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Re:  Delta Natural Gas Company, Inc.
Case No. 2011-00409

Dear Mr. Derouen:

Pursuant to ordering paragraph 3 of the Commission’s Order in the above-captioned proceeding,
Delta Natural Gas Company, Inc. (“Delta”) hereby files an original and three copies of
information related to an issuance under said Order.

On December 20, 2011, Delta borrowed $58 million from The Prudential Insurance Company of
America and MTL Insurance Company, in accordance with the order issued October 31, 2011, in
the above-captioned case. The details of the loan are shown below:

Borrower: Delta Natural Gas Company, Inc.

Lender: Prudential Insurance Company of America and MTL Insurance Company
Amount: $58 million

Maturity Date: December 20, 2031

Interest Rate: 4.26% fixed

Price Paid: 100%

Proceeds: $58 million

Hedging: None

Payments: $1,500,000 annually on December 20, with $29,500,000 due at maturity

Fees, Expenses See below



Fees and Expenses. The table below sets forth the fees and expenses of the transaction,
including the cost of calling the existing debt and the cost of issuing the new notes:

Prudential Structuring Fee $ 25,000

Bank of New York Mellon Termination Fee 2,000

Stoll Keenon Ogden Attorney Fees 45,039

Baker Botts Attorney Fees 35,864 *
TOTAL $§ 107,903

* Estimate

Interest Rate Documentation. On November 17, 2011, Delta locked the interest rate at 4.26%.
At the time of the lock, the 10 year U.S. Treasury Yield Curve Rate was 1.96% and the 30 year
U.S. Treasury Yield Curve Rate was 2.94%. The calculated “average life” of this debt is 15
years, given the required prepayments. The extrapolated 15 year yield curve rate, therefore, was
2.21%. The spread was 2.05%, totaling a coupon rate of 4.26%.

The preliminary term sheet included as Exhibit C in Delta’s Application in Case No. 2011-00409
was based on pricing as of October 4, 2011. At that time the extrapolated 15 year yield curve
rate was 1.98%. While the market increased 23 basis points, the ultimate spread of 2.05% was
lower than the range given in the preliminary term sheet of 2.20% to 2.25%.

Attached as Exhibit I is a listing of other transactions that executed on November 17, 2011, and a
few days prior. This report, compiled by Prudential Capital Group, indicates an average spread
of 219 basis points and further indicates that the spread of 205 basis points on the Delta
transaction was reasonable.

Should you have any questions regarding this transaction or this information, please contact me
at 859-744-6171, Ext. 109.

Sincerely,

John B. Brown
Chief Financial Officer,
Treasurer and Secretary
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