49%. Please
confirm that this is the Company’s proposal as referenced above. If this is
not the Company’s proposal, explain what the correct proposal is.
Assuming hypothetically that the PSC’s authorized ROE for Delta in this
base rate case is 10.00%, under the Company’s proposed CRS mechanism,
if the actual achieved ROE in any Evaluation Period is 9.50%, there will
be a rate adjustment equivalent to the 50 basis point ROE difference
between 9.50% and the authorized ROE of 10.00%; and if the actual
achieved ROE in any Evaluation Period is 10.50%, there will be a rate
adjustment equivalent to the 50 basis point ROE difference between
10.50% and the authorized ROE of 10.00%. Please confirm that this is the
Company’s proposal as referenced above. If this is not the Company’s
proposal, explain what the correct proposal is.

Assuming hypothetically that the PSC’s authorized ROE for Delta in this
base rate case is 10.00%, under the Company’s proposed CRS mechanism,
if the actual achieved ROE in any Evaluation Period is 9.00%, there will
be a rate adjustment equivalent to the 100 basis point ROE difference
between 9.00% and the authorized ROE of 10.00%; and if the actual
achieved ROE in any Evaluation Period is 11.0%, there will be a rate
adjustment equivalent to the 100 basis point ROE difference between
11.00% and the authorized ROE of 10.00%. Please confirm that this is the
Company’s proposal as referenced above. If this is not the Company’s
proposal, explain what the correct proposal is.



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

RESPONSE:

a. Correct
b. Correct
c. Correct

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

34, On page 12, lines 20 — 23 and on page 13, lines 9 ~ 12 of his testimony, Mr.
Jennings states:

“As a part of the CRS, the Commission will review Delta’s financial
performance for the past year and determine rates for the next year. A
true-up is included to adjust each year for the previous year’s
experience.”

“The mechanism would review the Company’s financial performance
for the past year and set the proper rates for the next year. If the next
year varied from what was planned, a simple true-up at the end of the
year would assure that customers’ rates would be fair.”

With regard to the above statements, please explain and clarify the
following:

a. Under the proposed CRS, how exactly will the Commission
“determine rates for the next year” and “‘set proper rates for the
next year based on the evaluation of Delta’s “financial
performance for the past year?” Please provide an illustrative
example as part of your explanations.

b. Under the proposed CRS, how exactly will a “true up be
included to adjust each year for the previous year’s experience?”
Please provide an illustrative example as part of your
explanations.

RESPONSE:

a&b. Delta will file for each twelve months ended June 30. If revenues need to
be adjusted, they will be in accordance with (a) and (b) under the caption
“Calculation of CRS Adjustment” in Delta’s proposed tariff sheet No. 43,
filed in Delta’s application under Tab 7. In accordance with (c) at the top
of the tariff sheet number 44, any over- or under-billings in that year will
be trued up the following year. See Delta’s Response to Second PSC Data
Request, Number 28, for examples of the calculations under this proposed
tariff. Also see Delta’s Response to Third PSC Data Request, Number 14,
as well as Delta’s Responses to Second AG Request, Numbers 33 and 35.

Sponsoring Witness:

Glenn R. Jennings






35.

DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST

DATED JULY 17, 2007

Assume hypothetically that the PSC will authorize an ROE of 10% for Delta
in this case and will authorize the Company’s proposed CRS mechanism
with an allowed ROE of 10% and a dead-band range of 50 basis points
above and below this authorized ROE of 10%. Assume further that in the
first CRS Evaluation Period (Evaluation Period No. 1) the Company’s actual
achieved ROE was 9% and that the shortfall between the 9% and the
authorized 10% is equivalent to a rate adjustment of $1 million. Using these
assunmptions, please answer the following questions:

a.

Under the Company’s proposed CRS rate mechanism, will the
Company make a CRS “true up” rate adjustment of $1 million in
order to recoup in the Rate Effective Period (Rate Effective Period
No. 1) the ROE shortfall actually experienced in the Evaluation
Period No. 1? If this is not correct, provide the correct answer.
Under the Company’s proposed CRS mechanism, will the Company
make another CRS rate adjustment of $1 million to reset the going
forward rates in the Rate Effective Period No. 1 in order to enable
the Company to earn its authorized ROE of 10% in the Rate
Effective Period without considering the $1 million rate collections
from the “true up” rate adjustment to recoup the ROE shortfall from
the Evaluation Period No. 1?7 If this is not correct, provide the
correct answer.

When the Company compares the actual achieved ROE to the
authorized ROE in Evaluation Period No. 2, how will it treat the fact
that the actual achieved ROE will include a portion (8 months worth)
of the $1 million ROE shortfall in Evaluation Period No. 1 that will
be recovered in Rate Effective Period No. 1?7 In other words, in the
determination of the actual achieved ROE in Evaluation period No.
2, will the Company remove the impact of the rate recovery from the
ROE shortfall in Evaluation Period No. 1? If not, explain what
approach the Company intends to follow.

If not already explained in the responses to parts a, b and c above,
provide the approach and various steps to be taken under the
Company’s proposed CRS rate mechanism based on the hypothetical
assumption referenced above.



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

RESPONSE:

a. Please refer to KYPSC DR2-28 which illustrates the calculation of the CRS
adjustment.

b. The statement is not correct. The CRS does not provide for a pro-forma

adjustment based on the prior CRS adjustment. During each respective rate
effective period there are only two components of the CRS rates. The first being
the CRS adjustment for the most recent Evaluation Period and the second being a
balancing mechanism for any over or under collections of the prior year’s CRS.

C. For any given Evaluation Period, the achieved ROE would exclude the impact of
the CRS collections, as these collections pertain to a prior Evaluation Periods.

d. Please refer to KYPSC DR2-28 which illustrates the calculation of the CRS
adjustment.

Sponsoring Witness:

Matthew D. Wesolosky
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

On tariff sheet 43, the statement is made that the financial schedules to be filed
under the CRS mechanism shall include “All applicable accounting and pro-forma
adjustments historically permitted or required by the Commission for the
Company.”

Additionally, on page 12 of his testimony, Mr. Wesolosky states that, in
calculating the allowed return under the CRS, “Delta’s earnings for the fiscal year
will be adjusted appropriately for adjustments made during the last case.
Therefore, any adjustment under this mechanism will normalize Delta’s earnings
and ensure Delta earns only the return allowed by the Commission.”

Furthermore, on page 13 of his testimony, Mr. Jennings states in this regard that
“The CRS would apply the principles and rules that are used to set rates in
Kentucky on an annual basis to test the existing rates and adjust then as
necessary.”

With regard to all of the above-referenced statements, please provide the
following information:

a. In the determination of whether the Company’s earnings during the
Evaluation Period exceed or are below the latest allowed return on
common equity (for true-up purposes), is it the Company’s intention to
compare its latest authorized common equity rate to the actual unadjusted
achieved Evaluation Period common equity rate that has only been
adjusted by the removal of expenses and investments that were disallowed
for ratemaking purposes by the Commission in the Company's most recent
rate case? For example, in determining the realized return on equity
during the Evaluation Period for true-up purposes, will the Company use
actual 13-month average rate base components, adjusted to remove the
PSC assessment fee prepayments, assuming that the rates set for this same
Evaluation Period were based on these ratemaking principles? And in
determining the realized return on equity during the Evaluation Period,
will the Company use the actual “as it falls” operating income for the
Evaluation Period, adjusted only for the removal of items that were
disallowed by the PSC in setting the rates for this Evaluation Period (such
adjustments could, for example, include the removal of certain incentive
compensation expenses, donations, promotional and institutional
advertising expenses, lobbying expenses, etc.)?

Or is it the Company’s intention -- in the determination as to whether the
Company’s earnings during the Evaluation Period exceed or are below the



DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST

DATED JULY 17, 2007

latest allowed return on common equity (for true-up purposes) -- to
compare 1ts latest authorized common equity rate to the pro forma
adjusted achieved Evaluation Period common equity rate that has been
adjusted for normalization and annualization adjustments. For example, in
this evaluation process, will the Company use a “year-end” rate base? And
will the Company adjust the actual Evaluation Period operating income to
include pro forma normalization and annualization adjustments, and any
other forward-looking adjustments? For example, if the Evaluation Period
is, say, the twelve-month period ending June 30, 2008 and the Company
had a wage increase in December 2007 and another wage increase in July
of 2008, will the Company adjust the actual Evaluation Period operating
income by annualizing the December 2007 wage increase and by
reflecting the annualized impact of the July 2008 wage increase? And, as
another example, will the Company make an adjustment to weather-
normalize the actual Evaluation Period operating results?

Please provide detailed comments on all of the questions raised
above.

b. Will the Company be reflecting forward looking normalization and
annualization adjustments (such as, for example, the weather
normalization and wage increase annualization adjustments
mentioned in part a above) in the determination of its proposed CRS
rates for the Rate Effective Period? If so, list these types of
annualization and normalization adjustments and provide examples
of such adjustments.

RESPONSE:

a. Please refer to KYPSC DR2-28 for an illustration of the CRS adjustment
calculation.

b. Unless requested by the Commission, there would be no forward looking

normalization or annualization adjustments in the CRS mechanism. Weather
normalization is included in the proposed tariff, but is not a forward looking
mechanism.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

37.  For each of the Company’s most recent 5 general base rate filings (starting
with the 2004 rate case, Case No. 2004-00067), please provide the following
information:

a. Case number, filing date and rate effective date.

b. Actual rate case expenses, in total and as broken out by rate case
expense component.

c. Rate increase granted (dollar amount and %)

d. In addition, provide the estimated rate case expenses for the current

case 2007-089 in total and broken out by rate case expense category.

RESPONSE:

a., See attached item 37

b. See attached item 37

C. See attached item 37

d. See attached item 37 for the estimate of rate case expenses as previously detailed

in first PSC data request Item 51b. Note that due to the magnitude of DR AG-1, Delta
had to hire representatives of Deloitte & Touche to assist with the preparation of those
responses. The bill for that work totaled $33,985 and since it was unexpected, increases
our estimate for rate case expense from $320,697 as previously filed to $354,682.

Sponsoring Witness:

John B. Brown
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

38.  Has the Company quantified any numerical ratepayer benefits (expressed in
dollars) produced by the proposed CRS rate mechanism? If so, provide these
ratepayer benefits, including all assumptions and calculations supporting these
estimated benefits.

RESPONSE:

Delta has not performed any formal studies or analysis to quantify the benefits.
However, at a minimum the CRS mechanism will save the customers the costs of
frequent rate cases.

The response to AG2-37 provides the actual costs Delta has incurred on previous rate
cases. As stated in the Jennings’ testimony, "Delta is permitted by law to earn a fair
return on equity. Partly due to customer conservation and efficiency trends, we have not
been able to do so since our last general rate case. This trend is expected to continue, and
the current rate setting process does not contemplate this trend and does not allow utilities
to adjust rates on a timely, cost effective basis. Thus we need the proposed mechanism to
be able to do this." Therefore, without a mechanism such as the CRS Delta will be
required to file more frequent rate cases and Delta’s customers will incur these costs
more frequently, instead of every three to five years.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

39.  FR 10(6)(h), Schedule 1 shows that the pro forma total operating expenses (cost
of gas, O&M, depreciation, taxes o/t income taxes and income taxes) for the 2006
test year amount to approximately $56.1 million. Schedule 1 also shows that of
the total operating expenses of $56.1 million, approximately $35.2 million (or
approximately 63%) represents cost of gas. Schedule 2 of FR 10(6)(h) shows that
100% of this pro forma test year cost of gas amount of $35.2 million is recovered
in the Company’s GCR rate mechanism.

Please confirm the above-stated facts. If you do not agree, please explain your
disagreement in detail and provide the correct facts.

RESPONSE:
We agree with the facts as stated.

Note, though, that we presented an updated Schedule 1 at PSC 2 Item 6 d (2) which
changed pro forma total operating expenses from approximately $56.1 million to
approximately $56.2 million.

The $71,924 increase in pro forma total operating expenses resulted from a $65,000
correction to remove the medical accrual adjustment from test year expenses, a $18,017
correction to reverse a legal expense cutoff error discovered during the course of this
proceeding and a $25,138 property tax adjustment incorporating the recently received
2006 property tax assessment. These increases were partially offset by a $32 decrease
due to correcting the payroll tax adjustment and a $36,200 reduction in income taxes due
to the increased net expenses. See our response to PSC-2 6 d. (2) for more detail on each
of the updates.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

40.  With regard to the current Alabama Gas Company Rate Stabilization and
Equalization (“RSE”) mechanism discussed on page 34 of Mr. Blake’s testimony,
please provide the following information:

a. The current RSE tariffs for Alabama Gas Company, describing in detail
the exact workings, elements and provisions of the RSE.

b. Please confirm that the Alabama Rate RSE allows for a rate refund to the
ratepayers when the true-up in the historic Evaluation Period indicates that
the actual achieved ROE exceeds the authorized ROE dead-band, but does
not allow for a rate increase to the ratepayers when the true-up in the
historic Evaluation Period indicates that the actual achieved ROE is below
the authorized ROE dead-band. If you do not agree, explain your
disagreement and provide the correct facts.

RESPONSE:
a. Delta does not have cwrrent RSE tariffs for Alabama Gas Company. Our
proposed CRS mechanism is patterned after the South Carolina approach. See

Delta’s response to AG Second Request, Item 41.

b. See response to (a) above.

Sponsoring Witness:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17,2007

41.  With regard to the Company’s response to AG-1-305 regarding CRS mechanisms
implemented by South Carolina utilities, please provide the following
information:

a. What was the “one utility in South Carolina” with a CRS mechanism that
Mr. Blake and Delta talked with? In addition, provide the current CRS
tariffs for this South Carolina utility, describing in detail the exact
working, elements and provisions of this CRS mechanism.

b. The response to AG-1-8 indicates that rate stabilization mechanisms were
implemented by Piedmont Natural Gas and South Carolina E&G in South
Carolina. Please provide the current CRS tariffs for these South Carolina
utilities, describing in detail the exact working, elements and provisions of
these CRS mechanisms.

RESPONSE:

a. Mr. Jennings with Delta has spoken with Piedmont Natural Gas relative to that
company’s South Carolina mechanism. Mr. Blake has not. Delta does not have
tariffs for Piedmont. Piedmont’s implementation of this CRS program is not in
their tariffs, but is implemented as set out in the SC Code of Laws, Title 58,
Chapter 5, Article 4. Reference should be made to the SC Code of Laws.
Article 4 of the SC Code sets forth the provisions of their mechanism, and
Piedmont then files with the South Carolina Commission for approval to adjust
rates in accordance with Article 4. A copy of Chapter 5, which includes Article 4,
is attached.

b. Delta does not have tariffs for South Carolina E&G. See (a) above for Piedmont.

Sponsoring Witness:

Glenn R. Jennings



CHAPTER 5.

GAS, HEAT, WATER, SEWERAGE COLLECTION AND DISPOSAL, AND STREET RAILWAY
COMPANIES

ARTICLE 1.
GENERAL PROVISIONS
SECTION 58-5-10. Definitions.

When used in Articles 1, 3, and 5 of this chapter:

(1) The term “commission” means the Public Service Commission.

(2) The term “corporation” includes joint stock companies, corporations, associations and commissions
and boards, whether public or private, having any powers or privileges not possessed by individuals or
partnerships.

(3) The term “person” includes an individual, a firm, and a copartnership.

(4) The term “public utility” includes every corporation and person delivering natural gas distributed or
transported by pipe, and every corporation and person furnishing or supplying in any manner heat (other
than by means of electricity), water, sewerage collection, sewerage disposal, and street railway service, or
any of them, to the public, or any portion thereof, for compensation, provided, however, that a
corporation or person furnishing, supplying, marketing, and/or selling natural gas at the retail level for use
as a fuel in self-propelled vehicles shall not be considered a public utility by virtue of the furnishing,
supplying, marketing, and/or selling of such natural gas.

(5) The term “public or any portion thereof”’ means the public generally, or any limited portion of the
public, including a person, private corporation, municipality, or any political subdivision of the State for
which the service is performed or to which the commodity is delivered and whenever such corporation or
person performs a service or delivers a commodity to the public, or any portion thereof, for which
compensation is required such corporation or person is hereby declared to be a public utility subject to the
jurisdiction and regulation of the Public Service Commission, the Office of Regulatory Staff, and Articles
1, 3, and 5 of this chapter to the extent of its activities within the State.

(6) The term “regulatory staff” means the executive director or the executive director and employees of
the Office of Regulatory Staff.

SECTION 58-5-20. Applicability to a business not exclusively a public utility.

Any corporation or person not engaged in business exclusively as a public utility shall be governed by the
provisions of Articles 1, 3 and 5 of this chapter in respect only of the public utility owned, leased,
operated or managed by it or him and not in respect to any other business or pursuit.

SECTION 58-5-30. Exemption of public utilities owned or operated by municipalities and regional
transportation authorities.

Except as provided in Article 23, Chapter 9 of Title 58, nothing contained in Articles 1, 3, and 5 of this
chapter shall give the commission or the regulatory staff any power to regulate or interfere with public
utilities owned or operated by or on behalf of any municipality or regional transportation authority as
defined in Chapter 25 of this title or their agencies.

SECTION 58-5-35. Exemption of certain public utilities and pipeline companies from regulation by
Commission.



Public utilities and pipeline companies engaged in the extraction, processing, distribution, or sale of
landfill gas (LFG) derived from sanitary landfills, which provide this gas to no more than twenty
customers from any single landfill, are exempt from regulation by the commission.

SECTION 58-5-40. Exemption of sellers at wholesale of water or water-borne waste disposal services to
municipality.

Any water supplier who sells water wholesale to a municipality and any supplier of water-borne waste
disposal services who renders such services on a wholesale basis to a municipality shall not be under the
jurisdiction of the South Carolina Public Service Commission or the Office of Regulatory Staff as to such
sale of water or services.

SECTION 58-5-50. Exemption of certain term contracts from declaration of unreasonableness by
Commission.

Nothing contained in Articles 1, 3 and 5 of this chapter shall authorize the Commission to declare any
rate, toll, charge or fare contained in any contract voluntarily entered into prior to March 24, 1922 for a
term of years by and between any public utility and any person or corporation, whether public, private or
municipal, for the sale and purchase of gas, or other commodity, the subject of such contract, to be
unreasonable and noncompensatory without the consent of both parties to such contract.

SECTION 58-5-60. Exemption of certain rates and the like set by franchise or ordinance from
declaration of unreasonableness by Commission.

The Commission shall have no power to declare any rate, toll, charge or fare or any maximum rate, toll,
charge or fare contained in, or provided for, by any franchise or ordinance, whereby any municipality,
prior to March 24, 1922, has given any public utility the right to use the streets or public places of such
municipality for any purpose, to be unreasonable and noncompensatory when such ordinance or franchise
has been, prior to March 24, 1922, accepted by such public utility.

ARTICLE 3.
REGULATION OF RATES AND SERVICES GENERALLY
SECTION 58-5-210. Supervision and regulation of rates and service.

The Public Service Commission is hereby, to the extent granted, vested with power and jurisdiction to
supervise and regulate the rates and service of every public utility in this State, together with the power,
after hearing, to ascertain and fix such just and reasonable standards, classifications, regulations, practices
and measurements of service to be furnished, imposed, observed and followed by every public utility in
this State and the State hereby asserts its rights to regulate the rates and services of every “public utility”
as herein defined.

SECTION 58-5-220. Standardized system of accounts.

The Office of Regulatory Staff may, in its discretion, subject to approval of the commission:

(a) establish a standardized system of accounts to be kept by the public utilities subject to its jurisdiction;
(b) classify such public utilities and establish a standardized system of accounts for each class; and

(c) prescribe the manner in which such accounts shall be kept.

SECTION 58-5-230. Examination of books and accounts.



The books and accounts of all public utilities shall be subject to the examination of the regulatory staff at
any time.

SECTION 58-5-240. Filing schedules of proposed rates and the like; effective date thereof.

(A) Whenever a public utility desires to put into operation a new rate, toll, rental, charge, or classification

or a new regulation, it shall give to the commission and the regulatory staff not less than thirty days’
notice of its intention to file and shall, after the expiration of the notice period, then file with the
commission and provide to the regulatory staff a schedule setting forth the proposed changes. Subject to
the provisions of subsections (D) and (E) of this section, the proposed changes must not be put into effect
in full or in part until approved by the commission.
(B) After the schedule has been filed, the Commission shall, after notice to the public such as the
Commission may prescribe, hold a public hearing concerning the lawfulness or reasonableness of the
proposed changes.
(C) The Commission shall rule and issue its order approving or disapproving the changes in full or in part
within six months after the date the schedule 1s filed.
(D) Should the Commission determine that it cannot, due to circumstances reasonably beyond its control,
issue such order within the six-month period prescribed by this section, the Commission, may, by order,
extend the six-month period for an additional five days. Any such order shall set forth such
circumstances and make appropriate findings concerning the need for the extended period.
If the Commission rules and issues its order within the time aforesaid, and the utility shall appeal from the
order, by filing with the Commission a petition for rehearing, the utility may put the rates requested in its
schedule into effect under bond only during the appeal and until final disposition of the case. Such bond
must be in a reasonable amount approved by the Commission, with sureties approved by the Commission,
conditioned upon the refund, in a manner to be prescribed by order of the Commuission, to the persons,
corporations, or municipalities, respectively, entitled to the amount of the excess, if the rate or rates put
into effect are finally determined to be excessive; or there may be substituted for the bond other
arrangements satisfactory to the Commission for the protection of parties interested. During any period in
which a utility shall charge increased rates under bond, it shall provide records or other evidence of
payments made by its subscribers or patrons under the rate or rates which the utility has put into operation
in excess of the rate or rates in effect immediately prior to the filing of the schedule.

All increases in rates put into effect under the provisions of this section which are not approved and for
which a refund is required shall bear interest at a rate of twelve percent per annum.

The interest shall commence on the date the disallowed increase is paid and continue until the date the
refund is made.

In all cases in which a refund is due, the Commission shall order a total refund of the difference between
the amount collected under bond and the amount finally approved.

(E) If the Commission fails to rule or issue its order within the time prescribed in subsection (C) or
subsection (D) of this section, the utility may put into effect the change in rates it requested in its
schedule. The change is to be treated as an approval of the new rate schedule by the Commission.

(F) After the date the schedule is filed with the commission and provided to the Office of Regulatory
Staff, no further rate change request under this section may be filed until twelve months have elapsed
from the date of the filing of the schedule; provided, however, this section shall not apply to a request for
a rate reduction.

(G) Notwithstanding the provisions of this section, the Commission may allow rates or tariffs to be put
into effect without a hearing upon order of the Commission when such rates or tariffs do not require a
determination of the entire rate structure and overall rate of return, or when the rates or tariffs do not
result in any rate increase to the public utility, or when the rates or tariffs are for experimental purposes.



(H) The commission’s determination of a fair rate of return must be documented fully in its findings of
fact and based exclusively on reliable, probative, and substantial evidence on the whole record. The
commission shall specify an allowable operating margin in all water and wastewater orders.

SECTION 58-5-250. [1962 Code Section 58-115; 1952 Code Section 58-115; 1942 Code Section 8211;
1932 Code Section 8254; Civ. C. ‘22 Section 1047; Civ. C. ‘12 Section 924; 1910 (26) 564, 1922 (32)
938; 1935 (39) 25; 1975 (59) 166][Am 1982 Act No. 458 Section 1] Repealed by 1983 Act No. 138
Section 21, eff June 15, 1983.

SECTION 58-5-260. Notice by publication of filing of new or changed schedule.

Within ten days after the filing of any new or changed schedule by a public utility the Commission shall
give general notice thereof by publication.

SECTION 58-5-270. Applications and individual consumer complaints; hearings.

Applications may be made by any corporation, public or private, person, chamber of commerce or board
of trade, by any civic, commercial, mercantile, traffic, agricultural, or manufacturing association or by
any body politic, commission, board, or municipal corporation by petition in writing, setting forth any act
or thing done, or omitted to be done, with respect to which, under the provisions of Articles 1, 3, and 5 of
this chapter, the commission has jumsdiction or 1s alleged to have jurisdiction. Individual consumer
complaints must be filed with the Office of Regulatory Staff which has the responsibility of mediating
consumer complaints under the provisions of Articles 1, 3, and 5. If a complaint is not resolved to the
satisfaction of the complainant, the complainant may request a hearing before the commission. The
commission has jurisdiction to hear complaints regarding the reasonableness of any rates or charges that
affect the general body of ratepayers; but the commission may at its discretion refuse to entertain a
petition as to the reasonableness of any rates or charges unless it be signed by the mayor or the president
or chairman of the board of trustees or a majority of the council, commission or other legislative body of
the city or county or city or town affected by the subject matter of such complaint or by not less than
twenty-five consumers of the public utility named in the complaint. Any public utility shall have the right
to petition the commission on any of the grounds upon which petitions are allowed to be filed by other
parties, including the fairness, reasonableness, or sufficiency of any schedule, classification, rate, price,
charge, fare, toll, rental, rule, regulation, service, or facility of such public utility and in such event the
same procedure shall be adopted and followed as in other cases.

SECTION 58-5-280. Repealed by 2006 Act No. 318, Section 233, eff May 24, 2006.

SECTION 58-5-290. Correction by Commission of improper rates and the like.

Whenever the Commission shall find, after hearing, that the rates, fares, tolls, rentals, charges or
classifications or any of them, however or whensoever they shall have theretofore been fixed or
established, demanded, observed, charged or collected by any public utility for any service, product or
commodity, or that the rules, regulations or practices, or any of them, affecting such rates, fares, tolls,
rentals, charges or classifications, or any of them, are unjust, unreasonable, noncompensatory, inadequate,
discriminatory or preferential or in any wise in violation of any provision of law, the Commission shall,
subject to review by the courts, as herein provided, determine the just and reasonable fares, tolls, rentals,
charges or classifications, rules, regulations or practices to be thereafter observed and enforced and shall
fix them by order as herein provided.



SECTION 58-5-300. All facts may be considered in making correction.

In connection with a determination under Section 58-5-290 the commission may consider all facts which
in its judgment have a bearing upon a proper determination of the question, although not set forth in the
application and not within the allegations contained therein.

SECTION 58-5-310. Record of proceedings; transcript of evidence.

The commission shall cause a record to be kept of all proceedings and all testimony shall be taken down
by a competent stenographer, designated by the commission, and a copy or transcript thereof, verified by
the oath of such stenographer, shall be furnished on terms fixed by the commission to parties desiring it
and shall be received in evidence with the same effect as if such stenographer were present and testified
thereto.

SECTION 58-5-320. Recision, alteration or amendment of order or decision.

The commission may, at any time, upon notice and opportunity to the public utility affected and the
regulatory staff to be heard, rescind, alter, or amend any order or decision made by it. Any order
rescinding, altering, or amending a prior order or decision shall, when served upon the public utility
affected, have the same effect as is herein provided for original orders or decisions.

SECTION 58-5-330. Rehearing by Commission.

Within twenty days after an order or decision is made by the commission, any party to the action or
proceeding may apply for a rehearing as to any matter determined in the action or proceeding and
specified in the application for rehearing and a rehearing must be granted if in the judgment of the
commission sufficient reason exists. No right of appeal arising out of an order or decision of the
commission accrues in any court to any corporation or person unless the corporation or person makes
application to the commission for a rehearing within the time specified. The application must set forth
specifically the ground on which the applicant considers the decision or order to be unlawful. The
~ determination must be made by the commission within thirty days after it is finally submitted. If, after

the hearing and a consideration of all the facts, including those arising since the making of the order or
decision, the commission is of the opinion that the original order or decision, or any part of it, is in any
respect unjust or unwarranted or should be changed, the commission may abrogate, change or modify it
and, if changed or modified, the modified order must be substituted in the place of the order originally
entered and with like force and effect.

SECTION 58-5-340. Court review of orders or decisions.

A decision of the commission may be reviewed by the Supreme Court or court of appeals as provided by
statute and the South Carolina Appellate Court Rules upon questions of both law and fact, as provided
pursuant to this section. The commission must not be a party to the action.

No order of determination of the commission reducing any rate, fare, charge, or toll may be in force
during the pendency of the action if the utility affected executes and files with the clerk of court a bond
undertaking in a sum as the court prescribes, and approved by the court, conditioned to secure the refund
to customers of any sum that may be collected in excess of the rates, fares, charges, or tolls that are finally
adjudged to be lawful and valid.

SECTIONS 58-5-350, 58-5-360. Repealed by 2006 Act No. 387, Section 54, eff. July 1, 2006.



SECTIONS 58-5-350, 58-5-360. Repealed by 2006 Act No. 387, Section 54, eff. July 1, 2006.

SECTION 58-5-370. Charging higher water or gas rates than those fixed by Commission shall be
unlawful.

Any person or corporation owning or operating a plant furnishing water or gas to the public or any portion
thereof for compensation who shall fail or refuse to accept the rate fixed by the Commission to be charged
for water or gas and instead thereof shall charge, demand or receive a greater amount than that fixed by
the Commission shall be guilty of a misdemeanor and upon conviction thereof shall be fined in any sum
not less than twenty-five dollars nor more than one hundred dollars, to be recovered in any court of
competent jurisdiction, one half of such fine as may be imposed going to the informer and the other half
to the city in which the complaint arises. Each overcharge to any consumer of water or gas shall
constitute a separate offense.

SECTION 58-5-380. Restrictions on interruption of electric and gas services to residential customer for
nonpayment of bill.

No utility company, the South Carolina Public Service Authority, any electric cooperative, nor
municipality may interrupt electric or gas hearing service to any residential customer for nonpayment of a
bill until twenty-five days have elapsed from the date of billing. Any person aggrieved by a violation of
this section may petition the courts of this State for redress in accordance with applicable law and
notwithstanding Section 58-27-210, the Public Service Commission shall have no jurisdiction over any
electric cooperative or municipality by reason of this section.

ARTICLE 4.
NATURAL GAS RATE STABILIZATION ACT
SECTION 58-5-400. Citation of article.
This article may be cited as the “Natural Gas Rate Stabilization Act”.
SECTION 58-5-410. Election to come under article.

A public utility providing natural gas distribution service, in its discretion and at anytime, may elect to
have the terms of this article apply to its rates and charges for gas distribution service, on a prospective
basis, by filing a notice of the election with the commission and on the same day and by the same means
serving a copy on the Office of Regulatory Staff. Upon receipt of notice of the election, the commission
shall proceed to make the findings and establish the ongoing procedures required for adjustments in base
rates to be made under this article. In carrying out the procedures established by this article with respect
to such an election, the commission shall rely upon and utilize the approved rates, charges, revenues,
expenses, capital structure, returns, and other matters established in the public utility’s most recent
general rate proceeding pursuant to Section 58-5-240; provided, however, that the most recent order must
have been issued no more than five years prior to the imtial election to come under the terms of this
article. A public utility may combine an election under this article with the filing of a rate proceeding
pursuant to Section 58-5-240 and the commission shall include the findings required by this article in its
rate orders issued in the Section 58-5-240 proceedings, and the election shall remain in effect until the
next general rate proceeding.

SECTION 58-5-415. Duration of election; withdrawal of request to come under article.



The election by a utility to have the terms of this article apply to its rates and charges for gas distribution
service once made shall remain in effect until the next Section 58-5-240 general rate proceeding for the
public utility at which time the public utility may then elect to continue the applicability of this article to
its rates and charges or elect to opt out of the provisions of this article. The applicant may withdraw its
request to come under the terms of this article at any time before the entry of a final order of the
commission on the merits of the proceeding in which the election is made or on a petition for rehearing in
the proceeding.

SECTION 58-5-420. Contents of order.

In issuing its order pursuant to Section 58-5-410, and in addition to the other requirements of Section
58-5-240, if a proceeding pursuant to that section is required:

(1) the commission shall specify a range for the utility’s cost of equity that includes a band of fifty basis
points (0.50 percentage points) below and fifty basis points (0.50 percentage points) above the cost of
equity on which rates have been set; and

(2) the commission separately shall state the amount of the utility’s net plant in service, construction work
in progress, accumulated deferred income taxes, inventory, working capital, and other rate base
components. It also shall state the utility’s depreciation expense, operating and maintenance expense,
income taxes, taxes other than income taxes, other components of income for return, revenues, capital
structure, cost of debt, overall cost of capital, and eamed return on common equity. The figures stated
shall be those which the commission has determined to be the appropriate basis on which rates were set in
the applicable orders.

SECTION 58-5-430. Monitoring reports; schedule and contents.

The utility shall file with the commission monitoring reports for each twelve-month period ending on
March thirty-first, June thirtieth, September thirtieth, and December thirty-first of each year, the filings to
be made no later than the fifteenth day of the third month following the close of the period. The utility
shall serve a copy of such reports on the Office of Regulatory Staff on the same day and by the same
means as they are provided to the commission. These quarterly monitoring reports shall include the
following:

(1) the utility’s actual net plant in service, construction work in progress, accumulated deferred income
taxes, inventory, working capital, and other rate base components. The report shall also show the utility’s
depreciation expense, operating and maintenance expense, income taxes, taxes other than income taxes,
other components of income for return, revenues, capital structure, cost of debt, overall cost of capital,
and earned return on common equity;

(2) all applicable accounting and pro-forma adjustments historically permitted or required by the
commission for the utility in question, or for similarly situated utilities, or authorized by general
principles of utility accounting, or authorized by accounting letters or orders issued by the commission.
This authorization may occur either in a general rate hearing or in any other type of filing or hearing that
the commission considers appropriate. However, other parties shall be given sufficient opportunity to
review and provide comments on any proposed accounting letter or order issued after the initial order
allowing future base rate adjustments pursuant to this article;

(3) pro-forma adjustments to annualize for the twelve-month period any rate adjustments imposed
pursuant to this article or other events affecting only part of the period covered by the filing so that the
annualization is required to show the effects of those events on the utility’s earnings going forward; and
(4) pro-forma or other adjustments required to properly account for atypical, unusual, or nonrecurring
events.

SECTION 58-5-440. March report; additional schedules.



In the monitoring report filed for the twelve-month period ending March thirty-first of each year, the
utility shall provide additional schedules indicating the following revenue calculations: -

(1) if the utility’s earnings exceed the upper end of the range established in the order, the utility shall
calculate the reduction in revenue required to lower its return on equity to the midpoint of the range
established in the order; or

(2) if the utility’s earnings are below the lower range established in the order, the utility shall calculate the
additional revenue required to increase its return on equity to the midpoint of the range established in the
order.

The utility also shall provide a schedule that specifies changes in its tariff rates required to achieve any
indicated change in revenue.

The proposed rate changes, filed by the utility, shall conform as nearly as is practicable with the revenue
allocation principles contained in the most recent rate order.

SECTION 58-5-450. Review of reports; proposed tariff rate adjustments.

The Office of Regulatory Staff shall review the monitoring report filed pursuant to Sections 58-5-430 and
58-5-440 to determine compliance with its terms taking into account the findings of any audit conducted
by the Office of Regulatory Staff concerning compliance with Sections 58-5-430 and 58-5-440. The
Office of Regulatory Staff shall propose those adjustments it determines to be required to bring the report
into compliance with Section 58-5-440. Based upon that report and the findings of any audit conducted by
the Office of Regulatory Staff, the commission shall order the utility to make the adjustments to tariff
rates necessary to achieve the revenue levels indicated in Section 58-5-440.

SECTION 58-5-455. Rate adjustment request and implementation procedure; notice to and comments
by interested parties; issuance of Initial Order; when adjustments take effect.

The procedures contained in this section shall apply to monitoring reports related to the quarter ending
March thirty-first.

(1) The utility shall file the monitoring reports with the commission and Office of Regulatory Staff on or
before June fifteenth and simultaneously shall mail or electronically transmit copies to any interested
parties who have requested in writing {o receive them.

(2) Interested parties shall be allowed until July fifteenth to file comments in writing to the commission
and the Office of Regulatory Staff concerning the monitoring report.

(3) In cases where the monitoring report indicates rate adjustments are required, or where it otherwise
appears to the commission or the Office of Regulatory Staff that an adjustment in rates may be warranted
under this article, the Office of Regulatory Staff shall conduct an audit of the monitoring report and
specify any changes that the Office of Regulatory Staff determines to be necessary to correct errors in the
report or to otherwise bring the report into compliance with this article. The Office of Regulatory Staff’s
audit reports shall be provided to the commission and to the utility and made available to all interested
parties no later than September first.

(4) Interested parties shall be allowed until September fifteenth to file written comments with the
commission and the Office of Regulatory Staff related to the Office of Regulatory Staff’s audit report and
shall simultaneously mail or electronically transmit copies of these comments to the utility and to all
parties who previously appeared and filed comments.

(5) On or before October fifteenth the commission shall issue an initial order setting forth any changes
required in the utility’s request to adjust rates under this article (the “Initial Order”). In the absence of
such an Initial Order, the gas rate adjustment contained in the utility’s filing shall be considered to be
granted as filed.

(6) Any gas rate adjustments authorized under the terms of this article shall take effect for all bills
rendered on or after the first billing cycle of November of that year.



SECTION 58-5-460. Petition for review of Initial Order or failure to issue order; hearing.

Within thirty days of the issuance of an Initial Order pursuant to Section 58-5-450, or within thirty days
of the failure by the commission to issue an order as required pursuant to Section 58-5-450, any aggrieved
party may petition the commission for review of the Initial Order or failure to issue an order and all
interested parties of record shall have a right to be heard at an evidentiary hearing on the matter. The party
shall serve a copy of such petition on the Office of Regulatory Staff on the same day and by the same
means as it 1s provided to the commission.

SECTION 58-5-465. Final order; contents; deadline for issuance.

After conducting the hearing required by Section 58-5-460, the commission shall issue a final order that:
(1) sets forth any changes that are required to the rates approved in the Initial Order issued under Section
58-5-455(5);

(2) determines the amount of any overcollection or undercollection by the utility that resulted from
collection of the rates authorized in the Initial Order as compared to the rates authorized in the final order
issued under this section; and

(3) establishes a credit to refund the amount of any overcollection, or a surcharge to collect the amount of
any undercollection that arose during the time that the rates approved in the Initial Order were collected,
and requires the utility to apply the credit or surcharge until such time as the overcollection or
undercollection is exhausted.

The commission shall issue any final order required under this section by April fifteenth of the year
following the year in which the monitoring report was filed. The order shall make the corrected rates and
the credit or surcharge, if any, effective as of the first billing cycle of May of that year.

The provisions of Sections 58-5-330 and 58-5-340 concerning rehearing and appeal shall apply to the
orders issued pursuant to this section.

SECTION 58-5-470. Review of Initial Orders; scope; rule to show cause why full rate proceeding
should not be initiated.

The review of Initial Orders pursuant to Sections 58-5-460 and 58-5-465 is limited to issues related to
compliance with the terms of this article. Matters determined in orders issued pursuant to Section
58-5-420 are not subject to review except in full rate proceedings pursuant to Section 58-5-240. Any
proceedings pursuant to this article are without prejudice to the right of the commission to issue, or any
interested party to request issuance of, a rule to show cause why a full rate proceeding should not be
initiated, nor does this article limit the right of a utility to file an application pursuant to Section 58-5-240
for an adjustment to its rates and charges, nor does it impose the restrictions on filings contained in
Section 58-5-240(F).

SECTION 58-5-480. Office of Regulatory staffing; assessments for staffing costs.

The Office of Regulatory Staff is authorized additional positions as the General Assembly may provide in
the annual General Appropriations Act for the purpose of performing its duties under this article;
however, no more than one position for each natural gas utility regulated pursuant to this article may be
authorized. All salaries, benefits, expenses, and charges incurred by the Office of Regulatory Staff for
these positions must be borne by the natural gas utilities regulated pursuant to this article.

On or before the first day of July in each year, the Department of Revenue must assess each natural gas
utility regulated pursuant to this article an equal portion of these salaries, benefits, expenses, and charges
on the thirtieth day of June preceding that on which the assessment is made which is due and payable on
or before July fifieenth. The assessments must be charged against the natural gas utilities by the



Department of Revenue and collected by the department in the manner provided by law for the collection
of taxes from the natural gas utilities, including the enforcement and collection provisions of Article 1,
Chapter 54 of Title 12 and paid, less the Department of Revenue actual incremental increase in the cost of
administration into the state treasury as other taxes collected by the Department of Revenue for the State.
These assessments are in addition to any amounts assessed pursuant to Section 58-4-60. These
assessments must be deposited in a special fund with the State Treasurer’s Office from which the salaries,
benefits, expenses, and charges shall be paid.

The Office of Regulatory Staff must annually certify to the Department of Revenue on or before May first
the amounts to be assessed.

ARTICLE 5.
PRESCRIBING GAS RATES IN ADVANCE OF HEARING [REPEALED]

SECTIONS 58-5-510 to 58-5-560. Repealed by 1983 Act No. 138 Section 21, eff June 15, 1983.
SECTIONS 58-5-510 to 58-5-560. Repealed by 1983 Act No. 138 Section 21, eff June 15, 1983.

ARTICLE 7.
REGULATION OF WATER AND SEWER UTILITIES’ ADEQUACY OF SERVICE

SECTION 58-5-710. Issuance of order to provide adequate and proper service; fine or penalty; lien on
property of utility.

The Public Service Commission, upon petition by any interested party, shall have the right to require any
person or corporation, as defined in Section 58-5-10, operating a water or sewer utility system for which
prior consent or approval by the commission is required to appear before the commission on proper notice
and show cause why that utility should not be required to take steps as are necessary to provide adequate
and proper service to its customers. If the commission upon hearing determines that the service is not
being provided, it shall issue an order requiring the utility to take steps as are necessary to the provision of
the service within a reasonable time as prescribed by the commission. Upon failure of the utility to
provide the service within the time prescribed without cause or excuse, as shall be determined by the
commission, the commission shall impose a penalty or fine against the utility in an amount not less than
one hundred dollars per day but not more than one thousand dollars per day. Each day the failure or
noncompliance continues shall be considered a separate and distinct breach or violation of the order. Any
fine or penalty so imposed or assessed by the commission, upon proper filing in the appropriate county
office or offices, constitutes a lien upon the properties and assets of the utility in like manner and form as
any other judgment at law. Any fine or penalty so imposed by the commission shall go into the general
fund of the State, unless otherwise provided by law.

S’ECT TON 58-5-720. Filing of bond of certificates of deposit prior to approval by commission of
construction or other work on water or sewer system; forfeiture.

The commission shall, before the granting of authority or consent to any water or sewer utility regulated
by the commission, for the construction, operation, maintenance, acquisition, expansion, or improvement
of any facility or system, prescribe as a condition to the consent or approval that the utility shall:

(1) file with the commission a bond with sufficient surety, as approved by the commission, in an amount
not less than one hundred thousand dollars and not more than three hundred fifty thousand dollars payable



to the commission and conditioned upon the provision by the utility of adequate and sufficient service
within its service area and provide a copy of the bond to the Office of Regulatory Staff; or

(2) deliver to the commission certificates of deposit, with endorsements as required by the commission, of
federal or state chartered banks or savings and loan associations who maintain an office in this State and
whose accounts are insured by either the Federal Deposit Insurance Corporation or the Federal Savings
and Loan Insurance Corporation. The certificates of deposit shall not exceed the amount covered by
insurance. The commission has the right, upon notice and hearing, to declare all or any part of the bond
or certificate of deposit forfeited upon a determination by the commission that the utility failed to provide
service without just cause or excuse and that this failure has continued for an unreasonable length of time.
A further condition of the bond or certificate of deposit shall be the provision for payment to the
commission of any fine or penalty imposed or assessed by the commission against the utility under the
provisions of Section 58-5-710.

SECTION 58-5-730. Appointment of receiver upon failure of utility to provide adequate and sufficient
service.

If the commission, after notice and hearing, determines that a utility subject to the regulations of the
commission has wilfully failed to provide adequate and sufficient service for an unreasonable length of
time and that it is likely to continue such failure to the detriment of the public served by the utility, or if
the commission shall determine after notice and hearing, that adequate and sufficient service is not being
provided by such utility and that such utility is unable to provide such service for any reason, the Office
of Regulatory Staff shall have the right to petition the court of common pleas for the county wherein the
utility shall have its principal office or place of business for the appointment of a receiver to assume
possession of the facilities and system and to operate such utility upon such terms and conditions as the
court shall prescribe. The court shall require as a condition to the appointment of such receiver that a
sufficient bond be given by the receiver and conditioned upon his compliance with the orders of the court
and the protection of all property rights involved. The court shall have the right to provide for disposition
of the facilities and system in like manner as any other receivership proceeding in this State.

SECTION 58-5-740. Rights and remedies are camulative.

The rights and remedies granted or imposed by this article shall be deemed cumulative and not in
derogation of any other rights and remedies prescribed by law relative to the organization and control of
public utilities.

SECTION 58-5-750. Appeals.

Any party in interest being dissatisfied with an order of the Commission may appeal as provided by
statutory law.

ARTICLE 9.
SOUTH CAROLINA GAS SAFETY ACT OF 1970
SECTION 58-5-910. Short title.
This article shall be entitled “The South Carolina Gas Safety Act of 1970.”
SECTION 58-5-920. Definitions.

‘When used in this article:



(a) The term “‘commission” means the Public Service Commission of the State of South Carolina.

(b) The term ‘“‘commissioner” means one of the members of the Public Service Commission of South
Carolina.

(c) The term ‘“‘corporation” includes all private or public corporations, business trusts, joint stock
companies or associations, domestic or foreign, their lessees, assignees, trustees, receivers or other
successors in interest, having any of the powers or privileges of corporations not possessed by individuals
or partnerships.

(d) The term “Federal safety standards” shall mean the minimum standards of gas safety adopted by the
United States Department of Transportation pursuant to the Natural Gas Pipeline Safety Act of 1968 (P.L.
90-481, 49 U.S.C. Section 1672), as may be amended from time to time, and any rules and regulations
promulgated by any regulatory agency of the United States of America having jurisdiction thereof.

(e) The term ‘“‘gas” means natural gas, flammable gas or gas which is toxic or corrosive.

(f) The term “‘gas utility”” includes persons, corporations and gas authorities, municipalities, public service
districts and other political subdivisions of this State and which are not subject to the jurisdiction of the
Federal Power Commission as provided for by Section 3(b) of the Natural Gas Pipeline Safety Act of
1968. (P.L. 90-481) (49 U.S.C. Section 1672(b)). Provided, however, that gas authorities, municipalities
and public service districts and other political subdivisions of this State shall remain exempt from any
economic regulation by the Commission.

(g) The term “person” includes all individuals, partnerships or associations, cooperatives, lessees,
assignees, trustees, receivers or other successors in interest, other than corporations.

(h) The term “pipeline system” or “‘pipeline facilities” shall mean new and existing pipe rights-of-way and
any equipment, facility or building used in the transportation of gas or the treatment of gas during the
course of transportation; but the Commission is not authorized to prescribe the location or routing of any
pipeline facility “rights-of-way.”

(i) The term “‘public” means the public generally, or any limited portion of the public, including a person
or corporation.

(3) The term “regulatory staff”’ means the executive director or the executive director and the employees
of the Office of Regulatory Staff.

(k) The term “transportation of gas” when used in this article means gathering, transmission, distribution,
and storage of gas.

SECTION 58-5-930. Compliance with orders and regulations relating to federal safety standards

Each gas utility shall obey and comply with each and every requirement of every lawful order, decision,
direction, rule, or regulation made or prescribed by the commission and every direction, rule, or
regulation made or prescribed by the Office of Regulatory Staff in the performance of its duties under this
article in relation to federal safety standards and it shall do everything reasonably necessary or proper in
order to secure compliance with and observance of every such order, decision, direction, rule, or
regulation by all of its officers, agents, and employees.

SECTION 58-5-940. Assessments against gas utilities for administrative expenses and charges.

All Jawful expenses and charges incurred by the commission and the Office of Regulatory Staff in the
administration of this chapter and in performance of its duties thereunder shall be defrayed by
assessments made by the Comptroller General against the gas utilities regulated thereunder and based
upon the gross revenues collected by the gas utilities from their business done wholly within this State in
the manner set out in Section 58-3-100 for other corporations; provided, however, the assessments
against municipalities, gas authorities, public service districts, or other political subdivisions of the State
shall be applicable only to expenses and charges incurred in the administration and enforcement of the
provisions of this article relating to gas safety requirements.



The Public Service Commission and the Office of Regulatory Staff shall certify to the Comptroller
General annually on or before August first the amounts to be assessed in the format approved by the
Comptroller General.

SECTION 58-5-950. Employment of staff; legal representation.

The commission and the Office of Regulatory Staff may employ such technical administrative and
clerical staff as may be required to carry out the provisions of this article and to perform the duties and
exercise the powers conferred upon it by this article in relation to gas utilities. The Office of Regulatory
Staff shall institute and defend all suits or actions arising under this chapter.

SECTION 58-5-960. Compliance with safety standards.

All pipeline facilities used in this State for the transportation of gas must be constructed, operated, and
maintained in such a manner as at all times to be in compliance with minimum federal safety standards
and with the safety standards adopted by the commission.

SECTION 58-5-970. Adoption and enforcement of federal standards for pipeline facilities and
transportation.

The Office of Regulatory Staff is authorized to adopt and enforce the minimum federal safety standards
for the transportation of gas and pipeline facilities established by the Secretary of Transportation pursuant
to Section 3 (b) of the Natural Gas Pipeline Safety Act of 1968 (P.L. 90-481) {49 U.S.C. Section 1672
(b)], as may be amended from time to time.

SECTION 58-5-980. Additional minimum safety standards.

(a) After reasonable notice and an opportunity for the submission for written data, view, or arguments
with or without opportunity for oral presentation by interested gas utilities, the regulatory staff, and the
public, the commission may establish additional minimum safety standards for pipeline facilities and the
transportation of gas (not subject to the jurisdiction of the Federal Power Commission under the Natural
Gas Act) in this State.

(b) Gas safety standards may apply to the design, installation, inspection, testing, construction, extension,
replacement and maintenance of the facilities. The safety standards shall be practicable and designed to
meet the need for pipeline safety. In prescribing the standards, the Commission shall consider: (1)
relevant pipeline safety data; (2) whether the standards are appropriate for the particular type of pipeline
transportation and distribution; (3) the reasonableness of any proposed standards; and (4) the extent to
which the standards will contribute to the public safety.

SECTION 58-5-990. Application for rehearing; judicial review.

A gas utility which is or will be adversely affected by a rule or order of the commission adopted or
established pursuant to this article may file an application for rehearing and may seek judicial review in
accordance with provisions of Section 58-5-340. The commission must not be named a party to any
action.

SECTION 58-5-1000. Certain gas utilities shall file plans for inspection and maintenance of pipeline
facilities; revision of plans.

(a) Each gas utility that engages in the transportation of gas or which owns or operates pipeline facilities
not subject to the jurisdiction of the Federal Power Commission under the Natural Gas Act shall file with



the Office of Regulatory Staff a plan for inspection and maintenance of each pipeline facility owned or
operated by the gas utility, and any changes in the plan, in accordance with regulations prescribed by the
commission. '

(b) The commission may by regulation also require any gas utility which engages in the transportation of
gas or which owns or operates pipeline facilities subject to the provisions of this article to file its plan for
approval with the Office of Regulatory Staff.

(c) If at any time the Commission finds that the plan is inadequate to achieve safe operation it shall, after
notice and opportunity for a hearing, require the plan to be revised. The plan required by the Commission
shall be practicable and designed to meet the need for pipeline safety. In determining the adequacy of any
plan, the Commission shall consider: (1) relevant, available pipeline safety data; (2) whether the plan is
appropriate for the particular type of pipeline transportation; (3) the reasonableness of the plan; and (4)
the extent to which the plan will contribute to public safety.

SECTION 58-5-1010. Records and reports of gas utilities; inspections and investigations; accident
reports.

(a) Each gas wtility which engages in the transportation of gas or which owns or operates pipeline
facilities shall establish and maintain such records, make such reports, and provide such information as
the Office of Regulatory Staff may reasonably require to enable it to determine whether the utility has
acted or is acting in compliance with the standards established under this article.

(b) Each utility shall permit an officer, employee, or agent of the Office of Regulatory Staff to inspect
books, papers, records, and documents relevant to determining whether the utility has acted or is acting in
compliance with the standards established pursuant to this article.

(c) The Office of Regulatory Staff may conduct such other relevant inspection and investigation as may
be necessary to aid in the enforcement of the standards established pursuant to this article. For purposes
of enforcement of this article, officers, employees, or agents of the Office of Regulatory Staff upon
presenting appropriate credentials to the individual in charge are authorized (1) to enter upon, at
reasonable times, pipeline facilities, and (2) to inspect, at reasonable times and within reasonable limits
and in a reasonable manner the facilities. Each inspection shall be commenced and completed with
reasonable promptness.

(d) Accident reports made by any officer, employee, or agent of the Office of Regulatory Staff shall be
available for use, but not admissible into evidence, in any civil, criminal, or other judicial proceeding
arising out of an accident. Any officer, employee, or agent may be required to testify in such proceedings
as to the facts developed in the investigations, but no officer, employee, or agent shall give opinion
testimony or otherwise testify as to the ultimate fact in any civil, criminal, or other judicial proceeding out
of the accident, except in a proceeding or action between the Office of Regulatory Staff and a gas utility.
Any report shall be made available to the public in a manner which need not identify individuals. All
reports on research projects, demonstration projects, and other related activities shall be public
information.

(e) All information reported to or otherwise obtained by the commission, the Office of Regulatory Staff,
or their representatives pursuant to subsection (a), (b), or (c¢), which information contains or relates to a
trade secret, shall be considered confidential, except that such information may be disclosed to other
officers or employees concerned with carrying out this article or when relevant in any proceeding under
this article. Nothing in this section shall authorize the withholding of information by the comrmnission, the
Office of Regulatory Staff, or any officer, employee, or agent under its control from the duly authorized
committees of the state legislature.

SECTION 58-5-1020. Duties of certain gas utilities with regard to safety standards, inspection and
maintenance plans and records.



Each gas utility which engages in the transportation of gas or which owns or operates pipeline facilities
shall:

(a) At all times after the date any applicable safety standard established under this article takes effect,
comply with the requirements of such standard; and

(b) File and comply with a plan of inspection and maintenance required by Section 58-5-1000; and

(c) Permit access to or copying of records; and make reports or provide information, and permit entry or
inspection as required under Section 58-5-1010.

SECTION 58-5-1030. Civil penalties.

(a) A gas utility which violates a provision of Section 58-5-1020 or a regulation under this article is
subject to a civil penalty of not more than ten thousand dollars for each violation for each day that the
violation persists, except that the maximum civil penalty may not exceed five hundred thousand dollars
for any related series of violations.

(b) A civil penalty may be compromised by the commission. In determining the amount of the penalty, or
the amount agreed upon in compromise, the appropriateness of the penalty to the size of the business of
the person charged, the gravity of the violation, and the good faith of the person charged in attempting to
achieve compliance, after notification of a violation, must be considered. The amount of the penalty
when finally determined, or the amount agreed upon in compromise, may be recovered in a civil action in
the court of common pleas.

SECTION 58-5-1040. Injunctive relief.

(a) The court of common pleas shall have jurisdiction to restrain violations of this article (including the
restraining of transportation of gas or the operation of a pipeline facility) or to enforce standards
established hereunder upon petition by the Office of Regulatory Staff. Whenever practicable, the Office
of Regulatory Staff shall give notice to any gas utility against which an action for injunctive relief is
contemplated and afford it an opportunity to present its views, and, except in the case of a knowing and
willful violation, shall afford it reasonable opportunity to achieve compliance. The failure to give notice
and afford an opportunity to achieve compliance shall not preclude the granting of appropriate relief.

(b) In any proceeding for criminal contempt for violation of an injunction or restraining order issued
under this section, which violation also constitutes a violation of this article, trial shall be by the court or
upon demand of the accused, by a jury. The trial shall be conducted in accordance with the practice and
procedure applicable in such proceedings established by the court of common pleas.

(c) Actions under subsection (a) of this section and Section 58-5-1030 may be brought in the judicial
circuit wherein any act or transaction constituting the violation occurred, or in the circuit wherein the
defendant is found or is an inhabitant or transacts business, and process in such cases may be served in
any other circuit of which the defendant is an inhabitant or transacts business or wherever the defendant
may be found.

(d) In any action brought under subsection (a) of this section and Section 58-5-1030, subpoenas for
witnesses who are required to attend a court of common pleas may be served in any county.

SECTION 58-5-1050. Interaction with federal agencies.

(a) As soon as practicable after April 23, 1970, and every year thereafter, the Office of Regulatory Staff
shall submit an annual certification to the Secretary of the Department of Transportation as provided for
in Section 5(a) of the Natural Gas Pipeline Safety Act of 1968 (P.L. 90-481) [49 U.S.C. Section 1674(a}],
as may be amended from time to time. '

(b) In the event that a new or amended federal safety standard is adopted, the Office of Regulatory Staff
shall submit an appropriate certification to comply with Section 5(d) of the Natural Gas Pipeline Safety
Act of 1968 [P L. 90-481, 49 U.S.C. Section 1674(d)].



(c) The Office of Regulatory Staff is further empowered to make and to provide certifications, reports,
and information to the Secretary of the United States Department of Transportation or any other
regulatory agency of the United States having jurisdiction over federal safety standards; to enter into
agreements with the Secretary to carry out the purposes of this article; to enforce federal safety standards
in the State in lieu of enforcement by the Department of Transportation as permitted by the Natural Gas
Pipeline Safety Act of 1968, as may be amended from time to time; and to exercise regulatory
jurisdiction over the safety of pipeline systems and the transportation of gas as permitted by the Natural
Gas Pipeline Safety Act of 1968, as may be amended from time to time.

SECTION 58-5-1060. Article inapplicable to liquefied petroleum gas.

Nothing in this article shall be applicable to the regulation of liquefied petroleum gas (LPG) to the extent
that this subject is regulated by Sections 39-43-10 through 39-43-180 and the regulations issued pertinent
thereto.

SECTION 58-5-1070. Article inapplicable to anhydrous ammonia.

The provisions of this article shall not be applicable to the regulation of anhydrous ammonia to the extent
that this subject is regulated by Sections 39-47-10 to 39-47-70 and the regulations issued thereunder.

ARTICLE 11.
TERMINATION OF NATURAL GAS SERVICE DUE TO NONPAYMENT
SECTION 58-5-1110. Definitions.

For purposes of this article:

(1) “Licensed health care provider” means a licensed medical doctor, physician’s assistant, nurse
practitioner, or advanced-practice registered nurse.

(2) “Special needs account customer” means the account of a residential customer where the customer can
furnish to the utility a certificate on a form provided by the utility and signed by a licensed health care
provider that states that termination of natural gas service would be dangerous to the health of the
customer or a member of his household at the premises to which natural gas service is rendered.

SECTION 58-5-1120. Termination procedures; contents.

(A) Each public utility furnishing natural gas to residential customers must establish written procedures
for termination of service due to nonpayment for a special needs account customer at any time and for all
residential customers during weather conditions marked by extremely cold or hot temperatures. Each
public utility furnishing natural gas to residential customers must submit its procedures to the Office of
Regulatory Staff by November 1, 2006. Any subsequent revisions must be submitted semiannually by
March first or September first.

(B) The procedures for termination must include the following:

(1) notification procedures so that the customer is made aware of an impending termination and the time
within which he must make arrangements for payment prior to termination;

(2) arrangements for a payment arrangement plan to enable a residential customer, who has a satisfactory
payment history as determined by the public utility, to pay by installments where the customer is unable
to pay the full amount due for electric service;

(3) a procedure to advise customers who are unable to pay the full amount due or who are not approved
for a payment arrangement plan that they may contact local social service agencies to determine the
availability of public or private assistance with the payment of electric bills;



(4) a schedule of termination that takes into account the availability of the acceptance of payment and the
reconnection of service; and
(5) the standards for determining weather conditions marked by extremely cold or hot temperatures.

SECTION 58-5-1130. Third-party notification program.

Each public utility furnishing natural gas must consider establishing and maintaining a third-party
notification program to allow a residential customer to designate a third party to be notified if the natural
gas service is scheduled for termination.

SECTION 58-5-1140. Disconnection when public safety emergency exists.

Notwithstanding another provision of this article, a public utility furnishing natural gas may disconnect a
customer when it is determined that a public safety emergency exists.

SECTION 58-5-1150. Promulgation of regulations.
Nothing in the article prohibits the commission from promulgating detailed regulations governing

termination of service by a public utility furnishing natural gas so long as the regulations include the
termination and third-party notification protections provided by this article.

SECTION 58-5-1160. Private right of action; new duty of care.

This article does not create a new private right of action or a new duty of care. This article does not
diminish, increase, affect, or evidence any duty of care existing under the laws of this State prior to the
effective date of this article.






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

42.  Explain why Delta is proposing that the CRS be a 5-year experimental program
rather than, for example, a 3-year program?

RESPONSE:

Since the mechanism is experimental, the Commission will render a decision at the end
of the experimental period as to the continuance of the mechanism. Five years would
allow the mechanisin to mature as the filing and review process evolves and the
mechanism itself operates under several economic and business cycles; therefore
allowing the Commission to make an informed decision on the cost/benefit of allowing
the continuance of such a program.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

43.  Regarding the response to PSC-2-27(f), please define and explain what is meant
by “a risk based evaluation procedure” to review and analyze the proposed CRS
mechanism.

RESPONSE:

Please refer to KYPSC DR3-14.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

44.  Please expand the response to PSC-2-28 by providing an analysis of the annual
change in revenues (increase or decrease) that Delta would have implemented
each year since its 1999 rate proceeding (with a rate effective date of Jan. 2000) if
it had been operating under the proposed CRS mechanism.

RESPONSE:

The only such analysis prepared by the Company pertains to the years 2004-2006.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

45. Reference response to AG DR 1-300. Please provide the formula by which actual
Mcf are converted to weather-normalized Mcf.

RESPONSE:

See Sheet Nos 32 and 33 of Delta’s Tariff (P.S.C No. 10) for the formula by which the
weather normalization factor is computed. The factor is computed based on billed degree
days (provided in response to AG DR-1-300) and applied to base rates to arrive at a
weather normalization rate per billing cycle. This weather normalization rate is applied
to actual consumption and billed accordingly. We do not compute a ‘“weather-
normalized Mcf” in the process.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

46.  Reference response to AG DR 1-302. This response indicates that close to 20%
of customers drop off and hook up each year. For each year, identify the number
of drop offs and hook ups at the same customer location. If exact numbers are not
available, please provide your best estimate.

RESPONSE:

See attached

Sponsoring Witness:

John B. Brown



Delta Natural Gas Company, Inc.

Case No. 2007-00089
AG 2nd Request #46

Drop Offs and Hook Ups at Same Customer Location

Year Total
2002

Term 2654

Rein 1411
2003

Term 2968

Rein 1429
2004

Term 2925

Rein 1446
2005

Term 3244

Rein 1686
2006

Term 3441

Rein 1816

This information is from the Kentucky PSC - Gas Utility - Non-Payment Disconnection/Reconnection
Report. Exact numbers are not available so we have used these as our best estimate.







DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

47.  Reference response to AG DR 1-303. Please define “off-system transportation.”
Then explain how revenues from off system transportation benefit other
customers.

RESPONSE:

See tariff sheets 10 and 11 filed in this case as a part of Delta’s initial filing, under Tab 7.
These tariffs describe this transportation.

Off system transportation provides more utilization of Delta’s system, and generates
transportation revenues for such additional transportation. This revenue helps to provide
a portion of Delta’s total revenue requirement, thus reducing the revenue requirement
necessary from other customer classes.

Sponsoring Witness:

Glenn R. Jennings






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

48.  Reference response to AG DR 1-308. Please explain the differences between the
numbers used by Mr. Brown and those used by Mr. Jennings.

RESPONSE:

As detailed in the schedule provided with the response to AG DR 1-308, there were two
differences in the numbers used by Mr. Brown and Mr. Jennings.

Those differences related to 1) calendar year stats (Jan 1 — Dec 31) vs. fiscal year stats
(July 1-June 30) and 2) using retail only stats vs. total throughput stats (including both

retail and transportation).

Mr. Brown’s data presented the statistics based on 1) the calendar year and 2) for retail
only stats.

Mr. Jennings’s data presented the statistics based on 1) the fiscal year) and 2) for total
throughput stats (including both retail and transportation).
Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

49.  Reference response to AG DR 1-309. Please identify the significance, if any of
the term “Minority Report.”

RESPONSE:

Please refer to response to KYPSC DR2-21.

Sponsoring Witness:

Matthew D. Wesolosky






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

50. Reference response to AG DR 1-333. The referenced language in Mr. Brown’s
testimony does not explain why the Company is changing from per-Mcf to per-
Ccf volumetric rates. Please provide an explanation.

RESPONSE:

The referenced language explains that “Changing the rates to Cefs will provide for all
aspects of metering, billing and rates to be on the same basis, that being Ccfs.” We
believe that this consistency is preferable and will eliminate the conversion work that our
employees must make who “communicate with customers in Mcfs while our meter
reading and billing system utilize Cefs”.

Sponsoring Witness:

John B. Brown






DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

51.  Reference response to AG DR 340. What is the weighting factor used for CUST
047

RESPONSE:

The weighting factor is used to cost-weight the number of customers to allocate customer
accounting, customer billing and uncollectible expenses

Sponsoring Witness:
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

52. Reference response to AG DR 350. Please explain your response.
RESPONSE:

See response to 3-PSC-31.
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DELTA NATURAL GAS COMPANY, INC.
CASE NO. 2007-00089

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUEST
DATED JULY 17, 2007

53. Reference response to AG DR 350. Please state whether the level of interruptible
rates is based on the cost to Delta to provide the service or on the cost of
alternative fuels. In either case, provide whatever support for these rates that is in
the possession of the Company.

RESPONSE:

The response to AG DR 350 relates to the large non-residential rate, not interruptible
service. The interruptible service rate is currently higher than the cost of providing the
service. In the last several rate cases, Delta has been proposing charges with an objective
toward gradually bringing the interruptible service rate more in line with the cost of
providing service. The price of alternative fuels has not been a consideration for
establishing the interruptible service rate in those proceedings.
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