
S T O  L L - K  E E N O  N . 0  G D E N  
P L L C  

300 West Vine Street 
Suite2100 
Lexington, KY 40507-1801 
(859) 231-3000 

July 5,2007 

Hon. Elizabeth O'Donnell 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Blvd. 
P.O. Box 615 
Frankfort, Kentucky 40602-0615 

Re: Delta Natural Gas Company, Inc. 

ROBERTM. WATT, Il l  
859-23 1-3043 

JUL 0 5 2007 

Dear Ms. O'Donnell: 

We deliver herewith for filing an original and ten (10) copies of the Application of Delta 
Natural Gas Company, Inc. for an Order Authorizing the Extension of the Line of Credit. Best 
regards. 

Sincerely, 

Robert M. Watt, I11 
Rinw 
Encl. 
Cc: Mr. Glenn R. Jennings (wi encl.) 

Dennis Howard, 11, Esq. (wiencl.) 

LEXINGTON 4 LOUISVILLE 4 FRANKFORT 4 HENDERSON 



JUL O S  2087 COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

PUBLIC SERVICE 
COMMISSION 

In the Matter of: 

APPLICATION OF DELTA NATURAL 1 
GAS COMPANY, INC. FOR Ah‘ ORDER ) 

LINE OF CREDIT 1 
AUTHORIZING THE EXTENSION OF THE ) CASENO. a~t77-~0271 

* * * * * * * * * * *  

APPLICATION 

Delta Natural Gas Company, Inc. (“Delta”), pursuant to KRS 278.300 and 807 

KAR 5:001, Section 11, respectfully submits its application herein as follows, to-wit: 

(1) Delta is a Kentucky corporation with its post office address, principal 

office and place of business located at 3617 Lexington Road, Winchester, Kentucky 

40391. Delta’s full name is Delta Natural Gas Company, Inc. 

(2) A certified copy of Delta’s most recent Amended and Restated Articles of 

Incorporation has heretofore been filed with this Commission in connection with a prior 

proceeding of Delta, same being Case No. 2007-00089, In the Matter of: Application of 

Delta Natural Gas Company, Inc. for an Adjustment of Rates, filed on April 20,2007. 

Delta is a utility engaged in the natural gas business. Delta purchases, 

sells, stores and transports natural gas in Bath, Estill, Montgomery, Menifee, Madison, 

(3) 

Powell, Garrard, Jackson, Lee, Bourbon, Jessamine, Rowan, Bell, Knox, Whitley, Laurel, 

Clay, Leslie, Fayette, Fleming, Clark, Robertson and Mason Counties, Kentucky. 
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(4) As of December 31, 2006 in order to serve its customers, Delta owned 

approximately 2,500 miles of gas gathering, transmission, distribution and service lines 

ranging in size from one (1) inch to twelve (12) inches, compressor stations, storage 

wells, gas mixing equipment, regulating equipment, metering equipment, transportation 

equipment, maintenance equipment, communications equipment, computer systems, land 

and land rights. As of April 30, 2007 the original cost to Delta of its property was 

$184,709,932 as shown on Exhibit A attached hereto. 

(5) Delta desires to renew the existing line of credit in accordance with the 

proposal in Exhibit B. The original loan, attached as Exhibit C, agreement was dated 

October 31, 2002 and matured on October 31, 2003. The loan agreement has been 

modified since then to renew it in one or two year increments at a time and the current 

modification, attached as Exhibit D, matures on October 31, 2007. The proposed 

extension would mature October 31, 2009. Since this renewal has a maturity date which 

exceeds “in the aggregate six (6) years from the date of the issue of the original note” as 

set forth in KRS 278.300(8), Delta is seeking this authorization by order of the 

Commission. Delta requests that the authorization permit it to enter into this 

modification agreement with an effective date of October 31, 2007 and a maturity date of 

October 31, 2009 and also grant Delta the authority to continue to renew the short term 

indebtedness in increments not to exceed two years each through October 31, 2013 (six 

additional years) without further Commission orders in accordance with KRS 278.300(8). 

The line of credit will continue to be used to finance capital expenditures ( 6 )  

and for general corporate working capital. 
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(7) There is attached hereto as Exhibit E the financial exhibit of Delta as of 

April 30, 2007, required by 807 KAR 5:001, Sections 6 and 11, showing (1) the amounts 

and kinds of stock authorized; (2) the amounts and kinds of stock issued and outstanding; 

(3) terns of preference of preferred stock whether cumulative or participating, or on 

dividends or assets or otherwise; (4) brief description of each mortgage on property of 

applicant, giving date of execution, name of mortgagor, name of mortgagee, or trustee, 

amount of indebtedness authorized to be secured thereby, and the amount of indebtedness 

actually secured, together with any sinking fund provisions; ( 5 )  amount of bonds 

authorized, and amount issued, giving the name of the public utility which issued the 

same, describing each class separately, and giving date of issue, face value, rate of 

interest, date o f  maturity and how secured, together with amount of interest paid thereon 

during the last fiscal year; (6) each note outstanding, giving date of issue, amount, date of 

maturity, rate of interest, in whose favor, together with amount of interest paid thereon 

during the last fiscal year; (7) other indebtedness, giving same by classes and describing 

security, if any, with a brief statement of the devolution or assumption of any portion of 

such indebtedness upon or by person or corporation if the original liability has been 

transferred, together with amount of interest paid thereon during the last fiscal year; (8) 

rate and amount of dividends paid during the five previous fiscal years, and the amount of 

capital stock on which dividends were paid each year; and (9) detailed income statement 

and balance sheet. 
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(8) The extension of the line of credit described herein is for lawful objects 

within the corporate purposes of Delta and is necessary, appropriate for and consistent 

with the proper performance by Delta of its service to the public and will not impair its 

ability to perform that service and is reasonably necessary and appropriate for such 

purpose. 

(9) Communications related to this proceeding should be directed to: 

John B. Brown 
Chief Financial Officer, 
Treasurer and Secretary 
Delta Natural Gas Company, Inc. 
3617 Lexington Road 
Winchester, KY 40391 

Robert M. Watt III 
Stoll Keenon Ogden PLLC 
300 West Vine Street - Suite 2100 
Lexington, KY 40507 

J. Gregory Comett 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, KY 40202 

WHEREFORE, Delta Natural Gas Company, Inc. respectfully prays that the 

Public Service Commission enter its Order authorizing Delta to extend the $40,000,000 

line of credit through October 31, 2009 and authorizing Delta to renew the short-term 

indebtedness in increments of no more than two years each for six years or until 201 3 

Respectfully submitted, 

DELTA NATURAL GAS COMPANY, EVC. 

BY: 
v 

Chief Financial Officer, Treasurer and Secretary 
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Robert M. Watt El 
Stoll Keenon Ogden PLLC 
300 West Vine Street - Suite 2100 
Lexington, Kentucky 40507 
859-231-3000 

BY: ,042-4 d= 
Counscl for Delta Natural Gas Company, Inc. 

COMMONWEALTH OF KENTUCKY ) 
) 

COUNTY OF CLARK ) 

After having been duly sworn, John B. Brown states that he is an executive officer 

of Delta Natural Gas Company, Inc. having knowledge of the matters set forth in the 

foregoing Application, that he has been duly designated by Delta Natural Gas Company, 

Inc. to sign and file the foregoing Application on behalf of Delta Natural Gas Company, 

Inc., that he has read the statements contained in the foregoing Application and that the 

same are true. 

d Subscribed and swoni to before me by John B. Brown on the 3 - d a y  - of 

,2007. 

My Commission Expires: 6 / 2 0 / 2 * a P  . 
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CERTIFICATE OF SERVICE 

This is to certify that the foregoing pleading has been served by mailing a copy of 

2007: same, postage prepaid, to the following person on this ____ day of 

Dennis Howard, n, Esq. 
Lawrence W. Cook, Esq. 
Assistant Attorneys General 
Office of Rate Intervention 
1024 Capital Center Drive 
Frankfort, KY 40601 

Counsel for Applicant 
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EXHIBIT A 
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DELTA NATURAL GAS COMPANY, INC. 

DESCRIPTION OF PROPERTY AND ORIGINAL COST 
April 30,2007 

INTANGIBLE PLANT 
Organization 
Franchise 

PRODUCTION PLANT 
Gas Land & Land Rights 
Gas Structures & Improvements 
Gathering Land & Rights 
Gathering Compressor Station Structures 
Gas Well Equipment 
Gathering Lines 
Gathering Compressor Station Equipment 
Gathering Measuring & Regulating Equipment 

STORAGE & PROCESSING PLANT 
Storage Land 
Storage Right-Of-Ways 
Gas Rights Wells 
Gas Rights Storage 
Storage Structures & Improvements 
Storage Wells 
Storage Rights 
Storage Reservoris 
Nonrecoverable Natural Gas 
Storage Lines 
Storage Compressor Station Equipment 
Storage Measuring & Regulating Equipment 
Purification Equipment 
Storage Other Equipment 

TRANSMISSION PLANT 
Land & Land Rights 
Right-Of-Ways 
Smctures & Improvements 
Mains 
Compressor Station Equipment 
Measuring & Regulating Equipment 

53,151 

75,987 
42,950 
7,795 

1,914,741 
814,724 
136,937 

14,142 
177,425 

1,495 

294,116 
360,583 
860,396 

1,881,731 
294,307 

5,091,297 
2,419,643 

363,662 
319,752 
47,209 

220,625 
1,214,357 

182,239 
41,446,901 
2,459,817 
2,838,151 

Other Equipment $ 579,896 
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DELTA NATURAL GAS COMPANY, INC. 

DESCRIPTION OF PROPERTY AND ORIGINAL COST 
April 30,2007 

DISTRIBUTION PLANT 
Right-of-Ways 
Land 
Structure & Improvements 
Mains 
Regulator Stations - General 
Regulator Stations - City Gate 
Services 
Meters 
Meter & Regulator Installation 
Regulators 
Industrial Meter Sets 

GENERAL PLANT 
Land & Land Rights 
Structure & Improvements 
Office Furniture & Equipment 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Compressed Natural Gas Station & Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Mapping Costs 
Computer Software 
Computer Hardware 
Computerized Office Equipment 

PLANT ACQUISITION ADJUSTMENT 

COMPLETED CONSTRUCTION NOT CLASSIFIED 

CONSTRUCTION WORK IN PROGRESS 

GAS STORED UNDERGROUND 

259,182 
63,206 

113,715 
61,607,279 

1,356,370 
480,352 

12,705,190 
9,026,806 
3,157,384 
3,172,248 
1,530,217 

1,038,741 
5,452,189 

135,672 
3,993,362 

36,011 
644,266 
283,352 
215,820 

2,776,999 
443,788 

48,539 
638,509 

2,672,785 
960,042 
269,360 

(580,759) 

2,337,100 

1,550,109 

$ 4,208,069 

$ 184,709,932 
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Branch Banking & Trust Co. 

360 East Vine Street 
Lexington, KY 40507 

June 14,2007 

Mr. Glenn R. Jennings 
President & CEO 
Delta Natural Gas Co. 
3617 Lexington Rd. 
Winchester, KY 40391 

Dear Glenn: 

Branch Banking & Trust Company (“Bank”) is pleased to offer its commitment for the extension 
of the existing line ofcredit (“Line”) to Delta Natural Gas Company (“Borrower”). The terms 
and conditions of this extension are as follows: 

Amount: $40,000,000 

Purpose: General corporate working capital 

Interest Rate: The One Month LIBOR Rate plus three fourths percent (.75%) per annum, 
adjusted monthly on the first day of each month. 

Prepayment Fee: None. Borrowings under the commitment may be repaid in whole or in part 
at any time without penalty. 

Non-Usage Fee: Payment quarterly of a fee based on the unused amount of the Line of one- 
eighth percent (1/8%). 

Repayment Terms: The Line shall mature October 31, 2009, when the entire unpaid principal 
balance then outstanding plus accrued interest thereon shall be paid in full. Prior to maturity or 
the occurrence of any Event of Default the Borrower may borrow, repay, and reborrow under the 
Line through maturity. 

Collateral: Unsecured., 

Loan Agreement: 
Loan Agreement dated October 31,2002, as amended. 

Renewal of the Line shall be subject to the terms and conditions of the 
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Opinion of Coonsel: An opinion of counsel for the Borrower satisfactory to the Bank 

We value very highly our relationship with your fine company and look forward to continuing to 
work with you in this regard. 

Sincerely, 

Branch Banking & Trust Company 

By: 

Senior Vice President 



BB&T 
LOAN AGREEMENT 

EXHIBIT C 
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Delta Nntural Gar Comp3ny,  Inc. 

This Loan Agreement (rhe"Agrcement") i s  made this 3Irt day ofOctober, 2002 by nnd between B M N C I I  BANKING ANDTRUST COMPANY, 
B Noiih Caioiina banking corpomiion ("BanV). and: 

Drlta N i t u i i l  Cos Company. Isc . ,  a Kentucky corporation (%mower''). having i ts  chiefexecutive office at Winchester, Kcnweky. 

The Boiiowcr has applied 10 B m l  for and $lie Bank ihas agiced ?o make. subject to the l c m i  of this Agreement. the following laan(r) (hereinaner 
rcicncd 10,  ringulariy orcoiieciive~y, if more tiisn one, a " ~ o a n " ) :  

Line o f  Crrdit  (%lie ofCredii" oi"Line") in ,he m8Ximuni principul amounl iiot lo exceed 540.000,000 at m y  one time ourscanding for h e  purpose 
o f  Working Capital which shall bc evidenccd by die Bonawer'r Promissory Note dated on or ancr fhc date hcrcofwhich shall mature October 31, 
2003, when ihc entire unpaid principal bnlance then outslanding plur xerued inieicsl thercon rhsli be paid in full. Prior $0 maturity or the O C C U ~ C ~ C E  

of an), Event of  Default hereunder and subject to any Bonowing Barc limiialion$. 8s applicable, the Bonowei may bonow. repay, and rebonow 
under ihc Liix of  Credit iltmugh maturity. The Line o f  Credit shall bear inweit  at ihc rote sei f m h  in any such Note evidencing all or any portion of 
$lie Line of Credit, the terms ofwhich a m  incorporated herein by icfeicncc. 

Section I Coiiditions Preccdent 

The Bank I h d i  not bc obligated to inake any dirburremesr o f  Loan piocecdi until 811 of !:le feliowiiig conditions haw bcen satisfied by proper 
evidence, execution. andfor delivery lo the Bank of the  following item$ in addition lo l l i i i  Agrecmcnt, all in form and subriance rxirfactory io #he 
Bank and the Bank's counsel in their d e  discrelion: 

Note(r): Thc Notc(i) evidencing the Loanr(i)duly Executed by the Bonowcr. 
Corporntc Ilerolution: A Corporate Resolution duiy adopted by the Board o f  Directors of the Bonowrr authorizing the cxccution, delivery, and 

,\I-tidcs of lororporatlon: A copy of the AriiCICs o f  Incorporation and all other charier documents of !he Borroww. all filcd with and certified bv 

By-Lnw: A copy o f i l r  By-Laws of  the Bonower, ccnifted by the Sccielary oilhe Borrower as 10 their completencrs and accuracy. 
C c n i f i a l e  811 Incumbency: A cenifieuie o i lhe  Sccieiaiy of ihc  Bonowri certifying the names and true signatures ofthe officers of the  Borrowcr 

Account Number 9580219605 

performance ofilic Loan Documents on or in a form piovided by or acceptable to Uank. 

the Secretary of State ofthe S m e  oflhe Bonowci'r incorpocation. 

rulhoiircd 10 s i n  ihc Loan Dncamcnis > 
~~~ .. .. . D..~~..~ ~. 

Cwtificite of  Exirteiire: A cci t i f ic i i ion o f  llic Scciciary o f  State (or other goveinmen1 auli,orily) of the State o f  thc Bonowcfr lniorporaiian ot 

Oignniraiion as to !lie cxittciice or gooil ilnnditig ofilie Donowerand its ehartcrdociiiiicntr on filc. 
Oi,inion of Counsel; An ooinion o f  coiiiiiel for ihe Bonower si i isfmorv to ihe Bank and the Bank's COU"IEI. , 
Addilionnl 1)ocumml~:  Rcceipi by ilic Bank afoihei  uppiovalr. opiniokr. oidocumenir ar the Bank mayrcaronably request. 

Section 2 iluprcrentatianr and W ~ r r n n r i c r  

The Bonowcr reprercntr and r v a n m s  io Bank that: 
2.01. Finnnclni Sl-~temmts. The balance shcei ofthe Borrower and i t s  subsidiaries. irony. and Ihe rclatcd Statements of I n c o m ~  and Retoioccl 
Cnriiingr of  chc Bonowrr and i t6  subsidiaries. i i l c  u c m ~ p m y i n ? :  fooinoier logelilcr with !he ~ ~ c ~ ~ m t e w t ' s  opinion thereon. and 011 other financial 
information previously furnirhed to i l i c  Bank. arc in all maicrial rcspects tmc  and co r re~ t  nnd fairly refleet the financial condition of the 
Borrower and its rubridintier a i  of the d a m  ,hereof. ineluding 811 contingent IiabilitieS o f  cvery type rquiicd undsr Generally ~ c c c p t e ~ l  
Accouniing Principles (CAAP) IO be includcd ihcrcunder. and i t i ~  financial condition of the  Bonomr and its subsidiaries as stated thercin 1w< 
not chsngcd materially and advcrrcly since the date Bereof. 
2.02. Name, Capacity and Standing. The B o n o w ~ ' ~  cxact lcgal name is correctly stated in the initial paragraph of the Agreemeni. Thu 

organimtion; that it and/or ihs subridiarier. i f  any. are duiy qualified and in goal standing in cvery other state io which the nature o f  their 
burinerr shall rcquirc such qualification. and arc csch duly authorized by their board ofdirecton to enter Into thc Agreement. 
2.03. No Vio13tion of Other Agreements. The ~xeeution of the Loan Documenlr. and the performance by thc Bonowcr thereunder will swt 
violate m y  material provision, as applicablc. of ih inieles of incorporation. bylaws, anicles of organization. operating agreement, agreemcni d 

upon the Bonower, or give cause for thc ~tcclcmticm of  any of thc  rerpectivc obligations ofthc Banowcr. 
2.04. Authority. All authority from and approval by any federal, ~ t i t c ,  or local govemnicntal body, commission or a n c n c ~  neee6rary to $he 
making. validity, or enforceability orthir Agteemcnt and thc other Loan Documents hor been oblnincd. 
2.05. A s ~ t  Ownership. The Bonower has good and marketable t i t le to all of the propertics and a s s m  rcflectcd on the bslsnce sheets ;ind 
financial rratemenir furnished LO the Bank. and ell such propenics and m c t s  are free and clear of  mngager. deeds of trwl, pledges. liens. itnd 
a l l  othcr encumbrances e x c c ~ t  PI mhowise disclosed bv such financial $&aLemmts 

. .  Bonowcr wanants and reprerents (hat it is duly organired and validly existing under ths laws of it6 respective  tat^ of incorporation o i  .. .., 

panneirhip. limited panncirhip or limited liability pannership. or, of any law, other agrecmenl, idcnture, note, or oihcr instiumcnt bindinq . .  

2.06. Discharge 111 Llenr and Taxer. The Borrower and it6 subsidiaries, if any, have filed. paid. andlar discharged 811 taxes or other clsimf 
which may bceomc u lien on any ofthcir ierpcctivc piopenier orasels, excepting to the extent that r m h  itcm are bcing appiopiiaiely contencd 
in goad faith and for whicb an adequate rcscrvc (in an amount acceptable lo Bank) lor the paymcnt tltcreof is bcing maintained. 
2.07. Regulation D. None o f  the Loan proceeds shall be used d imf ly  or indirectly for the purpmc of purchasing or canying any margin stock 
in violtion of thc provisions of Regulation U ofthc Board ofGovcrnoir af thc  Federal Reserve Systm. 
2.08. ERISA. Each cmployec benefit plan. as defined by the Employee Rctircmcnt lncomc Securiry Act of 1914, as ammded ("ERISA"), 
maintained by thc Bonower or by any subsidiary of the Borrower meets in all m a t ~ r i a l  respects, s of &e date hereof, the minimum funding 
standards of Seclian 302 of ERISA. 311 opplicabk rcquiremcntr of ERISA and of the lntcmal Rcvcnue Code of 1986. BI amcndcd. and no 
"Reponible Event' nor "Prohibited Transaction: (ardsfined by ERISA) has occurred with resp~ct to any such plan. 
2.09. Lltlgatloo. There is no claim, retion, suit or proceeding ponding, (to the knowledge of Bomwer) thrcatcncd or rcaranably anticipated 
before any  COY^, commission, adminirfrstive agency, whether State or Federal, or aibiaaiion which will matcridly adversely affect the financial 
condition. operations, piapmicr. or burinerr ofthe Borroww or is subsidiaries. if any, or [he ability of the Borrower to pcrform its obligations 
under Ihc Loan Doeumcntr. 
2.10. O t h c r  Agreements. The rsprcscnlationr and wananties made by Borrower to Bank in the other Loan Documents are tiuc and concct in 
all material rcrpccs on thc date heicof. 
2.1 I .  Binding nnd Enloxrable. Thc Loan Document& when axccuted. shall con6titutI valid and binding obligations of !he Borrowsr, the 
cxcciitien ofruch Loan Documents has been duly authorized by the partics thercto. and are enforceable in aecordancc with their ttm, except as 
may bc limited by bankruptcy, insolvency, moratorium, or similar laws affecting creditors' rights gcnnally and by general cquilablc principle< 
2.1 2. Commcrdsil Purpose. The Loan(r) arc not "consumer transactions". as defined in thc Kentucky U n i f o n  Commercial Code. 



LOAN AGREEMENT 

EXHIBIT C 
PAGE 2 of 4 

Sccrlon 3 AffirmzllveCovcnanlr 

nlc Borrowci eovenanlr and agircr h a t  from the date hrreofmd until pvymcnt in full o f  all indebtedness and performance of all obligations w e d  
under the Loan Ooeumcnts. Bonownrhall: ~. ~ ~ 

3.01. M&tnln Exlrrrnee and Current Legal Form of Burinrrr. (a) Maintain its existence and good standing in  the s t w  or its incorporation 
or organization, (b) maintain its current legal form of business indicilcd above, and, (c), 81 applicable. qualify and remain qualified ar a roieign 
cornomion. a t n ~ r a l  oarlnershim limited tmtncnhip.  limited liability parlncrrhii, or limited liability ComosnY in t@d iuiirdiciion in which such .~ . . .  
qu&ficatio";s requited. 
3.02. Malnlaln Records. K c q  adequate iceorda and books of  account, in which eompleie entries will bc made in accordance $uith GAAP 
eonrirrcnily applied. ienmingall  nnancinl iims3ction6 or thc Borrower. 
3.03. Mnl,,trla Propcrtier. Mainlain, keep. and piereivc 311 Of i t $  propcrtics (IangiblE and intangible) including the co l l~ le i i l l  necessary 07 

urcful i n  thc conduet ofitr business in m o d  workinn ordcr and condition. oidinaw W ~ P C  and tear execntcd. 
3.0~. conouct or B U ~ I ~ W .  ContinuGo cngagc in"& burinersofthe sade gencrii type as now eo&ted. 
>,OS. Maintsh  Insurance. Miintoin insurance with financially round and repalable insurance companies or arrociationr in such  mounts nnd 
covrring such risks as arc usually carried by eompanicr cngagd in the samc or B similnr business, and burinerr interruption insurance if 
rcqvircd by Bank, which inburawe n a y  provide for rearonable deduetible(s). 
1.06. Comply Wltll Laws. Comply in all nmerial rerpectr wiih all spplieable laws, iulef, iegulntionr. ond order3 including, without limitoiion, 
paying bcfoie the delinquency ofa l l  l a x q  ssrerrmcnls. .md governmcntul charges imposed upon i t  ar upon i t $  piopeny, and all environmental 
law$. 
3.07. Right of Inrpcctlon. Pcmii thc officcrr and authorized agcntr ofthe Bank. at any reasonable time or Limes in the Bank's soledireretion, 
Io C w n i n e  and makc copier ofhc records and books ofa~couni  or, to visit thc pmpertlcr Of the Bonowcr, and to discuss such matters with any 
oflieers, dircstoa, managers, mmberr or portrtcrs, limiicd or generol ofthe Borrower, and the Bonowds independeni accountsnt 8s the Bank 
drcms ncccsrary and proper. 
3.08. Reponing Requlrcrnentr Furnish to :hc Bank 

..;. ,., .. 

Quanerly Flnancld Slaltmenlr: A$ soon a i  availablc and not mom than r m y  five (45) days anti the end ofcach quertcr, balancc 
rhrctr, statements of incorn, cash Row, and iaaincd earnings for the period cndea and a statement ofchanges in the financial position, ail 
in icasonable dctail. and all piepaicd io accordance with CAAP conrirtcntly appiicd and certified as true and C O ~ C C I  by an  oflicer the 
Bonowci. a$ appropriate. 
Annual Flnnncinl Stntrminir: AS soen available nnd mi mort than one hundred tweniy 020) days after the end of tach fiscal year, 
balanec sheets, Itiltcmcots of income, and retained esmingr for Ihc period ended and a Strtemcn: of changer in the finsocial position, all in 
iesionablc detail, and all prcpaicd in uccoidonee with GAAP conrirtcnily applied. Tne  financial statements must be of the rollowins 
T"",.., -. - 
Not1c.c of Lltlprtlon: Promptly vner $he receipt by the B O ~ ~ O W  of noiiec or complaintior any action, sui!, and proceeding beroore m y  
c a w  or administintive q m c y  of any t)pe which. ifdetcrmined advericly, could hove B mmii i i l  adverse effccct on chc financial condiiion. 
propcnics, or operations oflhe Bonowcr. 
Notice Of Default: Promptly upon difeovery or knowledee $hereof. noiice of ilx existence or anv w c n i  of d c h l t  under this Anrscmeni 
or m y  other Loan Doeamcnlr. 
Oiher informallon: Suihoiher inroormaiion a i  ihc Bank may from time IO lime iearonabty request. 

3.09. D<portI ACFOUnIE. Msinein rubrtnntirlty all of its demand deporiVoperating l e c o ~ n i s  wiili the Bank. 
3.10. Srnlor Mnnagcment: Nochange in Senioi managemcnt shall occur that ii anacceplable to the Bank. 

Soe:Ion 4 Evmir of Dclault 

7hc followinprhall be "Events ofDcBult" by Borrower: 
4.01. The failure to makc prompt paymcnt or any iniialimeni or principal or i n i e i ~ ~ t  on m y  or  the ~ o i e ( r )  in accordsncc with ihe tcrml 
eonditioiii or the Nolc(r). 
4.02. Should m y  rcprcsentaiion or warranty made in the Loan Docurnrnlr prove ,e be fnlre or misleading in any mateiiil ieipect. 
4.03 Should m y  rcpon, cenificate, financial ~ioternent, or oihri documenr rmirhed prior lo the execulion of  or purrttaot io the tmms or ihir 
Agiecmmt prove to be false 01 mirleading in any material rcipcci. 
4.04. Shwld the Borrower defaalt on the pchormsnce ofany other obligation ofindebledndrr lo the Bvnk or Io any third party when due or in 
ihe pcrformsnce of any obligation incurred in conneelion with moncy borrowed, and the d,:fault remaios uncured for a pciiod of $en (IO) days 
oncr notice from Bank 10 Barrowm 
4.05. S h d d  the Bonowei brcnch m y  maleiid covenant. condition, or agiecment made ivader any of the Loan Documcnts, and ,he breach 
remains iincuicd for a pcriod d i m  ( I  0) days anci notiec from Bank 10 Boiiowrr 
4 . 0 6  Shmuld a custodian bc appoinled for or iakc porresrio,i o r  any of all  of the i)iscis o f  the Borrower. or should the Borrower either 
vd~nmr i ty  or involuntarily become rubject $0 any insolvency i,iocecding, including bccoming a ,deblor under the United Staics Bnnkiuptcy 
Code. any proceeding IO diriolvr $he Bonowei, any proceeding 1 0  hare a receiver appoinled, or should #he Borrowcr makc an oirignment for 
Ihc benrfit o i  crediton, or should ihcre be an 3 i i a thmnt .  cxccuiion, or othci judicial seizure or id1 or any ponion of the Borrower's BSICIS. 
ine1udiq:an i ~ i i o n  or proceeding to seize any funds on dcposii with !he Bank. ond mch ieiziirc if not discharged within 30 days. 
4.07. Should final judgment for the payment of money be rendcicd againsr thc Bonowci in EXCCSS of 5100.000 which io not covcrcd by 
insurmc.: m d  shall remain undircharscd io? D period of 30 days unless ruth judgment or execution thereon bc cffectiveiy wyed. 
4.08. Upon the dcath of. or ternination orexirrencc or, or dissolution O C  any Borrower. 
4.09. Should (he Bank in good railh deem itself, i is liens and reciiiiiy inieie~ts, i l m y .  or any debt thereunder u n i a k  or inietuie. or should !he 
Bank believc in good faith that thc piorpec! orpayment orany dcbr or other pcrlormrncc by the Boiiowei is impaired. 

Section 5 Reinrditr Upon Default 

Upon ihc o e ~ i n e n c e  of any ofihe above listed Evcnii ofDehult. ilic Bank may at m y  time Ihercafiei. a< iis oplion. fakc any or all of the foilowing 
actions, ~1 thr I B ~ C  or at different time: 

5.01. Declare the bslancr(s) of ihs  Notc(r) to be immcdisicly due and papble, both 2s io principal and intwert, without presenimcnt, demand, 
protest. or notice of any kind, all ofwhieh arc hereby expressly waived by Borrower, and such balance(s) 511111 accrue iniciest 81 thc Deravli 
Rate an jlrovidcd herein mil paid in fuli: 
5.02. Require the Bonowci 10 plcdge ~ ~ l l s t ~ i a l  10 Iht Bank from six Bonowci'r asscis and ipropeilicr, the accepiabiliiy and sufficiency oriuch 
col la tcn i  10 hc detcrmincd in the 8mVs sole direretion; 
5.03. Tu.;* inunidiatc posrerrion ofand foreclore upon any or all co l l~ i c ra l  which may be grmicd io Ihe Bank i l s  ricuiiiy lor i i i e  indebiedncrr 
nnd obli:;utionr of Bonowcr undrr !he Loan Documents: 
5.04 .  Exsc ir i  any and a l l  olhcr right$ und iemcdics zlvailabie 10 she Bank under thi lerms o f t h e  Loan Documcnlr and upplicnble bow, including 
the Kentucky Uniroim Commeicial Code; and 
S.05. Any obligation ofthe Bank io ndvance k n d r  10 llx Bartower or any other Pcrron under the terms of ihe  Note($) and 811 oihei obiigotionr, 
i iany, o f i h r  Bank endci ihc Loan Dociiinenls shill immediately  ease and icrminatt u n l e s ~  and unlit Bank rhatl reinstalc such obligoiion in 
w i h g .  
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f,OAN AGREEMENT 

S w i m  6 Negrtivc Covenants. 

The Borrower covenantrand agrees that from the dale hereofand until payment in full ofall indebtedness and pciformsncc ofal l  obligations owed 
undtg ,he Loan Dociimena, Borrower shall not: 

6.01 Dirparltion of ASSCIS. Scll. assign. ieasr. convey or iirnifcr or otherwise disporc of a mieri31 parrion of iii assets oiher than in thc 
oidinsry C O U ~ E D  of its business. 
6.02 Canrolldationr mtl Meigcrr. Merge, condidvie wiih 01 inio my  other enlityorolhenvisc dirporc oftubrtlintiallyvil arils asset$. 
6.03 I I IU~EP of Stork. l h v e  any o f  i ts stock io the public or in an cxmpt  tianmction whereby such iisumces in the aggregate exceed ihiny. 
five percent (35%) ofihe Boiiowcr'r currently authorized and outrtsnding sharer ofcommon stock. 
6.04 Aceumulatian ofStock. Have any perron oirntiry or a group ofamliaied perrons or cntitics. hold more than nvcnlypeiecnt (20%) o f  
111c then outstanding shares o f  Bono~vc i  coninion rioik 

Sectioii 7 ~ i rec l lancow Proririoilr 

7.01. Dcfinitionr. 
" Ikfaul t  Rile'' sliii l i mean 5 rate o f  interest equal IO Bank's Prime R m  pius five percent (5%) per anntlm (no1 to m e e d  the i e g l l  
i iwimuni ruie) from and oriei the dale of an Event o f  Default lheieuodei which :I#vli apply. in $he Bank's sole discretion. to a l l  r i l n , ~  

owing, including principal and intcie$i, on ruth dalc. 
"Loan Docarnrntr" shall mean ihir Agrcemea inciuding anysclicdule atiached hercto. the Note(r), and a l l  oiheidocumentr, eeilifica~es. 
and instruminis exccuicd in C?nncciion ihmewith, and a i l  r ~ n c ~ r a l f ,  cxlmioni. modifications, rubrlitutioni, and replacements thereto and 
therefox 
''Perron" shall mean an individual, pannenhip, eoipoiacion, trust. unincovoiated organization, limited liabiliiy company. lin>iietl 
liabiiity pannerrbip, association, joint venture, or a govcinmcnt agcncy or political subdivision thereof, 
"CAAP" shall mem gencrnlly acceprcd aecouoling principles as enablirhed by the Financial Accounting Standards board or h c  
Americm In%iiiuic o f  CeniOed Pubiic A~eovni in i i ,  05 amcndcd md rupplcmenied from time to time. 
"Prime R m "  sl ia i l  mean ihc r m  orinieierl pcr annum announced by the Bank from time to time and adopted 8s its Prime Rate, which ii 
one ofscveral raie indexes employed by the Bank when extending credit, and may nM necersarily be the Bank's lowest lending me. 
"Commiltrd Line Amount" rhail mean Ihe amount of Fony Million Dollars (SSO.OOO,OOO) or in the event the Borrower mercises its 
option to ieduec [he 3 m w m  ofthc line under Section 7.16 hereof, i t  shall be the amounl of Fany Million Dollair (S40,000,000) ICSI the 
reduction amount. 
"l'crm" shall niem u period ofiin,e commen<ing on t i le execution ofthir Agrccmtnt und continuing ihiough October 31, 2003 Unless 
eaiiier terminated oi exteodcd in accordance with ihc icrms and conditions hereof. 

7.02. No"-impairem. l f m y  one or mere provisions contained in the Loan Docum&r shall be held invalid, i l lc~al ,  07 unenforceable in any 
ieipcct. thc validity. Icgality, and enforceability of the remaining provision$ iom ined  iheiein shall not in my  way be aflccicd or impaired 
thereby and shall athcrwire reinsin io full foice and e N m  
7.01, Applicable Law. The Loan Documents rhsli bc coiirirued in sccordnncc will) and governed by the iaws of the Commonwcahh of 
Kcmucky wiilmut ieffrcncc to i t s  priociplcr ofconflicts o f  law or choicc of law. 
7.04. Waiver. Neithci thc failure or any delay on the pail of the Bank in exercising any right. powcr or privilege granted in the Loan 
Dacumcntr shall opcraie 31 s w a i w  ihereof, nor shall any single or parlid cxerciie ihcreofpreclude any other or funhci e w c i r t  of any other 
righr. POWIT. 07 privilege *hich may be prorided by law. 
7.05. Modliic8tlon. No modifimion. amendment. or waiver of any provision of  any of the Loan Documentr shall bc cflcetive unless in 
wi l ing and signed by the Borrower and Bank. 
7.06. Stamps and Frrr. The Bonower shall pay all rcdcral or Slate stamps, laxes. 01 other fees or charges, if any are payable or arc determined 
lo be pryable by ~ C J S D ~  o f  the execuibn. delivery, or issuance of the Loan Documents 01 m y  security granted IO thc Bank: and the Borrower 
agrees io indcmnify and hold harmless the Bank against any and all liability in rerpecr rhcreof. 
7.01. Attorneys' Fees. l o  the event the Boirowcr shall default in any of its obligationr hereunder and the Bank believer i t  nceersary to employ 
an attorney to assist in thc enfoicemer.t or w1Icctim oflhe indebtedncss ofthc Boirowcr lo the Bank. to cnlorec the r e m  and provirions or the 
Loan D~tument~.  10 modify the Loan Documents. or in the event the Bank voluntarily or othewise should become J pany to any suit or legal 
proceeding (including a proceeding condusird under the Bankruptcy Code), the Boirowrr agrccr to pay the roaronable sttomcyr' fecs of the 
Bank and a l l  related EO% of collection or enforcement that may be incunod by the Bank. The Bonowcr shall bc liable for such attorneys' fees 
and coils whether or not any suit or procecding is actually commenced. 
7.0s. Right o f  Offsci. Ally indebtedness owing from Bank to Bonawer may bc ret off and applied by Bank on any indcbtednssr or liability of 
Borrower to Bank. at any time and from time to timc aner maturity, whether by a~~eleratian or otherwise. snd without demand or notice to 
Borrower. Bank may sell panicipations in or make arrignmcntr ofany Loan mudc under this Agreement, end Borrower agrees that m y  such 
panicipant or assignee shall have the Same right ofretoirar is granted to the Bank herein. 
7.09. Modincntion and Rencsrl FCCS. Bank may. at i t 6  option, chargc any fecr for modikation, rcncwai, extension, or amendment ofnny 
tcmx oflhe Notr(s) not prohibitfd by Kentvcky law. and as othewire prmittcd by law if Bonowver i s  locstcd in anoihrr I~PIE. 
7. IO. Conflicting Provirions lfprovirionr ofthis Agicemcnr shall conni.:l with m y  tcims 01 provisions of any of l e  Note($. tho provisions of 
such Notclr) shall take prioiiiy over any provisions in ihir Agrement. 
7.1 I .  Notleer. Any notice prrmitied or required thy the prwidons o f  thzi Agrccmcnt shall bc d e m t d  to have been givcn when delivered in 
writing IO the City Executive ,+r m y  Vice Pieridcm uf the Bank at its oficer in Winchester, Kentucky. and lo tho Chief Financial Omeei of the 
Borrawci :it i t s  officer i n  Winchester, Kcntucky, wlicn sent by cenificd mail and return rcccipi rcquested. 
7.12. Canrent to Jurlrdictinn. Borrower hereby irrevocably agrcer that any legal action or pr0cecdir.g arising OUI of or relating IO this 
Agicemcm may be inrtiiuicd in any Kentucky stale coun or federal coun rilring in the state of Kmlucky, QT in such other appropriate C O U ~  and 
venue a$ Bank may choose in its sole discretion. Bomower E O ~ P C ~ I S  16 thc jurisdiction of such E O U ~ S  and U~IVII any objection relating to the 
basis for personal or in rcmjurisdiction 01 to venw which Bonower may now or hsreaner have in m y  such legal action or procccdings. 
7.13. Countcrpanr. This Agrecmcnt may bc cxccuted by One or more panics on any number of separare eountclpam and all of such 
coumrrpaitr mkcn togrthcr shall be deemed to constitut~ onc and the samc instmment. 
7.14. Fees. Payment quarterly of an unused avsilabiiityfce equal to three tenths ofone perccnt (0.30%) efthe unused rvaiiability orthc Lint of 
ercdit. Unwed availabiiiiy is csleulatrd by rubtmaing thc average outstanding principal balancc for the previous ninety (90) days fram thc 
Cornmittcd Lins Amount. In addition, Eonouler h a l l  pay all attorncys' and dated legal few and other costs, if any, incurred by Bank in 
ionneclinn with the mkiug, documcnring and closing orthe Line. 
7.15. Advancer and Repayment. Funds shall bc advanced under the Line at Ihc request ofan authorized ofiicerofthe Bonowcr, which shall 
be made in writing in a form acceptable to the Bank. Prior to malurity or an Even! a i  Deiault hereunder. Borrower may bornow, repay, and re. 
bonow under the Loan. 

. . .  

. .  

. ,  . .  
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::: : 



EXHIBIT C 
PAGE 4 of 4 LOAN AGREEMENT 

7.16. Option to Reduec Amount Availablc. AI !he Qoiiower'r option. the Bonower has a one.limc option 10 reduce the amounl oflhe ''Lioc" 
ollcrcd heicunder a? any fime during ihc Tcrm. Wiicien notice o f i i i c h  cxcrcisc. inciuding the amount ofruch icdueiion. l h d i  be delivered by the 
Bonowcr 10 $he Bank. Nolwiihrianding the provisions afforded under the paragraph Advanc~s  m r l  Repayment above. thc Commiitcd Line 
Amount will be redueid by lhc amounc ofthc reduction, ihcreby amending the Commiited Linc Amounl available 10 the Borrower for Ihc 
remaining Term. Ai no time shall the Commitled Lips Amount fall below $10 million. Exercising lhir Option will reduce she unused 
availabilily f e t  on that portion ofthe Line no longer available lo the Borrower, effective wiih the dale the Bonowcr's witlen notice, if any, i s  
received by the Bank. 
7.17. Indamnlneation by Borrower. Excepr for claims, damages. liabiliiier and expenisr rriring' from Bank's gioir negligence or 
misconduct. Qonower agree% 10 indemnify and hold hamlcrr Qank from and against any and dl claims, damagrr. liabilities and expenses which 
may br incuncd by or arrencd ogrinri Qank in conneoion with any proceeding arising out of h i s  commitment or Bonowci's use of the 
proceeds ofthe Line. 
7.18. Entire Agrccmeal. The Loan Doiunienlr embody Ihc entire agreement between Boiroivcr and Bank will) ~ C I ~ C C I  lo  the Loanr. and them 
sic  no o i ~ l  or pard agieementr exisiing bciivren Bunk and Borrower wilh rerpect $0 ihc Lovnr which are no1 expiersly scf forih in Ihe Loan 
nocumentr. 

. .  

IN WTNESS \WEREOF. die n m k  and iloiiowci IUYC caurcd ihi i  Agreemen1 Io be duly executed under seal ail a8 ofthe date l i i s l  above wilten. 

L l O W O W W :  

DELTA NATURAL GAS COMPANY, 1NC. 
Nan= o r c o ~ o n i b a  

/ & R. lr,ilill AiiCSl, By: 

Title: Chief Financial Omcer Tilie: Prcrideni ' f C E  0 

BRANCH BANKING 

.- 
A l l C S  By: 

.?,,> /".*..4.....- ,~ &d#;- 
/ '  

Titie: ... Title: 
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'3580219605 
Customer Number 
00003 
Nole Number 

BB&T Addies$ 3617 LEXINGTON RO 
WINCHESTER, KY 40391-0000 

MODIFlCATlON AGREEMENT 

8- 40 000,000.00 
Orioinsi Amaunlof Note 

1013112002 
Orioinal Date 

$ 40.000.000.00 
Modification Amount 

81l212005 
Modification Dale 

Wcm~sssth: Whereas. Boiiower has exccuted and deiiverad to Bank the foiiowinp documents (wlledively. 1he.LOan DocumentS'l: 

(a) a Promissory Note payable lo Bank, which Piomissory Note includes Ihe original Promissory Note and Addendum dated as of Odober 31, 2002, in 
ihe lace principal amount of S4O.OOO.OOO.W and all renewals, enensions and modifications thereof. mliedively 'Promissory Note". said Promissory 
Note being more paniculany idenlilied by dewnplion of the original note above; 

(b) a Loan Agreement dated Odober 31. 2002 (hereinaner 'Loan Agreemenf); and 

Bomower and Bank agne that said ~ o a n  oowmeots be modified only to the limited extenl a5 is hereinaner set forth: that all othei terms. conditions, and 
covenaols of the Loan Documents remain io fuil force and elfed, and thal all ofher obligations and mvenanlr of Borrower. except as herein modified, 
shall remain in lull force and effed. and bindmg belween Borrower and Bank: 

NOW THEREFORE, in muluai consideration of the piemirer. the rum of Ten Doilarr ($10) and other good and valuabie consideration. each to the other 
parties paid, the pad01 herela agree that 

I .  

INTEREST RRTE. PRINCIPAL AND iNTEREST PAYMENT TERM MOOlFlCATlDNS (To the extent no Change Is mads. existing 1Wmr Continue. 
Sections not completed an) deleted ) 

The Promissory Note i6 amended as heninsner described: 

a. 
m 
t3 

b. 

2.  

a. 

b. 

Principal and b1are.t are payable a* lollowb: 
Principal (plus any accmed interest not otherwise scheduled heiein) 1s dueinfull atmsturityon 

Accrued inteiesl is payable MDnthlV conunuing on November 30.2005 and on the same day of each calendar 
period lheieaflar. With one h a 1  payment of all remainiog interest due 00 

The eighth g rma t i ca l  pafagraph on page 1 d l h e  Prombsary Note is hereby amended and testaled so as to read h b entirety a$ followr: 'This 
note ("ole') Is given by h a  Borrower h mnnedion wilh a Loan Agreement beween the Borrower and IhC Bank dated Odober 31. 2002 (a5 
amended by that cenab Modifrtim Agreement behveen *io Bank and Ihe Borrower daled Odobei 31. 2003; and that cerlain Modification 
Agreement d a w  Wober  31,2004) all PI executed by the Bonowr.' 

The Loan Agreement is amended as hereinafter described: 

in the parsgraph on page 1 of the Loan Agreement, tilled 'Line Of Credit'. h e  dale 'Odober 31,200T Is hereby deleted and !he dale 'Odober 31. 
2001' is inserted In lieu thereof. 

inSedioo7.14'Feer'. ~hreeledhrolonepercent(0,30%~ir herebydeleled and'oneeighlhhfonepereenl(0.125%~isinre~edlnlieuthereof. 

Onober 39 2W7 

The Bank may, st as option, charge any fees for the modi i t ion,  renewal. enension. or amendment or any or the tern ldme Promissory ~ote(s) as 
pennmed by applicabk law. 
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Fmm and sHer any went 01 delauit under this Agreement. the Promissory Note. or any related deed of I N S t .  recuiily agrcemenl 0, loan agreement. 
interest Shalt accrue on the sum 01 the principal balance and accrued inteiest then outstanling at the varisbic rate equal 19 the Bank‘s Prime Rate pius 
5% per annum (“Deiauit Rate7. provided that Such rate Shall not exceed at any time the highest rate of inlarest pcmiined by lhe laws of the 
Commonwealth of Kentucky: and funher that I w h  rate shall apply a h  judgemen:. In the event of any default. the then remaining unpaid principal 
amount and accrued but unpaid Interest then outstanding shall beas ihtcieI at the DcfauX Rate until Such principal and Interest have k e n  paid in lull. 
Bank Shall not be obligated to accept any check, money order, or other payment Inrimen1 marked .payment in fuii’ on any dirpvted amount duo 
hereunder. and Bank expressly leseweo the right to rejed all Such payment lnrtnrmentr. Borrower agrees that tender Of ils check DT other payment 
instrument 50 maiked wilt not ratirh 01 discharge its Obiigation under this Note. disputed oi otherwise. even t such check or payrncnl ins!mment is 
inadvenentiy processed by Bank unless In f a d  Ouch payment Is in l a d  ruiflcienl to pay the amovnldoe hemunder. 

DElTAW\TURALGAS COMPANY, INC 

BPANCHBANKINGAND TRUSTCOMPANY 

Page 2 of 2 

::: : 
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Page 1 of 8 

DELTA NATURAL GAS COMPANY, INC. 

AMOUNT AND KINDS OF STOCK AUTHORIZED, 
ISSUED AND OUTSTANDING 

APRIL 30,2007 

Common Stock, par value __  Authorized - 20,000,000 shares 
$1 .OO per share Issued and Outstanding - 3,273,082 shares 

Cumulative Preferred _- Authorized - 312,500 shares 
Issued and Outstanding - 0 
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DELTA NATURAL GAS COMPANY, INC. 

LONG-TERM DEBT OUTSTANDING 
AND MORTGAGE DESCRIPTIONS 

APRIL 30,2007 

There are no mortgages outstanding. 

The following long-term debts are in existence: 

(1) On October 18, 1993, as authorized by Delta’s Board of Directors and approved by an 
Order of the Kentucky Public Service Commission, Delta issued $15,000,000 of 
unsecured 6-5/8% Debentures that mature in October 2023. The proceeds were used to 
repay short-term debt. On May 8, 2006, these Debentures were redeemed by the 
Company. A total of $10,169,000 was outstanding on the call date of May 8, 2006. 
Interest paid during the 12 months ending April 30,2007 was $69,241. At April 30,2007 
there was no unamortized debt expense associated with these debentures. Jp Morgan 
Trust Company, NA. was the Trustee and interest-paying agent for these debentures. 

On March 27, 1998, as authorized by Delta’s Board of Directors and approved by an 
Order of the Kentucky Public Service Commission, Delta issued $25,000,000 of 
unsecured 7.15% Debentures that mature in April 2018. The proceeds were used to repay 
short-term debt and to redeem the Company’s 9% Debentures that would have matured in 
201 1, in the amount of $10,000,000. On May 8, 2006, these Debentures were redeemed 
by the Company. A total of $23,672,000 was outstanding on the call date of May 8, 
2006. Interest paid during the 12 months ending April 30,2007 was $173,956. At April 
30, 2007 there was no unamortized debt expense associated with these debentures. The 
Bank of New York Trust Company, N.A. was the Trustee and interest-paying agent for 
these debentures. 

On February 18, 2003, as authorized by Delta’s Board of Directors and approved by an 
Order of the Kentucky Public Service Commission, Delta issued $20,000,000 of 
unsecured 7.0% Debentures that mature in February, 2023. The proceeds were used to 
repay short-term debt and to redeem the Company’s 8.3% Debentures that would have 
matured in 2026, in the amount of $14,806,000. Each holder may require redemption of 
up to $25,000 of the 7.0% Debentures annually, subject to an annual aggregate limitation 

(2) 

(2) 
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of $400,000. Such redemption will also be made on behalf of deceased holders within 
sixty days of notice, subject to the annual aggregate $400,000 limitation. If the Company 
elects to redeem Debentures in the first year after February 1, 2007, it must pay 102% of 
the principal value of the Debentures. If the Company elects to redeem the Debentures 
during the next year, it must pay 101% of the principal value of the Debentures. After 
February 1, 2009 redemption of Debentures will be at 100% of their principal value. 
Restrictions under the indenture agreement covering the 7.0% Debentures include, among 
other things, a restriction whereby dividend payments cannot be made unless 
consolidated shareholders’ equity of the Company exceeds $25,800,000. Interest paid 
during the twelve months ending April 30, 2007 was $1,399,300. At April 30,2007 there 
was $1,533,681 of unamortized debt associated with these debentures. The Bank of New 
York Trust Company, N.A. is the Trustee and interest-paying agent for these debentures. 
The balance at April 30,2007 was $19,990,000. 

On April 6, 2006, as authorized by Delta’s Board of Directors and approved by an order 
of the Kentucky Public Service Commission, Delta issued $40,000,000 of 5.75% Insured 
Quarterly Notes due April 1, 2021. These proceeds were used to redeem Delta’s 
outstanding 7.15% Debentures due in 2018 in the amount of $23,672,000, Delta’s 
outstanding 6.625% Debentures due in 2023 in the amount of $10,169,000 and to reduce 
our short-term indebtedness. The Company may redeem all or part of the notes at any 
time on or after April 1, 2009. If Delta redecms fewer than all the notes, the trustee will 
select by lot the particular notes to be redeemed. Restrictions under this indenture 
include, among other things, that dividend payments cannot be made unless consolidated 
shareholders’ equity is at least equal to $25,800,000. Interest paid during the twelve 
months ending April 30, 2007 was $2,265,281. At April 30,2007 there was $4,041,406 
of unamortized debt associated with these 5.75% Insured Quarterly Notes. The Bank of 
New York Trust Company, N.A. is the Trustee and interest-paying agent for these notes. 
The balance at April 30,2007 was $39,855,000. 

(4) 
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DELTA NATURAL GAS COMPANY, INC. 

SHORT-TERM DEBT OUTSTANDING 
APRIL 30,2007 

Delta had outstanding at April 30, 2007 short-term debt as follows: 

LENDER DUE DATE &YrJ AMOUNT 

Branch Banking and Trust Company (BB&T) Demand (') 6.3200% (*) $-0- 

Short-term interest paid in the 12 months ended April 30,2007 was $577,584.45 

("This is a demand grid note dated August 12, 2005 with a maturity date of October 31, 
2007. It can be increased or decreased daily up to a maximum of $40,000,000. 

(*) The interest on this line is determined monthly at the thirty day LlBOR Rate plus 1% on 
the used line of credit. The cost of the unused line of credit is 0.125%. 
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DELTA NATURAL GAS COMPANY, INC. 

OTHER INDEBTEDNESS 
APRIL 30,2007 

There is no other indebtedness outstanding. 



MONTH AND 
YEAR PAID 

June 2002 
September 2002 
December 2002 
March 2003 
June 2003 
September 2003 
December 2003 
March 2004 
June 2004 
September 2004 
December 2004 
March 2005 
June 2005 
September 2005 
December 2005 
March 2006 
June 2006 
September 2006 
December 2006 
March 2007 
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DELTA NATURAL GAS COMPANY, INC. 

DIVIDENDS FOR LAST FIVE YEARS 

,290 
.295 
,295 
.295 
,295 
,295 
.295 
,295 
,295 
.295 
,295 
,295 
,295 
,300 
.300 
,300 
,300 
,305 
.305 
,305 

APRIL 30,2007 

ON SHARES 
OR VALUE 

2,524,911 

2,546,528 
2,553,383 
3,160,924 
3,174,630 
3,180,765 
3,189,925 
3,196,200 
3,207,945 
3,213,869 
3,219,699 
3,225,683 
3,233,301 
3,238,345 
3,246,075 
3,251,614 
3,256,784 
3,263,560 
3,268,380 

2,538,845 

PAR VALUE 

2,524,911 
2,538,845 
2,546,528 
2,553,383 
3,160,924 
3,174,630 
3,180,765 
3,189,925 
3,196,200 
3,207,945 
3,213,869 
3,219,699 
3,225,683 
3,233,301 
3,238,345 
3,246,075 
3,25 1,614 
3,257,784 
3,263,560 
3,268,380 

DIVIDEND 
AMOUNT 

$732,221 

$75 1,224 
$753,246 
$932,473 
$936,516 
$938,326 
$941,028 
$942,879 
$946,344 
$948,091 
$949,811 
$95 1,576 
$969,990 
$975,504 
$973,823 
$975,484 
$993,319 
$995,386 
$996,856 

$748,958 



FINANCIAL EXHIBIT E 
807 KAR 5:OOl 

Section 6 (9) 
Page 7 of 8 

DELTA NATURAL GAS COMPANY, INC. 

STATEMENT OF INCOME 
12 MONTHS ENDED APRIL 30,2007 

(UNAUDITED) 

OPERATING REVENUES 

OPERATING EXPENSES AND TAXES 
Gas Purchased 
Operations 
Maintenance 
Depreciation 
Property & Other Taxes 
Income Taxes 

Total 

Operating Income 

INTEREST EXPENSES 

$57,670,300 

$31,375,571 
1 1,167,194 

633,517 
4,449,080 
1,780,589 
1,340,500 

$50,746.451 

$ 6,923,849 

$ 4,544,125 

NET INCOME $3379,724 
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DELTA NATURAL GAS COMPANY, INC. 
BALANCE SHEET 

12 MONTHS ENDED APRIL 30,2007 
(UNAUDITED) 

ASSETS 
Gas Utility Plant, at Cost $ 

Net Gas Plant $ 
Current Assets 

Cash $ 
Receivables 
Deferred Gas Cost 
Gas in Storage, at Average Cost 
Materials and Supplies, at first-in, first-out cost 
Prepayments 

Less - Reserve for Depreciation 

Total Current Assets $ 

$ 
Other Assets 

Cash Surrender Value o f  Life Insurance 
Unamortized Expenses 
Receivable/Investment in Subsidiaries 
Other 

Total Other Assets $ 
TOTAL ASSETS $ 

185,136,554 
63,666,587 

12 1,469,967 

873,777 
7,906,546 
1,165,870 
3,490,189 

721,957 
1,101,505 

15,259,844 

388,235 
5,575,087 
1,300,029 
6,603,136 

13,866,487 
150.596.298 

LIABILITIES 
Capitalization 

Common Shareholders’ Equity 
Long-Term Debt 

Total Capitalization 
Current Liabilities 

Notes Payable 
Current Portion o f  Long-Term Debt 
Accounts Payable 
Accrued Taxes 
Customers’ Deposits 
Refunds Due Customers 
Current Deferred Income Taxes 
Accrued Interest 
Other 

Total Current Liabilities 
Deferred Credits & Others 

Deferred Inccme Taxes 
Deferred Investment Tax Credit 
Regulatory Items 
Advances for Construction 
Accum Provision for Pensions &Benefit 

Total Deferred Credits and Other 
TOTAL LIABILITIES 

$ 56,032,029 
58,645.000 

$ 114,677,029 

$ (993,827) 
1,200,000 
5,999,652 
1,009,683 

522,387 
265 

701,000 
597.810 

1.087:537 
$ 10,124,507 

$ 22,191,088 
2 19,767 

1,639,200 
1,744,707 

0 
$ 25,794,762 
$ 150.596.298 


