2525 West End Avenue, Suite 1500 Klinton W. Alexander

Nashville, Tennessee 37203-1423 615.251.6668
615.244.0020 kalexander@wyattfirm.com
WYATT, TARRANT & COMBS, LLP Fax: 615.256.1726

November 30, 2010

VIA FEDERAL EXPRESS

Public Service Commission

Attn: Linda Faulkner, Director-Filings Div.
211 Sower Blvd.

Frankfort, Kentucky 40602-0615

RE: Joint Application of Navitas KY NG, LLC and Gasco Distribution Systems, Inc.
for Approval of an Acquisition of Ownership and Control of Gas Utility Systems

Dear Ms. Faulkner:

Enclosed is an original and eleven copies of the above referenced Joint Application for
Approval of an Acquisition of Ownership and Control of Gas Utility Systems along with attached
Exhibits A - 1. We have also enclosed a self-addressed and postage paid return envelope for you to
return a file stamped copy of the Joint Application to me for our files. We will remit, under separate
cover, the original verification and signature pages upon receipt.

Please note Exhibits B and I are marked “CONFIDENTIAL.” The “CONFIDENTIAL”
exhibits have been marked as such and placed in separate envelopes marked accordingly. The
Applicants request that the Authority treat these exhibits - the Redacted Asset Purchase Agreement
and Amendment and the 2009 Federal and State Income Tax Returns and Independent Auditor’s
Report — Confidential, as marked, and that these documents not be made available for the public to
review. Should anyone seek to view the documents, the Petitioners request an opportunity to further
protect them from disclosure and, if necessary, seek a protective order.

Please contact me if you have any questions.

Sincerely yours,

Klinton W. Alexander
Counse! for Navitas Assets, LLC

KWA/cl
Enclosures

cc: Jack Conway, Esq.
Helen Helton, Esq.
Richard Collier, Esq.

45409279 1

LtOUISVILLE KY LEXINGTON KY BOWLING GREEN KY NEW ALBANY IN NASHVILLE TN MEMPHIS TN FORT COLLINS CO JACKSON MS$

WWW. WYATTFIRM COM


mailto:kalexander@wyattfirrn.com

In the Matter of:

THE JOINT APPLICATION OF NAVITAS
KY NG, LLC AND GASCO

DISTRIBUTION SYSTEMS, INC. FOR Case No.
APPROVAL OF AN ACQUISITION OF
OWNERSHIP AND CONTROL OF GAS
UTILITY SYSTEMS
JOINT APPLICATION

COMES NOW, Joint Applicants Navitas KY NG, LLC' (“Navitas”), by and through
counsel, and Gasco Distribution Systems, Inc.? (“Gasco™), through its duly authorized officer,
and hereby requests, pursuant to KRS 278.020(5) and (6), an Order from the Kentucky Public
Service Commission (the "Commission") for approval of the acquisition of ownership and
control of a certain gas utility system from Gasco to Navitas in Albany, Clinton County,
Kentucky. The proposed acquisition and transfer of control will occur, subject to the approval of
the Commission and other regulatory agencies, under the terms of the Asset Purchase Agreement
dated July 9, 2010 and Amendment dated October 14, 2010, by and between Gasco and Navitas.
A copy of the redacted Agreement and Amendment thereto are attached hereto as Exhibit B and
marked CONFIDENTIAL.

The proposed acquisition and transfer of control satisfies the requirements of KRS
278.020(5) and (6). For the reasons set forth below in this Application, the proposed acquisition

and transfer of control will be made by a person with the financial, technical and managerial

' A Corporate Resolution of Navitas Assets, LLC assigning all rights and privileges under the Asset Purchase
Agreement to Navitas is attached hereto as Exhibit A.

? While this is a joint application, the representations concerning Navitas and NALLC as defined herein are made by
them, the representations made by Gasco are made by it, and the representations made with respect to the
bankruptcy of Gasco and the sale of its assets to NALLC or Navitas are jointly made by the parties.



abilities to provide reasonable service, it will be made in accordance with law and for a proper
purpose, and it will be consistent with the public interest. The Applicants respectfully request
that the Commission accept the filing of this Application and enter a final order approving the
proposed acquisition and transfer of control as expeditiously as possible pursuant to KRS
278.010(6).

In support of this Application, the Applicants state as follows:

1. THE APPLICANTS

1. Navitas KY NG, LLC (“Navitas”) is a Kentucky limited liability company.
Navitas’ principal place of business is 18218 East McDurmott, Irvine, California 92614. Navitas
Assets, LLC (“NALLC”) is the parent company of Navitas and is a Delaware limited liability
company.

2. Gasco Distribution Systems, Inc. (“Gasco™) is an Ohio Corporation with its
principal place of business located at 4445 East Pike, Zanesville, OH 43701. Gasco owns and
operates facilities that distribute and furnish natural gas to approximately 134 customers in
Albany, Kentucky. It is authorized to operate within the Commonwealth of Kentucky and is a
utility subject to Commission jurisdiction.

II. FACTUAL AND PROCEDURAL BACKGROUND

3. On February 16, 1995, the Commission entered an order approving Gasco’s
acquisition of Albany Gas Utility Company and its Application for a Certificate of Public
Convenience and Necessity (“CCN”) to provide local gas distribution service to Albany,
Kentucky.

4. In conjunction with the approval of the CCN to provide utility services in Albany,

Kentucky, Gasco was assigned certain franchise agreements with the City of Albany and Clinton



County. True and exact copies of the franchise agreements and accompanying ordinances
authorizing such agreements are attached hereto as Exhibit C.

5. On June I, 2009, Gasco filed for Chapter 11 bankruptcy protection — Case No.
09-056171 - in the United States Bankruptcy Court for the Southern District of Ohio, Eastern
Division. Gasco has been operating as a Debtor in Possession since that time.

6. In December 2009, NALLC began the process to bid on Gasco’s utility
distribution system’s assets in the bankruptcy proceeding, which included the Albany, Kentucky
System, as well the Jellico, Tennessee System, the Byrdstown and Pickett County, Tennessee
Systems and some customers in Fentress County, Tennessee (“Gasco Utility Systems”).

7. By Agreement dated July 9, 2010 and amended on October 14, 2010 (collectively
the “APA”), Gasco agreed to sell, and NALLC agreed to purchase the assets in the Gasco Utility
System, subject to the approval of the applicable regulatory authorities, including the
Commission, and to the Bankruptcy Court’s approval. The proposed sale will result in a change
in ownership of the Gasco Utility Systems. The gas system is comprised of customers and
master meters, mains and regulators, pipelines, easements, rights-of-way, tools, equipment,
supplies and other personal property used in the operation of the gas utility system.

8. On October 21, 2010, the Bankruptcy Court entered an Order authorizing and
approving NALLC’s bid (as set forth in the APA) to acquire the Gasco Utility Systems in
Kentucky, which included the Albany, Kentucky System, as well the Jellico, Tennessee System,
the Byrdstown and Pickett County, Tennessee Systems. A true and exact copy of the
Bankruptcy Court Order awarding NALLC its bid for the Gasco Utility Systems in Kentucky and

Tennessee is affixed hereto as Exhibit D.



9, On November 17, 2010, the Navitas TN NG, LLC, (a sister entity to Navitas and
also a wholly owned subsidiary of NALLC) and Gasco filed a Joint Petition with the Tennessee
Regulatory Authority for approval of control and transfer of authority from Gasco to Navitas TN
NG, LLC of the Jellico Utility System’, and the Byrdstown and Pickett County Utility Systems,

“which include some customers in Fentress County, in Tennessee. A copy of the Joint Petition is
attached hereto as Exhibit F. That Petition is pending before the Tennessee Regulatory
Authority.

ITII. DISCUSSION

10. The Navitas companies have the requisite managerial and technical expertise to
own and operate the Gasco Utility Systems. The Navitas companies have extensive knowledge
and expertise in operating a rural regulated gas utility by virtue of its ownership of Fort Cobb
Fuel Authority, LLC in Oklahoma. The Navitas companies are also familiar with federal and
state, including Commission, utility regulations and currently work closely with the Oklahoma
Corporation Commission and the Federal Energy Regulatory Commission (“FERC”) to maintain
properly functioning and legally compliant rural utility systems in Oklahoma.

11. Similar to the structure of many utilities, the Navitas companies are comprised of
two sister entities, Navitas Utility Corporation (“NUC”) and NALLC. A diagram of the
corporate structure of the Navitas companies is attached hereto as Exhibit G. NALLC is a
holding company created to retain certain energy assets. NUC is an operating entity primarily
engaged in providing necessary support services for the operations of NALLC. Both companies

are owned by the same two shareholders — Mr. Thomas Hartline and Mr. Richard Varner (though

? By Order of the Public Service Commission, Commonwealth of Kentucky, dated August 13, 1990, Gasco
Distribution Systems, Inc.’s service to Kentucky residents in Kentucky Hill and Black Oak in Whitley County,
Kentucky is effective under the jurisdiction of the Tennessee Regulatory Authority, as part of the Jellico Distribution
System. A true and exact copy of the Kentucky Public Service Commission Order is attached hereto as Exhibit E.



with differing percentage interests). The vitae’s of Messrs. Varner and Hartline are attached
hereto as Exhibit H.

12. NALLC is the parent company of Fort Cobb Fuel Authority, LLC (“FCFA”), a
regulated natural gas utility in Oklahoma. FCFA is comprised of two divisions, the original Fort
Cobb utility which includes certain recent acquisitions and the LeAnn Gas Company division
derived from a utility acquisition in Northeast Oklahoma. In addition, FCFA has three
subsidiaries, Navitas OK3, derived from an acquisition in Southwest Oklahoma, Navitas-
WinStar, a joint venture project to construct a new gas system in South central Oklahoma, and
Navitas 1. The assets in NALLC and its subsidiaries include regulated and unregulated
pipelines, office locations, the right-to-serve in the form of approved tariffs from the Oklahoma
Corporation Commission, and certain other assets. NALLC currently serves approximately
4,600 customers in rural Oklahoma.

13.  NUC is the operating entity for the assets of NALLC and its subsidiaries. NUC
provides the employees, the rolling stock, the computers and information systems, insurance, and
other equipment & activities for operating the assets of NALLC. These operating services are
provided at a contractually preset amount, billed monthly, and reviewed regularly. Since its first
acquisition in 2007, NUC has been consolidated into the books of NALLC. With no utility
operations outside of Oklahoma there has been no jurisdictional allocation. However, in the
latest rate filing submitted September 30, 2010 with the Oklahoma Corporation Commission
(Cause No. PUD 201000026), NUC used its standard allocation method to distribute its costs to
the various NALLC divisions and subsidiaries in Oklahoma. As both Mr. Hartline and Mr.
Varner are members of the Chickasaw Nation, NUC is a minority business enterprise certified by

the California Public Utilities Authority.



14.  For operations in Tennessee and Kentucky, NALLC will replicate the structure
used in Oklahoma. NALLC has formed two companies, Navitas TN NG, LLC and Navitas KY
NG, LLC in Tennessee and Kentucky, respectively. As with FCFA, NUC will contract to
operate these utility assets. Due to the travel time between Jellico, TN and the Byrdstown,
TN/Albany, KY systems, NUC intends to retain field service personnel in each location. The
initial expectation is that the current Gasco employees servicing the systems will be retained.
Currently, Gasco rents facilities in Jellico, Tennessee and Byrdstown, Tennessee; whereas, the
Navitas companies will seek to purchase facilities in Jellico, Tennessee and Albany, Kentucky.
Billing will be moved from Gasco’s corporate offices in Ohio to NALLC’s affiliate, FCFA’s
Eakly, Oklahoma operational headquarters. NUC is currently in the process of obtaining the
records in order to set up the Tennessee and Kentucky customers in its system. Accounting and
regulatory compliance will be handled out of NALLC’s Irvine, California office. Meter proving
will begin and be handled by the Eakly, Oklahoma meter shop. A review of equipment and
retooling of the field offices will be undertaken immediately upon closing the acquisition. As
NUC has done with its eight previous acquisitions, a company representative will be dispatched
to work alongside the local employees during the transition process to assist with integration into
its systems. NALLC and NUC’s expectation is that this process will take several weeks
involving multiple trips to each location.

15.  NALLC and NUC have the requisite financial stability to operate the Gasco
systems. NALLC and NUC are not publicly held companies, and therefore its 2009 Federal and
State Income Tax Returns and Independent Auditor’s Report are confidential and are being

provided herewith as Exhibit I marked ‘CONFIDENTIAL.



16.  The acquisition of the Gasco Utility Systems, including the system in Albany,
Kentucky, is not intended to result in any changes to the local personnel in Kentucky. Gasco’s
employees in Kentucky and Tennessee possess extensive managerial and technical experience
and are expected to be retained. As stated previously, all bookkeeping, billing and other
functions will be provided by NALLC employees in Eakly, Oklahoma and in Irvine, California
where its corporate offices are located.

17.  Navitas intends to adopt the existing tariffs of Gasco on file with the Commission
and will subsequently file a separate proceeding to revise the rates, terms and conditions of
service of the utility.

18.  The Kentucky utility portion of the Gasco Utility Systems will operate under the
name of Navitas KY NG, LLC.

19. Certain current liabilities and contractual obligations to which Gasco is bound
relating to the Gasco Utility Systems, such as executory contracts, and consumer deposits and
credits will transfer to NALLC as set forth in the APA. All franchise agreements, licenses,
permits, rights-of-way, and authorizations under which Gasco will conduct its business will
transfer to NALLC.

20.  The gas suppliers and transporters will not change as a result of the acquisition.
However, given Gasco’s status as a chapter 11 debtor in possession and questionable financial
condition, there is a real concern that one or more of its suppliers may stop providing gas to
Gasco’s customers in the near future. Thus, it is critical that this Application be reviewed and a
decision rendered expeditiously, before January 1, 2011 if possible — the peak time for gas use,

to ensure a smooth transition with the gas supplier and transporter.



21.  Once the acquisition and transfer of control is approved, Navitas will be in close
contact with the Commission to ensure safe, reliable gas service is not interrupted to the rural
customers it seeks to serve.

22.  Navitas’ shareholders have read and understand all of the Commission’s current
gas service rules applicable to Gasco, and they will continue to abide by the rules. Navitas
understands that if it does not abide by the Commission’s rules it may be subject to penalties.

23.  Navitas’ members are familiar with the Commission’s Pipeline Safety Division
and will work closely with the Commission’s personnel to ensure that the system is maintained
properly, the gas system is checked regularly for leaks and damage, and meters are checked to
ensure that safe reliable gas service is provided to its customers.

24,  Navitas will submit to the Commission all annual reports and other filings in a
timely fashion.

25.  Navitas states that to the best of its knowledge, it is in good standing in Oklahoma
and all annual reports and monthly fuel filings and reports required by the authorities there are
current. At present, Fort Cobb Fuel Authority in Oklahoma has no outstanding fines, public
utility fee assessments or other deficiencies that have been identified by the Oklahoma Public
Utility Division or Consumer Services Division.

26.  Approving the transfer of control and authority of the Gasco systems to Navitas is
in the public interest and will enhance the rural communities in which it serves. NALLC and its
affiliates are committed to the rural communities in which it serves and helps to ensure that these
communities stay viable. For example, when NALLC’s affiliate purchased the Velma Municipal
system in Velma, Oklahoma, it purchased an abandoned building on the main street of

downtown which has been completely remodeled for a local office. This has spurred other



businesses to improve their buildings in the downtown area of Velma. Too, when NALLC’s
affiliate acquired the Rimrock system in Southwest Oklahoma, it purchased another local office
which has contributed to economic development in the rural town of Hollis, Oklahoma. At
NALLC’s affiliate, FCFA’s main headquarters in Eakly, Oklahoma, an abandoned school was
purchased which is used as the main headquarters for personnel and equipment. After being
totally refurbished, the former cafeteria of that school has been rented to a local resident who
now runs a restaurant for local farmers and residents.

27. NALLC and its affiliate Navitas are committed to assisting and keeping rural
communities viable and have shown this through their investment in rural America. While many
large utilities are not interested in investing in rural areas as they are more expensive to serve due
to density of customer base, NALLC understands the importance of preserving rural
communities and is committed to ensuring that these communities continue to thrive. Navitas
plans to purchase and open local offices for its Kentucky customers in its proposed serving area,
employing local residents and improving the quality of life of the people there. Accordingly, this
request to approve the transfer of control of Gasco’s assets is in the public’s interest.

28. Approval of this Application in an expeditious manner, and if possible prior to
January 1, 2011 (the peak month for gas use), is also in the public interest due to Gasco’s
questionable financial condition. As discussed above, Gasco is in bankruptcy in Ohio and its
ability to pay its supplier and continue providing utility services to Kentucky customers is
problematic at present. Once the acquisition and transfer of control is authorized, NALLC itself
and through its affiliates stands ready to act to ensure that its Kentucky customers receive safe
reliable natural gas service immediately. NALLC and its affiliate Navitas have the resources and

the managerial and technical expertise to ensure a smooth transition and that the expectations of



its suppliers and customers are met. As the winter months fast approach, it is critical that
Navitas be authorized to step in and provide natural gas service as soon as possible and that the
effected communities benefit from its presence.

29.  Notices and Communications Regarding the Application should be sent to:

Klint Alexander, Esq. (#20420)
Wryatt, Tarrant & Combs, LLP
2525 West End Avenue

Suite 1500

Nashville, TN 37203

(615) 244-0020
kalexander@wyattfirm.com

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdeer &Associates
6011 N. Robinson

Oklahoma City, Oklahoma 73118
(405) 848-5534

Facsimile: (405) 843-5688
hunter@comingdeerlaw.com
mkkunc@comingdeerlaw.com

Counsel for the Navitas Companies

Fred Steele, President
Gasco Distribution Systems, Inc.

4445 East Pike

Zanesville, Ohio 43701

Facsimile: (740) 454-7780

WHEREFORE, Applicants request that the Commission enter a final order as follows:

1. Finding that after the acquisition of the Gasco Utility Systems currently owned by

Gasco Distribution Systems, Inc. by Navitas, Navitas will have the suitability, the financial

responsibility, and the capability to perform efficiently the utility services to be transferred, and

10



that the transfer of control and authority to Navitas to provide retail natural gas utility services
will benefit the consuming public and will further the public interest;

2. Approving the acquisition and transfer of control from Gasco Distribution
Systems, Inc. to Navitas, including its authority to provide utility services in Albany, Kentucky
deriving from its Certificate of Public Convenience and Necessity in Albany, Kentucky, and
related orders, approvals and actions of the Commission pursuant to KRS 278.020(5) and (6);

3. Approving the acquisition and transfer of control and authority to provide utility
services in Albany, Kentucky prior to January 1, 2011 in order for the gas service to customers to
continue throughout the winter months; and

4. Granting all other necessary or appropriate authorizations and further relief.

11



Dated this the 30° day of November, 2010.

Respectfully Submitted,

Y o7

Klint W, Alexandger (#20420)
Wyatt, Tarrant & Combs, LLP
2525 West End Avenue, Suite 1500
Nashville, TN 37203

(615) 244-0020

kalexander@wyattfirm.com
-and -

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdeer & Associates
6011 N. Robinson

Oklahoma City, Oklahoma 73118
(405) 848-5534
hunter@comingdeerlaw.com

mkkunc@comingdeerlaw.com

Counsel for Navitas Assets, L.L.C.

- and -

Fed fr Sl

Fred Steele, President

Gasco Distribution Systems, Inc.
4445 East Pike

Zanesville, Ohio 43701

Gasco Distribution Systems, Inc.

12
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Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G

Exhibit H

Exhibit I

LIST OF EXHIBITS

NALLC’s Corporate Resolution assigning all rights under the Asset
Purchase Agreement to Navitas

Redacted Asset Purchase Agreement and Amendment
(CONFIDENTIAL - Filed under seal) .

Franchise Agreements and Ordinances authorizing Franchise Agreements
between Gasco and the City of Albany and Clinton County

UNITED STATES BANKRUPTCY COURT ORDER (A) APPROVING THE
SALE OF SUBSTANTIALLY ALL OF DEBTOR’S UTILITY DISTRIBUTION
SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT AUCTION; (B)
AUTHORIZING THE ASSUMPTION AND ASSIGNMENT OF CERTAIN
EXECUTORY CONTRACTS; AND (C) GRANTING OTHER RELATED
RELIEF, entered October 21, 2010 in Chapter 11 Case No. 09-056171

Kentucky Public Service Commission Order dated August 13, 1999 ,

Joint Tennessee Petition with Non-confidential Exhibits

Navitas Companies Corporate Structure Chart

Management Biographies

2009 Federal and State Income Tax Returns and Independent Auditor’s
Report (CONFIDENTIAL - Filed under seal)
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VERIFICATION OF NAVITAS KY NG, LLC

STATE OF OKLAHOMA

)
) SS.
COUNTY OF OKLAHOMA)

I, Thomas Hartline, Secretary of TN KY, LLC being first duly sworn according to law,
makes oath and affirm that I have read the foregoing Joint Application, know the contents
thereof, and that the same is true and correct to the best of my knowledge, information and

belief. \ i \
= T
THOMAS HARTLINE

Subscribed and sworn to before me, a Notary Public in and for the above County and

State, on this =0day of November, 2010.
Do, 8k

Notary Public

My Commission Expires: | ol 14 [2g10-

....................................

* e ?
ooMAg, MAHCY C. HESS :
RGO Notary Public :
E \gwh_.f otafﬁ@fﬁi\!ahcma ;



VERIFICATION OF GASCO DISTRIBUTION SYSTEMS, INC.

¢

STATEQF _( ) éIiQ

)
B 5.

COUNTY OF ﬁlam%m)

1, Pred Stecle, President of Gasco Distiibution Systems, Inc. béing first-duly sworn accoiding 16
law, makes oath -and affirm:that T have wead the foregou g.Joint Application of Navitas K¥ NG,
LEC and:Gaseo Distribution Systems, Inc. for Approval of an dequisition of Gwnership and
Gontrdl of Gas Uhility Systems, know the contents thereof, and that with respect sto the
aepresentations on behalf of Gasco Distribution Systems, ‘Inc,, represents that the same:is tiue
andcorrectitoithe best of niy knowledge, information and belief.

Fred _Jt

FRED STEELE

Subscribed and syorn to before me, a Notary Public in and for the above County and
Btate, onthis /4 day @f\l meﬂ}i

2010.

\ P/"//Y)ﬁ) % %mﬁ

‘Notary Puiblic

Trina L. King
Notary Public, State of Ohlo
My Commission Explres 8-8-2012




SPECIAL MEETING OF THE MEMBERS
A special meeting of the Members of Navitas Assets, L.L.C. (“NALLC”) was held on
November |¢ , 2010 at 18218 East McDurmott, Irvine, Californiaat __4 _o'clock ) . 5., pursuant
to the waiver of notice duly executed by the Members.
The meeting was called to order by Richard Varner, Chief Executive Officer (CEQ), who
presided, and Thomas Hartline, secretary, acted as secretary of the meeting.

Upon calling the roll the secretary reported that the following officers were present:

Richard Varner
Thomas Hartline

said persons being all of the directors.

The CEO declared a quorum of the officers to be present.

The chairman directed the secretary to annex to the minutes of this meeting the waiver of
notice thereof.

The chairman presented the Asset Purchase Agreement dated July 9, 2010 and Amendment
thereto dated October 14, 2010, wherein Gasco Distribution Systems, Inc. agreed to sell, and
NALLC agreed to purchase the assets in Gasco’s gas utility system subject to the approval of the
Tennessee and Kentucky Utility Commissions. The chairman then presented, and the secretary then
read to the meeting the following resolution. The proposed resolution was then fully discussed and,
on motion duly made and seconded, the following resolution was unanimously adopted:

1. RESOLVED that NALLC, pursuant to the terms of the Asset Purchase Agreement as
amended, assign all of its rights and priviledges under the Agreement to Navitas TN NG, LLC and
Navitas KY NG, LL.C for their respective service areas in each state in order to provide natural gas
service to customers.

There being no further business to come before this meeting, upon motion duly made,

seconded and unanimously carried, the meeting adjourned.

/ ‘Secretary '
Aj d:

CEY £ exHBT

A




EXHIBIT B

REDACTED ASSET
PURCHASE
AGREEMENT AND
AMENDMENT

(CONFIDENTIAL —
FILED UNDER SEAL)



N
DATE: . Pebrumry 7 , 1986

PARTIES: ALBANY GAS UTILITY COMPANY,
a private corporation
P.O. Box 655 - adams Dock Road
" Albany, Kentucky 42602

(“Albaﬁy Gas“f
and- '
CITY OF ALBANY, KENTUCKY,

a municipal corporation
c/o City Building

Cross Street o
Albany, Kentucky 42602 | © {"the Cilty")

*, * * * * B
WHEREAS, the City , on April 11, 1885, granted to Mld»Western

e

Q«) 0il andg- Exploratlon, the gas franchise for the .City; and,

WHEﬁEAS, Mid-Western 0il and Exploration has assigned the

City gas‘franchise to Albany Gas; and,

«
~

WHEREAS, both parties desire to make certain médifications in

their franchise arrangement, but only to the extent as set out

below.

The parties hereto agree as follows:
. g IR ’i}j\ﬁf. F“’ﬁhﬁ“"w FLtt e s S L anl IeE Tefas dtge ooy
1. &3@5%’ herebytransfers and asrignatitalithelici e ey e
—~ H&gakkgﬁkgqg&gfgv;ge&meters~whlch~const1tute th phylealkprant*ofww .
}
L awvany cos,

2. The City hereby. grants to Albany Gas an exclusive management
contract, under which it shall do all things neoessary to malntajn

and 1mprove the pipeline and seIV1ce.) Albagy Gag shall be in

charge of and responsible forf‘ Cof the gas business

a11~aap,
except as set out in‘ﬁumerical paragraphnB, bglqw.

ﬂ‘"’gf Albanyﬁwlll”'act‘xfas tneagratemma}qa.pg{n@,utmxsi,;yﬂpf*e;@

L,

3. rheficity’
a1l mathersipertaininy tg,,,th%,..aaalemoﬁwnaﬁura".!)""gas‘v&undexV the%Earms®
og(}p_nggﬁnrammgaﬁﬁﬁxgnchfaa., The City Councxl of : the City. of

G



~

Albany must abp;ove any change on rates and the séttinénbf the
initial'ratg for the sale of natural gas. fhe factors to pe
consideréd in seétting rates wiil include but not‘be.limited té:
(a) consmderatlon of whether or not the rates are reasonable and

just based upon compdrlson with the rates in cities of a

comparahle size and 1ocat10n, and, ‘ !

(b) whether or not Albany Gas will be making a sufficient

proflt to allow 1t to provide an efflClent and safe serv1ce to the]

[ )

citlzens and buslnesses of the areaj and,

. (e) whether or not Albany Gas 15 maklng or w111 make a

1
. R :

BufflClent rate of return relatlve to the money and ’ tame lnvesfed
in the progect w1th con31deratlon giVen to- the initial rlsk

1nvolved in the progect.

4. Albény Gas hereby guarxantees the City‘(a%} eight péicent of
the grdss receipts. Thls {(8%) elght percent guaranteed proflt on

gross recelpts shall be the only profit’ to be’ receiVed by the City

under this arrangement and it w111 replace the (1.5%) one and

one-half percent stated in artlcle 14 of the ordmnance granting

5
N '

the franchlse.

5. The City hereby sets the initial rates as follows;,'; oo

DSAGE PER MONTH" RATE

- First 0~15 MCF'S. 5.50 "
.+ Next 16-50 WMCF'S 5.40 ﬂ
_Next 51-100 MCF'S - 5.30 ) S
' Next 101-450 MCF'S 5.2 T
' Excess of 450-up MCF's3 5.20 " ' ’

There w111 be a mlnlmum of $7 S0 on all bills each month.ﬁ

" The City acknowledges that the above rates are just and

reasonable rates under current condltions and further agrees that

these rates may never be adjusted downward for the term of the

management agreement. .

6. Albany'Gaé will continue to abide by all required safety‘,
guidelines and regulations as set forth by the Kentucky Public  * .

Service Commission and the National Pipeline Safety Act.

Y



.

7- Albaﬁy‘G§S'shéll furnish the City evidence of insurance to

provide aéequate coverage for damage resulting from the operation

or installation of the gas pipeline.

9. This agreement shall be in force for a period of 20 years, ;,é§>

1£, howaver, an unreasonably low rate is set by the City at any
tlme, and such rate 15 auccessfully challenged by Albany Gas 1n an
approplate forum, at the electlon of Albany Gas, thls agreement i
may be termlnated, with a revar31on of all property transferred

hereunder, to Albany Cas.

FParther, should the Public Service Commission deem that this

. agreement does not remove Albany Gas from its rate~making

juiigdiction, this agreement, at the electlon of Albany Gas, will
teiminate aﬁa'the parties shall be returned te the status quo

-

ante.

.
v

Nothxng herein, however, shall alter any of, the Parties‘
respectxva rights, duties and obllgations under the base franchlse o

agreement, except where speclfloally mentioned hereln.

this J# day of Robruary, 1986. - L

“jarah ;..4;~w\;f:fy,

-----

v

ALBANY GAS UTILITY COMPBNY

Pma’gx DENT(

v

. ' MAYOK, CITY/OF ALBANY, KENTUCKY
by authority of Ordinance Eé&-203,
enacted. %ﬁa&y 7 .+ 1986,



" gTAIT/1995 B9 1S

FROM RATIONAL

CREDIT BURERU TO 16144547788
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COMMONWEALTH QF
KENTUCKY .
CLINTON COUNTY FISCAL
COURT
ORDINANCE NO. 1995-GAS-Y :
FINAL QRDINANCE NOTICE -

AN ORDINANCE RELATING ‘
TO THE GRANTING OF NON-
EXCLUSIVE FRANCHIES FOR
THE CONSTRUCTION, MAIN-
TENANCE AND OPERATION . -
OF ANATURAL GASSYSTEM, : ™ °
IN THE COUNTY OF CLINTON,
KENTUCKY FOR THE FUR- 5
NISHING AND SELLING OF ;
NATURAL GAS BY MEANS CF
SAID FACILITIES; AUTHORIZ~
ING ADYERTISEMENT FOR
BIDS AND PROYIDING FOR
THE SELL QF SAID FRAN-
CHISE/S IN CEINTON COUNTY
KENTUCKY 2

Notice is hereby given by the Fis-
edl Cowrt of Clinton County, Ken-
mcky, thatonJune 15,1995 the sbove 5
sumhmnndcrd:mmcwasappmved
and adopred by gaid Court. The full
tzxy of the above refesenced dedi-
nance is available for public inspec- -
tion in the Clinten Coumy,KenD.wky
Clerk’s Office.

CLINTON COUNTY PISCAL
COURT.

BY: SCHARLENE KING

Clinton County Jodge/Executive

CERTIFICATION: '

T, Yames M. Lawson, County A;.
tarney for Clinton Cmty.Kamm
do hiereby cantify that | prepared the "
foregoing ordinence muamary end -
that mame iz-a tros and comrect sum-
mary of Ordinsnee No. 1895-0AS-L

S: James M. Lawson -

County Atnmey ‘

Clinton County, Kentucky, .+ .

40-1c
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" Thursday, June 20, 1996

e COMMONWEALTH OF

“KENTUCKY
CLINrON COUNTY FISCAL

& " . COURT

nr. © COUNTY ORDINANCE

= . 1996-GAS-I

« - . NOTICE

oz AN ENABLING -ORDINANCE -

2  RELATING TO PROVIDING FOR

: THEGRANTING OFNONEXCLU-

/ SIVE FRANCHISE/S THROUGH

Q ONE OR MORE GRANTING

ORDINANCES FOR THE CON-

STRUCTION, MAINTENANCE

AND OPERATION OF A NATU-

RAL GAS SYSTEM; TO ENABLE- -

THEFRANCHISE/S TO FURNISH

AND SELL NATURAL GAS BY.

MEANS ‘OF SAID FACILITIES; .

AUTHORIZING ADVERTISE-

MENT FOR BIDS AND AWARD-

ING OF FRANCHISE/S IN CLIN-

TON COUNTY KENTUCKY

Noticeishereby given by theFiscal

Court of Clinton County Kentcky,

- that the first reading of the above
summarized ordinance.will be con-
sidered on the 19th day of June, 1996
at 6:00 p.m. If approved at first read-

_ ing, the second reading of said ordi-
nance will be considered.on :he 20[h
day of June, 1996 at 10:00 aim. All
times set forth herein are CST, and
the readings will take place at the
Clinton County Courthouse, County
Judge/Executive's Office, ‘Albany, -
Kentucky, where a copy of the full
text of the proposed ordinante is

/) . available for public inspection,

{

FEITE Y LS slL{mlnak!}wbmuq;guq § "i.i()g Lo Pl

h

et e

CLINTON COUNTY FISCAL
COURT
By: 8¢ -
CHARLENE KIN G,
Clinton County J udge/Execuuvc
35-3c
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CLINTON COUNTY FISCAL COURT JUN 20 1998
. CLINTON COUNTY KENTUCKY CLETTNCOUTY
COUNTY ORDINANCE 1996-GAS-I <N ELMORE
oty Bl

AN ENABLING ORDINANCE RELATING TO PROVIDING
FOR THE GRANTING OF NONEXCLUSIVE FRANCHISE/S
THROUGH ONE OR MORE GRANTING ORDINANCES FOR
THE CONSTRUCTION, MAINTENANCE AND OPERATION OF
A NATURAL GAB  SYSTEM; TO ENABLE THE
FRANCHIBEE/S T0 FURNISH AND SELL NATURAL GAS
BY MEANS OF SAID FACILITIES; AUTHORIZING

ADVERTISEMENT FOR BIDS AND AWARDING . OF
FRANCHISE/S IN CLINTQN COUNTY, KENTUCKY

WHEREAS, tha COUNTY OF CLINTON, COMMOMWEALTHE OF XENTUCKY iz
authorized by Sections 163 and 164 of the Constitutlon of the
Commonwealth of Kentucky to egtablish one or more Nonexclusive
Franchises within Clinton County, Xentucky and for the purpose of.
the franchisee/s conetructing, maintaining and opmrating a natural
gas systam and selling natural gas within the Clinton County,
Kentucky for the usz and enjoyment of lts cltizens; and,

WHEREAS, Clinton County, Kentucky acting by and through
Clinton County Fiscal Court, while not usurping the powers of the
Public Service Commlssion of the Commonwealth of Xentucky to
ragulate such activitlies pursuant to KRS Chapter 27B, et sag.,
desires to establish certaln guldelines for the operation of a
natural ges system for the use and enjoyment of the citizens of

Clinton County as well as granting authorization for bids for one
ox more Nonsyrlusiva Franchizez for game and providing for ths

anactnsnt of one or more granting orninances, pursuant to the
conditlons contained heasrein. .

NOW, THEREFORE, BE IT ORDAINED BY THE FISCAL COURT QF COUNTY
Or CLINTON COUNTY, COMMONWEALTH OF KENTUCKY, THAT,

CRERTION OF FRANCHISE:

SECTION 1. That there 1s hereby created a Nonexclusive

franchise (whether ongz or more) for installing, laying and

maintaining gas lines and other necessary apparatus £or the

transmission, distribution and sale of natural gas together with

al; appurtenant facilifies and eguipment in, along, under and

across tha public roads, public ways, county xoads and other public
Page 1
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(”) pleces in Clinton County, Xentucky; for constructing the necessary

condults and mMmanholes for the inatallatlon of sald lines,

facllitles and egquipment; for selling natural gas by means of said
facilities, and allowing natural gas to be conveyed through Clinton

County, Kentucky to any portion of Clinton County and to any other

;ity,' town oxr county via Clinton County. No person, firm,

corporation or other entity shall conduct any of the herein
described activities with regaxd to the dispributian and sale of
natural gas or the installatfon and construction of lines for same
in Clinton County, Xentucky, unless they have flrst obtained a

franchise from Clinton County, Kentucky Fiscal Court.

DEFINITIONS:

SECTION 2. The persen, firm or corporation which shall beconme

the purchaser and franchisee of this franchlse, or any successor or
assignes thereof, shall for brevity hereinafier be spoken of as the

"Company” hexrein, and the public roads, public ways, county roads

and other public places pf Clinton County, Kentucky shall for

bravity herelnafter be spoken of as the '"road/s." For purposes of
shall

this ordinance, and the anticipated franchlse, "zoad/s"

include any right-of~way for County Roads which have been aéquired
by Clinten County, Xentucky, by deed or easement, and in the case
of Public Reads for which there is no deed or easement to Clinton
County, Kentucky, the County makes no representation or warranty to
Company as to the width of gaid roads or rights-of-way, and
Lurslbhier, Clinten County Hoos net ohllgata i+enlf +n Fila nr

initlate anpy court actions, declaratory, or otherwise in order to

Page 2
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determine thie ownership or width of any such roads ar rights-of-

WwAY. Furthermore, Clinton County, Kentucky may alsco be referred

to am “"County."

FRANCHISE TERRITORY, ROADS, EASEMENTS AND GAS BSUPPLY:

SECTION 3.
(a) The Company  awarded a

representatives, succaessors and assigns, subject to the conditions

franchise, its lagal

hereinafter contained, are hersby authorized and empowared to

zequire, purchase, construct, maintain, and operate in and through

thig County, A system for the generation, distribution and

transmission of natural gas from points either within wr wltlicut
the phyéical boundaries of Clinton County, Kentﬁcky and the
inhabitants thersof, and from and through this county to persons,
corporations, and municipalities beyond the limits thereof, and for

the sale of same for light, heat, powaxr and other lawful purposes;

to ersct and maintaln gas mains, lines and other apparatus

necessary or convenlent for the operation of sald system in, upon,
across and along each and all of the public roads, publlic ways,
county roads and other public placas within the present and future
boundaries of Clinton County, Kentucky; to use any and all such
el i vmAnde n¥h1iﬁ wavs. countv roads and other public places
while constructing or operating said natural gas system or works;
and to cross any and all public roads and public streams in this
county for the purpose of constructing, maintaining or extending

such pipes, and othar apparatus as may be necessary or convenlent

Page 3
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ﬂfw: the proper diptzibutlon of natural gas in and through thls

County.
(b) If after any pipe or other apparatus has once been erected

Clinton County, Kentucky acting by and throungh Clinton County

Filscal Court shall ordexr the removal of sald gas mains, pipes or
apparatus to another location, the County shall pay the costs of

making'sﬁbh relocation including cost of relocating the line, etc.,

as well as any nacessary road repairs., However, in the event the

relocation is due to widening, regrading or reconstruction of the

street or highvway, the Company will relocate the line at its

expenge and the County will be responsblle for roadway repairs

The County shall give Company (30) days written notice of
The

only.
any such plan to ralocate gas maing, plpes or other apparatus,

Company will cooperate with the County 4in any such relocation
projects. '
(c) The Company shall also have the right to usa said roads and

rights-of-way with its gservice and maintenance vehicles and

eguipment in furtherance of thlg franchise.

(d) Before beginning the c¢onstruction of any line or pipes,

maing ox appurtenances under this franchise, the Company

shall file  with the County, a copy of all applications for

contruction permits which documents are reguired to be flled with
the Publlic Service Commission and/or other regulatory body,
Clinton County hereby reserving the right to intervene for all
laswful purposes in any such constxuction permit application proceszs

Page 4
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" with the Public Service Commission or othaer regulatory body. Said
copy or coples of construction f£ilings to be furnished to the

County by Company at tha time same are £iled with the Public

Service Commission ar other regulatory body.
(e) In the construction, reconstruckion, maintenance or

removal of Company’s equipment, lines, etc., Company shall have aue

regard for the rights of the County, and for others; private

individuals, etec., and shall aveld interference with or injury to

the property of County or others, private individuals, etc., Said

Company- shall comply with all the laws of the Commonwealth of

danger signals, barricades ox

Kentucky as to placing 1lights,

warning signs. Further, Company shall conduct ilts work in a

<:> workmanllike manner 50 ag not to nnnecessarily interfere with public
use of any road and in all guch work shall be in accordance with
the latest industry standards 4including Code o0f Fedaral

Regulations, 49 CFR Part 182, and appllicable local, state and

federal. regulatory agency regulations.
(£f) After any work under the franchise is completed, Clinton

County shall hava the right' to request the ﬁublic Service
Commigsion and/or other regulatory hody ﬁo examine sald work to
determine that is same has been done in accardance with the
approved plans and specificationg, If same 1s not in accordance,
the Company shall at its own expense make guch changes as will

cause the work to conform to the plans and specifications approved

by the Public Service Commission.
Page 5
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“(g) CDmp&hi shall perform all work in a workmanlike manner and

g0 as not td‘unﬁecessaxily interefere with the public use of any

roads or streams. Wharever the gurface of any road is opened or

right-of~way is disturbed, it must be zrestored to as good a

condition as 1t was prior to tha opening or disturbance theresof.
When possible,‘réad bores are to ba conducted by Company when
crossing any bltuminous or conrete road surfaces se as to minimlze
damage and repair work, further, the Company shall notify the
county Road Supervisor or County Judge/Executlive, any time-that any
excavation work is to be done on any road, and prior to undertaking

any such work. Whén the bituminous or concrete surface of a road

must be disturbed, the Company, upon completion of the line

installation or other work, will pour a concrete bage over the

line in order to provide a proper base for resurfacing same.

(h) When an emergency arlses which requifes immediats

repair, the Company may disturb or escavate a road wilithout first

obtaining written permission firom the County; providad howaever,

that the County is notified in writing of said disturbance or
excavation within five (5) days of the start of said distrubance,
repair or excavation., This notification Bhall include at least the

time, date and location as well as the extent of excavation or

other work performed. Road or right-of-way rspairs which may ba

necassary as a result of natural causes ox natural deterlioration
shall be repaired by County and at lts expense, howevér, any such
repalrs reguired dus to gas ;iné construction or repairs shall be
done, as soon as practicable and at the sole expense of Company.

APage )
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(1) In the event the Company shall have need to contract with
private landownars for the acquisition‘of property, sasaments and

other rights neceasary oxr convenient for the installation of and

expansion of safd system, sald acguisition shall be a private

matter between the landowner and the Company and will be at the

sole expense of the Company.
(1) The bids for said franchise shall set forth the bidder’'s

proposal as to the source of natural gas to be furnished Clinton
County, Ken;ucky and verification that bidder has or will guarantea
availabllity of a dependable, reliable and safe supply of natural

gas for paid system to be used and consumed in Clinton County,

Kentucky during the term of 2aid franchise. Further, that the use

of any local gas wells by the Company as A supply of gas shall be

done strictly in accordance with Public BService Commission

criteria,
(k) Bids vffered for purchase of this franchise shall state

the bpidder's acceptance of the.conditions ~set forth in this
Bnabling Ordinance a8 well as the subsequent Granting Ordinance.
(1) A1)l bidders must submit with its bid, vertification that

it has authority from the Public Service Commission to submit sald

bhid.

. INDEMNIFICATION AND HOLD HARMLESS:
SECTION 4, Tha Company shall indemnify, save and hold

harmless Clinton County, Kentucky f£rom any and all damages,

Jjudgments, decrees, costs and expenses which the County may legally

Page 7
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suffer or incur or which may be legally obrailned agalnsi Lhs County
for or by reason of tha usa and occupation of any roads by the
Company or £Lrom any operaticns of Company under the franchilse
pursuant to tﬁe tarms of this franchise or legally resulting from

the exsrcise by the .Company of any of the privileges herein

granted; and if any claim ahall pe maqQe or sult bruuygliL ayalast Lhe
County for damages alleged to have baen sugtained by reason of £he
occupation of any road or the exercilse of any privilsges herain
granted, by the Company, the cDﬁnty shall immediately notify the
Company in writing thereof and the Company shall defend the County
at the cost of the Company and,, in the event of final judgment
being obtained against the County either lndependently or jolntly
with the Company, the Company shall payhsuch judgment with all
costs and hold the County harmless thersfrom. .

LIABILITY INSURANCE:
SECTION 5. At all times during the term of the franchisa the

Company will at its own expense maintain in force general
comprehensgive liability insurance with an insurance company and the
policy approved by Clinton County. The coverage represented by
such policy shall be for the protection of the County, itse elec£ed
officlals, agents, members of boards or commissions, and employees
against liability for loss or damages for bodily injury, death, and
property damage by the activities of the Company acting under the
franchise, es well as for the protectlon of the publlc. Minimum
liability limlts under the policy are to be FIVE MILLION

Paga B8




{$5,000,009.00) DOLLARS, for personal injury or death, and TWO

MILLION ($2,000,000.00) DOLLARS for damage to property resulting

from any oOne occurrence. Additional public agencies and theix

personnel shall be added as insureds, gubiject to the same tarms and
conditions, at the request of Clinton County.

COMFANY .SERVICES;:

SECTION 6. The Company may furnlsh natural gas for light,

heat. power or and any other lawful purpose to any person or

persons, company or entity residing along or near the aforesaid
roads, and may make such lawful contracts for the use thereof as
may be agreed upon between the Company and such person or persong,
company or entity.

FURNISHING QF SERVICES:

SECTION 7. The Company shall exztend its natural gas mains,

pipes and equipment and install additional equipment whenever it is
assured of deriving additional busipness thersfrom and receive a
reasonable return upon the investment xeguired to install such

extension, all gubject to Public Service Commisslon approval.

COMPANY RULES AND REGULATIONS:

SECTION B, = The Company shall have the right to make and
enforca reasonable policies and procedures necassary for the proper
conduct of ite busliness and protection of lts property, subject to
all applicable local, stats and federal laws and regulations.

RATES:

SECTION 9. The Company shall have the right to charge

Page 3
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reasonable rates for natural gas supplied within the County and

ratas that are subject to regulation by tha Public BService

Commission of Xentucky, ox any other approprlate local, state

and/or federal agancy. Furthermore, at least 30 days prior to the

infation of any rate increase proceeding with the Public Service
Commigsion or ¢ther requlatory authority with the pawer to gcvernﬂ

the reasonableness of rates, the Company shall notify Clinton

County Fiscal Court, in writing, with regard to such reguest for

increased rateg. Clinton County shall have the express right to

intervene Iin such proceedings with the Publlc Service Commigsion or
or other regulatory body and may protest such incresse.

FRANCHISE TERM:

SECTION 10. Thisg franchise and all rights and privileges

granted hereundsr shall be in full force and effect for a period of

twenty (20) years fram and after the date when this franchise 1is

granted to the Company, subject of course to the Company's

compliance with the provisions of thie franchise.
FORFEITURE OF FRANCHISE RIGHTS:
SECTION l1l. The franchise may be forfeited, at the option of

Clinton County, upon failure ox refusal by Company to hanor the

terma and conditlons set forth herein. Forfelture may be exerclsad

by written notice to Company of the Company's failure to honor the
terms and conditions hereof, followed by Company's zrefusal to
eliminate or correct such faillure or violation within sixty (60)
days. Prlor to forfelture of the franchise and all rights and

Page 10
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privileges_éppeftaining thereto, the Company shall have the right
to petition clinton County, Kentucky, in writing, fer a public
hearing with regard to said forfelture. Saild public heaxring shall
be granted within thirty (30) days after recelpt of said written
petition. At such hearing, the COmﬁany shall hava the right to
appear and be heard, the right to have legal coungal present, the
right to preéént evidence, the right to subpoena witnessss to
testify on 4its behalf and the right to have said proceeding
recorded. The recording of sald proceeding will be public record
which can be used for evidentiary purpeses and any lawful agency ox
legal proceedipg. Subsequent to the conclusion of sald hearing,
and within 10 days, Clinton County, Kentucky, shall render a
written Order, Findings of Fact and Concluslons of Law as to its
decision regarding forxrfelture.

SALE OF SYSTEM:

SECTION 12. In the event the Company desireg to sell all or
any portion of the system that it establishes for the distribution
of natural gas under thls franchise, the County shall be glven ‘at
least thirty (30) days prior, written notice of any such proposed
sale and the County specifically reserves the right to intervene in
any Public Sgrvica Commission proceeding ragafding any such sale in
order to insure that the prospective purchaser can comply with all
terms and provisiong pertaining to this franchise.

COMPLIANCE t

SECTION 13. The Company shall comply with all applicable

pPage 11 ‘ '
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local ordinances as well as local, state and faderal laws and
regulations in’ constructing and operating the natural gas system
herein, including but not limited éo, compliance with the rules,
regulationa and safety standards of the Public Service Commission

of tha-Commonwealth of Kentucky or any other appreprlate local,

state and/or federal agency.

COUNTY CHARGES:

SECTION 14. 1In the event that the County should enact a
utility tax, user fee or similar charge to be levied upon gas

purchasers (consumers) during the term of this franchise, thae

Company shall add said charge to its monthly bills, collect same

for the County and deliver the col;ections, monthly to the County,

all at no cost to the County. Nothing herein shall exempt the

Company from the payment of general or special ad valorem property

taxes, real or personal, now or hereafter lavied by state or loecal
governmant or taxing districts thereof.

TRANSFER OF FRANCHISE-RESTRICTIONS:
SECTION 15, This franchise may be transferred or assigned

by the company only with the consent and approval of the Public

Service Commission. The County speciflcally reserves the right of

intervention ox +o initiate any Public Service Conmlasion

proceedings regarding a sale., It 1s further understood that the

word "Company” whenever it appears herein shall include and apply
to all the successors and/or asaigng of the Company.

FRANCHISE FEE:
SECTION 15. Clinton County, Kentucky shall receive from the

Page 12
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Company as COhslderaticn for the granting of thie franchise and the
continuing -enjoyment thersof, an annual franchise fee, paid fee to
be a pexcentage of all gross recelpts, based on gross gas
consumption revenues received by the company. Such fee shall be
equal to a minimum of (3% for the first two years of the franchise,
4% for the next two years and 5% thereafter) of the Company's gross
raevenues derivad from tha sale ¢f natural gas to resldentlal and
commercial customers located wlthin Cliﬁton County, Xentucky and
shall be paid guarterly, and the payment theareof shall bBe dua on or

before the end of each period of thirty (30) days succeeding the

close of each quarter of a calendar yesar durlng which the franchise

is in effect. The only exception to the payment of said fee will
be in the event the Company shall also hold a franchisa for natural
gas with an incorporated city within Clinton County, and in that
event, no fee shall be charged as it pertalns {0 customers located
within the clty limlts of said incorporated city which may exists

at the time of the granting of this franchise, Payments shall be

accompanied by & statement duly verified before a Notary Public
reflecting the total gross receipts received ﬁy'company during the
rreceding calendar quarter. Company shall at all times keep ana
malntain a full, true and correct accounting of all the gross
receipts and income arising cut of operations under the franchise,
and books of accounts and all other records ghall at all reasonable
times bea open to Iinspection and examination within the County by
Clinton County Fiscal Court mnd/or its representatives. Clinton
County does hereby reserve the right to audlt, at County expense,
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and recompute any and all amounts pald hereunder, and no acceptance
of any payment shall be construed as a release or as an accord and
gatisfactlon or waiver of any claim‘tha County may have for furthar
or additional sumz payable under the franchise. Additionally,
Company will furnish County with a copy of annual audit report
required by‘Publ;c Sarvice Commigelon. Fuither, the amount of the

proposed annual franchise fee to be pald Clinton County will be
included in the bid submitted by bildders.

CONSTRUCTION:

BECTION 17.

(2) The company shall start construction of a natural gas
system within ninety (90) days £rom the date of the granting of
the Certificate of Convenlence and Necesslty For Construction by
the Public Service Commlssion, and the company shall make reports
upon its progress in constructing the natural gas system to the
County, every ninety days until the psystem is in operation,
operation being that natural gas is supplied to customers within
the County, sald reports Eeing for the purpose of Ilnforming the
County that the Company is making reasonable progress toward the
implementation of the system and for Clinton County, Xentucky,
acting by and through Clinton County Filscal Court to determine
whether the franchise should be revoked by reason of the fallure of
the Company to make reasonable progress toward implementation of

the systems, all at the discretion of the County.

(b) Reascnable progress toward implementation of the system
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shall include, but not ba limited to the actuzl construction and

laying of gas lines and malns.
(c) Company ghall within ten days from the acceptance of its

"“bid by the County, deposit with the County a Fifty Thousand

(850,000.00) Dollar performance deposlt or insurance bond (with
County named as Payee) and if cash, to be held in escrow by the
County pending a showlng of reasonable progress toward
implementation of the system. Upen a showing of such progress, the
County may refund said deposit or release Company <from this
obilgation at any time following the expiration of ninety (90) days
from the franchisa acceptance, but not later than 180 days from
sald date. On the failure of company te show reasonable progress
towards lmplementation of the system within 180 days from the
franchise date, the rights and authority herein granted shall
cease, and the security depogited with the County shall be
forfeited to County without action by the County and without
further notice to Company; provided however, that Clinton County
may extend the time within which pervices are to be commenced as. it
may deem just and equitable.

(d) Tollowlng the implementation of the operation‘of the
system the company =8hall make annual reports to the County
concerning the operation of the natural gas systém and the

financial condition of the company at the end of each calendar

4

year.

(8) Within two years from the award of the franchise to the
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Company, the Company shall further meke available natural gas

service to a nminimum of fifty~percent (50%) of the potential,

residential and commercial customers desiring natﬁral gag within

Clinton County which potential customars have reguested service and
which service has beeri approved by the Public Service Commission,
and submit to the County a report Substantiating‘said avallability
pf service, as well as a list of those individualg or entitles
requesting gas service, for the purpose of informlng the County
that the Company is making reasonable progress to provide service
to all potential, residential and commercial customers desiring
natural gas within the County and for the County to determlne
whether the franchise should be ravoked by reason of the failure of
the tompany to make reasonable progfess in offering and providing

services to all potantial, residential and commercial customers

desiring natura)l gas within +the County. In making this

determination, the County shall give due consideration to the

Company's rights as outlined in SECTION 7, heraln.
(£) Furthermore, the bid from potential bidders will specify

the amount of time which the Company wlll require in order to

sarvice any customer, residential or commercial and the policy .,

which the Company plang to {mplement and adhere te as to the
procedures and response time as to establishing initlal service as
well as the policy and procedureg regarding trouble calls and
maintenance calls for all customexa. Furthermore, Company, after
receiving the franchise award, wlll, as soon as possibla, provide
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County with a copy ©f any operations manual required by the Publie
Sexvice Commission,

(g) The Company shall locate and maintain a local customer
office within Clinton County, Rentucky at all times durxing the term

of the franchise and will maintain regular busniness hours.at sald
cffice for the benefit of the public.

BINDING EFFECT:
SECTION 18. Tha terms of this ordinance creating this

franchise and the subgequent granting ordinance ara contractual and

binding according to the terms contained therein, and shall be

binding on as well as inuring to the benefit of Clinton County,

‘Kentucky and the Company and the successors and assigns of . the

Company .
INCONSISTENT ORDINANCES OR PROVISIONS:

SECTION 19. Provisions of any other ordinance that are

inconsiztent with this ordinanca are and shall be ineffective with

’

roopoot ko the company aoquiring this franchian.

ADVERTISEMENT OF FRANCHISE ORDINANCE AND FUR BiDS:

SECTION 20,

(2) 1t shall be the duty of Clinton County as soon as
practicable after the ratification of thig enabling ordinance to
advertise the sale of this franchise by advertising for blds for
same, at 2 minimum, once per week for three successive weeks in the
Clinton County News so that the final publication shall appear not
less than seven days befere the day on which the bid opening shall

Page 17



occur nok more than 21 days before the day of the bid opening.

said notices and newspaper advertlsement shall state when the

~ County shall recelve the bilds for the sale of said franchise by

sealed bid, giving the time and place of opening of said bids. All
bids shall be effective and valid for a period of thirty (30) days
following the the opening of sams. P

(b) Sald advertisement shall reserve unto the County the right
to reject any and all bids submitted.

(¢) The newspaper publication shall describe the franchise to
ba sold and state that a copy thereof 1s available for inspection
at the Clinton County, XKentucky, Judge/Executive's Office.

(d) The County shall sell sald franchises in accordance with
sald notice and advertisement and the County may accept that‘ﬁid
which in its Jjudgement {3 the highest and best bid or the County
may reject any and all bids submitted.
| {e) In addition to the consideration in the form of &
franchise fee te Clinten County, Kentucky, the bidder will state a
dollar amount proposed for the purchaéa of sald franchise, which
amount shall not be less than One Thousand Dollars ($1,000.00).
The bidder to whom sald franchise shall be awarded shall shall
state In the bld, the scceptance of the terxms and provisions of
this ordinance as well as the subsequent granting ordinance and the
successful, shall, within ten (10) days after the acceptance of its
bid by Clinton County, pay the aforesaid amount of the bid to
Clinton County, Kentucky. No permit fee or other additlonal charge
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shall be lmposed on the company. The monies called for in this

section are non-refundable.

{£) The successful bidder will reimburse Clinton County,

Kentucky the =mount of all legal advertising and notice costs

"incurred as a result of the enabling and granting ordinances and

final publication of same,
ADDITIONAL CONSIDERATION:

SECTION 21. As additional conslderation for ihe franchise,
the Company s5hall allow Clinton County, Kentucky a discount of 25%
on all natural gas used for heating and operating any public,
county owned building which bullding is used exclusively for public
and/or county use or purpases. To clarify, saild discount would not
apply to & County owned bullding which is being leased to a private
person or entity. Such discount shall be applied to the rates that
would otherwise be charged for nonrssidential service of similar
extent. Further, this provision iz subject to the "special
contract" provisions of the‘Public Service commisaion.

SEVERABILITY:

SECTION 22, The franchise is granted pursuant to thHe laws of
the Commonwealth of XKentucky relating to the granting of such |
rights and privileges by county governments. If any article,
section, sentense, etc.,,, of this ordinancs is for any reason held
illegal, invalid or unconstitutional, such invalidity shall not
affect the valldity of the ordinance oxr any of the remaiﬁing
portions. The invglidity of any portien of this ordinace shall not
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\_ -/ abate, reduce, or otherwise affect the conslderation or other
obligation required of the grantee. In the event of é declaration
of invalidity by a Court of competent jurisdiction,‘nothing shall
prohibit the proposed grantlng ordinance/s from being considered a
right of easement for valuable considaration and this provisien
shall be set forth in aﬁy granting ordinance/s.

PUBLIC BENEFITS#

SECTION 23, This ordinance ig hereby declared to be a measure
in the interest of public peace, health, welfare and saféty, and
this ordinance shall become effective upon passage, approval and
publication as required by law.

Published prior to passage on the 20thday of _June ; 1986.
Read and approved on first reading on the 19th day of

L:) June, 19896,

Read and approved on second reading on this the 20th day of

June, 1886,
CLINTON COUNTY, KENTUCRY
BY: 5 —_— ////
CHARLENE KING, .
CLINTON COUNTY
JUDGE/EXECUTIVE
CLINTON COUNTY FISCAL COURYT
ATTEST: |
oy
ELMORE
dGaz,04
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CITY OF ALBANY, KENTUCKY
City Ordinance 'No. 85-001

AN ORDINANCE CREATING A FRANCHISE FOR THE .CONSTRUCTION,
MAINTENANCE AND OPERATION OF A NATURAL GAS SYSTEM IN
THE CLTY OF. ALBANY, KENTUCKY FOR THE FURNISHING AND
SELLING OF NATURAL GAS BY MEANS OF SAID FACILITIES

" AND PROVIDING FOR THE SALE OF SAID FRANGHISE IN THE
CITY OF ALBANY KENTUCKY.

" WHEREAS the City of Albany, Kentucky is authorized by
the Constitution of the Commonwealth of Kentucky to estab-
lish a franchise within the City of Albany, Kentucky for the
construction and maintenance of a system for selling natural
gas within the city for the use and enjoyment of its citizens

and

Whereas the City of Albany, Kentucky wishes to establish

~ cextain guidelines for the operation of a natural gas system

for the use and enjoyment of the people of the City of Albany,

NOW THERERORE, be it ordained by the City of Albany,
Kentucky as follows:

1. That there is hereby created a franchise for installing,
layiné andlmaintaining gas pipes and other necessary apparatus
for the transmission, distribution and sale of né;ural 288 tow-
gether with all appurtenant facilities and equipment in, along,
under and across the public ways, roads, streets, alleys and
other public places in the City of Albany, Kentucky, and for
constructing the necessary conduits and manholes for the in-
stallation of saild pipes, facilities and equipment, and for
selling natural gas by means of said facilities, and such
gas méy be conveyed through the City of Albany‘andmto any
portion of Clinton County and to any other town or county.

2. The person, firm or corporation which shall become
the purchaser of this franchise, or any successor or assignge

thereof, shall for brevity hereinafter be spoken of as the
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"Company" herein, and the public ways, roads{astieets,

.alléys;and bthervpubiic'places of the City of Albany,

Kentdcky;shall for brevity hereinafter be spoken of as
the "streets."

3. The Company awarded this franchise, its legal
rgpresentétives, successors .and assigns, are hereby sub-

ject to the conditions hereinafter contained, authorized

- and empowered to acquire, purchase, construct, maintain,

and operate in and through this city a system for the
generation, distribution and transmission of natural gas

from points either within or without the corporate limits

of this city, to this city and fhe inhabitants thereof, and
from and ghrough this city’to persons, corporations and mu-
nicipalities beyond thé 1imits thereof, and for the sale of
same for light, heat, power end other purposes; to erect and
maintain gas mains, pipes and other apparatus necessary or

convenient for the operation of said system in, upon, acrossg

and .along each and all of the streets, alleys and public
places within the present and future corporate limits of

this c¢ity; to have and hold as by law authorized, any and

all property, easements and other rights necessary or con=-
venient for said purpose, said property, easements and other
rights to be acquired by the Company at its own expense; to
use any and all such streets, alleys and public places while
constructing or operating said natural gas system or works;
 and to cross any and all streets and streams in this city for
the purpose of constructing, maintaining or extending such
pipes, and other apparatus as may be necessary or convenient
for the proper distribution of matural gas ‘in and through"

this city. If after any pipe or other apparatus has once been

-
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erected the City Gouncil shall order the removal of said gas
meins, pipes or apparatus to another location, the City shall
pay the cost of making such relocation unlessa due to widening,

regrading or reconstruction of the street or highway, in which

- case the Company will relocate at its expense. The "Company shall

"also have the right to use the streets with its service and

maintenance vehicles and equipment in furtherance of this
franchisé. Before beginning the construction of any new line
of pipes, mains or appurtenances under this franchise, the
Comﬁany shall prepare a plat showing the construction of the
work to be done and a brief description showing the manner in
which it is to be done;'whiqh plan and specification shall be
presented to the dﬁty Gouncil for its approval, and shall not
proceed with such construction until approval is granted. Such
approval, however, shall not be unreasonably denied, withheld
or delayed, After the work iz completed the City Council shall
have the right to examine said work anq should it find that the
work has not been done in accordance with ihe plans and speci-
fications approved by the City, the Company-shall at its own
expense make such changes as will cause the ‘work to conform
to the plans and spécificatinns approved by'the City. The work
shall be done in a workmanlike manner and so as not to unneces-~
sarily interfere with the public use of any said streets. Where-
ever the surface of any street is opened it must be restored to
as good a condition as it was prior to the opening thereof.

4. The Company shall indemnify, save and hold harmless

the City from any and all damages, judgments, decrees, costs

-and expenses which the City may legally suffer or incur or

which may‘be legally obtained against the City for or by reason
of the use and occupation of any streets in the ciﬁy by’the

Company, pursuant to the terms of this franchise or legally

3=
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resulting from the exercise by the Company of any of the privi-
1eges"herein granted; and if any claim shall be made or suit
brought against the City for damages allezed to have been
sustained by reaso& of the occupation of any street or the

exercigse of any privileges herein granted, by the Company,

the City shall immediately notify the company in wfiging

thereof'and”thé Cbmpany is hereby given the right and privi-
1ege‘£o défend or ‘assist -in defending~such suit in the name
of the City.

5. The Company méy furnish natural gas for light, heat,
power and any other lawful purpose to any person or persons,
company or entity residing along or near the aforesald streets,
and may make.suchk lawful contracts for the use thereof as may
be agreed upon between the Company and such person or persons,
company or entity.

6. The Company shall extend ils natural gas mains, pipes
and equipment and install additiomal equipmen£ whenever it is
agsured -of deriviné additionél business therefrom and receive
a reasonable return upon the investment required.to install
such extension.

| 7. The Company shall have the right to mske and enforce
reasonable rules and regulations necessary for the proper con-
duct of its business and protection of its property, subject
to all local, state and federal laws and regulations.

8. The Company shall have the right to charge reasonable
rates for natural gas supplied within the city and rates that
are subject to regulation by the Public Service Commission of
Kentucky, or any other appropriate local, state and/or federal
agency. . “ - e e =

9, This franchlse and all rights and privileges granted

hereunder shall be in full force and effect for a period of

e
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twenty (20) years from and after the date when this fran-

chise is granted to the Company, subiject to the Company's

compliaﬁce wirh the provisions of this franchise.

” 10 'In the event that the Company desires to sell the
vsystem thar iL establishes for the distributlon of natural
gag within the city, the City shall have the right of first
refusal to purchase the system from the Company At a price
to be agreed upon between the City and the Company. In the
event that no price can be agreed upon between the City and
the Company, the parties may'provide for a method of deter-
mining a reasonable price for the system, including but not
limited to, mediation~or arbitration.

11. The Company shall comply with all local, state and
federal laws ahd regulations in construcfing and operating the
natural ges system herein, including but not limited to, com-
plignce with the rules and regulations of the Public Service
Coﬁmission“of the Commonwealth of Kentucky or any oﬁher appro-
priate local, state and/or federal agency.

12. In the event that the City should enact a utility tax,
user fee or similar charge to be levied upon gas purchasers
during the term of this franchise, the Company»shall add said
_charge to 1ts monthly bills, collect same for the City and
deliver the collections monthly to the City, all at no cost
to the City.

13. This franchise may be transferred by the Company only

with written prior consent of the City and subject to the City's

- right of first refusal to purchase said franchise as set forth

herein above. It is further understood that the word "company"

wheneVerzd:appears hereln shall include and apply _to all the

>

successors and/or assigns of the Company.

14. The City shall receive from the Company as consideration

-5-.
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for the granting of this franchise and the continuing enjoy-

‘mént thereof, an annual franchise fee of %% of all gross

receipts received by the Company during a fiscal year, a
fiscal year Being from July 1 to June 30, and the Company
shall pay said fee to the City within 30 days from the end
of“the fiscal year. I

~15. The :Company shall start construction of a natural
gas system within ninety (90) days from the date of the award
of this franchise and the Company shall make reports upon
its progress in constructing the natural gas system to. the
City, every’ninety'dayg until the system is in operation,
operatioﬁ beiﬂg tﬁat natural éasnis suﬁplied to customers
within the éity, said reports for the purpose of informing
the. City that the Company is making veasonable progress
toward the implementation of the system and for the City to
determine whether the franchise should be revoked by reason
of the failure of the Company to make reasonable progress
toward imﬁlementation of the system, as decided by the City.
Following thé implementation of the operation of the system
the Company shall make annﬁal reports to the City concerning
the operation of the natural gas system and the financial
cbndition éf‘the Company at the end of each fiscal‘year.
Within twg'yéars‘from the award of the franchise to the
Company, the Company sﬁall further make available natural
gas service. to seventy-five percent (75%) of the potential
customers within the city of Albany and submit unto the City
a report substantiating saild availability of service, for
the purpoge“of informing the City that the Company is making
reasonablé progress "to provide service-to~all potential’
customers within the city and for the City to determine/
whether the franchise should be revoked by reason of the
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failure of the company to make ressonable progress in offering
servides to all potential customers within theé city.

16. The terms of this ordinance creating thils franchise
are contraciual and binding according to its terms, on the City
and the Company.

17. Provisions ‘of any other ordinance that are incongis~

tent With"this<franchise are and shall bé‘ineffective'with re-

spect to the Company acquiring tﬁis franchise.

18. Any previous ordinance passed by the City of Albany
dealing wilth the creation of a natural gas franchise is ex-
pressly repealed by the enactment of this ordinance.

19. It shall be the duty of the Clerk of the City as
soon as practicable after the ratification of this ordihance
to advertise the sale of this franchlse once a week for
two successive weeks in "The Clinton County News," so
that the final publication shall appear not less than
seven days before the day on which the sale shall occur
nor more than Zi days before the day of the sale;‘said
sale to occur on Friday, March 1, 1985, at the hour of
3:00 P.M., local time, Saild notice and newspaper adver-
tisement shall state when the Clerk shall receive the bids
for the sale of said franchise by sealed bid, giving the
time and place of opening of said bids. All bids shall be
for a period of ten (10) days following the date of the opening.
daid advertisement shall reserve unto. the City the right
to veject any and all bids submitted. The newspaper publi-
cation shall describe the franchise to be sold and state
that a copy thereof is availablewion_inspaction_ahwCitym
Hall. The City shall sell said franchise in accordance
with said notice and a&vertisement and the City may accept
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that bid which in its judgment Ls the highest and best bid
or the City may reject any and all bids submitted. No bid
of less than: §100 shall be aceepted. The bidder to wﬁom
gald franchise shall be awarded shall within ten (10) days
after the acceptance of its bid by the City Council of the
City of Albany‘pay éhe amount. of the bid to the City of
Albany. :No‘permit fee or other additipnalycharge, except
occupational license fee, ghall be dmposed on the Company.
20. This ordinance shall take effect and be in full
force when passed, published and recorded according to law.
IN WITNESS WHEREOF, I, the undersigned, as Mayor of the
City of Albany, Kentucky, have hereunto set my hand on this

A§€L day of February, 1985.

) oy

\—==TIDNEY 5. SCOZFI, Méyor
City of Albany, Kentucky

ATTEST:
L.
GLENNA ALLEN, Clerk
City of Albany, Kentucky

B
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CITY OF ALBANY, KENTUCKY
City Ordinance No. 86-~003

AN ORDINANCE AMMENDING A PRIOR ORDINANCﬁ WHICH

CREATED A FRANCHISE FOR THE CONSTRUCTION, MAINTENANCE

AND OPERATION OF A NATURAL GAS SYSTEM IN THE CITY OF

ALBANY, KENTUCKY FOR THE FURNISHING AND SELLING OF

NATURAL GAS BY MEANS OF SAID FACILITIES AND PROVIDING

FOR THE SALE OF SAID FRANCHISE IN THE CITY OF ALBANY,

KENTUCKY.

WHEREAS the City of Albany, Kentucky 4id on Maxch 4, 1986,
vote to purchase the physical plant of Albany Gas Utility
Company, and graht an exclusive management contract for same
tp'Albany Gas Utility, and .

WHEREAS 1t appears that the Ordinance passed was in fact
defective and due to ghe chaotip events of recent days and the
discorﬁ and confusion it has created among the members of City
government and the good townspeople of Albany, Kentucky and

WHEREAS the City council has voted that the present situation
as it exists is in fact an emergency situation, and therefore
the second reading of this ordinance i3 not reguired as per
KRS 83A,060(Sub 7);

NOW THEREFORE, be it ordained by the City of Albany,
Kentucky, that the portion of City Oxrdinance No. 85-001 as
set out below is ammended as follows:

13. This franchise may be transferred by the Company only
with written prior comsent of the City and subject to the City's
right of first refusal to purchase saild franchise as set fofth
heféin above. It is further .understood that thg worll "company"

whenever it appears herein shall include and apply to all the

succesgors and/or assigns of the Company. Should the City

elect to_purchase said Franchise, the City may enter into a

management agreement with any party or entity, including the

original, grantee of the Fraichiss ™" THe Terms and conditions of

salid management agreement shall be negotiable between the City

and the entilty granted the management contrackt.

This Ordinance shall take effect after its passage and
upon publication.

Enacted this 7th day of March, 1986.

.

ATTEST: - : - LANNY WLIN, MAYOR
City of Albany, Kentucky
,;{L,m,.a/ W Qz..,) , :
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This document has been electronically entered in the records of the United
States Bankruptcy Court for the Southern District of Ohio.

IT IS SO ORDERED.

Dated: October 21, 2010

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF OHIO

EASTERN DIVISION
In re: Case No. 09-056171
GASCO DISTRIBUTION Chapter 11
SYSTEMS, INC.
Judge C. Kathryn Preston
Debtor.

ORDER (A) APPROVING THE SALE OF SUBSTANTIALLY ALL OF DEBTOR’S
UTILITY DISTRIBUTION SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT AUCTION;
(B) AUTHORIZING THE ASSUMPTION AND ASSIGNMENT OF CERTAIN
EXECUTORY CONTRACTS; AND (C) GRANTING OTHER RELATED RELIEF
[RELATED TO DOC. NOS. 179, 199 and 211}

This matter coming before the Court on the Motion of Gasco Distribution Systems, Inc.,
Debtor and Debtor in Possession (“Debtor”), for an Order (I) Authorizing the Sale of
Substantially all of its Utility Distribution Systems Assets Free and Clear of Liens, Claims and
Encumbrances under Asset Purchase Agreement, Subject to Higher and Better Offers, (1)

Approving the Procedures for an Auction, (III) Authorizing the Assumption and Assignment of

EXHIBIT




Certain Executory Contracts in Connection Therewith, (IV) Scheduling an Augtion and a
Hearing Date Relating Thereto, (V) Approving Break-Up Fee, and (VI) Approving the Forms of
Notice Thereof [Doc. No. 179} (the “Sale Motion™). The Sale Motion sought approval of,
among other things, (i) the institution of bidding procedures to be employed in connection with
the Debtor’s sale of substantially all of the Debtor’s utility distribution systems assets to Navitas
Assets, LLC or its designated assigns (the “Buyer”) pursuant to the terms and conditions of an
Asset Purchase Agreement (“APA”) .subject to higher or otherwise better bids, and (ii) the
scheduling of a bid submission deadline, auction, and sale hearing and objection deadline and the
approval of the sale of substantially all of the Debtor’s assets to Buyer under the APA subject to
higher and better bids being received at auction, and the Debtor’s assumption and assignment of
certain of its executory contracts in connection therewith. In connection with the Sale Motion,
the Court previously entered its Order Authorizing And Approving The Bidding Procedures For
An Auction Sale Of Substantially All of the Debtor’s Utility Distribution Systems Assets,
Scheduling An Auction Date And Sale Hearing Date And The Deadline For Objections To The
Proposed Sale, And Approving Notices To Creditors And Parties In Interest on August 23, 2010
[Docket No. 199] (the “Bid Procedures Order”). After the Auction held on October 12, 2010
pursuant to the Bid Procedures Order, and as identified in the Report of Auction Sale [Doc. No.
211] (“Auction Report”)! filed herein by the Debtor, the Debtor has determined the Winning Bid
and Winning Back-Up Bid as follows: Navitas Assets, LLC, the Stalking Horse (“Buyer”) has
been determined by the Debtor to be the Winning Bidder submitting the highest and best bid (the

“Winning Bid”) for the combination of the Jellico Utility and the Three ABF Utilities, with the

! Attached to the Report of Auction Sale is the Amendment to the APA as between the Debtor and Buyer, which, the
Debtor represents, does not make any changes that are less favorable, nor more burdensome, than Buyer’s APA.
Also attached to the Report of Sale is the Winning Back-Up Bid of Powell Clinch for the Jellico Utility only, not
including the increase of the purchase price at the Auction to $570,000.



base purchase price* bid of $760,200, and Powell Clinch Utility District of Anderson and
Campbell County, Tennessee (“Powell Clinch”) has been determined by the Debtor to be the
Winning Back-Up Bidder submitting the highest and best bid for the Jellico Utility Only
“Winning Back-Up Bid” with a base purchase price of $570,000. A hearing (“Sale Hearing”)
was held on the Sale Motion and Auction Report and to consider approval of the Winning Bid
and Winning Back-Up Bid on October 19, 2010; and all creditors and parties in interest have
been afforded an opportunity to be heard with respect to the Sale Motion and Auction Report and
all relief sought thereunder, and the Court being otherwise duly advised and informed in the
' premises, and noting that there have been no objections, the Court, for the reasons stated on the
record at the Sales Hearing, and further based upon the Sale Motion and Auction Report, hereby
finds and Orders as follows.?

IT IS HEREBY FOUND AND DETERMINED THAT:

A. This Court has jurisdiction over the Sale Motion pursuant to 28 U.S.C. §§ 157 and 1334,
and this matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A), (N) and (O). Venue of
this case and the Sale Motion in this district is proper under 28 U.S.C. §§ 1408 and 1409. The
statutory predicates for the relief sought in the Motion are Sections 105(a), 363(b), (f), (m) and
(n), and 365 of the United States Bankruptcy Code, 11 U.S.C. §§ 101 ef seq., as amended (the
“Bankruptcy Code”), and Rules 2002, 6004, 6006 and 9014 of the Federal Rules of Bankruptcy
Procedure (the “Bankruptcy Rules™).

B. The Debtor has conducted a thorough and adequate search for potential purchasers for the
Distribution Systems or Assets (“Assets”).

C. Proper, timely, adequate and sufficient notice of the Sale Motion, the Sale Hearing, and
the transactions contemplated by the APA and this Order (the “Transactions”), including,

2 As set forth in the Sale Motion, page 7, Buyer’s APA, not only has a base purchase price, but customary
adjustments including credit/debits, as appropriate, including for customer deposits, accounts receivable collected
within a certain time, spare parts, unrecovered gas costs and Cure Amounts on Assumed Contracts. The Debtor
represents that the Winning Back-Up Bid contains similar adjustments.

* All capitalized terms not defined in this Order shall have the same meanings as in the Sale Motion or the Winning
Bidder’s APA, and, as appropriate, the Winning Back-Up Bidder’s APA.



without limitation, the assumption and assignment of the Assumed Contracts, has been provided
in accordance with Sections 105(a), 363 and 365 of the Bankruptcy Code and Rules 2002, 6004,
6006, and 9014 of the Bankruptcy Rules. Such notice was good, sufficient and appropriate under
the particular circumstances, and no other or further notice of the Sale Motion, the Sale Hearing,
or the transactions, including, without limitation, the assumption and assignment of the Assumed
Contracts, is or shall be required.

D. As demonstrated by (i) the testimony and/or other evidence proffered at the Sale Hearing,
and (ii) the representations of counsel made on the record at the Sale Hearing, the Debtor has
conducted the sale process fairly and openly in a manner reasonably calculated to produce the
highest and best offers for the Assets under the circumstances and in compliance with the Bid
- Procedures Order. The Sale Hearing was held and the highest and best offer received by the
Debtor for the Assets at or before the Sale Hearing was the offer by Buyer to purchase the Assets
at a base purchase price of $760,200, and such offer is reflected in the Buyer’s APA*. The
highest and best back-up bid on the Jellico Utility only is the $570,000 offered by the Winning
Back-Up Bidder, Powell Clinch, pursuant to the terms of the Winning Back-Up Bid.

E. Approval of the Buyer’s APA and consummation of the Transactions, including the sale
of the Assets at this time, is in the best interests of the Debtor, its creditors, its estate, and other
parties in interest. The Debtor has established that strong business reasons exist for (i) selling the
Assets outside the ordinary course of business and outside a plan and (ii) the assumption and
assignment of the Assumed Contracts as specified in the APA. The sale of the Assets pursuant to
the APA will produce higher value than could be obtained in a liquidation sale.

F. Upon review of the evidence presented or proffered, the Court finds that the APA was
negotiated, proposed and entered into by the Debtor and the Buyer without collusion, in good
faith, and from arm’s-length bargaining positions. The terms of the APA are fair and reasonable.
Neither the Debtor, nor the Buyer have engaged in any conduct that would cause or permit the
APA or any part of the Transactions provided for herein to be avoided, or for the imposition of
costs and damages against the Buyer under Section 363(n) of the Bankruptcy Code. The Buyer is
not an insider of the Debtor as that term is defined in Section 101(31) of the Bankruptcy Code.
The Buyer is not related to nor affiliated with the Debtor or any of its officers or shareholders.

G. Upon review of the evidence presented or proffered, the Court finds that the Buyer is a
good faith purchaser under Section 363(m) of the Bankruptcy Code and, as such, is entitled to all
of the protections afforded thereby. The Buyer will be acting in good faith within the meaning of
Section 363(m) of the Bankruptcy Code in closing the sale of the Assets pursuant to the APA.

H. The Debtor is the sole and lawful owner of the Assets. Subject to certain exceptions set
forth herein, the Debtor may sell the Assets to the Buyer free and clear of all liens, claims and
interests in accordance with, and to the extent permitted by, section 363(f) of the Bankruptecy
Code. As a condition of purchasing the Assets, the Buyer requires that the Assets be sold free
and clear of all liens, claims and interest, including all tax liens, except those explicitly and
expressly assumed by the Buyer in the APA. Accordingly, the transfer of the Assets to the

* «APA” as referenced singularly herein, shall only mean the Buyer’s APA, as amended.



Buyer is or will be a legal, valid and effective transfer of the Assets, and will vest the Buyer with
all right, title and interest in and to the Assets, free and clear of all liens, claims and interest, .
including all tax liens, except those explicitly and expressly assumed by the Buyer in the APA
pursuant to, and to the fullest extent permitted by, section 363(f) of the Bankruptcy Code.
Except as otherwise expressly set forth in the APA, the transfer of the Assets to Buyer do€s not
and will not subject Buyer to any liability whatsoever with respect to the operation of the
Debtor’s business and/or the ownership of the Assets prior to the Closing.

L Non-debtor parties holding valid liens, claims or interests in or with respect to the Assets
who did not object to the Sale Motion or those whose objections were withdrawn are deemed to
have consented to the sale of the Assets free and clear of their liens, claims or interests in or with
respect to the Assets pursuant to section 363(f)(2) of the Bankruptcy Code.

J. In the event that the Buyer does not timely perform, or otherwise fails to close on the
Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may have under the APA, the Winning Back-Up Bid of Powell Clinch
shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility,
and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.
Accordingly, in such event, the findings of this Court with respect to the Buyer and the APA as
set forth in paragraphs E, F, G, H, and I hereof shall also be deemed to equally apply to the
Winning Back-Up Bidder and the Winning Back-Up Bid on the sale of the Jellico Utility only.
Notwithstanding, Powell Clinch’s closing on the purchase of the Jellico Utility on the terms and
conditions set forth in its Winning Back-Up Bid and herein shall then be at its option and it shall
not be obligated to so close, unless it subsequently agrees to do so.

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED THAT:
1. The Motion, as supplemented by the Auction Report, is GRANTED by this Order.

Approval of the Asset Purchase Agreement

2. The APA, and all of the terms and conditions thereof, as may be amended, including as
may be amended by this Order, are hereby approved.

3. Pursuant to Sections 363(b) and (f) of the Bankruptcy Code, the Debtor is authorized and
directed to consummate the sale of the Assets pursuant to and in accordance with the terms and
conditions of the APA and this Order.

4. The Debtor is empowered to perform under, consummate and implement the APA, and is
authorized and directed to take all other actions as are necessary to effectuate the Transactions,
including executing and delivering all additional instruments and documents that may be
reasonably necessary or desirable to implement the APA, and to take all further actions as may
be requested by the Buyer for the purpose of assigning, transferring, granting, conveying and



conferring to the Buyer or reducing to possession, the Assets and the Assumed Contracts, or as

may be necessary or appropriate to the performance of the obligations as contemplated by the
APA.

Transfer of Assets Free and Clear of Liens

5. At Closing, Buyer shall acquire the Assets for the Purchase Price (as defined in the APA,
to the extent modified hereby). Upon the payment of the Purchase Price for the respective assets,
the Assets shall be transferred, and title passed, to the Buyer in the respective Assets pursuant to
the fullest extent permitted by Sections 105(a) and 363(f) of the Bankruptcy Code and all other
applicable laws, free and clear of all claims, liens, interests or encumbrances, including all tax
liens, other than the Assumed Liabilities and such other liens, claims and interests as are
expressly and explicitly assumed by the Buyer in the APA (collectively, the “Permitted Liens”),
with all such liens, claims, interests or encumbrances of any kind or nature whatsoever (other
than the Assumed Liabilities and the Permitted Liens) attaching to the proceeds of the sale of the
Assets in the order of their priority, with the same validity, force and effect which they now
have. '

6. Except for the Assumed Liabilities (as defined in the APAs or as otherwise expressly
provided for in the APA), the Buyer shall not have any liability or responsibility for any Liability
(as defined in the APA) or other obligation of the Debtor arising under or related to the Assets. -
Without limiting the generality of the foregoing, and except as otherwise specifically provided in
the APA, the Buyer shall not be liable for the Excluded Liabilities (as defined in the APA) or any
other Liabilities against the Assets, Debtor or any of their predecessors or affiliates including, but
‘not limited to, Liabilities whether known or unknown as of the Closing Date, now existing or
hereafter arising, whether fixed or contingent, with respect to the Debtor or any obligations of
the Debtor arising prior to the Closing Date, whether relating to or arising out of the Business (as
defined in the APA), the Excluded Assets (as defined in the APA) or the Assets or otherwise,
other than the Assumed Liabilities.

7. Except as expressly permitted or otherwise specifically provided by the APA, all parties
holding liens or claims or interests of any kind or nature whatsoever against Debtor or the Assets
(whether legal or equitable, secured or unsecured, matured or unmatured, known or unknown,
liquidated or unliquidated, contingent or non-contingent, senior or subordinated), arising under
or out of, in connection with, or in any way relating to, the Debtor, the Assets, the operation of
the Debtor’s business prior to the Closing Date, or the transfer of the Assets to the Buyer, hereby
are forever barred, estopped, and permanently enjoined from asserting such persons’ or entities’
liens or claims against the Buyer, its successors or assigns, its property or assets, which claims
are hereby transferred to the sale proceeds whether or not a party asserting any such claim has
delivered to Buyer a release. But for the obligations under Assumed Contracts or other assumed
liabilities as expressly provided for in the APA, Buyer shall not be liable for any claims of any
kind or nature, whether prepetition or post-petition, matured or unmatured, fixed or contingent,
liquidated or unliquidated, known or unknown, against the Debtor or any of their predecessors or
affiliates, and the Buyer shall have no successor liability to the extent this Court has the authority
to order same under applicable law.



8. Pursuant to sections 365(b), (c) and (f) of the Bankruptcy Code, and subject to this Order,
the Debtor is authorized to assume and assign the executory contracts as were identified on the
Notice of Intent to Assume (hereinafter referred to collectively as the “Assumed Contracts”),
which, consistent with the APA and this Order, are those identified in the APA (as such terms
are defined in the APA) designated for assignment to the Buyer pursuant to the APA, subject to
the procedures established in the Bid Procedures Order.

9. Those Assigned Contracts, to which there has been no objection to assignment,
assumption and the Cure Amount (i) shall be deemed assumed and assigned to the Buyer as of
the Closing Date and (ii) the Buyer shall be deemed to have provided adequate assurance of its
future performance under the relevant Assigned Contracts within the meaning of sections
365(b)(1)(C), 365(b)(3) (to the extent applicable) and 365(f)(2)(B) of the Bankruptcy Code.

10.  Upon Closing, the Buyer shall assume full responsibility and liability for all Assigned
Contracts, including payment of all Cure Amounts (as have been established in accordance with
Cure Notice), and Debtor shall have no further responsibility, financial or otherwise, under any
Assumed Contracts for any defaults, breaches or other damages associated with the Assumed
Contracts, whether arising or accruing prior to or subsequent to the Closing, except as follows:
unless expressly assumed by the Buyer, the Debtor shall be responsible for any additional
obligations accruing post petition since the filing of the Sales Motion under the Assigned
Contracts through the date of Closing, and a portion of the Purchase Price may be applied to pay
the same.

11.  On or as promptly after the Closing Date as practical, the Cure Amounts to which no
objections have been filed, or to which the Buyer and applicable non-debtor contract party have
agreed as to the allowed Cure Amounts, shall be paid.

12.  The Buyer shall only be required to assume the Assigned Contracts, subject to the
applicable Cure Amounts, and the Debtor shall not be deemed to assume any executory contract
that is not assigned to the Buyer.

13.  There shall be no rent accelerations, assignment fees, increases or any other fees charged
to the Buyer as a result of the assumption and assignment of any Assigned Contract.

14.  Pursuant to sections 105(a), 363 and 365 of the Bankruptcy Code, all parties to the
Assigned Contracts are forever barred and enjoined from raising or asserting against the Buyer
any assignment fee, default, breach or claim or pecuniary loss, or condition to assignment,
arising under or related to the Assigned Contracts existing as of the Closing or arising by reason
of the Closing, except for any post-petition amounts that are Assumed Liabilities being assumed
by the Buyer under the APA. Payment of the Cure Amounts shall be deemed to discharge the
Debtor’s obligation to: (i) cure, or provide adequate assurance that the Debtor will promptly
cure, any defaults under the Assigned Contracts and (ii) compensate, or provide adequate
assurance that the Debtor will promptly compensate any non-debtor party to the Assigned
Contracts for any actual pecuniary loss resulting from any default under the Assigned Contracts.



15.  In accordance with sections 365(b)(2) and () of the Bankruptcy Code, upon transfer of
the Assigned Contracts to the Buyer, (i) the Buyer shall have all of the rights of the Debtor
hereunder and each provision of such Assigned Contracts shall remain in full force and effect for
the benefit of the Buyer notwithstanding any provision in any such Assigned Contract or in
applicable law that prohibits, restricts or limits in any way such assignment or transfer, and(ii) no
Assigned Contract may be terminated, or the rights of any party modified in any respect,
including pursuant to any “change of control” clause, by any other party thereto as a result of the
consummation of the Transactions.

16.  The Debtor shall reject all executory contracts relating to the Distribution Systems that
are not Assumed Contracts, pursuant to Section 365 of the Bankruptcy Code, which rejection
shall be effective on the Closing Date by serving a Rejection Notice to the holders of those
executory contracts that are not Assumed Contracts.

17.  The transfer of the Assets to the Buyer pursuant to the APA and this Order constitutes a
legal, valid, and effective transfer of the Assets, and shall vest the Buyer with the same right, title
and interest of the Debtor in and to the Purchased Assets free and clear of all liens of any kind or
nature whatsoever (but for the Assumed Liabilities and the Permitted Liens) notwithstanding any
requirement for approval or consent by any entity (as defined in Section 101(15) of the
Bankruptcy Code).

18.  From and after the entry of this Order, the Debtor, and all third parties with notice of the
sale shall not take or cause to be taken any action which would interfere with the transfer of the
Assets to Buyer in accordance with the terms of this Order or the APA or the use and operation
by the Buyer of the Assets.

19.  The transfer of the Assets to the Buyer pursuant to the APA is an exchange for
consideration by the Buyer constitutes reasonably equivalent value and fair consideration under
the Bankruptcy Code and under the laws of the United States, any state, territory, possession or
the District of Columbia.

Additional Provisions

20. On the Closing Date of the Transactions, each of the Debtor’s creditors, secured or
otherwise, are authorized and directed to execute such documents and take all other actions as
may be necessary to release their liens in the Assets, if any, as such Liens may have been
recorded or may otherwise exist.

21. If any person or entity asserting a security interest has filed financing statements,
mortgages, construction liens, mechanic’s liens, judgment liens, /is pendens, or other documents
or agreements evidencing liens or encumbrances with respect to the Assets, and has not delivered
to the Debtor and/or the Buyer prior to the Closing Date, in proper form for filing and executed
by the appropriate parties, termination statements, instruments of satisfaction, and/or releases of
all liens which the person or entity has with respect to any of the Assets then (a) the Debtor or
the Buyer are hereby authorized and directed to execute and file such statements, instruments,
releases and other documents on behalf of the person or entity with respect to the Assets and (b)



the Buyer is hereby authorized to file, register, or otherwise récord a certified copy of this Order,
which, once. filed, registered, or otherwise recorded, shall constitute conclusive evidence of the
release of all liens in the Assets of any kind or nature whatsoever.

22.  Any notices required to be given to the Debtor’s employees pursuant to any federal or
state labor or similar laws shall be the sole responsibility of Debtor, and the Buyer shall have no
liability for Debtor’s failure to do so. Buyer shall have no obligation to pay wages, bonuses,
vacation pay, severance pay, benefits of any kind (including without limitation accrued unpaid
medical benefits), or incentives, or retention payments, workers compensation, or unemployment
benefits or any other payment with respect to employees or former employees of the Debtor.

23.  This Court shall retain exclusive jurisdiction to implement and effectuate the provisions
of this Order and the APA and to resolve any issue or dispute concerning the interpretation,
implementation or enforcement of this Order and the APA and any subsequent agreement as
required to be entered into between the Debtor and the Buyer pursuant to this Order, or the rights
and duties of the parties hereunder or thereunder, including, without limitation, any issue or
dispute concerning the transfer of the Assets free and clear of liens, claims, interests or
encumbrances.

24.  Any stay, modification, reversal or vacation of this Order will not affect the validity of
any obligation of the Debtor to the Buyer incurred under this Order. Notwithstanding any such
stay, modification, reversal or vacation, all obligations incurred by the Debtor under this Order
and the APA prior to the effective date of such stay, modification, reversal or vacation will be
governed in all respects by the original provisions of this Order, and the Buyer is entitled to the
rights, privileges and benefits granted in this Order with respect to all such obligations.

25.  The transactions contemplated by the APA are undertaken by the Buyer in good faith, as
that term is used in Section 363(m) of the Bankruptcy Code. Accordingly, the reversal or
modification on appeal of the authorization provided herein to consummate the transactions shall
not affect the validity of the Transactions as to the Buyer, except to the extent such authorization
is duly stayed pending such appeal prior to such consummation. The evidence presented or
proffered has demonstrated that the Buyer is a purchaser in good faith of the Assets and is
entitled to all of the protections afforded by Section 363(m) of the Bankruptcy Code.

26.  The terms and provisions of this Order shall be binding in all respects upon and shall
inure to the benefit of, the Debtor, its estate, and their creditors, the Buyer and its affiliates,
successors and assigns, and shall be binding in all respects upon any affected third parties
including, but not limited to, all persons asserting liens in such Assets, notwithstanding any
subsequent appointment of any Chapter 11 or Chapter 7 trustee(s), upon which such terms and
provisions likewise shall be binding.

27.  Based upon the evidence presented or proffered, it has been determined that the Buyer
shall not be deemed to (a) be the successor in interest of the Debtor; (b) have, de facto or
otherwise, merged with or into the Debtor; or (c) be a continuation of the Debtor.



28.  The failure specifically to include any particular provision of the APA in this Order shall
not diminish or impair the effectiveness of such provision, it being the intent of the Court that the
APA be authorized and approved in its entirety. Likewise, all of the provisions of this Order are
non-severable and mutually dependent.

29.  The APA and any related agreements, documents or other instruments may be modified,
amended or supplemented by the parties thereto, in a writing to be signed by all parties, and in
accordance with the terms thereof, without further order of the Court, provided that any such
modification, amendment or supplement does not have a material adverse effect on the Debtor’s
estate.

30. Nothing contained in any plan confirmed in this case or any Order of this Court
confirming such plan shall conflict with or derogate from the provisions of the APA or the terms
of this Order.

31.  The Closing on the Transactions cannot occur without the authority of the state and local
governmental jurisdictions from which the Debtor currently has the authority to operate its
respective utilities. The Court acknowledges that obtaining such regulatory authority may take a
number of months and accordingly, that the Debtor shall be required to continue to operate the
Jellico Utility and the Three ABF Utilities until such transfers are approved by the Court.

32.  As requested in the Motion, the Debtor is authorized to pay, from the proceeds of the
Purchase Price with respect to the respective assets, the amounts owing to the state and local
governments for taxes as identified in the motion in reduced amounts as agreed to by the Debtor
and by such taxing authorities, up to the amounts as set forth in the Motion without further Order
of this Court. Notwithstanding the foregoing, and except for any Permitted Liens, Buyer shall
have no obligation to pay any remaining outstanding liabilities of Debtor with respect to any
state, local or federal taxes.

33.  This Order constitutes a final and appealable order within the meaning of 28 US.C. §
158(a). Notwithstanding Bankruptcy Rules 6004(h) and 6006(d), and to any extent necessary
under Bankruptcy Rule 9014 and Rule 54(b) of the Federal Rules of Civil Procedure, as made
applicable by Bankruptcy Rule 7054, the Court expressly finds that there is no just reason for
delay in the implementation of this Order. In the event that all conditions precedent to closing
have been met or waived under the APA, the Debtor and the Buyer are hereby authorized to
consummate the Transactions upon entry of this Order or as soon as reasonably possible
thereafter.

34.  In the event that the Buyer does not timely perform, or otherwise fails to close on the
Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may have under the APA, the Winning Back-Up Bid of Powell Clinch
shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility,
and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.
Accordingly, in such event, the findings, orders and the provisions of paragraphs 1 through 35 of



this Order with respect to the Buyer and the APA and the consummation of the Transactions
shall also be deemed to equally apply to the Winning Back-Up Bidder and the Winning Back-Up
Bid on the sale of the Jellico Utility only. Notwithstanding, Powell Clinch’s closing on the
purchase of the Jellico Utility on the terms and conditions set forth in its Winning Back-Up Bid
and herein shall then be at its option and it shall not be obligated to so close, unless it
subsequently agrees to do so.

35. Debtor’s counsel shall promptly return the Earnest Money Deposits of $50,000 each that
counsel received from Powell Clinch and Delta Natural Gas Company, Inc. of Westchester,
Kentucky with their bids.

Copies to:
Default List

Roberta M. Rossi

Law Offices of Roberta M. Rossi

8904 FM 2920

Spring, Texas 77379

(Counsel for Navitas Assets, LLC, Buyer/Winning Bidder)

Herbert B. Williams, Esq.

Stokes, Williams, Sharp & Davies

920 Volunteer Landing Lane, Suite 100

Knoxville, TN 37915

(Counsel for Powell Clinch, Winning Back-Up Bldder)

TWENTY LARGEST CREDITORS

Baker & Hostetler
PO Box 70189
Cleveland, OH 44190

Sandra Burgin, Executrix
Estate of James D. Burgin
83 Pineway Street
Crossville, TN 38555-4894

Del Gasco, Inc.
3617 Lexington Road
Winchester, KY 40391

Flatiron Capital
950 17th Street, Suite 1300
Denver, CO 80202



Gatherco, Inc.
5772 Dressler Road NW
Canton, OH 44720

Internal Revenue Service
ACS Support — Stop 813G
PO Box 145566

Cincinnati, OH 45250-5566

Kentucky Department of Revenue
Division of Collections

501 High Street

PO Box 491

Frankfort, KY 40602

Kentucky, City of Albany
PO Box 129
Albany, KY 42602

Pickett County Tennessee

c/o Sue Whited, Clerk and Master
1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Kentucky, Clinton County
c/o Ricky Riddle

100 South Cross Street
Albany, KY 42602

Ohio, Dept. of Taxation
Public Utility Tax Section
PO Box 530 ‘
Columbus, OH 43216

Pennsylvania, Commonwealth of

Office of the AG

Financial Enforcement

564 Forbes Avenue, 5th Floor, Manor Comp.
Pittsburgh, PA 15219

Commonwealth of Pennsylvania

Dept. of Revenue, Bureau of Compliance
PO Box 280946

Harrisburg, PA 17128-0946



Potesta & Associates
7012 MacCorkle Avenue, SE
Charleston, WV 25304

Tennessee Dept. of Revenue

Andrew Jackson State Office Building
500 Deaderick Street

Nashville, TN 37242-0700

Campbell County Tennessee
Wm. F. Archer, Clerk and Master
Box 182

Jacksboro, TN 37757

Tennessee, City of Byrdstown
PO Box 325
Byrdstown, TN 38549

Pickett County Tennessee

c/o Sue Whited, Clerk and Master
1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Utility Pipeline, Ltd
Attn: David J. Eigel, President
5900 Mayfair Road
Canton, OH 44720

West Virginia State Income Tax Dept.
Internal Audit Division

PO Box 1202

Charleston, WV 25324-1202

Hit#



COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
ERANKFORT, KY, 40602
{502} 564-3940

CERTIFICATE OF SERVICE .

Re: Case Neo. $0-208
Ken Gas of Tennessee, Inc.
d/b/a Jellico Gas Utility, Inc.

I, Lee M. MacCracken, Executive Director of the Public
Service Commission, do hereby certify that the enclosed attested
copy of the Commission's Order in the above case was served upon
the following by U. S. Mail on the 13th day of August, 1990.

Parties of Record:
HMr. Walton R. Haddix

Mr., Robert C. Hazelrigg
Mr. Keith Bissell
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COMMONWEALTH OF RENTUCKY- -
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

GAS SERVICE TO KENTUCKY CUSTOMERS )
BY KEN-GAS OF TENNESSEE, INC. d/b/a )  CASE KO. 950-208
JELLICO GAS UTILITY, INC. )

0O R D E R

On PFebruary 6, 1989, Staff of the Kentucky Public Service
Commission ("Commission®) recelived a copy of CPB8~387-000, an
Order Determining Service Area iasuéd by the Pederal Enerqgy
Ragulatory Commission (“FERGC") on October 27, 1988. ™©his Order is
attached and marked Bxhibit A. According to the FERC Order, Ken-
Gas of Tennessee, Inc. {"Ken-Gas") proposes to build facllities
which extend acroas the Kentycky/Tennessee border to supply gas to
a 1local distribution system which it will construet in Jellico,
Tennesses. Gas will be distributed by Ken-Gas directly to end-
users, And there will be no sale for resale. Most of Ken-Gas's
customars will reside in Tennessee; however, scme of thé prospec-
tive customers may be located in Whitley County, Kentucky.

Based upon the Information available to the FERC, lincluding
the fact that Ren-Gar’'s local distribution operations in Kentucky
and Tennessee are regulated by this Commigsion and the Tennessee
Public Service Commission ("Tennessee PSC"), the FPERC granted
Ken-Gas a service area determination under section 7(£) of the

Natural ©6as Act. This determination pertains to service to the
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éit§ of Jellico, Tennesgea, ~'and- 'lts ‘environs, Campbell County,
Tennessee, and Whitley County, Kentucky. A section 7(£) determi-
nation means that the portion of Kén—GaB's operations that extend
between the Kentucky/Tennessee border, whlch would oxrdinaxily
constitute interstate commerce, are jurigdictional te the appro—
prlate state public serviece commimsion.

Since the FERC Order in CP88-=387-000 referenced potential
service to Whitley County, Kentucky, Commisslion Staff requested
additional information from Ken—Gas and the Tennessee PSC to
determine the status of -‘the - proposed project,- the extent of
proposed gervice to Kentucky residenta, and to clarify certain
Jurisdictional issues with the Tennessee PSC. This information is
attached and marked PExhibit B. In Dacket No. U-87=7538, at the
Tennessee PSC, Ken—-Gags was granted a éertiglcate of Convenience
and Necessity to construct and operate & natural gas distribution
system to offer service within the corporate limits of Jellico,
Tennessee, and the Oswego Industrial Park. In Docket No.
U-87-7538, the Tennessee PSC also approved financing, revenue
requirements, and rates for Ken-Gas. The design and construction
of the Ken-Gas system, hereinafter referred to as Jellico Gas
Utility, Ime. ("Jelllco"), was required to comply with the
Tennessee PSC's pipeline safety regulations, which include 49 CFR
Part 192 (Federal Plpeline Safety Regulations).

Based upoﬁ information provided by Jellico, its gas is
purchased £rom Delta Natural Gas, Inc. ("Delta®), a local dimtri-
bution company with pipeiine facilities and customers in central
and south central Kentucky and jurisdictional to this Commission.

o
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~'~‘Je1£ico's gas supply iz delivered -through an elight=inch ateel
t:Qnsminsion iina, originating in Kentucky approximately 1,000
feat £rom the Tennessee border and terminating at a point one mile
north of Jellico, Tennassee, where the distribution system begins.
This transmission pipeline is owned and operated by Jelllco.

On February 1, 1950, Commission Staff met with Jellieo
offlcials and Glynn Blanton, manager of the Tennesaee PSC's Gas
Pipeline Safety Branch. B8taff drove throughout the extent of the
Jellico system, including two areas in Whitley County, Kentucky,
where' reaidents have requested gas service, the communities of
Kentucky Bill and Black Oak. At the time of this viglt, moBt of
the distribution piping had been installed, and approximateiy 30
customers were receiving gas service. No pipe had been installed
in éither of the two Kentucky communities.

Mr, Blanton stated that his staff had reviewed the construc-
tion specifications submitted by Ken-Gas in U-87-7538 and con~
ducted periodic site inspections during the installation of the
Jellico system.  Based upon its review and inspections, the
Tennessee PSC's Gas Pipeline Safety Branch has concluded that the
design and ingtallation of the Jellico system complies with the
Tennessee PSC's gas safety requlations, ineluding 49 CFR Part 1952,

Prior to Commission BStaffts Pebruary 1, 1990 site visit,
Jellico 'had submitted information statling that whether or not
Jellico offers service to the Kentucky communities of Kentucky
H3ill and Black Oak depends upon the regulatory treatment of such
serviece by the Commission. See attachment marked Exhibit C. Gas

service to regidents in these two communitias may be pogsible if

e
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Jeliiéo could remain under the Jjurisdiction of one regulatory -
commission. Jellico stated that 1f both the Kentucky and
Tennessee Commissions imposed jurisdiction, the Keatucky residenta
would probably not be served. In Jellico's oplnion, the costs of
maintaining dual syatems of accounts, filing dual annual‘reporta,
and rate cases would probably be greatar than any potentlal
benefits.

Jellico reiterated its position on February 14, 1990, con-
cluding that it wonld not be sconomically feasible te serve the
Kentucky residents 1f records were required by this- Commission.
However, dJellico is willing to offer aserviece to the Kentucky Hill
and Black Oak communities under the same terms and rates as
approved by the Tennessee PSC for residents of Jellico, Tennessee.
In this response, Jellico also provided two lists of prospective
customers, 29 in Kentucky Bill and 28 in Black Oak. Jellico does
not anticipate offering such service until sometime in 1991,

Following receipt of Jellico's inltial statements regarding
dual jurisdiction over Jellico's operations, Commission Staff
contacted Delta ragarding service to the two Kentucky communities.
Delta currehtly gerves Williamsburg which is located ln central
Whitley County. In its December 7, 1989 response, Delta stated it
would not be feasible for Delta to dirsectly serve the prospective
customers in the Kentucky Hill and Blaék Oak communities. BSee
attachment marked Exhibit D. However, Delta has no objection to
'~ Jellico serving these reaidents provided Jellico does not attempt

to duplicate service provided by Delta.
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The Commission's principal concezn in-this matter is that the:
Kentucky residents in the communities of Kentucky Hill and Black
Oak have the opportunity to receive, 1f they desire, natural gas
service; and that such mservice, if provided, is reliable, safe,
and reasonably priced. In an effort to allow such an opportunity
to occur, yet recognizing the only source frem which such servige
can materlialize, the Commission requeated that the Tennessae P5C
investigate the feaaibility of extending 1ite Jjurisdiction of
Jellico to include any sarvice Jellico provides to Kentucky Hill
and Black Oak. The request was made based upon the comblnation of -
factg known: that the only B8ource of gas service to these two
communities ia Jellice; the relatively small number of potential
customers (approximately 57), and the;r proximity to Jellico,
Tennensea; ahd that almoat all of the Jellico syatem isa physically
located in Tennessee. Such Jjurisdiction would include rates,
service, and safety. In its May 9, 1990 responsae, attached and
marked Exhibit B, the Tennesgsee PSC advised that it had similar
arrangements wiﬁn other states contiguous to Tennessee and
concluded that the Commission's proposal was feaaible.

After review of the available information, pertinent statutes
and requlations, and belng otherwise sufficiently advised, the
Commigssion f£inds that: .

1, Jellico 18 a gas distribution utility subjeect to the
jurisdiction of the Tennassea PS8C. The Jellico system includes a
transmisslon pipeline which begins in Whitley County, Kentucky,
and terminates in Tennessee approximately one mile north of the

city limits of Jellico, Tennessea.

o
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2, The FERC has granted Ken-Gaa-a service area determina- -
tion under section 7(£) of the Natural Gas Act to include the city
of Jellieo, Tennegsee, and its environa, Campbell County,
Tennessee, and Whitley County, Kentucky. The 8sexvice area
determination by the FERC means that dellvery of gas by Jellico teo
its ultimate consumers, even if across state lines, is subject to
the axclusive jurigdiction of the stata commigsion in the state in
which the gas is consumed.

3. In Docket No. U-87-7538, Ken-Gas was granted a Certifi-
cate of Convenience and» Necessgity - to -construct -and operate a
natural gas distribution system to offer service within the corpo-
rate limits of Jellice, Tennessee, and the Oswego Induatriai Park.

4. Based upon its review in U~87-7538 of Jellico's con-
struction specifications and subsequent periodic site inspections
during the installation of the Jelllco system, the Tennessee PSC's
Gas ?ipeline Safety Branch has determined that the design and
installation of the Jelllco gas system complies with the Tennessee
PSC's gas pipeline safety requlations, which include 49 CPR Part
152 (Federal Pipeline Safety Regulations).

5, 807 KAR 5:022, this COmmisslon'a'pipellne safety regula-
tions, contains the same requiremants found in 49 CPR Part 192.

6. Kentucky reasidents in two Whitley County communities,
Kentucky Hill and Black Oak, both of which are immediately adja~
cent to the city limits of Jellico, Tennessee, have requested gas
service from Jellico.

7. Jelliico has concluded that gas service to the Kentucky
resldents referred ¢to herein may be pculiblo only if Jellico

5=




|}
) .

" remaing under the jurisdicetion of one regulatory commigsion. If£
Jellico offergs such gservice, it cannot be provided until 1991,

8. Delta is the only ERentucky gas distribution utility
jurisdiectional to this Commisasion with facilities in Whitley
County. However, Delta has stated it is not feaaible for Dalta to
divectly serve the prospective cuatomerg in Kentucky Hill and
Black Oz2k.

9. With 'tha relatively small number of Kentucky residentsa
requesating gas service and thair préximity to Jellico, Tennaessee,
and since virtually all of the Jellico gas system is physically
located in Tenneasee and represents the only source of natural gas

-to these residents, the exiating jurisdiction of the Tennessee BSC
ovér Jellico's operations should include any service provided to
the Kentucky.communitles of Rentucky Eill and Black Oak.

IT IS THEREFORE ORDERED that:

1. Approval Dy the Tennessee PSC of Ken-Gas's censtruction

 and operation, £inancing, revenue requirements, and rates for the
Jallico gas syated shall be deemed compliance with this Commig-
sion’s laws, rules, and regulations. Ken-Gas shall simultaneously
£lle with this Commission every application it files with the
Tennessee PSC. Ken-Gas shall file with this Commission every
final order that the Tennessee PBC enters relating to its opera-
tions and rates within 10 days of the date of the Tennessee PSC
final order,

2. Compliance with Tennessee P8C laws, rules, and regula-

tions applicable to service and Bsafety shall be deemed as
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compliance with this Commisalion's -lawa, rules, and regulations
applicable to service and safety.

3. Prior to providing Bservice to Xentucky residents,
Jellico shall comply with XRS 278,160 by £iling a copy of ita
tariff, which sets out the rates and services to be offared, as
approved by the Tannessee PSC for adoption and ratification by
this Commission, Any subsequent changes to ita tariff ghall be
£iled with this Commission for adoption and ratification withih 10
days of the date of approval by the Tennessee PSC.

4. Ordering paragraphs 1-3 herelin apply only to Jelliceo's
proposed service to Kentucky residents in Kentucky Hill and Black
Oak,

Done at Frankfort, Kentucky, this 13th day of August, 1930.

PUBLIC SERVICE COMMISSION

ommigsloner \\\\

ATTEST :

ecutive rector
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Per Frankie Bertrand/Rebecca Goodman - not ineludad on image
file for casae #90-208 were 5 items:

1. EXHIBIT A - FERC oxder #CPB3-387-000

2. EXHIBRIT B - CERTIFICATE OF CONVENIENCE & NECESSITY
$#U-87-7538 (befors Tennessee PSC) :

3. EXHIBIT C - letter addressed to Ralph Dennis dated 15JansQ
4. EXHIBIT D - letter addrsssed to Ralph Dennis dated 07Dec8%

5. EXMIBIT E - letter addressed to Lee M. McCracken dated
05May90




UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
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Before Commissionerz: Martha O. Hesza, Chairman; "7 i-ryea - .
charlaz G. Stalon, Charlez A. T=abandt, -
Elizabeth Anna Moler and Jarry J. Langdon.

T
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Xen-Gas of Tennessas, Inc. ) Docket No. CP88=387-000

ORDER DETERMINING SERVICE AREA
(Issued Octobar 27, 1988)

Kan=-Gas of Tennassea, Inc. (Ken-Gasm) £iled a raquest in
Docket No. CP88=387-000, aa.amandad, for a service area
datarmination under section 7(f) of tha Natural Gas Act to
construct and operats a local distribution system o sarve the
city of Jallico, Campbell County, Tannssssa. Ken-Gas proposes to
transport gas recaived from Deslta Natural Gas Company, Ine.
(Dalta), a producar locatad in Xentucky, acroass tha Kentuckye
Tennasses State line, to ba distributed and ultimataly consumed
‘within the propoaad distribution araa.

- Bagkaround

Ken-Gas proposes to construct approximataly 19 miles of
2-inch and 4-inch diameter pipelins and appurtanant facilities,
to distribute gas to commarcizl, industrial and other high-
priority end-users, located in the City of Jellice, Tennessee and
ithitely County, Kentucky. Ken-Gas will receive its gax supply
from Delta at a delivery point in Kentucky and transport the gas
approxinately 1,000 feet through a four-inch pipaeline, acrossg the
Kentucky/Tennessee Statse line to be distributad and consumed
within the propossd distribution area. Most of Ken-Gas'
customers rasida in Tenneassse; howevsr, a faw custoners aras
located in Whitley County, Kentucky. Although tha facilities
#will extend across Stata lines, tha system will ba operated as 2
local distribution company. Kan-Gas will own all of the gas
distributed; thers will be no sales for resale and Ken-Gas will
not be transporting on behalf of a third party. The gas
purchases and sales by Ken-Gas are ragulated by the Kentucky
Public Service Commission and the Tennessee Public Service
Commission.

Interventions

‘ After due notice by publication in the Fgdaral) Ragister on
May 24, 1988 (53 Fed. Reg. 18598) and the amsndment to the
application on June 27, 1988 (53 Fad. Reg. 24127), no notices,

motions to intaxvene, or protests to the granting of the
application have been filed in this procsading.
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Discussion

In pravious casaes, Wa hava nadse a saction 7(f) servica area
determination where tha natural—-gas conpany was primaprily angaged
in the local distribution of natural gas, but wag zubject to the
Commisasion'a jurisdiction bacause its facilities crossad state
lines. Wa have conaiderad four factors in datermining whaether a
section 7(f) sarvice araa is appropriate: (1) whethsr tha company
nakes sales for resala; (2) whathar its ratas ara raegulated by
atate or local agencies; (3) whether the company has an extensive
transmission aystem; and (4) tha concerns of athaXx conparies

. providing gaa in the aana arsa. )/ .

Aftar congideration of thams critaria, wa £ind it im
appropriate to daternine a sarvice -araa for Kan-Gas' proposed
distribution system. Pirst, although the proposed facilities
will axtend acrosas stata lines in interstata commercs, the systen
will be cperated assentially as a local distribution company.

The gas wzll be diatributed by Ken-Gas diractly to end-users, and
there will be no sale for resale. Further, Xen-Gas' apsrations
are regulated by the Kentucky and Tannssses Pubhlic Saxvica
Commissions. PFinally, the proposed transanission systam includas
approximately 19 miles of 2-=inch te 4-inch pipaline, which is not
gxtansiva, and is the only aysten providing natural gas service
in the arsa. Our datsrmination of a marvics area will enable
Ken-Gas to enlarge or expand itas facilities to bettar serve {ts
customers in the area without seeking further Commission
approval.

Accordingly, wa grant Kan-Gas a sarvica area datermination
under section 7(f£) of tha Natural Gas Act to includa the City of
Jellico, Tennasses and its environs, Campball County, Tennessee
and Whitlay County, Kentucky. o

The Comnission staff praparad an environmental assessment
(EA) for the proposal by Kan-Gas. The staff found that the
facilities would be constructed within existing road and utilisy
rightg-of~way, and Ken-Gas has recesived the necessary

" authorizations for tha uza of thosa right-of~ways. All disturkted

areas would ba raseedsd aftar construction. Thera would ba no

1/ See, e.q., Washington Gas Light Co., 28 P.P.C. 753 (1962);
Blacksvillz 031 and Ga=z Co., 37 F.P.C. 502 (1967): National
Fuel Gas Distribution Corp., 13 FERC § 61,200 (1980); Great
Rivar Gas Co., 14 FERC 9 61,167 (1%81); Shanendoah Gas Co.,
16 FERC € 61,087 (1981): Arkansas Oklahoma Gas Corp., 33
FERC § 61,197 (1985), High Plains Natural Gas Company and
Wheeler Gas, Inc., 41 FERC § 61,364 (1987); and Assoclated
Natural Gas Company, a Division of Arkansas Western Gas
Company, et al., 43 FERC { 61,304 (1988).
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effact on cultural resources, or threatanad or andangerad
spaclies. Based on the finding in thae EA, approval of this
application doss not constitute a major Faderal action
significantly affacting tha quality of the human envirenment.

At a hearing held on October 26, 1983, the Comnissien on its
own notion racaived and mada a part of tha racord in this
procaeding all avidence, inecluding ths application and exhibita
thereto, submitted in support of tha authorization sought harain,

and uypon considezastion of the record,

The Commission oxderg:

Ken-Gas is haraby granted the servica area determination it
has requested pursuant to saction 7(£) of tha Natural Gas Act.

Kene-Gas' gsarvice area is determined to include tha City of
Jellico, Tennasssas and its environs, Campbell County, Tennesszee,

and wnitlay County, Kentucky, as mora fully described in the
appliecation.

By the Commimaion. Commissioner Langden voted priiont.

{(SEAL)

Loias D. Cashell,
. Sacratary.
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BEFORE THE TENNESSEE HUELIC SERVICE COMMISSION | ..+,

October 13, 1988 Nashville, Tennessea S IS amaeet
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IN RE: APPLICATION OF KEN-GAS OF TENNESSEE, INC. FOR A CERTTFICATE
OF OCNUVENIENCE AND NECESSITY FOR THE CONSTRUCTION OF A
MATURAL GAS DISTRIBUITON SYSTEM, APPROVAL OF FINANCING AND o
CONSTRUCTION COSTS AND APPROVAL OF AFPLICRELE RATES. [\

DOCRET RO. U-87=7538

-~
X

ORDER

This matter is before the Tennessea Publie Service Cammission
upon the application of Ken-Gas of Tennessea, Ine, for a Cartificate
of Cemvenience and Necessity as set forth in the above caption.

The matter was set for hearing and wag heard on Mazch 15, 1988
before Ralph B. Christisn, II, the Maministrative Judge. On September
16, 1988 the Administrative Judge issued his Injtial Order
recommending that the applicaticn be granted.

The Camission considered this matter at the Commission
Conference held on October 4, 1888, It was concluded after careful
cansideration of the entixe recerd, including the Administrative
Judge’s Initial Orxder and all applicable laws and statuteg that the
Admindstrative Judge's Initial Order should be apcroved and the
authority granted. The Commigsicn further ratifies and adopts the
fivdings and conclusions of the Adminigtrative Judge as its own.

IT I8 'IHEFEIOEE ORDERED:

1. That the Administrative Judge’s Initial Order dated
Septamber 16, 19688, in this docket is haveby ratified, adepted and
inmmtedbymférenceinthie&derasﬁﬂlyastbmghwpieﬂ
verbatim herein, including the £indings and conclugions of the
Administrative Judge which the Cammissicn adopts as its own.
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2, That a Certificate of Convenlence and Necesslity to construct
and operate a natural gas @istributicn system is hereby granted.

3. That within gixty (60) days of the substantial coepletion of
construction, Ken-Gas of Tennessee, Inc, is directed to file its final
costs in accordance with the Uniform System of Accounts with the
Tennessee Public Service Commisaicn.

4. That within thirty (30) aays of mxbatmtial completion of
“mtructim,m&so'fﬂ'enmsaee, Inc. ig directed to £ile a copy of
the "As-Built" drawings and a signed statement that the construction
has been satisfactorily campleted in accordance with the contract
plans and specifications with the Tennessee Public Service Comissicn,

5, That the proposed finansing plan, its ameunts, intevests
ratas, and amortizaticn periods as set forth herein, iz hereby
approved.

6. That the costs, as datermined by the Tennessee Public
Service Cammission Staff and set forth in Schedules 1 through 9, are
hereby approved,

7. That the rates as set forth herein are hereby approved.

8. That Ken-Gas of Tarmessee, Inc. is hereby directed to file a
+ariff with the Tenhessee Public Service Camission setting forth the
rates approved herein before comencing operations.

9. fThat Ken-Gas of Tennesses, Inc, is hereby directsd to file 2
copy of its General Rules and Regulations as prescribed by T.P.S.C.
Role 1220-4~1-.01 threwgh .07. .

10. That Ken-Gas of Tennessee, Inc. iaherebydirect:edm
maintain its accounting yecords in acoordance with the methods

LY4
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Deilities, '

11. That Ren-Gas of Tennesses, Inc. is hevely directed to flle a
quarterly report, in the form of Quarterly Report Form PSC-3.04,
within sixty (60) days of the end of the quarter covered by the
report,

12. That any party aggrieved with the Comulssion’s decision in
this matter may file a Patition for Reconsideration with tha
Conmission within ten (10) @syh £rem and after the date of this Owder,

13. That any party agorieved with the Camnission’s decision in
thig ratter has the right of judicial yeview by f£iling a Petitien for
Review in the Tennessse Court of Appeals, Middle Section, within sixty

(60) days frem and after the data of this Order.
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BEFORE THE TENNESSEE PUBLIC SERVICE COMMISSION
Nashviils, Tennesaes
Saptembar 18, 1988

IN RE: THE APPLICATION OF KEN=GAS OF TENNESSEE, INC.,
FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY
FOoRr THE CONSTRUCTION OF A NATURAL GAS
DISTRIBUTION SYSTEM, APPROVAL OF FINANCING AND
CONSTRUCTION COSTS AND APPROVAL OF APPLICABLE
RATES.

DOCKET NO.: U-B7-7538

ORDER

This matter is befors the Tennessee Public Service
Commission upon 1ts own motion.

Having reviawesd the tnitial Order in the Qbove—
captioned matter Soptember 18, 1888, the Commiszion,
pursuant to T.C.A: Section 4-5-315(b), hersby notifias afl
partiaa that the Commission willl review all l&sues raisecd In
the record of this proceeding bafors the Administrative
Judge.

Any party may note his exceptions to tha Initlal Order
by flling a brief with the Commiasion within § daya of the
data of this Order. Reply brlefs may be fllad within O days
after filing exceptliona. Any party may reguast oratl
argument on the [3sues rajsed In the briefs.

Requeats for axtensions of time within which to flle
briefs must bea made In writing to the Executive Director of
this Commission and accompanied by a proposead order to be
signed by ¢he Chalirman of this Commission. The reguest must
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lndlcaée that copies of the request and proposed order have
baen servad ?n all! parties.

The Commission dacision to raview the Initlal Order
doas not affsct any party’'a right %o petition the
Administrativea Juuga‘tn rasonsider the tnitial Order
pursuant to T.C.A. Baction 4=-8-317. Should sugh a patition
be fiied, the tima |imits mset forth (n this Order for tha
submiasion for axceptions and replles be suspended and will
bagin to run ab Inltio from the date of flnal disponition of

the patition to raconsider;

COMMISS IONER STEVE HEWLETT

ATTEST TO:

PAUL ALLEN, EXECUTIVE DIREGIOR
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. . BEFORE THR TENNEQSBE PUBLIC SERVICE COMMISSIOR
Nasghville, Tennhessad
Septenbay 16, 1988

IN RE: THE APPLICATION OF KEN-GAS OF TENNRSSEE, IRC. FOR A
CERTIFICATE OF CONVENIENCE AND NECESSITY FOR ‘THE
CONSTRUCTION OF A NATURAL GAS DISTRIBUTION SYSTEN,
APPROVAL OF PINANCING AND CONSTRUCTION COSTS AND
APPROVAL OF APPLICABLR RATES.

DOCKET NO. U=-87-7538

- A sy )

This matter is bafora the Tennassee Public Service
Commission upon the application of Kan-Gas 02 Tennessee, Inc.
{Xen-Gas) for a Cartificate of Convenlence and Nacassity as set

forth in the above caption.

The matter was heard March 15, 1988, in Nashville,
Tannessee, before Ralph B. Christian, II, Administrative Judge,

at which.time the following appearances wara entered:
. .

DAVID CROSS, Attorney at Law, P.0. Box 370, Albany.
Kentuecky 42802, appearing on behalf of the Applicant
Ken-Gas of Tennessaa, Inc.

D. BILLYE SAMDRERS, Assistant General Counsal, Tannessee
Public Service Comnission, 480 James Robertzon Parkway,
Nashville, Tannassea 37219-53477, appearing on behal?
of the Commiwsion Staff,

The matter is unprotested.
APPLICANT

Kan-Gas of Tennessee, Inc. by letter datad October 16, 1982,
£iled an Applicatian raquesting that the Tennassee Public Service
Commission issue a Certificate of Convenlence znd Necessity for
the construction of a natural gas distribution aystem. The
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“propoged. congtruction cost . will be funded by equily invVestment
and‘a commercial ban® loan. Installation of the gas systam will
provide natural gas service to approximately 230 residential, 44
commareial, anﬁ 3 industrial customera fellowing the first year
of operation. The proposed natural gas distributlion systenm has
been designed to offeyr mervice within the corbarat& limits of
Jellico, Tenneeses and to the Oswego Industrial Park located
approximately one mile 2rom Jellico's elty limite. Kan-Gas was
awarded a franchise from the City of Jellico on the third raading
of an Ordinance approved Qctober 15, 1987, Sald Ordinance is
krown gs the Jellico Natural Bas Franchisw Ordinance and lsa
designated aa Ordinance No. 4-87.

REVENDE REQUIREMENTS

Upon the £1ling of the instant hpplication. the Publie
Service Commissiocn Staff commenced its ichutigaticn oz the
application and requestad additional information from the
Company. Additicnally, operating gas companies of similar size
and type wers analyzad to verify the accuracy and reaschableness
of projections for the Jelllico natural gas distridbution system.
The investigation produced nine achedules., After mvaluation of
the schedules, Ken-Gas acceptad the Staff's projections.
Follaowing is i sunnary of the Tennassea ?ublié Sarvice
Comnission's findings.

~ Schedules 1 <through 9 demonetrate tha revsenue requirenants
upon whickh the Anitial rate structure is based. The achedules
were prepared by Commission Financlal Analyat Magnal Thompson.

Purchased Gua

Natural gas for the Jelllco natural gas distribution systen
will be supplied by Delta Natural Gas Company, Inc., of
Winchester, Xentucky. Natural gas will ba dalivered through an

2.
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‘might inch steel transmission llne, locmted approximately one
mile north of the Jellico city limits. The line will ba tapped
in Kentucky approximately 1000 feat from the Tannessaa bordex.

Applicant provided the Public Service Commiasion with a copy
of 1ts Bas Service Agresment with Delta Nstural Gas Company,
Ins., dated July 22, i988. The cost of gas to the Jellice
natural gas system will be under the Sellar's Tarléf raauluted”by
the Xentucky Public Service Commisaion. The ilnltlal rate
datermination by the Tannsssee Public Ssrvice Commismion Staff is
based on a projected wholesale cost of purchesed gas of 33.50 per
Mcf ms shown on Schedule 3. Applicant, however, will be allowed
to operate under Appendix A to TPSC Rule 1220~4-1-.12,
Standardized quuirements for a Purchased Gag Adjunt&eat
Provision. A natural gas pipeline's tariff usually consists of
two elements: demand charges and commodity chavges. Herein,
howasver, Jellico's gas supplier, Delta Gas, has included only
commodity charges in its rate styructure., Therefors, the PGA will
be dependant only upan changes in the commodity rate as follows:

PGA = Current Commodity Chargs minus Bass Commodity Chaprge

The Current Commodity Charge will be the De;ta Gas approvead

tariff rate with the Baze Commodity Charge. baing the ..83.50 used
by the Staff to compute Jellico's coat of gas in thia procesding.
Moreover, since Jellico hazs only £irm zates, this fastor will be

uged <o adjust a&ll of its rates,

Pranchisa Pes

A franchise fee of ons percent of all gross recelpts from
tha sale of natural gaz will be paid to the Clty of Jellico, The
fae will Hhe listed snpizatciy on utility bille and will not be
coneidered ap an sxpanse for rate-making purpcesas. Xen-Gas will

3.




aet-as a eondult for the tax that is collected from the gas
customere and in turn is paid to the eity.

epraciation/Amo: Bn ansan
Schedule 9 discloses that the Commisslon STalf has allowed
81,000,000 for Plant-in-Sarvice and $24,2389 for depraciat}an
sxpense. The depraciation rates used on Schadules 9 ara to ba
used by tha utility to compuis dapreciation unless changad by the
Publlic Service Commisaion. .

Oparating Exponses

Operating Rxpennes of 8347,840 as shown on Schedule i and on
related Schedules 3, 4, &6, and §, were accepted by Kan-Gas of
Tennessae, Inc. Sald amount has beaen used by the Commismion in
determining Jellice's rates,

Revenue Requiremant Detarmination

Based upon operating expensas of §347,640, Ken-Gas' revenue
reguirement for the f£irst vear of operation is 5424,425 and 1is
shown on Schedule 2. The projested gross yrevenue anount l1s based
upon Staff requested documents obtained from the Applicant. The
docunments included feasibllity studies and anzalysis by United
Cities Gas Company and by Barge, Waggoner, Sumner & Cannon, an
independent engineering and planning firm in Nashville,
Tennegsee, On site avaluations were wmade by Ken-Gas to verily

and augment the above gtudies,

Kan-Ges of Tennesses, Inc.'s revenue requirement is

sunmarizad balow:

Revanue 5424,425
Total Operating Expanse 347.640
Net Operating Income 8 76,785

The rata of return is 7.58% on a rate base of 31,000,346.

G313
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The Appiicant avers that lonq tern Einancing will be
provided by eguity investment and by a commarclal bank loan.
Fentresas County Bank of Jameastown, Tennessee will provide the
Jean. The loan intereat rate will be 2.35% abova tha low Naw York
prime rate as published in the Mell Strget Journal. The tarm of
the loan will ba 20 or 28 yarrs.

Baned upon the cosmt of the Natural Gas Distribution Systen
a8 detarmined herein aﬁd upon an allowance ©f 1/1i2 .of tha
operating and meintenance expense, axclusive of Purchamed Gus,
Applicant's invaatment rate basé has been detexmined as follows:

BPlant~in-Sarvice 81,000,000
Working Capital 24,588
Total 81,024,585

Less Acscumulated Depreciation 24,239
Rate Bane 81,000,346

The revenues allowed herein will produce a rate return of 7.68%

Capital Strueture
Ken=-Gas of Tennassee, Inc.'s proposad Capital Structurse

follows:
Debt (87%) 81,000,000
Bquity (13%) 145,570
Total Capital $1,145,570
RAT a1c

The rates for Een~Gas customers have bsen dsternined uzing a
projactéd sales volume of 22,750 Mef for rcci&antitl users,
19,800 Mcf for commerclal uaers, and 16,200 Mcf for industrial
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uwaers. Revenua projected from a combined sales volume of 58,750
Mcf at the rates set forth below is $424,425.

Custonar Rates

Rasidontial 57,50 per Mcf

Commarcial 37.60 per Mcf

Industrial 86.50 per Mci
ENGINRERING CONSIDERATIONS

United Clities Gus Company's propossd pipling configuration
waa'oubpltted €0 the Public Service Commission by Xen-taz along
with itms original application for a Cartificate of Convseniance
and Necessity. The actual design and construction of the gas
5iatributidn iystam nust comply with Public Sarvice Commisaion
Pipeline Safaty Regulations as defined in TPSC Rule 1220-4~1-.09.
The systes will use SDR 11 plastic plpe for gas mains and service
lines. Accordingly, reguirements and joining procodurea for
making asuch plastiec pipe joints and for performing inaspection of
;houa joints are to ba reviawad and followed. Applicant should
be directed to submit construction specifications and plans for
installing the gas aystem to the Tannesses Public Service
Commission for approval, prior to tha start of construction.

WHEREFORE, having conslidered the testimeny, tha evidence of
record, and the ststutory sriterix, the Administrative Judge
£inds that the application is in the public interest and should
be granted.

T.C.A. Section 4~5-315 provides that all parties ghmli have
an opportunity to appeal initial orders to the Commiswmion. The
Tennaessee Public Service Commission, howaver, reviaws all inltial
orders, thersby assuring reaviaw. All parties may £ile exceptions
or replieg to exceptions in the form of a briaf setting forth
specific ilssues. The axcaptions and any repliss thareto will be

6.
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“considered by the Commimsion in its review. The Commlission will
determine the matter in a regularly schadulad Commigsion

confereance. Affacted parties may then sesk reconaideration of

the Commission's final order or may appesl the final order to the
Court of Appeals, Middle Division, within S0 days of the final

order,

This Initial Ordar is prepared in conformity with the
Tennessee Uniform Administrativa Procadures Act, and “
T.C.A. Seaction £-5-101, &t saq. Procedures wheraby parties seal
revia&. stay, or reconsideration are found in
T.C.A. Sections 4-5-315 through 818. Judicial reviaw of
Commizzion orders is describad in T.C.A. Section ¢-5-322.

\
-

IT IS THEREFORE ORDERED:

1. That the application of Ken-Gas Of Tennesses, Inc. be
granted for a Certificate of gonvanience and Nacessity for the
conatruction of a natural gas digtribution system.

2. “7That within 60 days of the subsatantial completion of
construction, Ken-Gas of Tennessee, Inc. is directed to flle its
final costs in accordance with the Uniform System of Accounts
with the Tannessee Public Service Conmission,

3. That withinh 30 daya of the substantial completion of
construction, Ken-Gas of Tennessse, Inc. is directed to file a
copy of the "Ag~-Built” drawings and a aiqned statenent that the
construction has baeen satisfactorily completed lIn accordance with
the contract plans and specifications with the Tennessee Public

Sarvice Conmiassion.

4. That the proposed financing plan, its amounts, Iinterest
rates, and amortization periods az set forth hersin, is hereby

approved,
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' 5. That the costs, as determined by the Tennesassse.Public

w33

seréica tommisgzion 3tatf and set forth in SQhedulaa i through 9,

are heraby approved.

8. That the rates az set forth herein are heraby approved.

7. That Ken-Gas of Tennessasa, Inc. is hereby dlrectead o
file a tariff with the Tennessas Public Saervice Commiasion
setting forth the rates approved herein.

8. That Xen-Gas of Tanhesses, Inc, iz haereby dirscted to
#ile & copy of its General Rules and Regulations as prescribed
TPSC Rule 1220-4~1-.01 through .07.

2. That Xen—Gas of Ténnamaee. Inc. iz heraby dirscted to
maintain its accounting fecords in aceordancse with the methods
prescribed by the Uniform System of Accounting for Class C & D
Utilicles.

10.- That Ken-Gas of Tennessea, Inc,. is heraby directed to
£1le » guartarly report, in thes form of Quarterly Report Form

by

PS0-3,04, within 60 days of the and of the quarter covarad by the

report.

;;;j; B. CHRTBTIAN, I3

ADMINISTRATIVE JUDGE
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Q.

A-
Q.

A.

Q.

A.
Q.

Q.

Q.
A

State your name for the record please.

My name is Magnal Thompson.

What is your position with the Tenneasee Publia Service
Comnmisaion?

I am employed as a Financial Analyst with the
Commission.

How long have you been employed with the Commisaion?
TWo years,

Would you briefly describe your duties g3 a Finanelal
Analyat? '

buring my two year employment I have participated in
several rate case audits of utilitieszs subject. to the
Commission’'a Jurisdlction, as well as the preparation
of exhibits for Commissaion hearings.“ I have also béen
1nvglved with the audit and analysis of the various
financial reports filed with the Commission.

What 1is your educational background and what degrees
have you earned?

I have earned a Bachelor of Business Administration
degree with a major in Accounting and a Hamters of
Business Adﬁiniatration degree from Tennessee 3State
University in May 1984 and May 1986, respectively,

What is the purpose of your testimony in this case?
The purpose of DYy t;stimany i3 to prasent informztion

and supporting' exhibits to the Commisaion to assist

_them in deciding on the petition for s CCN by Ken Gas

of Tennessee to build a neturzl gams system in Jellieo,

Page 1 Direct, Thompson
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Q.
K.

Q.

A.

Q.

Tennessee and Dbegin operations within Jellleo,
Tennesaece.

Are there any controveraisl issues in this case?

No. The Company has decided to adopt my exhibits aa
thelr own.

What teat period did you use In considering the
Company's request?

Please allow ma to give a brief explanation of & test
period for better underatanding. XA teat period i3

generally, B twelve month period of time in. which a

-company's financlal resulta are analyzed and adjusted,

if necessary, to test a oompany's earninga under
present or, in the casea of Xen Gas, proposed rates. In
this case the Staff declded on a five year period'of
time. The Staff felt that in order to analyze and test
the proposed rates of the Company a longer test period
was necessary., This process of analyzing the rasults
of operations assists the Commission in determining
fair and reasonable rates on- which the Company will be
allowed an opportunity to earn a reasonable return on
itas investments.

You referred to the term "falr rate of return®, What
is its definition and its importance to the Commission?
A rate of return i3 the compensation for capital
requirad by the utility to provide service ¢to the
customer, A "fair rate of return®™ 18 a8 return,

expressed as a percentage, approximating the cost of

Page 2 Direct. Thompson
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A,

the capital. And, the cost of this capitel is the

price that is paid for its use, This means that the

fair rate of return is what capital inveated would be
able to earn if invested under similar conditions
elsewhere.

In the context of regulation of utilities, s fair rate
of return is the percentage figure multiplied by rate
base. which produces the return avallable to cover
interest on debt and dividends on preferred and common
3tock.

Generally, the Commission  would consider what
conatitutes & fair rate of return and adjust rates B0
as to allow 1nvestofs to earn this rate of return. The
Company failed to show calculations for what it
asonaidered a fair rate of return that 1t should bde
allowed the opportunity to earn. The staff Economist
computed an overall return of 11.95% and an equity
return of 15%.

Would you please summarize the Company's request?

The Company requested s Certificate of Convenience and
Necessity to install oand . operate a natural gas
distribution Bystem within the city,limibs of Jelllco,
Tennessee, Also, it requested approval of a rate to
charge customers uaing the gas. Finallf, it requested
approval of the construetion cost to build the system
and the financing arrangements necessary to pay for the

debt.

Page 3 Direct, Thompson
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Q.

Q'

Is there a need for =a Aatural~gas~syabem“in~dellteo.
Tenneysee?

Yes, the City of Jellicc ia a municipal corporation
located in Campbell County, Tennessee and is without a
natural gas distribution system, There 1s currently a
need and demand for a natural gas distribution system
to provide natural gas to the cltizens of Jellice. 1In
order to supply the need for natural gas the Jellico
City Counsel has awarded a franchise to Ken Gas of
Tennessee, Inc. "for - the intent and purpose of
installing =and operating a natural gas distribution
aystem within the city limits.

What i3 your recommendation to this Commission?

I recommend ¢that this Commission after viewing the
Company's and Stafft's testimony and exhibits grant =
Certificate of Convenience and Necesslty to Ken CGas of
Tennegssee, Inc. to operate a natural gaa distribution
system within the eity limits of Jelllce, Tennessee.
How would you like to present your exnibits with their
adjustments to the Commission? '
As there are no controveraial issues between the
Company and myself, I would 1like to summarize each
exhibit and provide g8 brief explanation for adjustments
of material 1mportanée.

Sehedule 1 - Shows the forecssted earnings for the

firat five years of operation.

Page i Direct, Thompson
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Schedule 2 - Shows for the initlal five years of

operations total sales volume for each class of
csustomer priced out using the proposed ratea. This
provided total revenues from gas sales for the Tive
years.,

Schedule 2 - Purchase gas was computed baszed on the
projected sales volumes multiplled by the gas cost. per
Mef. Total coat of gas was thén adjuated for losa and
unaccounted for gas at a reasonable rate of 2%4. Thia
provided the total cost of gas purchased.

Schedule 4 - Dther operating expenses of the Company
were found to be fair and reasonable by the Staff and
were adopted as presented. .
Schedule 5 < Shows other operating taxes that the
Company is required by law to pay as a result of deing
business.

Franchise Tax 15 a tax imposed on corporations for

the privilege of engaging in bu=ziness within the State
of Tennessee. The franchise tax shown was computed by
applying the statutory franchise tax rate of $.25 per
$100 to the net utility plant in service at the end of
the Company's fiscal ysar.

Gross Receipts 1s another tax thet corporations

pay for the privilege of conducting business, Gross
receipts was computed on the total revenues received
less the applicable exemption for gas companiezs of

$5000 multiplied by the atatutory gross receipt rate of

Page S Direct, Thompson
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

3%. Generally, gross receipts taxes are computed on
prior year total gross receipts and payable in the
current year. But for simplistic purposes, gross
receipts taxes are ecaleculated on the osurrent total
ravenuas.

PSC Fees, publie utilities operating within the
State of Tenneasee and subject to the contrel and
Jurisdiction of the Commission must pay a fee for the
inspeection, control, and regulation af the ocompany.
The fee is based on total revenues less a $5000
exemption multiplied by the statutory rate of 3%.

Péyroll Taxes, utilities like other employers are

required to pay social security and unemployment taxes
on the wages and =s3laries pald to their employees. The
Company's payroll fax was computed based on 1its
projected three (3) employees multiplied by the
applicable state and federsl unemployment tax rates and
social securlty tax rate. .

Property Tax is based on appralised net book value

of the property 1n service, multiplied by the
applicable statutory, equalization, e¢ity, and oounty
rates. The Company's property tax shown was computed
based on'tha assessed value of its property by the TPSC
Assessment Diviaion. In reviewing the Company’s filed
financial statements the Staff noted that the CQmpény
did not show operating other taxes as an expense of

econducting busineas, The Staff has correctsd this by

Page 6 Direet, Thompaon
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the inclusion of other operating tazes in its operating
gxXxpense section as shown on Schedule 1.

Schedule 6 = Detalla the Staff's caloulation of Federal
Income Tax and Tennessee Execise Tax for the first five
years of operations. The Staff included the 5% surtax
in year 5 placed on texable income over §100,000.
Interest expense on the 1loan waa ocemputed by
multiplying the projected yearly rate base by the
welghted cost of debt. Because inﬁerest expense i3 tax
deductible it mpust be deducted before arriving at
taxable income,.

After arriving at taxable income, the 3taff gamputed
excise tax using the statutory rate of 6% as shown on
line 7. VNext, the Staff computed FIT using statutery
rates of 15% for taxable income up to $50,000, 25% for
income over 350,000 and up to $75,000 and 34% for
income over $75,000.

Schedule 7 - 3hows the estimated rate base for +the

first five years of operations. Line 1, Utility Plant
in Service 31,000,000 repreasents the Conpany's

estimated cost for the natural ges system in Jellico,

Line 2, MWorking Capital is =a cash working capital

allowance that is included in the rate base te meet the
day to day cost of providiné services to the customer.

Line 4, Accumulated Depreciation represents the amount

of depreciation whlch has been  accumulated through

Page 7 Direct, Thompson
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dépracintion expense over the lives of ‘the " various -
plant items included in utility plant in service.

After oonsidering all of the above items, the Staff

estimated the rate base for the first five years of

operations as shown on Sochedule 7. Rata base

represaents the investment on whieh tha Company should

be allowed an opportunity to earn a falr rate of

return.

Schadule 8 -~ Shows the capital structure of Ken Gas of

Jellico. The Commisaion's staff Economiat estimated a
fair rate of return to be 11.95%. This conaists of
87.29% debt at a cost of 11,50% and of 12.71% eduity at
a cost of 15%.

Schedule 9 « Details the depreciation expense schedule

as gomputed by the Commission's mtaff Ezgineer. Total

. depreciation expense was computed to be $267239 with a

composite rate of ,024239.
Does this conclude your testimony?

Yes.

Page 8 Direct, Thompson




Line
Ro.

S W

OPERATING REVENUES A/

Rasidential Revenues §$
Comereir) Revenues
Industrial Revehues
Total Revenues $

OPERATING EXPENSES

Furchase Gas B/ §
Salaries & Wages G/
Controller G/
Depreclation ¢/
off'ice Rent &/

* Insurance ‘ &/
Truck Expenae G/
Other Operating Exp.D/
Other Taxes E/
Excise Tax F/

Federal Income Tax F/

Total Oper, Expenses $
NET OPERATING INCOME §
FATE BASE B/ 3§

KE-GAS OF JELLICO Schedule 1
FORECAST OF EARNINGS
For the Initial Five Years of Operation

1988-B3 158950 1950-9% 1991-92 1992-93
70,65 $  @ON,750  § 235,463 59,350 § 285,285
148,500 178,875 205,875 226,125 249,750
424 ,42_5 $ 52,025 $ 616,838 660,975 $ 745,635
209,738 ¢ 9,718 $ 306,467 PTAT6 $ 370,35
. 35,300 35,300 35,300 . 35,300
12,000 12,500 12,500 12,500 12,500
24,239 24,239 24,239 24,239 24,239
3a500 31600 3!600 3y600 3,600
4,000 4,000 4,000 4,000 4,000
3,600 3,600 3,600 3,600 3,600
28,088 29,432 32,039 34,221 36,308
0 1,810 4,866 5,424 7,863
0 3,34 10,925 17,139 31,292
347,600 & 406,773 $ 467,589 456,888 $ 561,518
76,785 § 17,352 % 149,248 162,087 184,117
1,000,346 % 980,773 % 960,887 938,819 § 918,565

7.68% 11.96% 15.53% 17.20% 20.04%

RATE OF BETURN (L17/L18)

A/ Schedule 2.
B/ Schedule 3.
¢/ Schedule 9.
D/ Schedule 4.
E/ Schedule 5.
F/ Schedule 6.
G/ Company®'s Workpapera,
{/ Schedule 7.




KEN-GAS OF JELLICO
Projected Revenuea
For the Initial Five Yeara of Operation

Line Frice per
Nos Qustomers MCF
1 Residential $ 7.50
2 Comerolsl 3 7.50
3 Industrial $ 6.50
i Year 1 Total
5 Resldential $ 7.50
6 Commeroial 3 T.50
T Industrisl $ 6.50
8 Year 2 Total
9 Residential $ T.50
10 Comreroial $ 7.50
" Industrial $ <50
12 Year 3 Total
13 Residential $ 7.50
14 Coamercial $ 7.50
15 Industrial $ 6.50
16 Year § Total
17 Residential $ 7.50
18 Comereial 3 T.50
19 Industrial $ 6.50
20 Year 5 Total

Hos of
Customers

351

s o B s U B 200 e B
- - S M P W

CLT

SSSSSSREESS

418
TH
6

498

RISSEERSEES

Sales Vol,
Per Customer

91
450
5,400

5,941

T S - S s

9
450
5,400

e - 2 T -

5,5t

- [ ——
ERSSIIEIRIR

S g g e 8 i

Tatal
Sales VOl,
(MCF)

22,750

19,800 |

16,200
58,750

-
SZ3ssxEIn=ss

27,300
23,850
21,600

12,750

FERIAZZTSIT

3103%
27,150
27,000

85,845

— o
FoERIZENERR

34,580
3D, 150
27,000

93,730

CRWSIRNERIR

38,038
33,300
32,400

103,738

s s oo ey
rsaCSRNEES

Schedule 2

Revenues
(Col.1¥Col .Y)

170,625
148,500
105,300

B B 20 e - e i g e 0
s e e > e X 20 0 W WY

204,750
178,875
140,400

524,025

0 P T e o e Y

. g o s 206 2 b e

265,285
249,750
210,600

745,635

CRESRSIESES




Line
No. ‘
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KEN-CAS OF JELLICO
Cost of' Furchased Gas
For the Initial Five Years of Operatdion

1988-89
MCF per Year 58,750
Gas Cost per MCF $ 3.50
Cost of Gas $ 205,625  §
Loss & Unaccounted for Ges 2.00%
(Computed at 2%)
$ 4,173 §
Total Cost of Cas $ 29,738 ¢
S

o«

1989-90

72,750
3,50
254,625
~ 2,00%
5,093
259,718

ot v 1 o i W S
-

$

$
$

1990-91

85,845
3.50

300,458

EOM
6,009
306, 467

- e b ot S O
T T . - -

SOURCEs Company®s Workpspera and Contract Agreement with Delta

Natural Gas Compsny, Inc,

“w @

w

Sehedule 3

199192 1992-93
91,730 103,738
3.50  § 3.50
321,055 § 363,083
2.00% 2.00%
6,421 $ 7,262
37,476 ¢ 370,315

19 i v s i - 2t >
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Sohedule §

KEN-GAS OF JELLICO

Other Operating Expenses
For the Initlal Five Years of Operation

Line ’ .

No, 1588-89 1989-90 1950-91 1991-92 1992-93
1 Telephone $ 1,200 $ 1,200 $ 1,200 $ 1,500 % 1,500
2 Utilities 1,200 1,200 1,300 1,300 1,400
3 Billing Exp.; Supplies 6,600 6,000 6,500 6,500 7,000
5 Travel, Tralning 1,200 1,200 1,500 1,500 1,500
6 License & bues 1,000 1,000 1,000 1,00 1,000
[ Miscell. Exp, @ 1% 4,244 5,116 8,519 6,961 7,954
8 Repairs € 5% 2,122 2,708 3,260 3,880 3,977
9 Bad Debts & .5% 2,122 2,708 3,260 3,460 3,977
10 Professional Fees 5, 5,000 5,000 6,000 6,000

600
Total Other Expenses § 28,088 $ 29,432 % 32,039 § 34,221 § 36,308

0 ot o o S D P - o e WA A b S0 S A o I O et AP I o e o S S o
- 20 20 T D W B e - S T T e s e g o it e e - 2 B 10 . i M Sy 2 e 3 T WH A W T

—
—r

" Source: Company's Workpapers.
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No v

L+ BT R~ PSR |V

FRANCHISE TAX

GROSS RECEIPTS
PSC FEES
PAYROLL TAXES
PROPERTY TAX

TOTAL TAXES

KEH-GAS OF JELLICO
Total Other Operating Taxes
For the Initisl Five Years of Operation

1988-89
$ 2,440
4,404
1,268
2,725
17,538

A T 0t e e s e 1 20 O B
T s s s o Y

Schedule 5

1989-90 199091 199192 1992-93
2,300 § 2,320 $ 2,20 2,200
5,450 6,424 6,888 7,717
1,567 1,846 1,978 2,232
2,725 2,125 2,725 2,125
17,538 17,538 7,538 17,538
29,660 & 30,853 ¢ 31,389 32,472

g i ko T ks o AT
g i s g S B 2 e Bt s e i B 4t e

NOTE: Excludes Excise & Federal Income Taxes,
SOURCE: Staff's Workpapers.
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Line

No.
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10
12
13

14
15

16

1"
18

19

KEN-GAS OF JELLICO
Federal Income Tax & Exolse Tax

For the Initial Five Years of Operation

Revenues A/ $
Lesa:

Operating Expenses A/ §
Other Taxes A/
Interest Expense B/

Taxable Income ¢
Excige Tax Rate

Excise Tax

Taxable Income

FIT Rate up to

18t $50,000

FIT at 15% Hate $
Taxable Incoxe over
18t $50,000

FIT Rate over $50,000
& up to $75,000

FIT at 25%

Taxable Income over
£75,000

FIT Rate over $75,000
FIT at 3%

Surtax of 5% over $100,000

Total FIT $

/ Schedule 1.

B/ Company's Projected Yearly Rate Base ¥ Weighted Cost of Debt,
{ Schedule 7 & Schedule 8).

1983-89 1869-90 199091 1991-92
u2y, 425 $ 524,025 $ 616,538 $ 660,975
319,265 372,388 421,795 444,936
100,435 98,470 86,473 4,257
(23,650) § 23,507 % 67,766 $ 90,393

6.00% 6.00% 6.00% 5,00%
(1,5419) $ Hat % 4,066 $ 5,424
15,00% 15.00% 15.00% 15,00%
(3,335) $ 3,31 $ 7,500 $ 7,500
$ 13,700  § 25,000
25.00% 25,008
$ 3,45 % 6,250
$ 9,969
34,00%
$ 3,389
(3,335) $ 3,314 $ 10,925 $ 17,139
msnzssssaas coxa=ssssee sssEmzsssez zzssoEEssES

@

w@w e P

Schedule 6

1992-93
5,635
439,891

32,472
92,224

131,048
6.00%

7,863

123,185
15.00%

7,500
25,000

25.00%
6,250

48,185
34.00%

16,353
15159

31,292

SURNRESZIZT
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KEN-GAS OF JELLICO  Schedule 7
RATE BASE
For the Initial Five Years of Operation
1988-89 1989-90 1590-91 1991-92 1992-93

ADDITIDNS _
Plant in Service A/ $ 1,000,000 & 1,000,000 $ 1,000,000 1,000,000 § 1,000,000
Working Capital  C/ 24,565 29,012 33,126 35,058 39,804
Total Additions $ 1,024,585 & 1,020,012 & 1,033,126 1,035,058 § 1,038,804
DEDUCTIOHS
‘hcoum, Depreciation B/ $ 20,239° $ 48,23 $ 72,239 96,239 & 120,239
Rate Base $ 1,000,346 $ 980,773 % 960,887 938,619  § 918,565
#/ Company’s Workpapers.
B/ Staff's Horﬁpapers.
¢/ Working Capital:
Total Operating Exp, $ 7,640 & 406,713 § 467,589 ugs,888 4 561,518
Lesf'i'r 0 3,314 10,925 175139 31,292

Other Taxes 28,376 31,071 34,919 36,813 40,335

Depreciation 24,239 24,239 24,239 24,239 24,239
Total | 25,00 $  34B,189 397,506 420,697 § 465,652
Working Capital $ 5B 8 29,02 §  33,1% 35,058 § 36,004



Line
No.

LI S

KEN-GAS OF JELLICO
Capital Structure
For the Initial Five Years of Operatiocn

Schedule 8

Capital £ of Cost Heighted
Strusture Capital Rata Coat
Long-Term Dehbt $ 1,000,Q00 A/ BT.29% 11.50%4/ 10.04%
Common Stock 145,570 A/ 12.71% ‘ 15.00%8/ - 1.91%
Total $ 1,145,570 100.00% 11.95%
ARnRRRNRISS anRITISKSRES Zno=REsnes

A/ Company's Workpapers.
B/ Staff Economist'a =quity cost rate eatimation,




KEN-GRS OF JELLICO

Dapreciation Expanse Schedule
For the Initial Five Years of Oparation

-Line
No. Plant Accounts Inveatment Rate
1 Receiving Station § 37,500 3.00%
2 Distriect Regulator 3,500 3.00%
3 ‘Distribution Maina 7u40,353 2.00%
i Service Lines 116,025 2.50%
5 Meters 21,180 3.00%
6 Service Regulatora 4,942 3.00%
7 Induatrial Sets 6,000 . 3.00%
8 Case 580 Baokhoe 37,500 6.70%
9 Service Truck 10,500 10.00%
10 Fusing Machine,
Tools & Equipment 17,500 3.00%
11 Computer & Office
Equipment 5,000 5.00%
2 Total B -
@ Composite Rate 0.024239

SOURCE: Mr. Ted Tingley, Commission's Engineer.

Average
Life

33 years
33 years
50 years
40 years
33 years
33 years
33 years

15 years

10 years

33 years

20 years

Schedule 9

Depreciation

Expense

1,125
105
14,807

2,90

1

635
148
180
2,513

1,05

0

525

230

24,23

9
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.g'! 51 784.2120 January 15, 1399

RECEIVED

JAH 1819390

DIVISION OF UTILITY

Kentucky Public sBrvica Commission

p. 0. Box 613

rrankfort, Kentucky 40602 /_5«..&:? o
Re: Jelllco, TN natural gas system

Dear Mr. Dennis:

In response to your request for information several residents
of Jellico that live in Kentucky just across the Tennassee
state line have requasted natural gas servica.

Natural gag for the Jellico gas system is supplied by Dalta
Natural Gas Company, Inc, from an M/R station in Kentucky. A
7(£) exemption wag isaned by FERC to transport natural gas
across the Kentucky-Taennassee border.

Mr. Earnest ¥, Burke, Gas Safaty Inspector for the Tennessaa
Public Service Commizgion ig the inspector for the gas system.
His office phone is (615) 741-2844 and home phohe iz (615) 395-4655.

If agreeable with the Kentucky Public Serxrvice Commission natural
gas will be supplied to the Kentucky residents under the same
conditions as the residents in Jellico, Tennessea. This would
have to ba subject to Tennesgses Fublic Service Commission
approval and acceptance,

After your planned February l, 1990 inspection visit to Jellico
additional information will be provided if needed.

Your agsistance and consideration in this matter is appreclated.
Respectfully yours,
. ).v' .
_I. CoLee A K:/zu‘hi;f
Walton R. Haddlix
cc Opal Leach

anclosure




EXHIBIT D

) Delta Naturel Gas Company,ina.

8ofY Laxington Road
Winohootam Reninoeky 40601
BO0F-T744-Bi7}

Decembar 7, 1989

RECEIVEY

Mr. Ralph E. Dennis DEC 121775
‘Manager, Gas Branch .

Publie Sarvice Commiszaion ‘ DIVIXIDN pF -, +,
730 Schenkel Lane ENGINEERING . .oiitines

P. 0. Box 615
Frankfort, R¥Y 40602

| 'Poméx._qe
Deaxr Ralph:

I am pleased to respond to your letter of November 13, 1989
regarding Jellico Gas Utility's interaest in serving certain
rasidents in Kentucky. .

I have racently talked with Mr, Earl Holsapple of Jallico
Gag Utility and he has informed me that there may be as nany as
£ifty (50) rasidents of Keptucky that could ba feasibly served
by Jellico Gas Utilicy. It would not be feanible for Delta to
directly serve these prospective cinsgtomers. .

Delta has no objection to Jellico Gas Utility serving
customers in Kentucky provided that Jellice Gas Utility does not
attempt to duplicate service provided by Delta. It is our feeling
that the ¢question of jurisdiction should be determined by the
reapective Public Service Commissionsand Delta has no opinion
on this issue.

We ancourage the reapactive Public Serviece Commisslons
ro resolve this issue in such a manner that residents of the
Jallico area will not be discouraged from obtaining natural gas
service.

We appreciate the opportunity to respond and if I can be of
any further assistance please contact ma at your convenienca.

8i erely,

Robext C. Hazelr
Vvice President

Marketing and Public Relations




TENNESSEE PUBLIC SERVICE COMMISSION
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KEITH BISSELL. Cramman
STEVE HEWLETT, COMMISSIONER
FRANK COCRRAN, catussicner

PAUL ALLEN, exzcunve oirecTon
HENRY M. WALKER. ceNenat couNnsEL
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RECEIVED

May 9, 1990
MAY 29 1930

aLIC SERVICE

Mr., Lee M. McCracEan
wcommssm&

Executive Direczor
Kentucky Public Service Commission
730 Schenkel Lane
P.0. Box 615
Frankfort, KY 40602

Re: Jellico Gas Utility, Inc.
Dear Mr. McCracken:

I have reviewed your letter which proposes that the Tennessee
Public Service Commission extend its jurisdiction of Jellico Gas
Utilicy, Inc. to approximately 57 perspective customers in
Kentucky. We hnave had similar arrangements with Commissions in
other states cntiguous to Tennessse and believe that <this
proposal is feasible, I rescommend that the Kentucky Commission
issue an order giving Jellico Gas Utility authority to operate in
the proposed territory pursuant to the rates and terms approved by
the Tennesses Ccanission. We would regulate the entire system as a
whole including races, service and safety.
with respect to the company, it could be sent to your Commission
focr ratification with respect to the Kentucky service. I see no
problem with the Xantucky PSC reviewing the situation periodically
to deternine if it wishes to reassert Jjurisdiction over the
Xentucky customers,

I am referring the matter to Glynn Blanton, our Director of
Gas Pipeline Safety and D. Billys Sanders, Assistant General
Counsel to continue to work with you on the detgils,

¢: Glynn Blanton
D. Billye Sanders
Walton Haddix, Jellico Gag Utility, Inc,
Paul Allen, Executive Director
Hal Novak, Accounting Division

‘p‘g/\/— O

When we issue an order -
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE . . ;| = 2f
JOINT PETITION OF NAVITAS TNNG, )
LLC AND GASCO DISTRIBUTION ) | -
SYSTEMS, INC. FOR APPROVALOF A )
TRANSFER OF CONTROL AND ) - —
AUTHORITY OF GAS UTILITY y  Docket No. /0~ 00 R0
SYSTEMS OF GASCO DISTRIBUTION )
SYSTEMS, INC., CHAPTER 11 DEBTOR )
IN POSSESSION

JOINT PETITION

COMES NOW, Joint Petitioners Navitas TN NG, LLC! (*Navitas”), by and through
counsel, and Gasco Distribution Systems, Inc?, through its duly authorized officer, and hereby
requests, pursuant to T.C.A. §§ 65"-4—113, 65-4-107, 65-4-112 and the Byrdstown Natural Gas
Franchise Ordinance of 2000, an Order from the Tennessee Regulatory Authority (the
"Authority") for approval of the transfer of control of certain gas utility systems, the assignment
of certain franchise agreements, and the accompanying authority to provide retail natural gas
utility services from Gasco Distribution Systems, Inc. to Navitas in Jellico, Campbell County and
Whitley County, Kentucky3 , Byrdstown, Pickett County and Fentress County, Tennessee,
deriving from the Certificate of Public Convenience and Necessity issued by the Authority’s
predecessor, the Tennessee Public Service Commission and related orders, approvals and actions

of the Authority or its predecessor. In support of this Petition, Joint Petitioners state as follows:

' A Corporate Resolution of Navitas Assets, LLC assigning all rights and privileges under the Asset Purchase
Agreement to Navitas is attached hereto as Exhibit A.

? While this is a joint petition, the representations concerning Navitas and NALLC as defined herein are made by
them, the representations made by Gasco are made by it, and the representations made with respect to the
bankruptcy of Gasco and the sale of its assets to NALLC or Navitas are jointly made by the parties.

? By Order of the Public Service Commission, Commonwealth of Kentucky, dated August 13, 1990, Gasco
Distribution Systems, Inc.’s service to Kentucky residents in Kentucky Hill and Black Oak in Whitley County,
Kentucky is effective under the jurisdiction of the Authority, as part of the Jellico Distribution System. A true and
exact copy of the Kentucky Public Service Commission Order is attached hereto as Exhibit B.

"EXHIBIT

| i~




I. BUYER AND SELLER

1. Navitas TN NG, LLC (“Navitas”) is a Tennessee limited liability company.
Navitas’ principal place of business is 18218 East McDurmott, Irvine, California 92614. Navitas
Assets, LLC (“NALLC”) is the parent company of Navitas and is a Delaware limited liability
company.

2. Gasco Distribution Systems, Inc. (“Gasco”) is an Ohio Corporation with its
principal place of business located at 4445 East Pike, Zanesville, OH 43701. Gasco is a public
utility engaged in furnishing natural gas service to customers in Tennessee and Kentucky and is
subject to the jurisdiction of the Authority. Gasco owns and operates the natural gas distribution
systems known as 1) the Jellico System located in Campbell County, Tennessee and Whitley
County, Kentucky; 2) the Byrdstown System located in Pickett County, Tennessee; 3) the
Fentress System located in Fentress County, Tennessee, and 4) the Albany System located in
Clinton County, Kentucky (collectively all four shall be referenced as the “Gasco Utility

Systems™).

II. FACTUAL AND PROCEDURAL BACKGROUND

3. On December 8, 1993, the Tennessee Public Service Commission (“TPSC”)
entered an order approving the transfer of a certificate of public convenience and necessity
(“CCN”) for the operation of a natural gas distribution system from Jellico Gas Ultility, Inc. to
Gasco Distribution Systems of Tennessee, Inc. On October 4, 1994, the TPSC approved the
merger of Gasco Distribution Systems, Inc. into Gasco. The CCN permitted Gasco to operate
the gas system in and around the area of Jellico, Tennessee.

4, On or about June 12, 1997, Gasco’s CCN was amended to include Pickett County,

Tennessee, which is the county where the City of Byrdstown and Gasco’s Byrdstown System are



located. Also on June 12, 1997, the Authority entered an Order approving a franchise agreement
between Gasco and Pickett County, which provided for Pickett County to receive a franchise fee
of two percent (2%) of Gasco’s net natural gas sales (not including the City of Byrdstown for
which a separate franchise agreements was obtained) in exchange for an exclusive franchise to
supply natural gas service in Pickett County for 40 years. An Order was later entered in 2001
approving a grant of privilege or franchise by the town of Byrdstown pursuant to T.C.A. § 65-4-
107. Additionally, in an area known as Fentress Row, six (6) customers in Fentress County,

Tennessee are included in Gasco’s utility coverage area.’

5. In conjunction with the approval of the CCN’s to provide utility services in
Jellico, Byrdstown and Pickett County, Tennessee, Gasco entered into certain franchise
agreements with the City of Jellico, the City of Byrdstown and Pickett County, respectively.
True and exact copies of the franchise agreements and accompanying orders and ordinances
authorizing such agreements are attached hereto as Exhibit D. In particular, the Byrdstown
Natural Gas Franchise Ordinance of 2000 requires the Authority’s approval before the agreement
can be assigned to Navitas.

6. On June 1, 2009, Gasco filed for Chapter 11 bankruptcy protection — Case No.
09-056171 - in the United States Bankruptcy Court for the Southern District of Ohio, Eastern
Division. Gasco has been operating as a Debtor in Possession since that time.

7. In December 2009, NALLC began the process to bid on Gasco’s utility
distribution system’s assets in the bankruptcy proceeding.

8. By Agreement dated July 9, 2010 and amended on October 14, 2010 (collectively
the “APA”), Gasco agreed to sell, and NALLC agreed to purchase the assets in Gasco’s gas

utility system subject to the approval of the Authority and to the Bankruptcy Court’s approval.

* A redacted description of the Fentress Row Explanation is attached hereto as Exhibit C.



The sale will result in a change in ownership of the Gasco Utility Systems. The gas system is
comprised of customers and master meters, mains and regulators, pipelines, easements, rights-of-
way, tools, equipment, supplies and other personal property used in the operation of the gas
utility system. A copy of the redacted Agreement and Amendment thereto are attached hereto as
Exhibit E and marked CONFIDENTIAL.

0. On October 21, 2010, the Bankruptcy Court entered an Order authorizing and
approving NALLC’s bid (as set forth in the APA) to acquire the Gasco Utility Systems in
Tennessee and Kentucky, which included the Jellico System, the Byrdstown System, the
Fentress System, and the Albany, Kentucky System. A true and exact copy of the Bankruptcy
Court Order awarding NALLC its bid for the Gasco Utility Systems in Tennessee and Kentucky
systems is affixed hereto as Exhibit F.

III. DISCUSSION

10.  The Navitas companies have the requisite managerial and technical expertise to
own and operate the Gasco Utility Systems. The Navitas companies have extensive knowledge
and expertise in operating a rural regulated gas utility by virtue of its ownership of Fort Cobb
Fuel Authority, LLC in Oklahoma. The Navitas companies are also familiar with federal and
state, including Authority, utility regulations and currently works closely with the Oklahoma
Corporation Commission and the Federal Energy Regulatory Commission (“FERC”) to maintain
properly functioning and legally compliant rural utility systems in Oklahoma.

11.  Similar to the structure of many utilities, the Navitas companies are comprised of
two sister entities, Navitas Utility Corporation (“NUC”) and NALLC. A diagram of the
corporate structure of the Navitas companies is attached hereto as Exhibit G. NALLC is a

holding company created to retain certain energy assets. NUC is an operating entity primarily



engaged in providing necessary support services for the operations of NALLC. Both companies
are owned by the same two shareholders — Mr. Thomas Hartline and Mr. Richard Varner (though
with differing percentage interests). The vitae’s of Messrs. Varner and Hartline are attached
hereto as Exhibit H.

12.  NALLC is the parent company of Fort Cobb Fuel Authority, LLC (“FCFA”), a
regulated natural gas utility in Oklahoma. FCFA is comprised of two divisions, the original Fort
Cobb utility which includes certain recent acquisitions and the LeAnn Gas Company division
derived from a utility acquisition in Northeast Oklahoma. In addition, FCFA has three
subsidiaries, Navitas OK3, derived from an acquisition in Southwest Oklahoma, Navitas-
WinStar, a joint venture project to construct a new gas system in South central Oklahoma, and
Navitas 1. The assets in NALLC and its subsidiaries include regulated and unregulated
pipelines, office locations, the right-to-serve in the form of approved tariffs from the Oklahoma
Corporation Commission, and certain other assets. NALLC currently serves approximately
4,600 customers in rural Oklahoma.

13. NUC is the operating entity for the assets of NALLC and its subsidiaries. NUC
provides the employees, the rolling stock, the computers and information systems, insurance, and
other equipment & activities for operating the assets of NALLC. These operating services are
provided at a contractually preset amount, billed monthly, and reviewed regularly. Since its first
acquisition in 2007, NUC has been consolidated into the books of NALLC. With no utility
operations outside of Oklahoma there has been no jurisdictional allocation. However, in the
latest rate filing submitted September 30, 2010 with the Oklahoma Corporation Commission
(Cause No. PUD 201000026), NUC used its standard allocation method to distribute its costs to

the various NALLC divisions and subsidiaries in Oklahoma. As both Mr. Hartline and Mr.



Varner are members of the Chickasaw Nation, NUC is a minority business enterprise certified by
the California Public Utilities Authority.

14. For operations in Tennessee and Kentucky, NALLC will replicate the structure
used in Oklahoma. NALLC has formed two companies, Navitas TN NG, LL.C and Navitas KY
NG, LLC in Tennessee and Kentucky, respectively. As with FCFA, NUC will contract to
operate these utility assets. Due to the travel time between Jellico, TN and the Byrdstown,
TN/Albany, KY systems, NUC intends to retain field service personnel in each location. The
initial expectation is that the two current Gasco employees servicing the systems will be retained.
Currently, Gasco rents facilities in Jellico, Tennessee and Byrdstown, Tennessee; whereas, the
Navitas companies will seek to purchase facilities in Jellico, Tennessee and Albany, Kentucky.
Billing will be moved from Gasco’s corporate offices in Ohio to NALLC’s affiliate, FCFA’s
Eakly, Oklahoma operational headquarters. NUC is currently in the process of obtaining the
records in order to set up the Tennessee customers in its system. Accounting and regulatory
compliance will be handled out of NALLC’s Irvine, California office. Meter proving will begin
and be handled by the Eakly, Oklahoma meter shop. A review of equipment and retooling of the
field offices will be undertaken immediately upon closing the acquisition. As NUC has done
with its eight previous acquisitions, a company representative will be dispatched to work
alongside the local employees during the transition process to assist with integration into its
systems. NALLC and NUC’s expectation is that this process will take several weeks involving
multiple trips to each location.

15.  NALLC and NUC have the requisite financial stability to operate the Gasco

systems. NALLC and NUC are not publicly held companies, and therefore its 2009 Federal and



State Income Tax Returns and Independent Auditor’s Report are confidential and are being
provided herewith as Exhibit I marked ‘CONFIDENTIAL.

16.  The acquisition of the assets of Gasco is not intended to result in any changes to
the local personnel in Tennessee. Gasco’s employees in Tennessee possess extensive managerial
and technical experience and are expected to be retained. As stated previously, all bookkeeping,
billing and other functions will be provided by NALLC employees in Eakly, Oklahoma and in
Irvine, California where its corporate offices are located.

17.  Navitas intends to adopt the existing tariffs of Gasco on file with the Authority
and will subsequently file a separate proceeding to revise the rates, terms and conditions of
service of the utility.

18.  The Tennessee utility portion of the Gasco Utility Systems will operate under the
name of Navitas TN NG, LLC.

19. Certain current liabilities and contractual obligations to which Gasco is bound
relating to the Gasco Utility Systems, such as executory contracts, and consumer deposits and
credits will transfer to NALLC as set forth in the APA. All franchise agreements, licenses,
permits, rights-of-way, and authorizations under which Gasco will conduct its business will
transfer to NALLC.

20.  The gas suppliers and transporters will not change as a result of the acquisition.
However, given Gasco’s status as a chapter 11 debtor in possession and questionable financial
condition, there is a real concern that one or more of its suppliers may stop providing gas to
Gasco’s customers in the near future. Thus, it is critical that this petition be reviewed and a
hearing held expeditiously to ensure a smooth transition with the gas supplier and transporter

before January 1, 2011 — the peak time for gas use.



21.  Once the transfer of control is approved, Navitas will be in close contact with the
Authority to ensure safe, reliable gas service is not interrupted to the rural customers it seeks to
serve.

22.  Navitas’ shareholders have read and understand all of the Authority’s current gas
service rules applicable to Gasco, and they will continue to abide by the rules. Navitas
understands that if it does not abide by the Authority’s rules it may be subject to penalties.

23.  Navitas members are familiar with the Authority’s Pipeline Safety Division and
will work closely with the Authority’s personnel to ensure that the system is maintained
properly, the gas system is checked regularly for leaks and damage, and meters are checked to
ensure that safe reliable gas service is provided to its customers.

24.  Navitas will submit to the Authority all annual reports and other filings in a
timely fashion.

25.  Navitas states that to the best of its knowledge, it is in good standing in Oklahoma
and all annual reports and monthly fuel filings and reports required by the authorities there are
current. At present, Fort Cobb Fuel Authority in Oklahoma has no outstanding fines, public
utility fee assessments or other deficiencies that have been identified by the Oklahoma Public
Utility Division or Consumer Services Division.

26.  Approving the transfer of control and authority of the Gasco properties to Navitas
is in the public interest and will enhance the rural communities in which it serves. NALLC and
its affiliates are committed to the rural communities in which it serves and helps to ensure that
these communities stay viable, For example, when NALLC’s affiliate purchased the Velma
Municipal system in Velma, Oklahoma, it purchased an abandoned building on the main street of

downtown which has been completely remodeled for a local office. This has spurred other



businesses to improve their buildings in the downtown area of Velma. Too, when NALLC’s
affiliate acquired the Rimrock system in Southwest Oklahoma, it purchased another local office
which has contributed to economic development in the rural town of Hollis, Oklahoma. At
NALLC’s affiliate, FCFA’s main headquarters in Eakly, Oklahoma, an abandoned school was
purchased which is used as the main headquarters for personnel and equipment. After being
totally refurbished, the former cafeteria of that school has been rented to a local resident who
now runs a restaurant for local farmers and residents.

27.  NALLC and its affiliate Navitas are committed to assisting and keeping rural
communities viable and have shown this through their investment in rural America. While many
large utilities are not interested in investing in rural areas as they are more expensive to serve due
to density of customer base, NALLC understands the importance of preserving rural
communities and is committed to ensuring that these communities continue to thrive. Navitas
plans to purchase and open local offices for rural Tennessee customers in its proposed serving
area, employing local residents and improving the quality of life of the people there.
Accordingly, this request to approve the transfer of control of Gasco’s assets is in the public’s
interest.

28.  Approval of this Petition in an expeditious manner, and if possible prior to
January 1, 2011 (the peak month for gas use in Tennessee), is also in the public interest due to
Gasco’s precarious financial condition. As discussed above, Gasco is in bankruptcy in Ohio and
its ability to pay its supplier and continue providing utility services to Tennessee customers is
problematic at present. Once the transfer of control is authorized, NALLC itself and through its
affiliates stands ready to act to ensure that its Tennessee customers receive safe reliable natural

gas service immediately. NALLC and its affiliate Navitas have the resources and the managerial



and technical expertise to ensure a smooth transition and that the expectations of its suppliers and
customers are met. As the winter months fast approach, it is critical that Navitas be authorized to

step in and provide natural gas service as soon as possible and that the effected communities

benefit from its presence.

29.  Notices and Communications Regarding the Petition should be sent to:

John Knox Walkup, Esq. (# 7776)
Klint Alexander, Esq. (#20420)
Wryatt, Tarrant & Combs, LLP
2525 West End Avenue

Suite 1500

Nashville, TN 37203

(615) 244-0020
kalexander@wyattfirm.com
kwalkup@wyattfirm.com

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdeer &Associates
6011 N. Robinson

Oklahoma City, Oklahoma 73118
(405) 848-5534

Facsimile: (405) 843-5688
hunter(@comingdeerlaw.com
mkkunc@comingdeerlaw.com

Counsel for the Navitas Companies

Fred Steele, President

Gasco Distribution Systems, Inc.

4445 East Pike

Zanesville, Ohio 43701

WHEREFORE, Petitioner requests that the Authority enter a final order as follows:

1. Finding that, after the acquisition of the Gasco Utility Systems currently owned

by Gasco Distribution Systems, Inc. by Navitas, Navitas will have the suitability, the financial

responsibility, and the capability to perform efficiently the utility services to be transferred, and
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that the transfer of control and authority to provide retail natural gas utility services to Navitas
will benefit the consuming public and will further the public interest;

2. Approving the transfer of control and authority from Gasco Distribution Systems,
Inc. to Navitas, including its authority to provide utility services deriving from its Certificate of
Public Convenience and Necessity in Jellico, Campbell County, Byrdstown, Pickett County and
Fentress County, Tennessee and Whitley County, Kentucky, and related orders, approvals and
actions of the Authority or its predecessor, as required by T.C.A. § 65-4-113, through the
acquisition of ownership and control of the Gasco Utility Systems of Gasco Distribution
Systems, Inc. by Navitas;

3. Approving to the extent required by statutes or agreements the assignment of
certain franchise agreements to Navitas, including the agreements between Gasco and the City of
Byrdstown, Gasco and Pickett County and Gasco and the City of Jellico, to provide utility
services in Jellico, Byrdstown, Pickett County, and Fentress, Tennessee pursuant T.C.A. 65-4-
107, 65-4-112 and the Byrdstown Natural Gas Franchise Ordinance of 2000;

4. Approving the transfer of control and authority to provide utility services in
Jellico, Campbell County, Byrdstown, Pickett County, and Fentress County, Tennessee and
Whitley County, Kentucky prior to January 1, 2011 in order for the service to customers to

continue throughout the winter months; and

5. Granting all other necessary or appropriate authorizations and further relief.

11



Dated this the _L’L?Iday of November, 2010.

Respectfully Submitted,

Yol

John Knox Walkup (#7776)

Klint W. Alexander (#20420)
Wyatt, Tarrant & Combs, LLP
2525 West End Avenue, Suite 1500
Nashville, TN 37203

(615) 244-0020

kalexander attfirm.com
kwallu attfirm.com

-and -

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdéer & Associates
6011 N. Rabinson

Oklahoma City, Oklahoma 73118
(405) 848-5534
hunter@comingdeetlaw.com

mkkunc@comingdeerlaw.com

Counsel for Navitas Assets, L.L.C.

-and -

Fred Steele, President /

Gasco Distribution Systems, Inc.
4445 East Pike

Zanesville, Ohio 43701

Gasco Distribution Systems, Inc.

12
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Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G
Exhibit H

Exhibit I

LIST OF EXHIBITS

NALLC’s Corporate Resolution assigning all rights under the Asset
Purchase Agreement to Navitas

Kentucky Public Service Commission Order dated August 13, 1990

Redacted Description of the Fentress Row Explanation in Fentress County,
Tennessee

Franchise Agreements, Orders and Ordinances authorizing Franchise Agreements
between Gasco and the City of Jellico, Tennessee, Gasco and the City of
Byrdstown, Tennessee and Gasco and Pickett County, Tennessee

Redacted Asset Purchase Agreement and Amendment
(CONFIDENTIAL - Filed under seal)

UNITED STATES BANKRUPTCY COURT ORDER (A) APPROVING
THE SALE OF SUBSTANTIALLY ALL OF DEBTOR’S UTILITY
DISTRIBUTION SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT
AUCTION; (B) AUTHORIZING THE ASSUMPTION AND
ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS; AND (C)
GRANTING OTHER RELATED RELIEF, entered October 21, 2010 in
Chapter 11 Case No. 09-056171

Navitas Companies Corporate Structure Chart

Management Biographies

2009 Federal and State Income Tax Returns and Independent Auditor’s
Report (CONFIDENTIAL - Filed under seal)
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VERIFICATION ‘OF GASCO DISTRIBUTION SYSTEMS, INC.

STATE QOF OHIO

)
B! §8.
COUNTY OF NusBih eum_ )

1, ‘Fréd Stecle, President of Gasco Distribution Systems, Inc. being first duly sworn according to,
law makes oath sand affirm fhat I have tead the Totegoing Joint Petition, know the <coritents
thereof, :and ;that with respect to- the representations on ‘behall of Gasco Distribution ‘Systems,

Tnc., represents that the:samé s ‘trué-and correct 10 the best of my ‘knowledge, information and
?

- b@hvf o

s FRED STEELE

Subscribed and ssworn 'to ‘beforeme, 2 Kotary Bublic in-and for the above:County and

‘State, on:this | ({"daysof Noveniber, 2014, &9%%00 @ U\j [Vq/u\

Notary Public

My Commission Fixpires:

TWILAD. WRIGHT
Notary Public, Sate of Ohlo
My Commission Expires May 15, 2015




VERIFICATION OF NAVITAS TN NG, LLC

STATE OF CALIFORNIA )
SS.

COUNTY OF ORANGE )

I, Richard Varner, Chief Executive Officer of Navitas TN NG, LLC being first duly sworn
according to law, makes oath and affirm that I have read the foregoing Petition, know the
contents thereof, and that the same is true and correct to the best of my knowledge, information

and belief. ‘M/
L

RICHARD VARNER

I, Thomas Hartline, Secretary of TN NG LLC being first duly sworn according to law, makes
oath and affirm that I have read the foregoing Petition, know the contents thereof, and that the
same is true and correct to the best of my knowledge, information and belief.

/\//Tj T

/
THOMAS HARTLINE

¥

Subscribed and sworn to before me, a Notary Public in and for the above County and
State, on this 1§ day of IQWM&M, 2010.

Notary Public

My Commission Expires:



JURAT

State of : California

County of: Or&njg

Subscribed and sworn to (opaffirimed) before me

this {6t day of Abvember, 2018, by

Date Manth Year

(1)_Thermas Eben Har'H.‘ne

Name of Signer (s)

) R"c\ﬂwj A’M Vornec

Name of Signer (s)

who proved to me on the basis of satisfactory evidence
to be the person (s) who appeared before me.

WITNESS my hand and official seal

%5 Comu. # 1825384
7y NOTARY PUBLIC- CALIFORNIA -

ORANGE Counry
B~ 1y Cowu. Ex. Nov. 29, 2012 3 f

- M

U Signatur7'of Notary Public

%, ROSS J, MODGLIN—{
0

Place Notary Seal Above




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on the 17th day of November, 2010, a true and
correct copy of the foregoing instrument was deposited in the United States Mail, with postage

prepaid, and addressed to the following:

Richard Collier, Esq. /
General Counsel

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

Vance L. Broemel, Esq. /

Senior Counsel

Consumer Advocate and Protection Division
State of Tennessee, Office of Attorney General
John Sevier Building

PO Box 20207

500 Charlotte Avenue

Nashville, Tennessee 37202

Helen Helton, Esq.

Anita Mitchell, Esq.
Division of General Counsel
Public Service Commission
Commonwealth of Kentucky
211 Sower Blvd.

PO Box 615

Frankfort, Kentucky 40601

W

Klint Alexander

45408796.1

14



SPECIAL MEETING OF THE MEMBERS
A special meeting of the Members of Navitas Assets, L.L.C. (“"NALLC”) was held on
November |¢ ,2010 at 18218 East McDurmott, Irvine, Californiaat_ 9 _o'clock ) . 5., pursuant
to the waiver of notice duly executed by the Members.
The meeting was called to order by Richard Varner, Chief Executive Officer (CEO), who
presided, and Thomas Hartline, secretary, acted as secretary of the meeting.

Upon calling the roll the secretary reported that the following officers were present:

Richard Varner
Thomas Hartline

said persons being all of the directors.

The CEO declared a quorum of the officers to be present.

The chairman directed the secretary to annex to the minutes of this meeting the waiver of
notice thereof.

The chairman presented the Asset Purchase Agreement dated July 9, 2010 and Amendment
thereto dated October 14, 2010, wherein Gasco Distribution Systems, Inc. agreed to sell, and
NALLC agreed to purchase the assets in Gasco’s gas utility system subject to the approval of the
Tennessee and Kentucky Utility Commissions. The chairman then presented, and the secretary then
read to the meeting the following resolution. The proposed resolution was then fully discussed and,
on motion duly made and seconded, the following resolution was unanimously adopted:

1. RESOLVED that NALLC, pursuant to the terms of the Asset Purchase Agreement as
amended, assign all of its rights and priviledges under the Agreement to Navitas TN NG, LLC and
Nav?tas KY NG, LLC for their respective service areas in each state in order to provide natural gas
service to customers.

There being no further business to come before this meeting, upon motion duly made,

seconded and unanimously carried, the meeting adjourned.

d

/ ‘Secretary '
A d;

CEQY

EXHIBIT

A




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
{502) 564-3940

CERTIFICATE OF SERVICE .

Re: Case No. 90-~208
Ken Gas of Tennessee, Inc.
d/b/a Jellico Gas Utility, Inc.

I Lee M. MacCracken, Executive Director of the Publice

-7
Service Commission, do hereby certify that the enclosed attested
copy of the Commission's Order in the above case was served upon
the following by U. S. Mail on the 13th day of August, 1990.

Parties of Record:
Hr. Walton R. Haddix

Mr. Robert C. Hazelrigg
Mr. Keith Bissgell

W PR
Loy M Wi sihai

¥ Executive Director

LMM/cbg

Enclosure
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COMMONWEALTH OF RENTUCRY- *
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

GAS SERVICE TO KENTUCKY CUSTOMERS }
BY KEN-GRAS OF TENNESSEE, INC. d/b/a ) CASE RO. 50-208
JELLICO GAS UTILITY, INC. )

0O R D E R

On Pebruary 6, 1989, Staff of the Kentucky Public Service
Commission (“"Commission®") received a copy of CPB§-387-000, an
- Order Determining Service Area issuéd by the Federal Enerqgy
Ragulatory Commission (“FERC") on October 27, 1988. This Order is
attached and marked Bxhibit A. Rccording to the FERC Order, Ken-
Gas of Tennessees, Iné. (*Ken~Gas") propoges to build facilities
which extend acroas the Kentycky/Tennessee border to supply gas to
a local disgribution aystem which it will construet in Jellico,
Tennensee. Gas will be distributed by Ken-Gaa directly to end-
users, And there will be no sale for resale. Most of Ken-Gag's
customers will reside in Tennessee; however, scme of thé prospec=-
tive customers may be located in Whitley County, "Kentucky.

Based upon the information available to the FERC, including
the faect that Ken-Gas’'s local distribution operations in Kentueky
and Tennessee are regulated by this Commission and the Tennessee
Public Service Comriasion ("Tennessee PSC"), the PERC granted
Ken~Gas a service area determination under section 7(£) of the

Natural Gas Act. This determination pertains to service to the
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&iti of Jellico, Tennessee, and lts environs, Campbell County,
Tennessee, and Whitley County, Rentucky. A section 7(£) determi-
nation ‘means that the portion of Kén-GaB's operations that extend
between the Rentucky/menﬁassee border, which would ordinaxily
constitute interstate commerce, are jurisdictional te the appro—~
priate state public service commimsion. |

8ince the FERC Order in CP88-=387-000 referenced potential
service to Whitley County, Kentucky, Commission Staff requested
additional Iinformation from Ken-Gas and the Tennessee PSC to
determine the status of --the - proposed project,- the extent of
proposed gervice to Kentucky residents, and to clarify certain
Jurigdictional issues with the Tennessee PSC. This information is
attached and marked Exhibit B. In Docket No. U-87-7538, at the
Pennessee PSC, Ken-Gas was granted a Certificate of Convenience
and Necessity to construct and operate & natural gas distribution
system to offer service within the corporate limits of Jellico,
Tennessee, and Lhe Oswego Industrial Park. In Docket No.
U-87-7538, the Tennessee PSC also approved financing, revenue
requirements, and rates for Ken—-Gas. The design and construction
of the Xen-Gas system, hereinafter referred to as Jellico Gas
Utility, Ine. ("Jellico"), was required to comply with the
Tennessee PSC's pipeline safety regulations, which include 49 CFR
Part 192 (Pederal Pipeline Safety Regulations).

Based upoﬁ information provided by Jellieco, its gas is
purchased £rom Delta Natural Gas, Inc. ("Dalta"), a local distri-
bution company with pipeiine facilities and customers in central
and south central Kentucky and jurisdictional to this Commission.
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e Je;iico's gas supply is delivered -through an eight-inch steel
tr@nsmiaaion line, originating in Kentucky approximately 1,000
feet from the Tennessee border and terminating at a point ona mile
north of Jellico, Tennasasge, where the distzibution system begins.
This transmission pipeline is owned and operated by Jellico.

On February 1, 1990, Commiassion Staff met with Jellico
officlials and Glynn Blanton, manager of the Tennessee PSC's Gas
Pipeline Safety Branch. B8taff drove threughout the extent of the
Jellico system, including two areas in Whitley County, Kentucky,
where  reaidentzs have requested gas service, the communities of
Kentucky BHill and Black Oak. At the time of this vigit, most of
the distribution piping had been installed, and approximateiy 30
customers were receiving gas service. No pipe had been installed
in either of the two Kentucky communitiesn.

Mr, Blanton stated that his Staff had reviewed the construc—
tion specifications submitted by Ken-Gas in U-87-7538 and con~
ducted periodic site inspections during the installation of the
Jellico system.  Based upon 4its review and inspections, the
Tennessee PSC's Gas Pipeline Safety Branch has concluded that the
design and installation of the Jellico system complies with the
Tennessee PSC's gas safety regulationa, ineluding 49 CFR Part 182,

Prior to Commipsion Btaff's Pebruary 1, 1990 site visit,
Jellico 'had submitted infbtmation stating that whether or not
Jellico offers service to the Kentucky communities of Kentucky
Hill and Black 0Oak depends upon the regulatory treatment of such
service by the Commission. See attachment marked Exhibit C. Gas

servica to residents in these two communities may be posaible if

-
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Jeliico could remaln under the Jurisdiction of one regulatery .
comnission. Jellico stated that 1f both the Kentucky and
Tennessee Commissions imposed jurisdiction, the Kentucky residents
would probably not be served. In Jellico's oplnion, the coats of
maintaining dual systema of accounts, £iling dual annual reports,
-and rate cases would probably be greater than any potential
benefits.

Jellico reiterated its position on Fabruary 14, 1990, con-
cluding that it would not be sconomically Egnsible to serve the
Kentucky residents 31if records were required by this-Commlssion,
However, Jellico is willing to offer service to the Kentucky Hill
and Black Oak communities under the same terms and rates as
approved by the Tennessee PSC for residents of Jellico, Tennessee.
In this response, Jellico also provided two lists of prospe:bive
customers, 29 in Kentucky Hill and 28 in Black Oak. Jellico does
not anticipate offering such service until sometime in 1991,

Following ‘receipt of Jellico's inltial statements regarding
dual jurisdiction over Jellico's operations, Commission Staff
contacted Delta ragarding service to the two Kentucky communities.
Delta currently serves Williamsburg which is located ln central
Whitley County. 1In its December 7, 1989 responae, Delta'stated it
would not be feasible for Delta to diraectly serve the prospective
customers in the KXentucky Hill and Blaék Oak communities. See
attachment marked Exhibit D. However, Delta has no objection to
" Jellico serving these reaidents provided Jellico does not attempt

to duplicate service provided by Delta.
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The Commission's principal concezn in-this-matter is that the
Kentucky reaideuta in the communities of Kentucky Hill and Black
Oak have the opportunity to receive, if they deamire, natural gas
service; and that auch service, if provided, is reliable, safe,
and reasonably priced. In an effort to allow such an opporktunity
to occur, yet recogniring the only source £rom which such servige
can materialisze, the Commission requaested that the Tennessee PSC
investigate the feasibility of extending 1its Jjurisdiction of
Jellice to include any sarvice Jellico provides to Kentucky Hill
and Black Oak. The reguest was made based upon the comblination of -
factg known: that the only source of gaan service to these two
communities is Jelligo; the relatively small number of potential
customers (approximately S57), and their proximity to Jellleco,
mennensuai aﬁd that almost all of the Jellico system is physically
located in Tennessee. Such Jjurimdiction would include rates,
service, and safety. In its May 9, 1990 reaponae, attached and
marked Exhibit B, the Tennessee PSC advised that it had gimilar
arrangementsg wiﬁh other gtates contiguous to Tennessee and
concluded that the Commission's proposal was feaaible.

After review of the available information, pertinent statutes
and requlations, and being otherwise sufficiently advised, the
Commigsion f£inds thats -

1, Jellico is a gas distribution utility subject to the
jurisdiction of the Tennasses P8C. The Jellico system lancludes a
transmisslon pipeline which begins in Whitley County, Kentucky,
and terminates in Tennessee approximately one mile north of the
city limits of Jellico, Tennessee.

.-.5._.
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2. The FERC -has granted Ren-Gas -a service area determina- -
tion under gection 7(£) of the Natural Gas Act to ineclude the city
of Jellico, Tenneasea, and its environa, Campbell County,
Tennessee, and Whitley County, Kentucky. The Bervice area
determination by the FERC means that delivery of gas by Jellico to
its ultimate consumers, even if across state lires, is subject to
the axclusive jurisdiction of the state commigsion in the astate in
which the gas is consumed.

3. In Docket No. U-87-=7538, Ken-Gas was granted a Certifi-
cate of Convenience andv Necessity ' to ‘construct -and operate a
natutél gas distribution asystem to offer service within the corpo-
rate limits of Jellico, Tennessee, and the Oswego Industriai Park.

4. Based upon its review in U~87-7538 of Jellico's con-
struction specifications and subsequent periodic site inapections
during the installation of the Jellico system, the Tennessee PSC's
Gas ?ipeline Bafgty Branch hag determined that the design and
installation of the Jellico gas system caﬁplies with the Tennessee
PSC's gas pipeline safety regulations, which include 49 CFR Part
192 (Federal Pipeiine Safety Regulations).

5, 807 KAR 5:022, this COmmiasion'a'pipeline safety regula-
tions, contains the same requirements found in 49 CPR Part 192.

6. Kentucky residents in two Whitley County communities,
Kentucky Hill and Black Oak, both of which are immediately adja~
cent to the city limits of Jellico, Tennessee, have requested gas
service from Jellico.

7. Jellico has concluded that gas service to the Kentucky
residents referred to heareln pay be pouniblo only if Jellico

-6-




'“"rem;ina under the jurisdiction of one regulatery commigsion. If£
Jellico offerg such service, 1t cannot be provided until 1991,

8. Delta is the only Kentucky gas distribution utility
jurisdictional to this Commisaion with <facilities in Whitley
County. However, Delta has stated it is not feaaible for Delta to
directly serve the progpective custamers in Kentucky Hill and
Black Oak. _

9. With htha relatively small number of Kentucky residents
requesting gas service and their proximity to Jellico, Tennessee,
and since virtually all of the Jellico gas system is physically
located in Tennesses and represents the only source of natural gas
“to these residents, the exiating jurisdiction of the Tennessea PSC
ovér Jellico's operations should include any service prowvided to
the Kentucky. communitles of Rentucky Bill and Black Oak.

IT IS THEREFORE ORDERED that:

1. Approval by the Tennessee PSC of Ken-Gas's construction
~ and operation, £inancing, revenue requirements, and rates for the
Jallico gas systeﬁ shall be deemed compliance with this Commig-
slon’s laws, rules, and regulations. Ken-Gas shall simyltaneously
flle with this Commission every application it files with the
Tennessee PSC, Ken-Gas shall file with this Commission every
final order that the Tennessee PSC enters relating to its opera-
tions and rates within 10 days of the date of the Tennesaeg PSC
final order.

2. Compliance with Tennessee P8C laws, rules, and regula-

tions applicable to service and safety shall be dJeemed as
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compliance with this Commisaion's -lawa, rules, and regulationa
applicable to serviee and safety.

3. Prior to providing Bservice to Xantucky residents,
Jellico shall comply with XRS 278,160 by £iling a copy of ita
tariff, which sets out the rates and services to be offared, as
approved by the Tannessees PSC for adoption and ratification by
this Commisaion, Any subsequent changes to ita tariff ghall be
£iled with this Commission for adoption and ratification within 10
days of the date of approval by the ‘i‘ennessee PSC.

4. Ordering paragraphs 1=-3 herein apply only to Jellico's
proposed service to Kentucky residents in Kentucky BHill and Black
Oak,

Done at Frankfort, Kentucky, this L13th day of August, 1990,

PUBLIC SERVICE COMMISSION

ATTEST 3

ecutive rector
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Per Frankie Bertrand/Rebecca Goodman - mot ineluded on image
file for cese #90-~208 ware 5 items: .

1. EXHIBIT A - FERC order #CPB8-387-000

3. BXHIRIT B - CERTIFICATE OF CONVENIENCE & NECESSITY
$U-87-7538 (before Tennessee PSC) :

3. EXHIBIT C - letter addressed to Ralph.Dénnia dated 15Jan90
4. EXHIBIT D - letter addrxsssed to Ralph Dennis dated 07Dec8$

5. EXHIBIT E - letter addressed to Lee M. McCracken dated
05May30




\ L.

~
v com o

[

[ -t
.
L Y

UNITED STATES OF AMERICA ey s
FEDERAL ENERGY REGULATORY COMMISSION w1 h
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Before Commissionerz: Martha O. Hesza, Chalrman; 7 i-;3ea . .
charlez G. Stalon, Charles A. T=abandt, -
Elizabeth Anna Moler and JarrXy J. Langdon.
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Ken=~Gaa of Tennaeszae, Inc., ) Docket No. CPB8=387=000

ORDER DETERMINING SERVICE AREA
(Issuad October 27, 1988)

Ken=Gas of Tennassea, Inc. (Ken-Gam) £iled a regquest in
Dockaet No. CP88-~387-000, aa.amandad, for a service arsa
detarmination under section 7(f) of tha Natural Gas Act to
construct and operate a local distribution aystem to sarve the
city of Jellico, Campbell County, Tannssssa. Ken-Gas proposes to
tranasport gas recaived from Delta Natural Gas Company, Ine.
(Dalta), a producar locatad in Xantucky, acroass tha Kantuckye
Tennessee State line, to bs distributad and ultimataly consumed
‘within the propoaed digtribution area.

- Bagkaround

Ken-Gas proposes to construct approximataly 19 miles of
2-inch and 4-inch diameter pipeline and appurtanant facilities,
to distribute gas to commarcial, industrial and other high-
pricrity end-ugsers, located in the City of Jeilice, Tennessee and
Whitely County, Kentucky. KeneGas will receive its gaz supply
from Delta at a delivery point in Kentucky and transport the gas
approximately 1,000 feet through a four-inch pipeline, across the
Kentucky/Tennessee Stats line to be distributed and consumed
within the propossd distribution area. Most of Ken-Gas'
customers resida in Tennessea; howavar, a faw custoners ara
located in Whitley County, Kentucky. Although the facilities
will extend across Stata lines, ths system will ba operated as 2
local distribution company. Ken-Gas will own all of the gas
distributed; there will he no sales for resale and Ken-Gas will
not be transporting on behalf of a third party. The gas
purchases and sales by Ken-Gas ara regulated by the Kentucky
Public Service Commission and the Tannessee Public Service
Commission.

Interventions
After due notice by publication in the Fadaral Register on

May 24, 1988 (53 Fed. Rag. 18598) and the amendment to the

application on June 27, 1988 (53 Fad. Reg. 24127), no notices,
motions to intazvene, or protests to the granting of the
application have bsen filed in this procsading.




Dacket No. CP88=13187=-000 -« 2 -

Riscussjion

In pravious cazaes, wa have nade a sactlen 7(f) servica area
deternmination wherse tha natural-gas company waa primapily angaged
in the local dlstribution of natural gas, but wag subject to the
Commisasion's jurisdiction bacause its facilities crossed state
lines. Wea have considerad four factsra in datermining whether a
section 7(f) service area is appropriate: (1) whethar the company
nakes sales for resala; (2) whethar its ratasz ara regulated by
state or local agencies; (3) whsther the company has an extaensive
transmission aystem; and (4) tha concerns of other companies

. providing gas in the aama arsa. )/

After conmideration of thass critaria, wa £ind it is
appropriate to deternine a service -area for Kan-Gas' proposed
distribution systam. First, although the proposed facilitiaes
will axtand acrosa state lines in interstata commerce, the systen
will be oinrated essentially as a local distribution company.

The gas will be Qistributed by Ken-Gas diractly to end-users, and
thers will be no =ale for resale. Further, Xen-Gas' opsrations
ars regulated by the Kentucky and Tannhesses Public Ssrvice
Comnissions. Finally, the propossd transnission systam includes
approximately 19 miles of 2-inch ta 4-inch pipaline, which is not
extensive, and iz the only systea providing natural gas service
in the arsa. Our deternmination o6f a marvica area will enable
Ken-Gas to enlarge or expand its facilities to bettar serve its
customers in the area without sseking further Commission
approval.

Accordingly, wa grant Kan-Gas a sarvica area datermination
under section 7(£) of tha Natural Gas Act to includa the City of
Jellico, Tennsssee and its environs, Campball County, Tennessae
and Whitley County, Kentucky. o

The Comnission starff praparad an anvironmental assassment
{(EA) for the proposal by Ken~G2s. The staff found that the
facilities would ba constructed within existing road apd utilise
rightg-of-way, and Ken-Gas has recsivad the necessary

" authorizations for tha uza of those right-of~ways. All disturtel

areas would bae raseeded aftar construction. Thera would be no

l/ See, g:.9., Washington Gas Light ¢o., 28 P.P.C. 753 (1962);
Blacksvillz 03l and Ga= Co., 37 F.P.C. 502 (1967); National
Fuel Gas Distribution Corp., 13 FERC q 61,200 (1980):; Great
Rivar Gas Co., 14 FERC § 61,1687 (1%81); Shenendoah Gas Co.,
16 PERC 9 61,087 (1581) 2 Arkansas QOklahoma Gasx Corp., 133
FERC § 61,197 (1985), High Plaina Natural) Gas Company and
Wheeler Gas, Inc., 41 FERC § 61,364 (19873 ; and Associated
Natural Gas Company, a Division of Arkansas Western Gasg
Company, gt al., &3 FERC § 61,304 (1988).
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affact on cultural resources, or thraatanad or andangearad
spacles. Based on the finding in the EA, approval of this
application does not constitute a major Federal action
significantly affacting tha quality of the human environmant.

At a hearing held on October 26, 1588, the Commissien on its
own motion raceived and made a part of the racaord in this
proceeding all avidance, inecluding the application and exhibics
theraeto, submitted in support ¢f tha authorization sought harain,

and upon considezation of the recoxd,

The Copmimaion oxders:

Ren=Gas is hereby granted the sarvica area dataraination it
has regquestad pursuant to zaction 7(f£) of tha Natural Gas Act.
Ken~Gas' gsarvice area is detarzined to includa the City of
Jellico, Tennsssae and its environs, Campball County, Tennessee,
and wnitley County, Kentucky, asm mora fully desscribed in the
application.

By the Commimzion. Commissioner Langddn voted pr‘i-nt.

(SEAL)

Lois D. Cashell,
. Secratary.




EXHIBIT B

BEFORE THE TENNESSER HUBLIC SERVICE COMMISSYON . .. . 7yl
October 13, 1988 Rashville, Tennessea CUVERLS e gment

WATURAL GAS DISTRIBUTION SYSTEM, APBROVAL OF FTNANCING AND .
CONSTROCTION COSTS AND APPROVAL OF APPLICABLE RATES. [

DOCRET NO. U-87-7538
" DRDER

This matter is before the Tennessea Publis Service Cammission
upon the application of Ken-Gas of Tannessee, Inc. for a Cartificate
of Comvenience and Necessity as set forth in, the above caption,

The patter was set for hearing and was heard on Maxch 15, 1988
before Ralph B. Christian, 1I, the Administrative Judge. On Septenber
16, 1988 the Administrative Judge issued his Injtial Opdar
recommending that the applicaticn be granted.

The Camission considered this matter at the Comissien
Conference held cn October 4, 1988. It was concluded after careful
eensideration of the entixa record, including the AMmindstrative
Judge's Initial Order and all applicable laws and statutes that the
rdministrative Judge's Initial Order should be approved and the
authority granted. The Coemissicon further ratifies and adopts the
fivdings and conclusions of the Administrative Judge as its own.

IT I8 mmmmm ORDERED 2

1. That the Rdministrative Judge’s Initial Order dsted
Septamber 16, 1988, in this docket is heveby ratified, adepted and
ineorporated by reference in thia Opdar as fully as though copied
verbatim herein, including the £indings and conclusions of the
Administrative Judge which the Camissicn adopts as its own.




2, That a Certificate of Convenlence and Necessity to construct
and operate a natural gas distribution syatem is hereby granted.

3. That within gixty (60) days of the substantial completion of
construction, Ken-Gas of Tennessee, Inc, iz divected to file its final
costs in accordance with the Uniform System of Acoounts with the
Tennessee Public Servica Cammisaicn.

8. That within thirty (30) days of substantial completicn of
vematmctim,xe:r&sa,fﬂ'emesaee, Inc. is directed to £ile a copy of
the "As-Built" drawings and a sigmed statement that the construction
has been satisfactorily capleted in accordance with the contract
plans and specifications with the Tennesses Bublic Service Comdssicn,

5. ‘That the proposed financing plan, its amounts, intevests
rates, and amortization periods as set forth herein, iz hereby
approved,

6. That the costs, as determined by the Tennessee Public
Service Cammiasion Staff and set forth in Schedules 1 through 9, are
hereby approved,

7. That the Tates as set forth hevein are hereby approved.

8. That Ken~Gacs of Termessee, Inc. is hereby directed to file a
tariff with the Tennessee Public Service Camisaion setting forth the
rates approved herein before comencing operations.

9, That Ken-Gas of Tennesmsee, Inc, is hereby directed o file a
copy of its General Rules and Regulstions as pwescribed by T.P.S.C.
Rale 1220-4~3-.01 through .07. .

10. That Ken-Gas of Temnessee, Inc. ismreﬁydimctedto
maintain its aceounting records in accordance with the methods
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11. That Ren-Gas of Tennessee, Inc. is beveby directed to flle a
quarterly report, in the form of Quartsrly Report Form PSC-3.04,
within sixty (60) days of the end of the quarter covered by the
report,

12. That any party aggrieved with the Comnissicn’s decision in
thig matter may file a Patition for Reconsideration with tha
Comnisgion within ten (10) days from and after the date of this Ovder.

13. That any party sggrieved with the Camnissicon’s decision in
thig matter has the right of judicial yeview by £iling a Petition for
Review in tha Tennessse Court of Appeals, Middle Section, within sixty
(60) days frem and after the date of this Oxder.
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BEFORE THE TENNESSEE PUBLIC SERVICE COMMISSION
Nashvilla, Tennesses
Saptembar 168, 1388

IN RE: THE APPLICATION OF KEN=-GAS OF TENNESSEE, INC.,
FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY
FOR THE CONSTRUCTION OF A NATURAL QGAS
DISTRIBUTION SYSTEM, APPROVAL OF FINANCING AND
CONSTRUCTION COSTS AND APPROVAL OF APPLICABLE
RATES.

DOCKET NO.: U-B7-7538

ORDER

This matter is before the Tennessee Public Service
Commission upon 1ts own motion.

Having reviewsd tha initial Order in tha Qbave-
captioned matter September 18, 1888, the Commission,
pursuant to T.C.A. Sectlon 4-5-315(b)}, hereby notlfles all
parties that the Commission will review aj} Issues raised In
the record of this proceeding bafors the Administrative
Judge.

Any party may note his excaptions to thae Initlial Order
by flling a brief with the Commiasion within 5 daya of the
date of this Order. Reply brlefs may be flliad within O days
after filing exceptliona. Any party may reguasst oral
argument on the [(ssues raised In the briefs.

Requests for extansions of tima within which to flls
brlefa must be made in writing to the Executive Directer of
this Commission and accompanlied by a proposed order to be
signad by ¢he Chalrman of thias Commission. Tha reguest must
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!ndlcaéa that copies of the regusst and proposed ardar have
baen servad Pn all! partlies.

The Commission dacialon to raview the inltlal Order
doas not affasct any party’a right to petition the
Administrative Judge te reaconslder the Itnitia! Order
pursuant to T.C.A. Bection 4=5=317. Shauld such a pestition
be fiied, ths time |imits set forth (n this Order for thes
submiaslon for axceptions and replles be suspended and will
begin to run adb Initio from the date of Fina! diaposlition of

+he patition to resconslidar;

COMMISS IONER STEVE HEWLETT

ATTEST TO:

PAUL ALLEN, EXECUTIVE DIREGTOR
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. . BRPORE THRE TENNESSEE PUBLIC SERVICE COMMISSION bl
Naahville, Tennessag
Septembar 16, 1988

IZIN RE: THE APPLICATION OF KEN-GAS OF TENNRSSEE, INGC. FOR A
CERTIFICATE OF CONVENIENCE AND NECESSITY FOR THE
CONSTRUCTION OF A NATURAL GAS DISTRIBUTION SYSIENX,
APPROVAL OF PINANCING AND CONSTRUCTION COSTS AND
APPROVAL OF APPLICABLRE RATES.

DOCKET NO. U=87-7538

= o 2y o

T™This natter is bafora the Tennassee. Publlec Service
Comnmission upon the application of Ken-Gaa 02 Tennasses, Inc.
{Ren-Gas) for a Cartificate of Convenlence and Nacessity as set

forth in the above caption.

The matter was heard March 15, 1988, in Nashville,
Tannessee, before Ralph B. Christian, II, Administrative Judge,
at which.time the following appearances wara entered:

L .

DAVID CROSS, Attorney at Law, P.0. Box 370, Albany,
Kentuely 42802, appearing on behalf of the Applicant
Ken—-Gas of Tennessea, Inc.

D. BILLYE SAMDRERS, Assistant General Counsel, Tannessee
Public Service Commiaseion, 460 James Robwertmon Parkway,
Neshville, Tennassea 37219-3477, appearing on beshalf
of the Comuismsion Staff,

The matter is unprotested.
APPLICANT

Kan-Gaz of Tennassee, Inc. by letter dated October 16, 1987,
filad an Application requesting that the Tennhessea Public Service
Commission lssue a Certificate of Convenlence znd Necessity for
the construction of a natural gas distribution aystem. The
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“propozed. construction cost.will ba funded by equity investment
and‘n commercial bank loan. Installation of the gas systam wllld
provide ratural gaa service to approximately 250 residential, ¢4
cammareial, an& 3 industrizl customeres following the first year
of operation. The proposed natural gas distributlon system has
been dasigned to offer service within the corporate limits of
Jellico, Tennessea and to the Oswegoe Industrial éark located
approximately one mile from Jelllico's city limita. Ken-Gas was
awarded a franchisze from the City of Jellico on the third rsading
of an Ordinance approved October 15, 19987, Sald Ordinance lis
krown g8 the Jellico Natural Gasg Franchise Ordinance and s
dealgnated aa Ordinance No. 4-87.

REVENUE REQUIREMENTS

Dpon zhe £iling of the instant aPplication. the Publie
Service Commission Staff commenced its in&eutiqation of the
application and requestad additional information from the
Company. Additicnally, operating gas companies of simllar size
and type wers analyzaed to verify the accuracy and reasonableness
of projections for the Jellico natural gas distridution system.
The investigation produced nine achedules, After svaluation of
the schedules, Ken-Gas acceptad the Staff's projections.
Following 15 i sunnary of the Tennasase Publzé Service
Commission's findings.

. Schedules 1 through 9 demonsirate the revenue requlremnonts
upen which the initial rate structure 1s based. The schedules
were prepared by Commission Financlal Analyat Magnal Thompson.

Burchased Gas

Natural gas for the Jellico natural gas distribution systen
will be supplied by Delta Natural Gas Company, Inc., of
Winchester, Xentucky. Natural gas will be delivered through an

2.
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‘might inch steel transmission line, located approximately one
mile north of the Jallico city limits., The line will be tapped
in Xentucky approximately 1000 feat from the Tannessaa border.

Applicant provided the Public Service Commiasien with a copy
of its Gas Service Agresment with Delta Natural Gas Company,
Inec., dated July 22, 1988. The cost of gas to the Jellico
natural gas systen will be under the Sellaer's Tariff requlatod“by
the Xentucky Public Service Commission. The initlal rate
determination by the Tennessee Public Service Commission Staff ls
based on a projected wholesale cost of purchased gas of $3.850 per
Mcf ms shown on Schedule 3. Applicant, however, will be allowed
to operate under Appandix A to TPSC Ruls 1220~4-1-.12,
Standardized Réquirements for a Purchased Gas Adjustﬁent
Provision. A matural gas pipeline's tariff usitally consists of
two elements: demand charges and commodity chavges. Herein,
howaver, Jallico's gas supplier, Delta Gas, has included only
commodity charges in its rate styructure, Therefore, the PGA will
be dependent only upon changes in the commodity rate as follows:

PGA = Current Commedity Chazrge minus Bassz Commodity Charge

The Current Commodity Charge will be the De;ta Gas approved

tariff rate with the Base Commodity Charge belng the ..33.50 uged
by the Staff to compute Jellico's coat of gas in thias proceeding.
Morsover, since Jellico has only £irm rafas, this fagtor will be

unsed o adjust all of its rates,

Pranchisa Fss

A franchisme fee of one percent of all prows recelpts from
the gale of natural gas will be paid to the City of Jellico, The
fee will bhe listed snpirataiy on utility bille and will not be
considered as an expanse for rate-making purposes. Ken-Gas will

3.




act 'as a conduit for the tax that is collscted from the gas
cuaéomars and in turpn is paid to the ejty.

epraciation Q. B! enses
Schedule 9 discloses that the Commission STaft has allowed
81,000,000 for Plant-in-Sarvice and $24,239 for deprcciae;on
expense. The dapraciation rates umsed on Schadule 9 are to be
used by tha utility to compute depreciation unless changed by the
Public Service Commission. .

Operating Expenses
Operating Expenses of 3347,6840 az shown or Schedule 1 and on

related Schedules 3, 4, &8, and 6, wers accepted by Xen-Gas of
Tonnegsee, Inc. Sald amcunt has been used by the Commission in

determining Jellico's rates,

Revenua Reguiremant Detsrmination

Based upoh operating expensas of $347,640, Xen-Gas' revenue
reguirement for the f£irst vear of operation is 5424,425 and is
shown on Schedule 2. The projested gross ravenue amount is bhased
upon S5taff requested documents obtained from the Applicant. The
documents included feasiblility studies and analysiz by United
Cities Gas Compary and by Barge, Waggoner, Sumner & Cannon, an
independant engineering and planning firm in Nashville,
Tennessee, On site avaluations were mada by Ken-Gas to verifly

and augment the above studies.

Kan-Ges of Tannessee, Inc,.‘'s reavenue requirement is

sunmarizad below:

Revanue 5424,425
Total Operating Expanse 347,640
Net Operating Income 8 76,785

The rate af return ig 7.58% on a rate basa of 81,000,346,

!
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PINANEING - -
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The Applicant avers that long term Einaneing will be
provided by aguity investment and by a commarcial bank loan.
Fentress County Bank of Jamestown, Tennessee will provide the
lean. The loan interest rate will be 2.5% abova the low Naw York
primi rate as published in the MNall Street Journal. The term of
the loan willl ba 20 o 28 yaars.

Based upon the coat of the Naturml Gas Distribution Systenm
as detarninad herein aﬁd upon an allowance of i/12 .of tha
operating and meintensnce expense, axclusive aof Purchaged Gas,
Applicant'’s inveatmant rate basé has been determingd as follows:

Dlant~in-8ervice 81,000,000
Working Capital 24,588
Teval 81,024,585

Less Accumulatad Depreclation 24,239
Rate Baae 81,000,346

The revenues allowed herein will produce a rate return of 7.68%

capital Stepeturs
Ken-Gas of Tennassee, Inc.'s proposed Capital Structure

follows:
Debt (87%) 81,000,000
Bquity (13%) 145,570
Total Capital 51,148,670
RATZ DESIC

The rates for Ken-Gas customars have bsen deterninsd using a
projoctéd sales volume of 22,7250 Mef for rcciéantitl users,
19,800 Mcf for commercial users, and 16,200 Mcf for industrial




N ' wad
users. Revenua projected from a combined sales volume of 58,750 )
Mcf at the rates set forth below iz $424,425.

Cuetoraer Rates

Residontial 57.50 par Mcf

Commarcial 37.50 per Mcf

Industrial 86.50 per Mct
ENGINBERING CONSIDERATIONS

United Cities Gas Company's proposed piping configuration
was gubmitted to the Public Service Commission by Xen-Gaz along
with its original application for a Cartificate of Convanience
and Necessity., The actual deslgn and construction of the gas
Sistribution dystem must comply with Public Sarvice Commisasion
Pipeline Safaty Regulations as defined in TPSC Rule 1220-4~1~.09.
The system will uee SDR 11 plastic plpe for gas nalins and service
lines. Accordingly, reguirements and jolining procedures for
making such plastic pipe joints and for performing inspection of
those joints are to ba reviawad and followed. Applicant shounld
be directed to submit construction apecifications and plans for
installing the gas systeﬁ to the Tannesses Public Service
Commismsion for approval, prior to the start of construction.

WHEREFORE, having considered the testimony, the evidence of
reacord, and the statutory criteria, the Administrative Judgs
£inds that the application is in the public interest and should
be granted.

T.C.A., Section 4-5-315 provides that all parties ahali have
an opportunity to appeal initisl orders to the Commission. The
Tennessee Public Service Commission, however, reviews all initial
orders, thereby assuring resview. All parties may 2ile exceptions
or replies to exceptions in the form of a brief aetting forth
specific issues. The excaptions and any replies thereto will be

6.
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“considered by the Commiesion in its review. The Commission will
determine the mattazr in 2 regularly schedulasd Commission

conference. Affected parties may then seek reconalderation of

the Commission's firal order or may appesl the final order to the
Court of Appeals, Middle Division, within 50 days of the final

order,

This Initial Order is prepared in conformity with the
Tennossee Uniform Administrativa Procaduras Act, and
T.C.A. Section ¢~86~101L, &t asaq. Proceduras wheraeby parties aasek
revia&. stay, or reconsideration are found in
T.C.A. Sections 4-5-315 through 318, Judicial review of
Commission orders is deacribad in T.C.A. Section 4-5-322.

AN

-

IT IS THEREFORE ORDERED:

1. That the application of Ken-~Gas Of Tennesses, Inc. be
granted for a Certificate of convanience and Nacagsity for the
construction of a matural gas distribution systenm.

2. 7That within 60 days of the substantial completion of
construction, Ken-gas of Tennessee, Inc. is directed to flle its
final coste in accordance with the Uniform Sysiem of Accounts
with the Tennessee Public Service Conmisalion.

3. That within 30 dayz of the aubatantial completion of
construction, Ken-~Gas of Tennessse, Inc. is directed to flle a
copy of the "As~Bulilt™ drawings and a nigneé statenent that the
congtruction has been satisfactorily completed in accordance with
the contract plans and specifications with the Tennassee Public

Sarvice Commission.

4. That the proposad financing plan, its amounts, interest
rates, and aportization periods as get forth herein, ie heraby

approved.

7.
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8. That the costs, as determined by the Tennesses. Public
Seréicn conmiszion Staff and sat fozrth in thedulas 1 thr»ough 2.,

ara hereby approved.
6. That the rates as set forth herein are haxeby approved.

7. That Ken-Gas of Tennessae, Inc. is harepy dlrectad o
file a tariff with the Tennessae Public Service Commiasion
satting forth the rates approved herein.

8. “That Xen-Gas of Tennesses, Inc. is8 hereby dirscted to
#ile & copy of its General Rules and Regulations as prescribed by
TPSC Rule 1220-4=-1=,01 through .07.

2. That Xen—Gas of Ténnensee, Inc. iz heraby directed o
maintain itz accounting recorda in acecordancs with the mathods
prescribed by the Uniform Bystem of Accounting for Clase C & D
Utilicies.

10,  That Xen-Gas of Tennessea, Inc, 1s hersby directed to
file a guarterly report, in the form of Quarterly Report Form
PSC-3.04, within 60 days of the and of the guarter sovarad by the

report.

PR B. OHRISTIAN, I3

ADMINISTRATIVE JUDRGE
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Q.

A.

Q.

A.

Q.

Q.

A

State your name for the record please.

My name is Magnal Thompson.

What is your position with the Tenneasee Publia Service
Commisasion?

I am employed as a Financial Analyst with the
Commission.

How long have you been employed with the Commission?
Two years.,

Would you briefly deseribe your duties as a Finaneial
Analyst? v

During my two year employment I have participated in.
several rate case audits of utilities subject. to the
Commission's Jurisdiction, as well as the preparation
of exhibita for Commission hearings., I have alao been
1nv91ved with the audit and analysis of the variocus
financial reporta filed with the Commission,

What 18 youf educational background and what degrees
have you earned?

J have earned a Bachelor of Business Administration
degree with a major in Accounting and s Maszters of
Buainess Adﬁinistration degree from Tennessea BState
Univeraity in May 1984 and May 1986, respectivaly,

What is the purpose of your teétimony in this case?

The purpose of my téstimany i3 to present information

and aupporting’ exhibits to the Commisaion to assist

_ them in deeiding on the petition for a CCN by Ken Gas

of Tenneasee to build a naturzl gms system in Jellieo,

Page 1 Direct, Thompson
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Q.
K.

Q.

A.

A.

Tennéasee and Dbegln operations within Jellico,
Tennessee.

Are there any controveraial issues in this case?

Na. The Company has decided ta adopt my exhibits as
their own.

What test period did you use in oconsidering the
Cempany's request?

Please rllow me to give a brief explanation of 2 test
period for better underatanding. A test period i3

generally, B twelve month period of time in. which a

‘company's financlal resulta are analyzed and adjusted,

if necessary, to test a oompany's earninga under
present or, in the case of Xen Gas, proposed rates. In
this case the Staff declded on a five year period of
time. The Staff felt that in order to analyze and test
the proposed rates of the Company & longer taest perilod
was necessary. This process of analyzing the rasults
of operations assista the Commission In determining
fair and reasonable rates on- which the Company will be
allowed an opportunity to earn a reasonable return on
its investments.

You referred to the term "falr rate of return®, What
is its definition and its importance to the Commission?
A rate of reaturn i3 the compensation for capital
required by the utility to provide service to the
customer. A "fair rate of raturn®™ iz 8 return,

expressed as a percentage, approximating the cost of

Page 2 Direct. Thomnson
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A

the capital. Angd, the cost of this eapitel ia the

price that ia paid for its use, This means that the

fair rate of return i3 what capital invested would bhe
able to earn if invested under 3similar counditlons
elsevhere.

In the context of regulation of utilitles, 3 fair rate
of return 18 the percentage figure multiplied by rate
base which produces the return avallable to ocover
interest on debt and dividends on preferred and common
stoek.

Genersally, the Commission would consider what
conatitutes a fair rate of return and adjust ?abes BO
as to allow 1nvestofs te eern this rate of return. The
Company failed to show calculations for what it
considerad a fair rate of return that 4Lt should bde
allowed the opportunity to earn. The staff Economist
computed an overall return of 11.95% and an equity
return of 15%.

Would you please summarize the Company's request?

The Company requested s Certificate of Convenience and
Necessity ¢to 1install and operate a natural gas
distribution Byatem within the city’limits of Jellico,
Tenneasee, Alro, it requested approval of a rate to
charge customers using the gas. Finalli} it requested
approval of the oconstruction cost to build the system
and the financing arrangements necessary to pay for the

debt.

Page 3 Direct, Thompson
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Q.
A.

Q.

Is there s need for a i\atural‘gaa~-syat-em-~in'-arelltca.
Tennessee?

Yes, the Clty of Jellico {38 a municipal corporation
located in Campbell County, Tennessee and is without a
natural gas distribution syatem., There i3 currently a
nead and demand for a natural gas distribution system
to provide natural gas to the oltizena of Jellico. In

order to supply the need for natural gas the Jellico

City Counsel has awarded a franchise to Ken Gas of .

Tennessea, Inc. for ' the intent and purpose of
installing and operating a natural gas distribution
aystem within the city limits. .

What {5 your recommendation to this Commission?

Y recommend that this Commission after wviewing the
Company's and Staff's testimony and exhibits grant a
Certificate of Convenience and Necessity to Ken Gas of
Tennessee, Inc. to operate a natural gas distribution
system within the eity limits of Jellieco, Tennessee,
How would you likelto present your exhibits with their
adjustments to the Commission? '
As there are no eontroversial {ssuez betwaen the
Company and myself, I would 1like to summarize esach
exhibit and provide a brief explanation for adjustments
of msterial importanée,

Schedule 1 - Shows the forecssted earnings for the

firat five years of operatiocn.

Page 4 Direct, Thompson
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Schedule 2 - Shows for the initiel five years of

eperations total 3ales volume for each c;aaa of
customer priced out uaing the proposed ratea. This
provided total revenues from ga® sales for the Tive
years.

Schedule 3 - Purchase gas was computed based on the
projected s3sles volumes multiplied by the gas cost per
Mef. Total cost of gas was thén adjustad for loss and
unaccounted for gas at a reasonable rate of 2%. This
provided the total cost of gas purchased.

Schedule 4 = Other operating expenses of the Company

were found to be falr and reasonable by the Staff and
were adopted as presented. .
Schedule 5 - Shows other operating taxes that the
Company is reguired by law to pay &8s a result of deing
business.

Franchise Tax i3 2 tax imposed on corporations for

the privilege of engaging in business within the State
of Tennessee. The franchiszse tax shown was computed by
applying the statutory franchise tax rate. of $.25 per
$100 to the net utility plant in service at the end of
the Company's fiscal year.

Gross Regeipts 13 another tax thet corporations

pay for the privilege of conducting business, Gross
receipts was computed on the total revenues received
less the applicable eaxemption for gas companies of

$5000 multiplied by the atatutory gross receipt rate of

Page 5 Direct, Thompson
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3%. Generglly, gross receipta taxes are computed on
prior year total gross receipts and payable in the
current year. But for simplistic purposes, gross
receipts taxes are ecalculated on ¢the ocurrent total
revenuas.

PSC _Fees, public utilities operating within the
State of Tenneasee and subject to the contrel and
Jurisdiction of the Commission must pay a fee for the
inapection, control, and regulation af the oompany.
The fee 1s based on total revenues less a $5000
exemption multiplied by the statutory rate of 3%,

Payroll Taxes, utilities like other employers are

required to pay social security and unemployment taxes
on the wages and zalaries paid to their employees. The
Company's payroll tax was computed based on its
projected three (3) employees multiplied by the
applicable state and federsal unemployment tax rates and
social smecurity tax rate. '

Property Tax is based on asppraised net book value

of the property in service, multiplied by the
applicable statutory, equalization, e¢ity, and ocounty
rates. The Company's property tax shown was computed
basead onﬁthe assessed value of its property by the TPSC
Assessment Division. In reviewing the Company’'s filed
rinancigl atatements the Staff noted that ¢the COmpény
did not show operating other taxes as an expense of

conducting business, The 3taff has correctsd this by

Page 6 Direct, Thompson
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the inclusion of other operating taxea in its operating
expense section a3 ahown on Schedule 1.

Schedule 6 - Detalls the Staff's calaulation of Federal
Income Tax and Tennessee Excise Tax for the first five
years of operations. The Staff included the 5% surtax
in year 5 placed on texable income over $100,000.
Interest expense on the loan was ocemputed by
multiplying the projected yearly rate base by the
welighted cost of debt. Because En&erest expense 13 tax
deduatible it must be deducted before arriving at
taxable income.

After arriving at taxable income, the Staff gomputed
excise tox using the statutory rate of 6% a3 shown on
line 7. Next, the Staff computed FIT using statutery
rates of 15% for taxable income up to $50,000, 25% for
income over $50,000 and up to $75,000 and 34% for
income over $75,000.

Schedule 7 - 3Shows the estimated rate base for the

first five yeara of operations. Line 1, Utility Plant

in Service $1,000,000 repreaents the Company's

eatimated cost for the natural gaos system in Jellico.

Line 2, Working Capital is =8 cash working ecapital

allowance that is included in the rate base to meet the
day to day cost of providiné services to the customer.

Line 4, Accumulated Depreciation represents the amount

of depreciation which has been  accumulated through

Page 7 Direct, Thompson
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dépraoiation expense over the 1lives of ‘the varieus -
plant items included in utility plent in service.

After oonsldering all of the above items, the Staff

estimated the rate base for the first five years of

operations a3 shown on Schedule 7. Rate base

represanta the investment on whiech tha Company ahould

be allowed an opportunity to earn a falr rate of

return.

Schadule 8 - Shows the capital structure of Ken Gas of

Jellico. The Commiasion's staff Economiast estimated a
fair rate of return tc be 11.95%. This conaists of
87.29% debt at a cost of 11,50% and of 12.71% edquity at
a cost of 15%.

Schedule 9 « Details the depreciation expenae schedule

v8 A

as gomputed by the Commission's staff E:g necr. Total
¢34

 depreciation expense was computed to be &367339 with a

composite rate of ,024239.
Does this canclude your testimony?

Yes.

fage 8 Direct, Thompson




XE-GAS OF JELLICO Schedule 1
FORECAST OF EARNINGS
For the Initial Five Years of Operaticnu

Line
No. 1988-89 1989-90 1930~91 1991-92 1992-93
GPERATTNG REVEMUES A/ o
1 Residentisl Revenues § 170,625  § 208,750 $ 25,463 3 9,550 % 285,285
2 Comercirl Revenues 148,500 178,815 205,875 226,125 249,750
3 Industrial Revetwes - 105,300 140,400 175,500 175,500 210,600
Y Total Revenues $ Li2h,825 $ 54,025 % 616,838 $ 660,975 % 745,635
OPERATING EXPENSES
5 ° Puchase Gas &/ § 209,78 ¢ ZM8 3 306,467 &  3TAT6 8 310,35
6 Salaries & Wages G/ 34,000 35,300 35,300 35,30 . 35,300
7 Controller of 12,000 12,500 12,500 12,500 12,500
8 Depreciation c/ 24,239 24,239 24,239 24,239 24,239
9 office Rent &/ 3,600 3,600 3‘600 3,600 3,600
10  Insurance . &/ 4,000 3,000 4,000 14,000 4,000
1" Truck Expenae G/ 3.600 3,“0 3.600 31600 3:600
12 . Other Operating Exp.D/ 28,088 29,432 32,039 3y,221 36,308
13 Other Taxes Ef 28,316 29,660 30,853 31,389 32,472
" Excise Tax F/ 0 1,410 y,066 5,824 7,863
15 Federal Income Tax F/ 0 3,310 10,95 17,139 31,292

16 Total Oper, Expenses § 347,640 § 406,773  $ 467,589 & 355,888 $ 561,518
17 NET OPERATING INCOME & 76,785 § 117,352 149,248 184,117
18 SATE BASE B $ 1,000,346 % 980,773 $ 960,867 % 938,619 § 918,565
19 RATE OF RETURN (L17/L18) 7.68% 11.96% . 15.53% 17.26% 20.04%

L
4A-
Py
<
N
&

A/ Schedule 2.
B/ s@hedu.le 3a
¢/ Scheduls 9.
D/ Schedule 4,
g/ Schedule 5.
F/ Schedule 6.
G/ Company's Uarkpspers,
#/ Schedule 7.




KEN-CAS OF JELLICO
Projected Revenuea
Faor the Initial Five Yeara of Operation

Line Frice per
KOs cuat@mﬁrs MCF
] Residentisl $ 7.50
2 Comoerolal % 7.50
3 Induatrial $ 6.50
U] Year § Total
b Residential $ 17.50
6 Comercial $ T7.50
T Industrial $ 6.50
8 Year 2 Total
9 Residential T.50
10 Comrerolel $ T7.50
" Industrial 3 6.50
12 Year 3 Total
13 Residential $ 7.50
14 Commeraial $ 7.50
15 Industrial $ 6.50
16 Year § Total
17 Residentisl $ 7.50
18 Comercial 3 T7.50
19 Industrial $ 6.50
20 Year 5 Total

NOV of Saleﬂ VOIQ
Custoners Per Cuatomer
250 91

1 450

3 5,400

297 5,941
=:======5== Amszzlosasx
300 ]|

53 450

i 5,400

357 5,911
g ] 4443 4 €11
345 91

61 850

5 5,400

#11 5,981
14— TR eReRNT
380 91

a7 H50

5 5,440

452 5,54

N EmERTIERTw b1 g1+ 441

18 21

T 50
6 5,400 -

49 5,941

S g ot Ay i gt s
Y P - -

Total
Sales VOl.
(MCF)

22,750
19,800
16,200

58,750

T 0 Sut v vt wia o0 e TV -

27,300
23,850
21,600

12,750

ZswIAZB==IR

31,395
27,450
27,000

85,845

Y e o 2 S Y S vt

34,580
30,150
27,600

93,730

38,038
33,300
32,400

103,733

by o
a3t

Schedule 2

Revenues
(Col. 1%Col .4)

170,625
148,500
105,300

hau U425

0 e 20w e e
W e ] YO8 W wE

204,750
178,875

. T W 2D

seRITREEE

. o st s st s, O

285,285
249,750
210,600

715,635
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Line
Ho.

o2 W [\

HCP'per Year
Gas Cost per WCF

Cost of (as

Loss & Unagcounted for Gas
{Computed at 23%)

Totsl Cost of Cas

KEN-GAS OF JELLICO
Cost of' Purchased Gas
For the Initial Five Years of Operation

198869
58,750
$ 3.50
$ 205,625
2.00%
$ 4,113
$ 209,738

D
e e N 24 Y S e o

o«

L4

1989-90

72,750
350
251,625
2,008
5,093
259,718

S e e v o
R -

1930-91t

85,845
3.50
300,458
2.00%
6,009
306, 467

- A Aot e e o A
o o M W 9 o

SOURCE: Gompany®s Workpspera and Contract Agreement with Delta
Natural Gas Company, Inc,

Schedule 3

1991-92 1992-93
91,730 103,738
3.50 § 3.50
321,055 § 363,083
2.00% 2.00%
6,421 $ 74262
31,476 ¢ 370,315
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Schedule 4

KEN-GAS OF JELLICO

Other Operating Expenses
For the Initial Five Years of Operation

Line )

No. 1388-89 1969-90 1950-91 1991-92 1992-93
1 Telephone $ 1,200 $ 1,200 $ 1,200 $ 1,500 $ 1,500
2 Utilities 1,200 1,200 1,300 1,300 1,400
3 Billing Exp.; Supplies 6,000 6,000 6,500 6,500 7.000
y ?rinhins. Baoktlets 11,000 3’000 2’500 2,500 Z,O‘DO
5 Travel, Training 1,200 1,200 1,500 1,500 1,500
6 License & bues 1,000 1,000 1,000 1,000 1,000
7 Miscell. Exp, @ 1% 4,24y 5,116 6,519 6,961 7,954
8 Repairs € 5% 2,122 2,708 3,260 3,480 3,977
9 Bad Debts @ ,5% 2,122 2,708 3,260 3,460 3,977
10 Professionel Fees 5,000 5,000 74000 6,000 , 6,000

—
—

Total Other Expenses § 28,088 $ 29,432 § 32,039 § 3,221 8 36,308

e o . v P - W oA g > - P b I X6 bl o Y o = >
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" Source: Company's Workpapers.




Schedule 5

KEN-GAS OF JELLICO
Total Cther Oparating Taxes
For the Initisl Five Years of Operation

Moo | 1986-89 1989-90 99091 199192 1992-93
Y FRANCHISE TAX $ 2,440  § 2,30 $§ 230 $ 2,260 § 2,200
2 GROSS RECEIPTS 4, 403 5,450 6,424 6,848 7,717
3 PSC FEES 1,268 1,567 1,846 1,976 - 2,232
N PAYROLL TAGES 2,725 2,725 2,125 2,775 2,125
5  PROPERTY TAX 17,538 17,538 17,538 7,538 17,538
6  TOTAL TAXES § 28,36 % 29,60 $ 30,853 $ 3,389 3 32,472

o U g e e o o - 0 - s g g SO 0 4 ke - D it 1 vt e SO o 152 o o o a2y o o 0
s ot i s e 8 ey it —p =t~ e e i e e g e A - W e T T O e s

NOTE: Excludes Excise & Federal Income Taxes,
SOURCE: Staff's Workpapers.




Line
No.

—lt

KEH-GAS OF JELLICO
Federal Income Tax & Exclse Tax
For the Initial Five Years of Operation

1983-89 198990 1990-91 1991-92
ﬁzvenues a/ % 42y, 425 $ 524,025 $ 616,838 $ 660,975
sat

Operating Expenses A $ 3‘9,265 37 2|338 421 ,7”5 4‘”’;935
Other Taxes .2 28,376 29;6&0 30;853 31 ’389
Interest Expense B/ 100,435 g8,u470 86,473 94,257
Taxable Income g (23,650) & 23,507 % 67,766 $ 90,393
Excise Tex Rate 5.00% 6.00% 6.00% 6.00%
Excise Tax $ (1,819) & LAt % 4,066 % 5,424
Taxable Incoms $ (22,231) § 22,058b $ 63,700 $ 84,969
FIT Rate up to 15.00% 15.00% 15.00% 15,00%
st $50,000
FIT at 15‘ Rate $ (31335) $ 313‘“ 3 71500 $ ) 7!500
Taxable Tncome over $ 13,709 § 25,000
1st $50,000
FIT Rate over $50,000 25.00% 25,008
FIT at 25% $ 3,425 $ 6,250
Taxable Income over
$75,000 $ 9,969
FIT ot 34% $ 3,389
Surtax of 5% over $100,000
Total FIT $ (3,335) ¢ 3,314 $ 16,925 $ 17,139

f——d bt -4ttt P-4 -4+t
A/ Schedfule 1,

B/ Company's Projected Yearly Rate Base ¥ Welghted Cost of Debt.

{ Schedule 7 & Schedule 8).
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Schedule 6

1992-93
45,635
439,891

32,u72
92,224

131,048
6.00%

7,863

123,185
15.00%

1,500
25,000

25,008
6,250

48,185
34,00%

16,383
1,159

31,292

SSERARATZISTT




KEN-GAS OF JELLICO Schedule T
RATE BASE
For the Initial Five Years of Operation

o 198889 1989-90 1990-91 199192 1992-93
ADDITIONS |
1 Plamt in Service A/ $ 1,000,000 & 1,000,000 § 1,000,000 $ 1,000,000 § 1,000,000
2 Working Capital ¢/ 24,585 29,012 33,126 35,058 38,804
3 Total Additiens $ 1,000,585 & 1,009,012 & 1,033,126 § 1,035,058 & 1,038,800
DEDUCTIONS
N hcoum, Depreciation B/ §  24,239° $ 48,239 $ 72,239 ¢ 96,239 & 120,239
5 . Rate Base $ 1,000,3% § 980,773 $ 960,867 $ 938,019 & 918,565
f/ Company's wprkpaper:.
B/ Staff's Workpapers.
C/ Working Capital:
) Total Operating Exp. §$  WT,640 $ 406,773 § 467,589 § 438,888 § 561,516
2 Les?i’r 0 3,314 10,925 17,139 31,292
3 Other Takes 28,376 31,071 34,919 36,813 40,335
4 Depreciation 24,239 24,239 24,239 25,239 24,239
5  Total $ 25,02 $ 6,99 4  B,506 ¢ 40,697 465,652
6  Working Capital $ 4,56 $ 29,02 $ 33,126 $  H,08 $ 38,804

(L.5 / 12 mths,) T DT
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KEN-GAS OF JELLICO
Capital Structure
For the Initial Five Years of Operation

Schedule 8

Capital % of Cost Weighted
Strusturs Capital Rate Coat
Common Stock 145,570 A/ 12.71% 15.0028/ - 1.91%
Total $ 1,145,570 100.00% 11.95%
SEERTRRRRRES ARSSSSESRES bt rex-g-t-4-4. 81

A/ Company's Workpapers.
B/ Staff Economist's equity cost rate estimation,




KEN-GRS OF JELLICO

Dapreciation Expense Schedula
For the Initial Five Years of Oparatien

-Line
No. Plant Accounts Inveatment Rate
1 Receiving Station § 37,500 3.00%
2 Distriet Regulator 3,500 3.00%
3 ‘Distribution Maina 740,353 2.00%
L Service Linea 116,025 2.50%
5 Meters 21,180 3.00%
6 Service Regulators 4,942 3.00%
7 | Induatrial Sats 6,000 3.00%
8 Case 580 Baokhoe 37,500 6.70%
9 Service Truck 10,500 10.00%
10 Fusing Machine,
Tools & Equipment 17,500 3.00%
1 Computer & Office
Equipment 5,000 5.00%
2 el s @000 B
® Composite Rate 0.024239

SQURCE: Mr, Ted Tingley, Commission'’s Engineer.

Average
Life

33 years
33 years
50 years
40 years
33 years
33 years
33 years

15 years

10 years

33 years

20 years

Sechadule 9

Depreciation
Expeanaa

$ 1,125

105
14,807
2,901
635
18
180
2,513
1,050

525

250
$ 28,233




EXHIBIT C

/l:/ﬁ.(‘f-' -(/(IJ ‘J/é'(é?:’/, \%&ﬂ.

pO Box 119 °
Lucty TN 37762011
.Is'.vm 784.2120 January 15, 1899

RECE!VED

JAM 181990

DIVISIGN OF UTILITY

Kentucky Public Service Commission

p. 0. Box 615

Frankfort, Kentucky 40602 /,u..&:? O
Rar Jellieco, TN natural gas aystem

Dear Mr. Dennis:

In response to your request for information several residents
of Jellico that live in Kentucky just aeross the Tennaasge
state line have requested natural gas service.

Natural gas far the Jelligo gas system is suppliad by Dalta
Natural Gas Company, Inc, from an M/R station in Kentucky. A
7(£) exemption was isauned by FERC to transport natural gas
across the Kentucky-Tennassee border.

Mr. Earnest ¥, Burke, Gas Bafeaty Inspectoxr for the Tennessea
Public Bervice Commiszion i3 the inspector for tha gas system.
His office phone is (615) 741-2844 and home phone is (615) 395-4655.,

If agreeable with the Kentucky Public Service Commission natural
gas will be supplied to the Kantucky residents under the same
conditions as the residents in Jellico, Tennesses. Thia would
have to ba subject to Tennessee Fublic Service Commission
approval and acceptance.

After your planned February 1, 1950 inspection visit to Jellico
additional information will be provided if needed.

Your aszistance and consideration in thias matter 1s appreciated.

Respectfully yours,

‘I T /\’., 'X:/Ati‘tl. iL)(
Walton R, Haddlx

cc Opal Leach

enclosure




EXHYBIT D

) Delta Natmral Gas Company,Ena.

8oLt Lexington Rosd
Wingheotew Kenineky 40061
a0@~744-8171

December 7, 1989

[

RECEIVE"

Mr. Ralph B. Dennis DEC 121°7%
_Manager, Gas Branch A ‘

Publie Service Commission OIVIRIBN pf -, .y
730 Schenkel Lane ENGINEERING .. .Laovicey

P. 0. Box 615
Frankfort, KY 40602

PG\AGL&-‘ o
Daax Ralph:

I am pleased to respond to your letter of November 13, 1989
regarding Jellico Gas Utility's interest in serving certain
rasidents in Kentucky. .

I have recently talked with Mr, Barl Holsapple of Jellico
Gas Utility and he has informed me that there may be as many as
£ifty (50) rasidents of Kentucky that could ba feasibly served
by Jellico Gas Utility. It would not be feasible for Delta to
directly serve these prospective customers. .

Delta has no objectlion to Jellico Gas Utility serving
customers in Kentucky provided that Jellico Gas Utility does not
attempt to duplicate gervice provided by Delta. It is our feeling
that the question of jurisdiction should be determined by the
respective Public Service Commissionsand Delta has no opinion
on this issue.

Ve encourage the raapective PBublic Servige Comnuissilons
£o resolve this issue in such A manner that rasidents of the
Jellico area will not be discouraged from obtaining ngtural gas
gervice.

Ye appreciate the opportunity to respond and if I can be of
any further assistance please contact ma at your convenienca.

i GrelY'

Robert C. Hazelr
Vice President

Marketing and Public Relations
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TENNESSEE PUBLIC SERVICE COMMISSION
460 JAMES RCBERTSON PARKWAY
NASHVILLE. TENNESSEE 37243-0505

PAUL ALLEN, ex&CuTive OiRECTOR
HENRY M. WALKER. GeneRrat COUNSEL

KEITH BISSELL. tramman
STEVE HEWLETT. commssionER
FRANK COCHRAN, 2oumssIcnER

e
ENORCL <
1% ~ml peid

RIS

RECEIVED
MAY 29 1890

Mr. Lee M. McCracken PUBLIC SERVICE

Executive Director COMMISSION

Kentucky Public Service Commission

730 Schenkel Lane )

P.0. Box 815 pé’»/\/” O
Frankfort, KY 40602

May 9, 19380

Re: Jellico Gas Utility, Inc.
Dear Mr. McCracken:

I have reviewed vyour letter which proposes that the Tennessee
Public Service Commission extend its jJjurisdiction of Jellico Gas

Utilicy, Inc. to approximately 57 perspective customers in
Kentucky. We have had similar arrangements with Commissions in
other states contiguous to Tennessee and believe that <this
proposal is feasible. 1 recommend that the Kentucky Commission

issue an order giving Jellico Gas Utility authority to operate in
the proposed tarritory pursuant to the rates and terms approved by
the Tennessee Ccanission. We would regulate the entire system as a
whole including rates, service and safety. When we lssue an order-
with respect to the company, it could be sent to your Commission
fer ratification with respect to the Kentucky service. I see no
problem with the Xentucky PSC reviewing the situation periodically
to determine if 1t wishes to reassert Jjurisdiction over the
Xentucky customers.

I am referring the matter to Glynn Blanton, our Director of
Gas Pipeline Safety and D. Billye Sandars, Assistant General
Coungel to continue to work with youw on the detgikis,

¢c: Glynn Blanton
D. Billye Sanders
Walton Haddix, Jellico Gas Utility, Inc.
Paul Allen, Executive Director
Hal Novak, Accounting Division

BT

T TR TR

e
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Schedule 2(a)-4
Fentress, Tennessee Natural Gas Transmission Pipeline and Stations Description
FENTRESS ROW EXPLANATION
GASCO supplies natural gas to individual customers whose properties lie within the B & W
Pipeline: that GASCO’s wholly owned subsidiary, The Titan Energy Group, Inc. (TTEG)

currently owns. Each customer has an, individual meter off the B & W Pipeline. Further
imformation is as follows.

1. REDACTED

N

- REDACTED

3. REDACTED

4. REDACTED

N

- REDACTED

6. REDACTED




Transmission Station.

Seller currently has six individual meters at the following service points on the B&W Pipeline:
(i) REDACTED
(i) REDACTED
(i) REDACTED
(ivy REDACTED
(v) REDACTED
(vil REDACTED



BEFORE THE TENNESSEE REGULATORY AUTHORITY

AT NASHVILLE, TENNESSEE

August 22, 2001
IN RE: )
)
) DOCKET NO. 01-00113
PETITION OF GASCO DISTRIBUTION )
SYSTEMS, INC. TO APPROVE )
BYRDSTOWN, TENNESSEE FRANCHISE )

INITIAL ORDER APPROVING PETITION OF GASCO DISTRIBUTION SYSTEMS,
INC. FOR APPROVAL OF A GRANT OF A PRIVILEGE OR FRANCHISE BY TOWN
OF BYRDSTOWN, PURSUANT TO TENN. CODE ANN. § 65-4-107

This matter is before the Tennessee Regulatory Authority (“Autho%ity or “TRA™) for
consideration of the Petition of Gasco Distribution Systems, Inc. (“Gasco” or the “Petitioner™)
for approval of the franchise or privilege granted to Gasco by the Town of Byrdstown, Tennessee
(“Byrdstown™ or the “Town”). On April 10, 2001, a hearing was held before Hearing Officer J.
Richard Collier, for the purpose of allowing Gasco and Byrdstown to introduce evidence in .
support of their request for approval of Gasco’s Petition, the Byrdstown Natural Gas Franchise
Ordinance of 2000 (“Byrdstown Ordinance™), and the franchise for natural gas service granted to
Gasco by Byrdstown.

After careful consideration of the Petition, the Byrdstown Ordinance and the entire record
in this matter, including testimony from Gasco and Byrdstown, the Hearing Officer approves the

Petition, the Byrdstown Ordinance, and the franchise granted to Gasco by Byrdstown.

EXHIBIT

D




Background

On December 8, 1993, the Tennessee Public Service Commission (“TPSC”) entered an
Order approving the transfer of a certificate of public convenience and necessity (“CCN”) for the
operation of a natural gas distribution system from Jellico Gas Utility, Inc. to Gasco.! The CCN
permitted Gasco to operate the gas system within Jellico, Tennessee. Gasco’s CCN was
amended” on June 12, 1997 to include Pickett County, Tennessee, which is the county where
Byrdstown is located. Also, on June 12, 1997, the Authority entered an Order approving a
franchise agreement between Gasco and Pickett County, which provided for Pickett County to
receive a franchise fee of two percent (2%) of Gasco’s net natural gas sales in exchange for an
exclusive franchise to supply natural gas service in Pickett County, not including the Town of
Byrdstown, for forty (40) years.” The Authority’s Order specifically stated that Gasco would file
‘a separate franchise agreement with the Town of Byrdstown at a later date. On Februafy 1,
2001, Gasco filed its Petition for approval of a franchise granted to Gasco through the Byrdstown
Ordinance, said franchise being the subject of this docket.

The Byrdstown Ordinance

1

On November 13, 2000, the Town of Byrdstown passed Ordinance 00-2, which grants to

Gasco a franchise,

[tlo operate and maintain a gas system in the town of Byrdstown,
Tennessee. Including a system of gas mains and service pipes for the
purpose of transmitting and distributing gas in, upon, across, along and
under the highways, streets, avenues, roads, alleys, lanes, ways, utility
easements, parkways and other public ground of the town of Byrdstown,
Tennessee.*

' See Order, Petition of Gasco Distribution Systems of Tennessee, Inc. for Approval of Transfer of Authority to
Provide Utility Services and of Plant and Facilities from Jellico Gas Utility, Inc., to Gasco Distribution Systems of
Tennessee, Inc., TPSC Docket No. 93-07841, December 8, 1993.

* Order Amending Certificate of Convenience and Necessity, In re: Petition of Gasco Distribution Systems, Inc. to
Amend its Certificate of Convenience and Necessity, TRA Docket No. 97-00417, June 12, 1997.

Y Order Approving Pickett County Franchise, In re: Petition of Gasco Distribution Systems, Inc. 1o Approve Pickett
County Franchise, TRA Docket No. 97-00385, June 12, 1997, p. 2.

* Byrdstown Ordinance, p. 1.

o



Section 3 of the Ordinance provides as follows:

There is hereby granted by the Town of Byrdstown, Tennessee, to Gasco
Distribution Systems, Inc., its successors and assigns, the exclusive right,
authority, privilege and franchise to erect, construct, operate and maintain
a system of gas mains, service pipes, regulator [sic] all other necessary and
appropriate equipment and facilities for the transmission and distribution
of gas in, upon, across, along and under the highways, streets, avenues,
roads, alleys, lanes, ways, utility easements, parkways and other public
grounds in the present or future corporation limits of the Town of
Byrdstown and in the environs of said Town, and to import, transport, sell
and distribute gas, whether natural, manufactured, or mixed, within the
Town and its environs, for the supplying and selling of said gas to said
Town, and the inhabitants, institutions, and business thereof; and for such
purposes to construct, operate, maintain, renew, replace, repair, and extend
all necessary gas mains, service pipes and other appliances, fixtures, and
facilities as may be necessary for said purposes, to-wit: the transmission,
distribution and sale of such gas to said Town and the inhabitants thereof,
for domestic, commercial, industrial uses, and such other purposes for
which it is or may hereafter be used.

A franchise fee is established in Section 13 of the Ordinance as follows:
Subject to approval by the Tennessee Regulatory Authority, the

Town shall bill a surcharge up to two percent (2%) of the natural gas sales

exclusive of taxes and other charges from any customer of Gasco

Distribution Systems, Inc. located within the franchise area granted by the

Town. The Company shall include said surcharge as a separate item on its

bills to its customers in the Town and shall pay said amount received from

its customers to the Town within twenty-one (21) days after receipt.

Section 4 of the Ordinance establishes a franchise term of twenty (20) years with
automatic renewals consisting of twenty (20) year terms, subject to termination. Section 5
provides that all construction, operation, and maintenance in relation to the franchise shall
comply with all applicable engineering and safety codes, including those of the TRA. Section 10
further provides that the Ordinance is subject to and incorporates all rules and regulations of the
TRA. In addition, under Section 12, Gasco is not permitted to sell or transfer the rights

conferred to it by the Ordinance without obtaining the approval of the TRA. Section 19 requires

Gasco to obtain all necessary approvals for operation from the TRA.



Section 14 of the Ordinance provides grounds for termination of franchise by Byrdstown,

including:

C. The Company fails to use reasonable diligence in making natural gas
available to all residents of the Town. Reasonable diligence requires
availability to at least sixty percent (60%) of the Town residents within
twenty-four (24) months of the granting of this franchise. Reasonable
diligence requires availability to ninety percent (90%) of the Town
residents within forty-eight (48) months of granting the franchise, and
availability to one-hundred percent (100%) of the Town’s residents within
seventy-two (72) months. For purposes of this section, Town shall mean
the political boundaries of the Town on the date of the enactment of this
Ordinance.

Further, Sections 15 and 20 of the Ordinance set forth the circumstances and conditions
under which the franchise may be considered terminated and the resulting conveyance or
abandonment of the natural gas system. Section 15 specifically provides:

In the event Company ceases to operate the utility for more than
ninety (90) continuous days or in the event the authority to operate the
utility is revoked or terminated by the Tennessee Regulatory Authority or
in the event the franchise is terminated by the Town, then and in that
event, the Company shall have the option, but not the obligation to convey
the natural gas system to the Town for the Fair Market Value of the
system as determined by the American Arbitration Association. The
Town shall have ninety (90) days to accept or reject the conveyance of the
system for fair market value.

Travel of this Case

On February 1, 2001, pursuant to Tenn. Code Ann. § 65-4-107, Gasco filed its Petition of
Gasco Distribution Systems, Inc. to Approve Byrdstown, Tennessee Franchise (“Petition”) to
provide natural gas services in Byrdstown, Tennessee. The Petition states that the franchise will
result in gas services being provided in areas where service is not currently available. Further,
the Petition states,
Both Gasco and Byrdstown believe that approval of this franchise

will serve the public interest by bringing gas service, new industry,
and jobs to Byrdstown.”

3 Petition, February 1, 2001, p. 1.



On March 27, 2001, the Authority issued a Notice setting this case for Hearing on
April 10, 2001. The Notice was sent to the parties and, pursuant to Tenn. Code Ann. § 65-4-203,
to other persons potentially interested in this matter. At the regularly scheduled Authority
Conference held on April 3, 2001, the Directors appointed the General Counsel or his designee
Hearing Officer in this matter to render a decision on the merits of the Petition. At the request of
the Petitioner, the pre-filing of testimony was waived and live testimony and documentation
pertaining to the Petition and franchise were presented at the Hearing.
Hearing

The Hearing on the merits was held on April 10, 2001, with the following attorneys
appearing on behalf of Gasco and Byrdstown:

Gasco Distribution Systems, Inc. — Henry Walker, Esq., Boult, Cummings, Conners &
Berry, PLC, 414 Union Street, Suite 1600, P.O. Box 198062, Nashville, Tennessee
37219; and

Town of Byrdstown — Phillip M. Smalling, Esq., Hassler & Smalling, West Main Street,

Byrdstown, Tennessee, 38549.
Members of Authority’s Energy and Water Division and Gas Pipeline Safety Division attended
and participated in the Hearing. A representative of the Consumer Advocate and Protection
Division, Office of the Attorney General, attended but did not participate in the Hearing.
Although interested utility districts, municipalities, and counties were pfovided notice of the
Hearing pursuant to Tenn. Code Ann. § 65-4-203(b), no representatives of these entities were in
attendance. There were no members of the public-at-large in attendance.

During the Hearing, the following filings were made a part of the evidentiary record: the
Petition, the Byrdstown Ordinance, and documentation reflecting Gasco’s proposed service to
Byrdstown. Charles Hercher, vice president of operations for Gasco, and Paul Jordan, Mayor of

the Town of Byrdstown, testified in support of the Petition. Both witnesses were examined by

5



counsel for Gasco and Byrdstown and responded to questions from the Authority. Gasco was
directed to file specific exhibits after the Hearing, Late-filed exhibits included maps showing the
location of gas service and copies of court orders relating to the termination of a previous gas
franchise between the Town of Byrdstown and Ken Gas of Tennessee, Inc, Ken Gas of
Byrdstown, Inc., and Kenneth R. Turner. At the conclusion of the Hearing, the Hearing Officer
took all the remaining matters under advisement.

The Petitioner’s Proof

Charles Hercher testified on behalf of Gasco as the first witness. Mr. Hercher described
Gasco’s proposal to provide natural gas service to citizens of Byrdstown. Mr. Hercher testified
that Gasco already has several large industrial customers in the Byrdstown area and by extending
loops around Byrdstown with lateral connections, Gasco could serve around 250 customers in
Byrdstown within a three (3) year time period.® Any additional financial burden to Gasco to
operate and maintain the proposed system would be minimal because Gasco already has
' employees in the Byrdstown area servicing Gasco’s industrial customers.’

According to Mr. Hercher, at the present time the citizens of Byrdstown rely on propane
as their heating fuel. Several years ago the Town had natural gas service from local wells for a
short period.® Mr. Hercher testified that the franchise is in the best interest of Gasco and of the
people of Byrdstown because the town could replace a more expensive fuel source, propane,
with less expensive natural gas. Gasco in turn, would gain a larger customer base invthe
Byrdstown area, which would provide some added revenues without much added expense.” At

the conclusion of the expansion project, Gasco expects to have approximately 258 customers. '

“ See Transcript of Hearing, April 10, 2001, pp. 6-14 (Testimony of Mr. Charles Hercher, Vice President of
Operations for Gasco).

" 1d., at pp. 14-15.

" 1d., atpp. 16-17.

*Id., atp. 15.

" 1d, at pp. 17-18.



Mr. Hercher testified that Gasco plans to conduct a street-by-street survey in Byrdstown
to determine what certain percentage of residents desire service from Gasco and then lay pipe
according to the survey. Gasco is already serving customers outside of the city limits through a
franchise in the County that permits it to serve the Hutchison plants.'' According to Mr.
Hercher, Gasco has more than enough firm capacity to provide service to customers, in part
because Gasco bought extra capacity in the summer of 2000.'> Gasco is considering using part
of the gas distribution system already in the ground in Byrdstown, primarily some four-inch
plastic lines in the downtown area, and will be testing this section to determine whether it is
operable."

The system Gasco will install will be one hundred percent (100%) plastic, so very little
maintenance will be required once construction is completed. Mr. Hercher testified that Gasco
will probably subcontract much of the construction.'* Once the system is in operation, Gasco

will be checking meters, pressures, and regulators."

Mr. Hercher stated that Gasco has not

determined the cost to the consumer to tap onto Gasco’s line. In the past, a tap fee-of $150 has

been requested in most areas, with a cost for the service line of around $1.00 per foot.'
According to Mr. Hercher, the supply point for the gas supplied to Byrdstown will be

south of Deer Lodge, Tennessee, originating in Morgan County and traveling through Fentress

County.'” Mr. Hercher stated that the service line from which the proposed service will be

" Id., atp. 18. Seec Order Approving Picket County Franchise, TRA Daocket No. 97-00385, June 12, 1997. Gasco
obtained approval of a special contract with Hutchinson Byrdstown Limited Partnership through the Authority’s
Order in TRA Docket No. 97-00386, June 12, 1997.

2 1d,, at p. 20.

" Id., at pp. 21-22.

" Id., at p. 24.

' Jd.. at pp. 24-25.

' Id., at p. 26.
M 1d., atp. 38.



provided to Byrdstown does not run through any areas where Gasco does not already have a
CCN or a franchise.'®

Mr. Hercher testified that Gasco currently provides gas service to Jellico, Tennessee and
manages a system in Crossville, Tennessee."”” Gasco also has some residential customers within
Pickett County.”® Mr. Hercher testified that Gasco intends to comply with all TRA regulations,
including those pertaining to the minimum federal safety standards.*

Mayor Paul Jordan testified that in his opinion approval of the franchise is in the best
interest of the residents of Byrdstown.”> According to Mayor Jordan, Byrdstown was
approached by other companies proposing to provide gas service, but the Town had concerns
that these companies could not be relied upon to carry through with their plans.®® Afier
consideration, Gasco emerged as the top choice for providing service to the town.* Mayor
Jordan testified that the requirement under Section 14 of the Ordinance that gas be available to
one hundred percent (100%) of the customers in Byrdstown within 72 months should be
interpreted as referring to one hundred percent (100%) of the residents who desire the gas
services, rather than one hundred percent (100%) of all homes and businesses.?

According to the City Attorney, Phillip Smalling, the Byrdstown Ordinance provides for
a franchise fee of “up to two percent (2%)” because it was the town council’s intent to leave
room to negotiate a lower fee, if necessary, in order to make sure that the project got under way:.
Mr. Smalling stated that the Town’s chief motivation was to provide gas service to its residents

rather than to obtain revenues from the franchise fee.2®

" 1d. atp. 43.

Y 1d., atp. 41.

P Id., atp. 41.

' 1d., atp. 38.

2 See Transcript of Hearing, April 10, 2001, p. 53 (Testimony of Mr. Paul Jordan, Mayor of Town of Byrdstown).
B 1., atp. 54.

* Id., at p. 54.

B Id., at pp. 55-56.

* See Transcript of Hearing, April 10, 2001, p. 55 (Testimony of M. Phillip Smalling, Byrdstown City Attorney).

8



Mr. Smalling stated that in the event of approval of the franchise, the Town will propose
to purchase the old existing lines from the current owner, with the purchasers being Gasco or the
Town separately or jointly.2’ Mr. Smalling stated that Byrdstown will attempt to purchase the
old system from a company in Texas but may resort to a tax sale,”® although some resolution
will have to be reached with the county because there are delinquent county as well as city
taxes.”> Mr. Smalling stated that the Chancery Court ruled that the earlier gas franchise was null
and void but recognized that a partner in Texas has an ownership interest at the present time,
subject to the taxes owed to the Town and the County.’® The Ordinance contains a provision that

allows the Town to terminate the franchise in the event that Gasco does not pay its taxes in a

timely manner.’'

Applicable Statutes

Relying on Tenn. Code Ann. § 65-4-107, the Petiéion seeks Authority approval of the
privilege or franchise granted to Gasco by the Byrdstown Ordinance. Tenn. Code Ann. § 65-4-
107 provides that no grant of a privilege or franchise from the State or a political subdivision of
the State to a public utility shall be valid until approved by the Authority. Approval pursuant to
Tenn. Code Ann. § 65-4-107 requires a determination by the Authority, aftér hearing, that “such
privilege or franchise is necessary and proper for the public convenience and properly conserves
the public interest.”*? Tenn. Code Ann. § 65-4-107 further provides that in considering such

privilege or franchise, the Authority “shall have the power, if it so approves, to impose

T1d., at p. 61.

® Id., at pp. 50-51.

®Id. atp. 5.

0 Id., at p 62. See also, Late-Filed Exhibits, copies of Chancery Court orders, filed by Byrdstown on April 23.
2001.

M., atp. 62.

* Tenn. Code Ann. § 65-4-107.



conditions as to construction, equipment, maintenance, scrvice or operation as the public

convenience and interest may reasonably require . . .”*

A privilege or franchise granted iby the State or a political subdivision thereof to a public
utility is not valid until approved by the Authority, after a hearing and a determination of the
public convenience and necessity and the public interest. Notwithstanding the assertion in the
Petition that the public interest will be served, the Authority must still make its own
determination of the public interest. Further, the Byrdstown Ordinance does not contain a
statement of public necessity or public interest.

The franchise granted to Gasco, as set forth in the Byrdstown Ordinance, provides that
Gasco will pay a franchise fee of up to two percent (2%) of the natural gas sales from Gasco

customers located within the franchise area granted by the Town. Tenn. Code Ann. § 65-4-

105(e) provides:

Any franchise payment or other payment for the use of public
streets alleys or other public places or any license, privilege, occupation or
excise tax payment, which after February 24, 1961, may be made by a
utility to a municipality or other political subdivision, except such taxes as
are presently provided for under existing statutes and except such
franchise payment or other payments as are presently exacted from the
utility pursuant to the terms of any existing franchise or other agreement,
shall, insofar as practicable, be billed pro rata to the utility customers
receiving local service within the municipality or political subdivision
receiving such payments, and shall not otherwise be considered by the
authority in fixing the rates and charges of the utility.**

Findings of Fact and Conclusions of Law

After reviewing the record in this case, considering the testimony of the witnesses, and

applying the appropriate statutes to the facts, the Hearing Officer makes the following findings

of fact and conclusions of law:

** Tenn. Code Ann. § 65-4-107.
¥ Tenn. Code Ann. § 65-4-105(c).
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L. While approval of the franchise granted to Gasco by Byrdstown is required, a
CCN is not required for the construction of the pipeline or the provision of service by Gasco to
the Town of Byrdstown. By the Authority’s orders of June 12, 1997, Gasco has already
obtained a CCN for Pickett County and approval of a franchise granted to Gasco by Pickett
County. The Order approving the Pickett County franchise expressly did not include
Byrdstown as within the franchise agreement. Gasco has complied with the Authority’s Order
of June 12, 1997 by filing a separate petition for api)roval of the Byrdstown Ordinance and
franchise.

2. The Petitioner has made a sufficient showing that the franchise granted to Gasco by
the Town of Byrdstown is “necessary and proper for the public convenience and properly
conserves the public interest” pursuant to Tenn. Code Ann. § 65-4-107.

Gasco and Byrdstown have provided testimony and documentation which demonstrates

the beneficial nature of the proposed service to the residents of Byrdstown as follows:

(a) Residents of Byrdstown currently use propane as their source of heating fuel.

(b)  Propane has been an extremely expensive source of fuel and, at times, has not been
readily available to residents when supplies have been low or delivery has been hindered for
reasons such as adverse weather conditions.

(¢) A significant number of residents have expressed an interest in changing from
propane to natural gas as a source of heating fuel.

(d) Gasco has demonstrated a reliable presence in the Byrdstown area, having
provided natural gas service to industrial plants in Pickett County. -

(¢) The Town of Byrdstown has concluded that Gasco has the capability and

experience to provide natural gas service to the residents of Byrdstown.
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(f)  The provision of natural gas to the residents of Byrdstown will result in a more
reliable, less expensive source of fuel.

(g) Gasco has demonstrated a reasonable plan for providing natural gas service to the
residents of Byrdstown, including the possibility of utilizing parts of the existing abandoned gas
system, after the proper testing, so as to avoid the additional expense and inconvenience of
laying new lines. There were no intervenors in this case, therefore there is no opposition to
Gasco’s proposed pipeline construction or service to the residents of Byrdstown.

(h)  Gasco has represented that it has the means and capacity to provide natural gas to
the residents of Byrdstown and the ability to maintain the system. Further, Gasco has
represented that it will comply with all rules and regulations of the Tennessee Regulatory
Authority, including those rules pertaining to the minimum federal safety requirements.

(1)  The franchise ordinance provides that Gasco will receive an exclusive franchise to
supply natural gas service in the Town of Byrdstown for twenty (20) years, with automatic
renewals consisting of twenty (20) year terms. The franchise ordinance sets forth conditions
whereby the Town of Byrdstown may terminate the franchise granted to Gasco if Gasco fails to
perform, and it also provides for situations under which the Town could obtain ownership of the
natural gas system if deemed abandoned by Gasco.*

3. The franchise ordinance provides that Gasco shall pay to Byrdstown a surcharge
(franchise fee) of up to two percent (2%) of the natural gas sales exclusive of taxes and other
charges from any customer of Gasco located within the franchise area granted by Byrdstown.

Gasco shall include the franchise fee as a separate line item on each customer’s bill in

* Such provisions may prevent the situation which Byrdstown recently faced when a franchisee failed to pay real
and personal property taxes and abandoned its gas system.
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compliance with Tenn. Code Ann. § 65-4-105(¢). Although the p;oposed franchise fee does not
appear to be prohibited on the basis of Tenn. Code Ann. § 65-4-105(e) or any other Tennessee
statute, the Authority can and should scrutinize the fee under the standards contained in Tenn.
Code Ann. § 65-4-107 as a part of the Authority’s determination of whether the franchise itself
“properly conserves the public interest.” In this instance, the proposed franchise fee is in
compliance with Tenn. Code Ann. § 65-4-105(e) and is not so excessive as to render the
franchise contrary to the public interest. In addition, the evidence indicates that Byrdstown may
choose to impose a franchise fee lower than two percent (2%).

4. Based upon the testimony presented by Gasco and the Town of Byrdstown,
Section 14 of the franchise ordinance is amended such that compliance therewith can be

demonstrated by showing availability of gas to one hundred percent (100%) of the residents of

Byrdstown who have requested gas service.
Based upon the foregoing findings and conclusions,
IT IS THEREFORE ORDERED THAT:
i. The Ordinance of the Town of Byrdstown, (No. 00-2), as amended herein and

attached to this Order as Exhibit A, is hereby approved and is incorporated in this Order as if

fully rewritten herein.
2. The franchise granted to Gasco Distribution Systems, Inc. by the Town of
Byrdstown, as embodied in the Byrdstown Ordinance, as amended, is hereby approved.

3. Any party aggrieved by the decision of the Hearing Officer in this matter may file

a Petition for Reconsideration with the Hearing Officer within fifieen (15) days from the date of

this Order.
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4. Any party aggrieved by the decision of the Hearing Officer in this matter may file

a Petition for Appeal with the Tennessee Regulatory Authority within fifteen (15) days from the
date of this Order.

5. In the event this Order is not appealed to the Directors of the Tennessee
Regulatory Authority within fifteen (15) days, this Order shall become final and shall be
effective from the date of entry. Within sixty (60) days from the date of this Order, any party
aggrieved by the decision of the Hearing Officer may file a Petition for Review in the Middle

Section of the Tennessee Court of Appeals.

(| Botrd Btbe;

(f/Richard Collier, Hearing Officer

ATTEST:

K‘E_S,&W

K. David Waddell, Executive Secretary
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ORDINANCE

OO—-2

AN ORDINANCE GRANTING A FRANCHISE TO GASCO DISTRIBUTION
_SYSTEMS, INC., ITS SUCCESSORS AND ASSIGNS, TO OPERATE AND MAINTAIN
A GAS SYSTEM IN THE TOWN OF BYRDSTOWN, TENNESSEE. INCLUDING &
SYSTEM OF GAS MAINS AND SERVICE PIPES FOR THE PURPOSE OF
TRANSMITTING AND DISTRIBUTING GAS IN, UPON, ACROSS, ALONG AND UNDER
THE HIGHWAYS, STREETS, AVENUES, ROADS, ALLEYS, LANES, WAYS, UTILITY
EASEMENTS, PARKWAYS AND OTHER PUBLIC GROUND OF THE TOWN OF

BYRDSTOWN, TENNESSEE.

‘BE IT ORDAINED BY THE BOARD OF MAYOR AND. ALDERMEN OF THE
TOWN OF BYRDSTOWN, TENNESSEE, as follows:
SECTION 1. This Ordinance shall be known and may be

cited as the "BYRDSTOWN NATURAL GAS FRANCHISE ORDINANCE OF 2000".

SECTION 2. For the purpose of this Ordinance, the
following terms, phrases, words, and their derivations shall have
the meanings given herein. When not inconsistent with the context,
words used in the present terms include thé future tense, words.in
the plural number include the singular number, and words in the
singular number include Lhe plural number. The word ''shall" is

-

always mandatory and not merely directory.

{1) "TOWN" is the Town of Byrdstown, Tennessee, a
municipal corporation;

i1-1300 [0-3-
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(2) "COMPANY" is Gasco Distribution Systems, Inc.,
the grantee of the rights under this franchise,
a corporation, domesticated for the purpose of
doing business within the State of Ohio, with
its principal place of business at 4435 East
Pike, Zanesville, Ohio 43701.

(3) "PERSON" is any person, firm, partnership,
association, corporation, company or
organization of any kind.

SECTION 3. There is hereby granted by the Town of
Byrdstown, Tennessee, to Gasco Distribution Systems, Inc., its
successors and assigns, the exclusive right, authority, privilege
and franchise to erect, construct, operate and maintain a system of
gas mains, service pipes, regulator all other necessary and
appropriate equipment and facilities for the transmission and
distribution of gas in, upon, across, along and under the highways,
streets, avenues, roads, alleys, lanes, ways, utility easements,
parkways and other public grounds in the present or future
corporation limits of the Town of Byrdstown and in the environs of
said Town, and to import, transport, sell and distribute gas,
whether natural, manufactured, or mixed, within the Town and its
environs, for the supplying and selling of said gas to said Town,
and the inhabitants, institutions, and businesses thereof; and for
such purposes to construct, operate, maintain, renew, replace,
repair, and extend all necessary gas mains, service pipes and other

appliances, fixtures, and facilities as may be necessary for said

H=13-00 /o3
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purposes, to-wit: the transmission, distribution and sale of such
gas to said Town and the inhabitants thereof, for domestic,
commercial, industrial and institutional uses, and such other

purposes for which it is or may hereafter be used.

SECTION 4. This franchise and the rights herein
granted shall take effect and be enforced from and after the
effective date hereof, as required by law, and upon the filing of
acceptance by the Company and approval by the TRA, and shall
continue in force and effect for a term of twenty (20) years after
the effective date. The franchise shall automatically continue
for consecutive twenty (20) year terms unless terminated by either
the Town or the Company pursuant to this Section. The Company has
the right to terminate the franchise effective at the end of any
term by providing written notice to the Town at least one (1) year
prior to the end of that term. The Town has the right to terminate
the franchise only for "Just Cause'", at the end of any bterm by
providing written notice to the Company at least one (1) year prior
to the end of that term, specifying the reasons constituting "Just
Cause'". For purposes of this Section 4, "Just Cause'" shall mean
the Company’s material failure to: (i) provide a safe and adequate
service to its customers in the Town; or (ii)} the Company’s failure
to comply with the terms of this ordinance. Company hafnthe right
to contest the determination of "Just Cause'" befare any legal forum
having jurisdiction. 1If contested, the determination shall not

take effect until approved by a legal forum having jurisdiction.
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SECTION 5. All gas mains, service pipes, fixtures,
facilities and other appliances laid, constructed, maintained and
operated by virtue of this franchise shall be laid, constructed,
maintained and operated in accordance with acceptable engineering
practices and in full accord with any and all applicable
engineering codes and safety codes adopted or approved by the
natural gas distribution industry and/or engineering profession and
in accordance with any applicable Statutes of the State of
Tennessee, Ordinances of the Town of Byrdstown and the Rules and
Regulations of the Tennessee Regulatory Authority or any other
governmental regulatory commission, board or agency having
jurisdiction over the Company. Said facilities shall be so
construed as not to interfere with the drainage of said Town, or
interfere with or injure any street; sewer or other public
improvement which said Town has heretofore made or may hereafter
make in, upon, across, along or under any highway, street, avenue,
road, alley, lane, way, utility easement, parkway or other public
grounds, or unnecessarily obstruct or impede such highway, streets,
avenues, roads, alleys, lanes, ways, utility easements, parkways,
or other public grounds of said Town. Company shall provide
detailed maps, descriptions or other documents necessary for the
Town officials to locate and/or be aware of the location of all gas

lines, equipment and distribution system facilities.

SECTION 6. When the highways, streets, avenues,

roads, alleys, lanes, ways, utility easements, parkways or other
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public grounds are opened or any other opening is made by the
Company within the Town, whether the same be made for the purpose
of laying, constructing, replacing or repairing the mains, pipes
and other appliances and fixtures of said Company, said Company
shall place and maintain all necessary safety devices, barriers,
lights and warnings to properly notify all persons of any dangers
resulting from such entrances, and shall comply with all safety

regulations required by federal, state or local laws.

SECTION 7. In the event that any time during the
period of this franchise the Town shall lawfully elect to alter, or
change the grade of, any street, alley or other public ways in
which the Company is maintaining gas mains, pipes or other
appliances and fixtures, the Company, upon reasonable written
notice by the Town, shall remove, or change or relocate its mains,
pipes, or other appliances and fixtures as necessary to conform to
the proposed alteration. However, the Company shall be reimbursed
its relocation costs whenever such reimbursement is authorized by a
Federal or State statute, for either urban renewal development or

street relocation.

SECTION 8. when any highway, street, avenue, road,
alley, lane, way, utility easement, parkway or other public ground
is entered by the Company, the Company shall, within a reasonable
time, restore the same to its former condition as nearly as

practicable in such a manner as to meet the approval of the Town’s
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Consulting Engineer, Codes Inspector, or other responsible agent of
the Town, provided, however, that such approval shall not be
unreasonably withheld. 1In the event the Company shall fail to
restore said streets, avenues, roads, alleys, lanes, ways, utility
easements, parkways, or other public grounds to their former state,
as nearly as practicable, the Town may itself, after giving the
Company reasonable written notice, make restoration and charge the

costs thereof to the Company.

SECTION 9. The Company shall, at all times, defend,
indemnify and hold the Town and its Mayor, Recorder and Board of
Aldermen, in their official and individual capacities, harmless
from and against any and all claims for injury to any person or
property by reason of the failure of the Company or its employees
to exercise due care and diligence in and about the installing and
maintenance of said system, guarding trénches and excavations while
said system is being installed or subsequent extensions, repairs,
or alterations are being made or generally in the day to day
operation and maintenance of said system, provided the Company
shall have been notified in writing of any claim against the Town
on account thereof, and shall have been afforded the opportunity
fully to defend the same. Company further agrees that it will
maintain liability insuranéé coverage in an amount of Q9t less than
FIVE MILLION ($5,000,000.00) DOLLARS for personal injuries and not
less than FIVE MILLION ($5,000,000.00) DOLLARS for property damage.

Company shall provide verification of such insurance coverages upon
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request. The indemnification of Town and its officers by the
Company for any claims, demands, suits, actions or judgments
related to installation, maintenance or day to day operation of the
utility system shall also include any reasonable attorneys fees and

direct costs incurred by Town.

SECTION 10. The Town and the Company hereby agree that
this Ordinance shall, from time to time, be subject to Rules and
Regulations adopted by the Company and approved by the Tennessee
Regulatory Authority or any other regulatory body having
jurisdiction thereof during the term of this franchise, and shall
also be subject to all Rules and Regulations adopted and approved
by the Tennessee Regulatory Authority itself; and that. all such
Rules and Regulations shall be and become part of this Ordinance to
the same extent and with the same effect as if said Rules and
Regulations were herein set forth in full. The Company shall not be
obligated or required to make any extension of distribution mains,
except in accordance with the provisiogs relating thereto adopted

or approved by the Tennessee Regulatory Authority.

SECTIONM 11. Nothing contained herein shall be
construed as preventing the Company from installing, placing.
replacing, taking up, repairing or removing gas pipes,‘Tains,
service pipes or other devices for furnishing gas service, from
using any easements for gas service which are shown on any plat or

plats or any portion of the Town heretofore or hereafter platted or



recorded, or any easement which may hereafter be created, granted
or dedicated for any such utility purposes by any person, firm or

corporation whatsoever.

SECTION 12. The Company shall not assign, sell or
transfer. the rights granted by this Ordinance without the approval
of the Tennessee Regulatory Authority. Even if granted, no sale or
transfer of the gas plant or system, or the transfer or any rights
under this franchise shall be effectiveﬁuntil the vendee, assignee
or lessee has filed in the Office of the Town Recorder as
instrument, duly executed, reciting the fact of such sale,
assignment or lease, accepting the terms of this franchise, and

agreeing to perform all the conditions thereof.

SECTION 13. Subject to apbrcval by the Tennessee
Regulatory Authority, the Town shall bill a surcharge up to two
percent (2%) of the natural gas sales exclusive of taxes and other
charges from any customer of Gasco bistribution Systems, Inc.
located within the franchise area granted by the Town. The Company
shall include said surcharge as a separate item on its bills to its
customers in the Town and shall pay said amount received from its
customers to the Town within twenty-one (21) days aftervreceipt.
Interest on any unpaid amounts due will accrue after the due date
at the rate of eight percent (8%). The Town shall be permitted to

audit or inspect records of Company for compliance with this

provision or any other provision of this franchise document.
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SECTION 14. The Company and Town acknowledge that the

franchise can be terminated by the Town for the following reasons:

a. The Company fails to comply with any term
or condition of the Ordinance and fails to
cure the failure within ninety (90} days,
after notice of the failure.

b. The Company fails to remit franchise fees
collected from customers for a period of
ninety (90) days.

c. The Company fails to use reasonable diligence
in making natural gas available to all
residents of the Town. Reasonable diligence
requires availability to at least sixty percent
(60%) of the Town residents within twenty-—four
(24) months of the granting of this franchise.
Reasonable diligence requires availability
to ninety percent (90%) of the Town
residents within forty-eight (48) months of
granting the franchise, and availability to
one-hundred percent (100%) of the Town’s
residents within seventy-two (72) months. For
purposes of this section, Town shall mean the
political boundaries of the Town on the date
of the enactment of this Ordinance.

d. Ninety (90) days after written notice the
Company fails to timely pay real estate and
personal property taxes assessed by the Town
or Pickett County. Provided, however, no
special tax or tax rate shall be imposed upon
the Company by the Town. To the extent
permitted by law, the Company shall not be
assessed any taxes for improvements until
they are placed into service.

e. The Company ceases to operate the utility for
more than ninety (90) continuous days or =
ceases to operate the system in a manner that
provides residents with a reliable source of
natural gas and fails to cure the failure
within ninety (90) days after written notice.

fO" 30'-00
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£. The Company voluntarily ceases service to the
Town without TRA approval.

SECTION 15. In the event Company ceases to operate the
utility for more than ninety (90) continuous days or in the event
the authority to operate the utility is revoked or terminated by
the Tennessee Regulatory Authority or in the event the franchise is
terminated by the Town, then and in that event, the Company shall
have the option, but not the obligation to geconvey the natural gas
system to the Town for the Fair Market Value of the system as
determined by the American Arbitration Association. The Town shall
have ninety (90) days to accept or reject the conveyance of the

system for fair market value.

SECTION 16. If any section or portion of any seqtion
of this Ordinance shall hereafter be declared or determined by a
court of competent jurisdiclion to be invalid, the Company, at its
election (te be given to the Town by notice in wriling within
thirty (30) days after any such declaration or determination) may
ratify or confirm the remaining portions of this Ordinance and upon
such ratification or confirmation the remaining portions of this
Ordinance shall remain in full force and effect.

SECTION 17. The Company shall, within thirty (30) days

after the passage of this Ordinance, file with the Town Recorder of

H~13-00 10— 30 —-0¢

R



the Town of Byrdstown its unconditional acceptance of the terms and
conditions of this Ordinance signed by its President and, after the
filing of such acceptance, this Ordinance shall constitute a
contract between the parties hereto and shall (subject to the
rights and powers vested in and Orders lawfully issued by the
TennesseevRegulatory Authority or such other regulatory body of the
State of Tennessee as may hereafter succeed to the rights and
powers of the Tennessee Regulatory Authority) be the measure of the

rights, powers, obligations, privileges and liabilities of the Town

and of the Company.

SECTION 18. All the privileges given and obligations
created by this Ordinance shall be binding upon the successors and

assigns of the Company subject to the provisions of Section 12

on assignments.

SECTION 19. Company shall be responsible for obtaining
all necessary approvals for the operation of the gas utility from‘
Lhe Tennessee Regulatory Authority or any other regulatory agency.
Town agrees to cooperate to Lhe extent reasonable and necessary for

obtaining same.

SECTIOM 20. In the event this franchise terminates for
just cause, Company shall remove all lines, equipment or
distribution system existing on or in Town owned properties and

rights-of-way if required to do so by the Town. The Company shall

)O—30~&
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be permitted one-hundred and twenty (120) days to perform removal.
In the event removal does not occur, any lines, equipment or system

will be considered to be abandoned.

SECTION 21. All notices required hereunder shall be

delivered or mailed to the following official addresses:

GASCO DISTRIBUTION SYSTEMS, INC.
4435 EAST PIKE
ZANESVILLE, OHIO 43701

TOWN OF BYRDSTOWN

ATTN: MAYOR AND ALDERMEN
P.O BOX 325

109 WEST MAIN STREET
BYRDSTOWN, TENNESSEE 38549

SECTION 22, This Ordinance is subject to the approval
of the Tennessee Regulatory Authority. This franchise shall take
effect immediately, the public welfare so requiring it.

’
R

TOWN OF BYRDSTOWN, TENNESSEE

j:.: . BY : /%ZUCL;;Z44Q44L' 77Z¢fﬁ?2

PAUL JORDAN, MAYOR

ATTEST:

P ey
TOWN RECORDER

Passed First Reading: /@ 3@ ~OC

Passed Second Reading: /~/3- o»
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

. NASHVILLE, TENNESSEE
June 12, 1997

IN RE: ‘PETITI-ON OF GASCO DISTRIBUTION ) ,
SYSTEMS, INC. TO APPROVE PICKETT ) Docket No.
COUNTY FRANCHISE . ) 97-00385

ORDER APPROVING PICKETT COUNTY FRANCHISE

This matter is before the T'ennesseew Regulatory Authority
(“Authority”) upon the petition of Gasco Distribution Systems, Inc. (*Gasco”) to
approve, pursuant to Tenn. Code Ann. § 65-4-1 07, a franchise issued by Pickett
County, Tennessee to Gasr:'o.1 A copy of an *Agreement” between Gasco and
Pickett Cdunty is’ appended to this Order and is incorporated hersin By“-
reference. The Agreement contains, among other things, the terms of Gaécé‘s

franchise. There are no other parties to the proceeding.

The Authority considered the petition at a regularly scheduled
Authority Conference held on April 15, 1897, and voted at that iime to approve
the petition as requested: In support of that decision, and based on the record
before the agency, the Authority makes the following findings of fact and

conclusions of law:

' See alse Petition of Gasco Distribution Systems. lue, for Approval of Special Contract. Docket

No. 97-00386 and Pelition of Gasco Distribution Syslems. lnc. 10 Amend Its Certificale of Convenience
and Necessily, Dockel No. 97-00417,




The petition stales that Pickett County has received a grant from
the Tennessee Department of Economic and Community Devglopmen;( for
$365,000 to extend natural gas service t0 a new industrial customer, Gasco will
purchase this extension from the county at cost, without interest, over a thirty-
year period (30 year period) beginning in the sleventh year (11th year) of
operation. The franchise agree‘ment calls for Pickett ‘County to receive a
fraﬁchise fee equal to two percent (2%) of the net natural gas sales‘ in the area.
In return, Gasco will receive an exclusive franchise to supply natural gas service
in Pickett County, not incluaing the City of Byrdstown?, for forty (40) years. Both
‘Gascd and Pickett County represent that approval of this franchise will serve the.-

public interest by bringing gas service, new industry, and jobs to Pickett County.

For these reésdns, the Authority finds that approval of this’
franchise is "necessary and proper for the public convenience and propsrly
conserve_s' the public interest,” (see Tenn. Code Ann. § 85-4-107), and therefore

finds that the franchise should be approved as filed.
IT IS THEREFORE ORDERED:

s The franchise agreement awarded by Pickett County to
Gaséo is hereby approved.

2. Ar}y party aggrieved by the Authority’s decisicin in this matter
may file a Petition for Reconsideration within ten (iO) days from entry of this

Order.

Gasco plans o filc a scparale franchisc agrecuent with the City of Byrdstown at a later date.
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3. Any person. aggrieved by the Authority's decision in this
matter has the right to judicial review by filing a Petition for Review in the
Tennessea Court of Appeals, Middle Section; withiri sixty (60) days from entry of
this Order.

“ | ETPLW )&\ML) /DW

CHAIRMAN ki

- ATTEST:

K. hyed lJacddedV

EXECUTIVE SECRETARY ,5’7 T5




AGREEMENT
This Agreement, made this 22nd day of Fébruary, 1997,
is between Pickett County, Tennessee, a body politie,
(hereinafter referred to as "fiqkett County"), and Gasco
Distribution Systems, Inc, a corporation whose principal office
is 4435 East Pike, Zanesville, Ohio 43701, (hereinafter referred -
to as “Gasco'). . “

' WHEREAS, Pickett County has recently attracted
‘Hutchinson, a French corporation, to locate an industrial plaht
(the YIndustrial Plant") iﬁ @ickett,COunty; and ‘

WHEREAS, Hutchinson has advised Pickett County thétzit'
will neeqd é reliable natural gas sﬂéply for the Industrial Plant;
and I

WHEREAS, Pickett County does not have a natural gas
distribution system adjacent to the Industrial Plant; and

| WHEREAS, a subsidiary of éasco has a natural gas
pipeline known as B&W Pipeline which runs through the Parker and
Etter communities in Eickett‘cbunty, Tennessee; and

WHEREAS, the B&W Pipeline is approximately five (5)
miles from the Industrial Plant and an extension off said B&Ww
Pipeline (the "Pipeline Extenéion") could be made to provide
natural gas service to the Industrial.Plant: and ,

: WHEREAS, it would not bevecénomica1ly feasible for
Gasco to bear the initial expense of making the Pipeline
Extension and revisions to the B&Ww Pipeline to provide natural’

gas service to the Industrial Plant; and'_




WHEREAS, Pickett County is willing to bear the_initial
expénse of making the Pipeline Extension; and

WHEREAS, Gasco is willing to ﬁurchase the Pipeline
Extension from Pickett County, after it is constrﬁcted, on the
terms and conditions provided herein; and

NOW THEREFORE, in mutual.consideration of the covenants-
and agreements herein,‘and intending to ?g legally bound by the
terms of this Agreement, Pickett County gnd Gasco agree as

follows:

1. Picgett County will'apply for a TIIPS Grant
thrcugh.thé Teﬂneésee Department of ﬁconomic and Community
Development ("I'DECD") for funding for the Pipeline Extension from
the B&W Pipeline owned by Gasco to Ehe Industrial Plant for

delivery of the natural gas volumes required by Hutchinson.

2. Pickett County, in applying for the grant, will
seek an amount to pay .for all of the costs associated with the
Pipeline ﬁxtension; includiég but not limited to materials,
reduction stations, odorization units, metering stations,
telemetering equipment, des;écant‘dryers, instailation, rights off
way, engineering, inspection and testing: Gasco shall not be.'
responsible for any of the initial costszassociated with the
Pipeline Extension, except as provided in Paragraph 3 herein, and
except for costs in excess of the TIIPS Grant or $365,000,

whichever is greater.




3. Gasco agrees that it will supply, at its own
expense,.Eechnical.assistance for the design ana construction of -
the Pipeline Extension, and related facilities. Pickett County
agrees that said Pipeline Extension and related facilities will
meet the minimum standards established by Gasco, all being
subject to the bidding and purchase laws of the State of

Tennessee and as may be required by TDECD.

4. Pickett County and or ité agents and contractors
shall be respon;ible for applying for and obtaining all permits
and other approvals necessary for the construction of the
Pipeline Extension. Gasco shall cooperate to the extent

reasonable and necessary for obtaining same.

5. Gasco shall be responsible for obtaining all
necessary approvals for the operaéion of the Pipeline Extension,
including the approval of tﬁe Tenngssee Regulatory Authority }the
®TRAY). Pickett County shall cooperate to the extent reasdnable

and necessary for obtaining same,

6. .When the Pipeline Extension has been constfﬁcted
and is ready to be placed into service, Pickett County shall sell
the Pipeliﬁe Extension to Gasco and Gasco shall purbhase the -
Pipeline Extension from Pickett County on the following terms and

conditions:




The purchase price shall be equal to the

,actual cost of the Plpellne Extension, not to

exceed $365, 000 (the "Purchase Price").

Annual payments toward the Purchase Price
shall commence on the:elevgnth (11th) year

after the date of purchase.

For each. of years eleven "(11) through forty
{40)- Gasco shall pay to Pickett County,
without interest, one-thirtieth (1/30th) of
the Purchase Price or until the Purchase

Price is paid in full.

For any year In which Hutchinson or any other

customers of Gasco connected to the Pipeline

Extensmon in the franchise area does not
purchase the Minimum Amount of Natural Gas,
as defined herein, from Gasco through the
Pipeline Extension, no payment shall be due
or payable from Gasco toward the Purchase
Price. For purposes of this Agreement the
phrase "Minimum Amount of Natural Gas" shall
mean 8,000 MCF per month and 96,000 MCF per

year.




€.  Subject to approval by the TRA Pickett County
shall bill a éufcharga up to two pefcént (2%)
of the natural gas sales exclusive.of taxes
and other charges from any customer of Gasco
located in the franchise area granted by
Pickett County. Gasco shall include said
surcharge as a separate item on its bills to
its customefs in Picﬁett County and shall pay

. sald amount received from its customers to’

Pickett County twenty-one £21) days after

-

receipt,.

7. Gasco shall have the exclu51ve right to provide
natural gas service through the Pipeline Extension to customers
other than and in addition to Hutchinson.

8; " Pickett County shall grant Gasco an exclusive
franchise to supply natural gas serv1ce in Pickett County, not
‘1nclud1ng the City of Byrdstown, for a period of farty (40)
years. . Said franchise shall become void if Gasco" shall have no”
customers served from the Pipeline Extension for any'twelve (15)
consecufive months after the Pipeline Extension has been acquired

by Gasco..

9. In the event Gazco's exclusive franchise shall

become void, Gasco shall have the option, but not the obligation,




to reconvey the Pipeline Extension to Pickett County for .
consideration equal to the payments, if any, Gasco has made to

Pickett County toward payment of the Purchase Price.

10. This Agreement shall be binding upon the parties

hereto, their successors and assigns.

1l. This Agreement is contlngent upon the approval of
its terms by the TRA, the TDECD, the. Tennesszee Department of
Transportatlon, and the Pickett County Board of Commissioners.
If any of said parties refuse to grant approval, then thls ‘

contract shall become vo;Ld.

12. This Agreement shall not be &ssigned or amended
without the written consént of each of the parties hereto.
Except, however, that subject to the approval of the TRA, Gasco

is permltted to assign this Agreement to another public utility.

13. Pickett Counéy shall have a security interest in
the Pipeline Extension until such.time as it has beén paid in

full by Gasco for the Purchase“Pficeiof~the Pipeline Extension.




Attest:

by : s

Cletis Beason
County Clerk

2Attest: .

by: fud A Sild;
Secretary

PICKETT COUNTY TENNESSEE

by m((é(,/ //c )?7

Kelly Kelsllng
County Executive

GASCO DISTRIBUTION

" '8YBTEMS, INC.

by: /[ .é?:gﬂ&: .,£} H’f/l/kgu

" Charles D. Hercher

Vice President of Operations




ORDINANCE NO. 10 OF 1993

L

AN ORDINANCE AUTHORIZING THE TRANSFER OF THE FRANCHISE
AGREEMENT TO OPERATE Al

CITY O

OPERATE AND MAINTAIN A GAS SYSTEM TN THE
CO_FROM IREN-GAS OF TENNESSEE, INC. TO GASCO

CITY OF JELLICO FROM!
DISTRIBUTION SYSTEMS!, INC.

WHEREAS, the City of Jellico, Tennessee granted a Franchise to
Ken-Gas of Tennessee, Inc,, its successors and assigns, of October

15, 1987; and

i
WHERBAS, Ken-Gas of &ennessee, Inc. has gone out of business
and is no longer operating the gas utility service in the Clity of

Jellico; and

WHEREAS, Gasco Distribution Systems, Inc. is now the assignee

of Ken-Gas of Tennessee, :iInc.; and
i

.

. WARRRAS], Gasco Distribution Systems, Inc. intends to pledge
and transfer its rights under the franchise to the Small Business
Adminietration as collatéral security for credit;

NOW, THEREFORE, BE IIT ORDAINED BY THE BOARD OF MAYOR AND
ALDERMEN OF THE CITY OF JELLICO:

That the Franchise dranted to Ren-Gas of Tennessee, Inc. on
October 15, 1987, to operate and maintain a gas system in the City
of Jellico, Tennessee, is'hereby transferred, assigned and granted
to Gaaco Distribution Systems, Inc. The Mayor and the City
Recorder are hereby authorized to sign the Collateral Asgignment of
Natural Gas Franchise Agreement on behalf of the City of Jellico.

This Ordinance shall take effect immediately upon its final
passage, the public welfare requiring it.

ATTEST:

s

W Gt Fasi

w4. FORSTER BAIR
Nayor ’

O-Z/,Zlaax"‘“

BETTY RV HURST
City Recorder

APPROVED AS TO FORM:

THOMAS E. BARCLA
City Attorney

Y
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Pasged Second Reading: /,, é_—?}f/

Passed Third Reading: X-/7- ig




BEFORE THE TENNESSEE PUBLIC SERVICE COMMISSION
Nashville, Tennessee

DECEMBER 8, 1993

IN RE: PETITION OF GASCO DISTRIBﬁTION SYSTEMS OF TENNESSEE, INC.
FOR APPROVAL OF TRANSFER OF AUTHORITY TO PROVIDE UTILITY

SERVICES AND OF PLANT AND FACILITIES FROM JELLICO GAS
UTILITY, INC., TO GASCO DISTRIBUTION  SYSTEMS OF

TENNESSEE, INC.
DOCKET NO. 93-07841 (76656) -
ORDER

This matter is before the Tennessee Public Service Commission
upon the petition of Gasco Distribution Systems of Tennessee, Inc.
("Gasco") for approval of the transfer of the certificate of
convenience and necessity for the operation of a natural gas
distribution system for Jellico, Tennessee from Jellico Gas
Utility, Inc. to Gasco., This matter was heard on November 9, 1993
pefore Mack H. Cherry, Administrative Judge. On December 2, 1993
the Administ&ative Judge issued his Initial Order recommending that
the transfer be approved.

The Commission considered this matter at its reguiarly
scheduled Commission Conference held on December 7, 1993. It was
concluded after careful consideration of the entire record
including the Administrative Judge's Initial Order that the
Administrative Judge's Initial Order should be approved. The

commission further ratifies and adopts the findings and conclusions

of the Administrative Judge as its own.

IT IS THEREFORE ORDERED:
1. That the Administrative Judge's Initial Order dated

RN RN

FARTHIREN

g rem

R Lt )




December 2, 1993 in this docket is hereby ratified, adopted and

incorporated by reference in this order as fully.aswtpough copied

verbatim herein, including the findings and conclusiona of the

Administrative Judge which the Commission adopts as its own.
2. That the petition to transfer the certificate of
convenience and necessity for the operation of ‘a natural gas

distribution system in and around ‘the area of Jellico, Tennessee

from Jellico Gas Utility to Gasco Distribution Systems of

Tennessee, Inc. is hereby approved.

3. That the wvalue of the assets acquired by GASCO

Distribution Systems, Inc. is to be recorded on its books and

records in accordance with the requirements of the Uniform System
of Accounts for Gas Utilities. .

4. That Gasco Distribution Systems, Inc. shall adopt tﬁé
rates curredtly in effect for Jellico Gas Utility and file new
tariffs reflecting the new company name.

5. That Gasco Distribution System, of Tennessee shall
diligently comply with the rules and regulations of the Tennessee
Public Service Commission regarding natural gas distribution
ntilities.

6. That any party aggrieved with the Commission's decision
in this matter may file a Petition for Reconsideration with the
Commission within ten ({10) days from and after the date of this
Order; and -

7. That any party aggrieved with the Commission's decision
the right of ijudicial review by filing a

in this matter has

Petition for Review in the Tennessees Court of Appeals, Middle

[ m e

T THI Y IS




Oxder.

ATTEST: /

Section, within sixty (60) days frop and ——-’- date o ]
7
A {::/_' INEA T At
.“V

ELECUTIVE DIRECTOR
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COMMISSZONER
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BEFORE THE TENNESSEE PUBLIC SERVICE COMMISSION

NASHVILLE, TENNESSEE
February 8, 1990

IN RE: PETITION OF KEN-GAS OF TENNESSEE, INC. FOR APPROVAL OF A TRAHSFER
OF ITS CERTIFICATE OF CONVENIENCE AND NECESSITY FOR CONSTRUCTION
AND OPERATION OF A NATURAL GAS DISTRIBUTION UTILITY TO JELLICO GAS

UTILITY, INC.
DOCKET NO. 89-02042
ORDER

This matter is before the Tennessee Public Service Commission upon the
petition of Ken-Gas of Tennessee, Inc. for approval of the transfer of its
certificate of convenfence and necessity to operate a natural gas distribution
system in Je]lico,ffgnnessee, to Jellico Gas Utility, Inc. This matter was
heard on May 17, 1989 %n Mashville, Tennessee, before Ralph B. Christian, II,
Administrative Judge. On January 8, 1990, the Administrative Judge issued his
Initial Order recommending that the transfer be approved.

The Commission considered this matter at its regularly scheduled
Commission Conference held on January 30, 1990. It was concluded after
careful consideration of the entire record, including the Administraf?ve
Judge's Initial Order and applicable Tlaws and statutes, that the
Administrative Judge's Initial Order should be approved and the transfer
granted.

The Commission further ratifies and adopts the findings and conclusions
of the Administrative Judge as its own.

IT IS THEREFORE ORDERED:

1. That the Administrative Judge's Initial Order dated January 8, 1990,
in this docket is hereby ratified, adopted and incorporated by reference in
this Order as fully as though copied verbatim herein, including the findings

.

and conclusions of the Administrative Judge which.the Commissjion addpts as its
.. "\ K .u . , ¢ “' 'l;:}.:‘,i
- N ry :

own . : N
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2. That the petition to transfer the certificate of public convenience
and necessity for the construction and opération of a natural gas distribution
system from Ken-Gas of Tennessee, Inc. to Jellico Gas Utility, Inc. is hereby
approved.

3. That the value of the assets acquired by Jellico Gas Utility, Inc.
be recorded on jts books and records for rate making purposes at the same
value as presently shown on the books and records of Ken-Gas of Tennessee,
Inc.

4. That the tariffs on file with the Commission for Ken-Gas shall
remain in effect for‘3eTIico Gas Utility, Inc.

5. That Jellico Gas Utility, Inc. diligently comply with the rules and
requlations of the Tennessee Public Service Commission regarding natural gas
distribution.utilities.

6. That any party aggrieved with the Commission's decision in this
matter may file a Petition for Reconsideration with the Commission within ten
(10) days from and after the date of this Order.

7. That any party aggrieved with the Commission in this matter has the
right of judicial review by filing a Petition for Review in the Tennessee
Court of Appeals, Middle Section, within thirty (30) days from and after the

date of this Order.

ATTEST

-

EXCUTIVE DIRECTOR




TENNESSEE PUBLIC SERVICE COMMISSION
460 JAMES ROBERSTON PARKWAY
NASHVILLE, TENNESSEE 37243-0505

KEITH BISSELL, craiaman PAUL ALLEN, EXECUTIVE mRECTOR

STEVE HEWLETT, commissIONER
FRANK COCHRAN, commissioneR

January 8, 1990

Mr. David Cross
Attorney at Law

P.O. Box 370

Albany, Kentucky 42508

RE: KEN-GAS OF TENNESSEE, INC.
89-02042

Dear Mr. Cross:

I have enclosed a copy of the Initial Order of the
Administrative Judge in this case noted above.

The Commission will review all of the issues addressed by
the judge in his decision and they will provide ail parties
an opportunity to express their opinion of the findings of
the judge.

Enclosed is a copy of the order setting the matter for
review., This order does not affect your right to request
reconsideration of the initial order of the Administrative
Judge.

Sin ely,

4&2%7 gt

PAUL ALLEN
EXECUTIVE DIRECTOR

ah




BEFORE THE TENNESSEE PUBLIC SFERVICE COMMISSION
Nashville, Tennessee
January 8, 1990

IN RE: PETITION OF KEN-GAS OF TENNESSEE, INC., FOR APPROVAL
CF A TRANSFER OF ITS CERTIFICATE OF CONVENIENCE AND
NECESSITY FOR CONSTRUCTION AND OPERATION OF A
NATURAL GAS DISTRIBUTION UTILITY TO JELLICO GAS
UTILITY, INC.

DOCKET NO. 89-02042

INTTITAT, ORDER

This matter 4

U

before the Tennessee Public Service
Comnission upon the petition filed December 27, 1988, by Ken-Gas
of Tennessee, Inc., for approval of the transfer of its
certificate of convenience and necessity for the construction and
operation of a natural gas éistribution system for Jellico,

Tennessee, to Jellico Gas Utility, Inc.

The matter was heard May 17, 19839, in Nashville, Tennessee,
before Ralph B. Christian, II, Admin rative Judge, at which
time the following appearances were entered:

APPEARANCES:

DAVID CROSS, Atvtorney At Law, P. O. Box 370, Albany,
Kentucky 42606, appearing on behalf of the Applicant,
Xen-Gas of Tennessee, Inc.

STEVE CO03BB, Waller Lansden Dortch & Davis, 2100 One
Commerce Place, Nashville, Tennessae 37238, on behalf
of the Applicant.

D. ILLYE SANDERS, Assistant General Counsel, Tennessee
Public Service Commission, 460 James Robertson Parkway,
11

Nashville, Tennessee 37243-0505, appearing on ‘behalf
of the Commission Stafs,

The hearing was continued until July 10, 1989, and again

until August 24, 1989, to allow Petitioner additional time to




provide information previously regquested by the Commission Stafs,
Subsequently, materials submitted by the Petitioner were reviewasd

and it was deternined no further oral testimony was necessary.

PRELIMINARY MATTERS

By order of September 16, 1988, the Administrative Judge
approved the application of Ken-Gas of Tennessee, Inc. for a
‘certificate of convenience and necessity for the consitruction andé
operation of a ratural gas distribution system. The certificate

was issuecd by the Public Service Commission October 13, 1988. On

R

N

December 27, 1983, Ken-Gas of Tennessee, Inc., filed a petition

31
rt
rt

eguesting *that the Tennessee Public Service Commission approve

's)
th

he transfe the aforesaid certificate of public convenience

[$1

o

0

and necessity to Jellico Gas Utility, Inc. The petition was

docketed as number 89-02042.

The proposed natural gas distribution system was designed to

offer service within the corporate limits of Jellico, Tennessee,

the Jellico city limits., KXen-CGas was awarded a franchise from
the City of Jellico on the third reading of an ordinance approved
October 15, 1987. Said ordinance is known as the Jellico Natural

Cas Franchise Ordinance and is designated as Ordinance Number

AT the hearings to transfer the certificate from Ken-Gas of

Tennessee, Inc. to Jellico Gas U
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mony was

IES

presented by Mr. Walton Haddix, who represented both the

transferor and the transferee.




DISCUSSION OF FACTS

The evidence produced at the hearing and subnsequently
submitted as late-filed exhibits, established that the contract
between Delta Natural Gas Co., Inc., and Ken-Gas of Tennessee,
Inc., has been assigned to Jellico Gas Utility, Inc. and that the
aforesaid contract has been appropriately extended %o permit

.Jellico Gas Utility, Inc. to begin service at a later date.

The evidence procuced at hearing and subsequent

cocumentation established that Jellico Gas Utility, Inc. has

1

access To the financial resources +o create and operate the gas

b
}3e

stribution utility. As evidence o< this, Applicant submitted

d

copies of an agreement providing for an S$SBA guaranteed loan by

33}

entress County Bank to Jellico Gas Utilivy, Inc., documentation
from the Small Business Adminis+tration regarding information on

the terms of the permanent loan, and testimony that a

rt

construction loan was being negotiated. The transferee stated i
would implement the same rates approved for Ken-Gas of Tennessee,
Inc. The petitioners also submitted:
a) A list of the stockholders of Jellico Gas
Utility, Inc., incluéing their addresses and

consideration contributed in exchange for their
stock, and

Finally, the operating and maintenance manual and an

P

emergency procedures manual! filed by Jellico Gas Utility, Inc.

upon the recommendation of Glynn Blanton, Director of Gas




Pipeline Safeiy, were approved as in compliance with minimum

federal safety standards.

The Commission Staff presented evidence that the transferee,
Jellico Gas Utility, Inc., repeatedly submitted inadequate
information and/or late information (even when the deadline was
agreed to by the company in advance) in response to the Staii's

data requests. The Staff also submitted evidence regarding Mr.

}.a0

Haddix's failure to suppiy information to the Kentucky Public
Service Commission regarding another gas company with which he
was involved that‘fégtlted in his being fineé and admonished by
+ha+ Commission. As a result of these incidents, the Staff
expressed reservations concerning the ability of Jellico Gas
Utility, Inc. %o comply with the rules and regulations of the
Tennessee Public Service Commission. However, the Staff
eventually received sufficient irnformation to evaluate the
transferee's proposed operations and concluded that the public

would not be adversely affected by the transfer.

After reviewing the evidence, the Administrative Judge finés
that Jellico Gas Utility, Inc. appears to be a suitable
transferee for the certificate of convenlence and necessity
heretofore issued to Ken-Gas of Tennessee, Inc. for the
construction ané operation of a natural gas distribution systemn.
Yowever, its lack of diligence in providing the Commission with
information is unacceptable. The Administrative Judge finds that
Jellico CGas Utility, Inc. has demonstrated the financial capacity

said natural gas distribution system and
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finds that the projected revenues from the delivery of said gas




will provide sufficient funds, after expenses, to service the

r

debt obligations of Jellico Gas Utility, Inc. PFinally, the
Administrative Judge finds that the proposed transfer will not
adversely affect the potential rate payers of Ken—-Gas of

Tennessee, Inc.

CONCLUSIONS OF LAW

Sased upon the above findings, the Administrative Judge
concludes that the application for a %ransfer of the certificate
of convenience and. rpecessity from Xen-Gas of Tennessee, Inc. to
Jellico Gas Utility, Inc. should be granted; however, Jellico Gas
JCilIty, Inc. is admonished to promptly respond to future data
requests of the Copmmission Staff and to otherwise abide by the

policies, procedures, rules and reguiatvions of the Commission.

T.C.A. Section 4-5-315 provides tha* ail parties shall have
an opportunity to avpeal initial orders *o the Commission. The
Ternessee Public Service Commission, however, reviews all initial
orders, thereby assuring review. All parties may file exceptions
or rep.ies to exceptions in the form of a brief setting forthn

specific issues. The exceptions and any replies thereto will be

considered by the Commission in its review. The Commission will

determine the matter in = regularly scheduled Commission
conference. Affected parties may then seek reconsideration of
the Commission's final order or may appeal the final order *a the

G

ourt of Appeals, Middle Division, within 30 days of the final

orde
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BEFORE THE TENNESSEE PUBLIC SERVICE COMMISSION i B *_; 1; ;{ "b\\
October 13, 1988 Nashville, Tennessee“’ & “’“%fe

IN RE: APPLICATION OF KEN-GAS OF TENNESSEE, WINC FOR‘ CERTIFI’
OF CONVENIENCE AND NECESSITY FOR THE'CONSTRUCTION OF A
NATURAL GAS DISTRIBUTION SYSTEM, APPROVAL OF FINANCING AND
CONSTRUCTION COSTS AND APPROVAL OF APPLICABLE RATES.

DOCKET NO. U-87-7538

ORDER

This matter is before the Tennessee Public Service Commission
upon the application of Ken-Gas of Tennessee, Inc. for a Certificate
of Convenience and &eééssity as set forth in the above caption.

The matter was set for hearing and was heard on March 15, 1988
before Ralph B. Christian, II, the Administrative Judge. On September
16, 1988 the Administrative Judge issued his Initial Order
recomrending that the application be granted.

The Commission considered this matter at the Commission
Conference held on October 4, 1988. It was concluded after careful
consideration of the entire record, including the Administrative
Judge's Initial Order and all applicable laws and statutes that the
Administrative Judge's Initial Order should be approved and the
authority granted. The Commission further ratifies and adopts the
findings and conclusions of the Administrative Judge as its cwn.

IT IS THEFEFORE ORDERED:

1. That the Administrative Judge's Initial Order dated
September 16, 1988, in this docket is hereby ratified, adopted and
incorporated by reference in this Order as fully as though copied
verbatim herein, including the findings and conclusions of the

Administrative Judge which the Commission adopts as its own.




2. That a Certificate of Convenience and Necessity to construct
and operate) a natural gas distribution system is hereby granted. ’

3. That within sixty (60) days of the substantial completion of
construction, Ken-Gas of Tennessee, Inc. is directed to file its final
costs in accordance with the Uniform System of Accounts with the
Tennessee Public Service Commission.

4. That within thirty (30) days of suiastantial completion of
construction, Ken-Gas of Tennessee, Inc. is directed to file a copy of
the "As-Built" drawings and a signed statement that the construction
has been satisfactorily completed in accordance with the contract
plans and specifications with the Tennessee Public Service Commission.

5. That the proposed financing plan, its amounts, interests
rates, and amortization periods as set forth herein, is hereby
approved.

6. That the costs, as determined by the Tennessee Public
Service Commission Staff and set forth in Schedules 1 through 9, are
hereby approved.

7.  That the rates as set forth herein are hereby approved.

8. That Ken-Gas of Tennessee, Inc. is hereby directed to file a
tariff with the Tennessee Public Service Commission setting forth the
rates approved herein before commencing operations.

9, That Ken-Gas of Tennessee, Inc. is hereby directed to file a
copy of its General Rules and Regulations as prescribed vby T.P.S.C.
Rule 1220-4-1-.01 throucgh .07.

10. That Ken-Gas of ‘Pemessee, Inc. is hereby directed to

maintain its accounting records in accordance with the methods

C A
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‘prescribed by the Uniform System of Accounting for Class C & D
Utilities.

11. That Ken-Gas of Tennessee, Inc. is hereby directed to file a
quarterly report, in the form of Quarterly Report Form PSC-3.04,
within sixty (60) days of the end of the quarter covered by the
report.

12. That any party aggrieved with the Commission's decision in
this matter may file a Petition for Reconsideration with the
Commission within ten (10) days from and after the date of this Order.

13. That any.party aggrieved with the Commission's decision in
this matter has the right of judicial review by filing a Petition for
Review in the Tennessee Court of Appeals, Middle Section, within sixty

(60) days from and after the date of this Order.

n!l ‘!b o ‘. S ﬁF\.

ECMMISSIONER
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ORDINANCE NO. 4-87

AN ORDINANCE GRANTING A FRANCHISE TO KEN-GAS OF TENNESSEE, INC.,
ITS SUCCESSORS AND ASSIGNS, TO OPERATE AND. MAINTAIN A GAS SYSTEM
IN THE CITY OF JELLICO, TN. INCLUDING A SYSTEM OF GAS MAINS AND
SERVICE PIPES FOR THE PURPOSE OF TRANSMITTING AND DISTRIBUTING
Gas 1IN, UPON, ACROSS, ALONG AND UNDER THE HIGHWAYS, STREETS,
AVENUES, ROADS, ALLEYS, LANES, WAYS, UTILITY EASEMENTS, PARKWAYS
AND OTHER PUBLIC GROUNDS OQF THE CITY OF JELLICC, TENNESSEE.

BE IT ORDAINED BY THE BOARD OF MAYOR AND ALDERMEN OF THE
CITY OF JELLICO, TENNESSEE, as follows:

SECTION 1. This Ordinance shall be known and may be cited
as the "JELLICO NATURAL GAS Franchise Ordinance."

SECTION 2. For the purpose-of this Ordinance, the following
terms, phrases, words, and their derivations shall have the
meanings given herein. When not inconsistentlwith the context,
words used in the present tense include the future tense, words
in the plural number include the singular number, and words .in
the singular number include the plural number. The word "shall"
is always mandatory and not merely directory.

(L) n"city " is the City of Jellico, Tennessee, a municipal
corporation;

(2) "Company" is XKEN-GAS OF TENNESSEE, INC., the grantee of
the rights under this franchise, a Kentucky <corporation,
authorized to do business within the State of Tennessee, with a
mailing address located at Route 3, Box 66, Albany, Kentucky
42602.

(3) "Person” is any person, firm, partnership, association,

corporation, company or organization of any kind.




SECTION 3. There is hereby granted by the City of Jellico,
Tennessee to KREN-GAS OF TENNESSEE, INC., its successors and
assigns, the rigﬁt, authority, privilege and franchise to erect,
construct, operate and maintain a system of gas mains, service
pipes, regulator stations and all other necessary and appropriate
equipment and facilities for the transmission and distribution of
gas in, upon, across, along and under the highways, streets,
avenues, roads, alleys, lanes, ways, utility easements, parkways
and other public grounds in the present or future corporate
limits of the City of Jellico and in the environs of said City,
and to import, transport, sell and .distribute éas, whether
natural, manufactured, or mixed, within the City and its
environs, for the supplying and selling of said gas to said City,
(as a customer) and the inhabitants, institutions, and businesses
thereof; and for such purposes to construct, operate, maint&in,
renew, replace, repair, and extend all necessary gas mains,
service pipes and other appliances, fixtures and facilities as
may be necessary for said purposes, to-wit, the transmission,
distribution and sale of such gas to said City and the
inhabitants thereof, for domestic, commercial, industrial and
institutional uses, and such other purposes for which it is or
may hereafter be used.

SECTION 4, This franchise and the rights herein granted
shall take effect and be enforced from and after the effective
Date hereof, as required by law, and upon the filing of

acceptance by the Company, and shall continue in force and effect




for a term of twenty-five (25) years after the effective date.
Provided, that if the acéceptance is not filed within thirty (30)
days after final passage of this Ordinance, the provisions of
this franchise shall be null and void.
The Company is granted herewith an option to extend the term
of this franchise for three (3) successive periods of five (5)
years each, each such five (5) year renewal term to commence at
the end of either the original twenty-five (25) year term or at
the end of the preceding five (5) year renewal term, all in such
.manner that the Company may extend this franchise for a total
period of time of fifteen (15) years; the original term of
twenty-£five (25) years shall be automatically extended for one of
the aforesaid additional five (5) yvear renewal Eerms unless the
Company tenders Notice to the City at least one (1) year next
preceding the end of the original twenty-five (25) year term of
such contrary intention (such Notice shall be in writing tendered
by Certified Mail, Return Receipt Reguested); each of the
remaining two (2) successive five (5) year renewal %terms shall
likewise take effect automatically unless +the Company likewise
tenders NWotice to the City that it does not intend to renew the
franchise as aforesaid. It is intended hereby that by use of the
original twenty-five (25) year term and the three (3) five (3)
year renewal terms the Company may extend the original franchise,
in its discretion, - to a period of time of edther 30 years, 35
years, or 40 years, but in no event shall the term of this

w

franchise extend beyond forty (40) years unless such extension is




Both parties hereto acknowledge that good faith 1is an
express part of the agreement between the parties, and each party

pledges to exercise good faith in all of its dealings one with

the other,
SECTION 5. All gas mwains, service pipes, Ffixtures,

facilities and other appliances laid, constructed, maintained and
operated by virtue of this franchise, shall be laid, constructed,
maintained and operated in accordance with all applicable
engineering practices and in full accord with any and all
applicable enéineering codes adopted or approved by the natural
gas distribution industry and/or engineering professions and in
accordance with any applicable Statutes of the State of
Tennessee, Ordinances of the City of Jellico and the Rules and
Regqulations of the Tennessee Public Service Commission or of any
other governmental regulatory commission, board or agency having
jurisdiction over the Company. Said facilities shall be so
constructed as not to interfere with the drainange of said City,
or interfere with or injure any street, sewer or other public
improvement which said City has heretofore made or may hereafter
make in, upon, across, along or under any highway, street,
avenue, road, alley, lane, way, utility easement, parkway or
other public grounds, or unnecessarily obstruct or impede such
highway, streets, avenues, roads, alleys, lanes, ways, utility
easegents, parkways or other public grounds ofdgaid City.

SECTION 6, When the highways, street, avenues, roads,

alleys} lanes, ways, utility easements, parkways or other public




grounds are opened or any other opening is made by the Company
within the City, whether the same be made for the purpose of
laying, constructing, replacing or repairing the mains, pipes and
other appliances and fixtures of said Company, said Company shall
place and maintain all necessary safety devices, barriers,
lights and warnings to properly notify all persons of any dangers
resulting from such entrances, and shall comply with all safety
regulations reguired by the federal, state or local laws.

SECTION 7. In the event that at any time during the period
of this franchise the City shall lawfully elect to alter, or
change the grade of, any street, alley or other public ways in
which the Company is maintaining gas mains, Qipes or other
appliances and fixtures, the Company, upon reasonable written
notice by the City, shall remove, or change or relocate its
mains, pipes, or other appliances and fixtures as necessary té
conform to the proposed alteration. However, the Company shall
be reimbursed its relocation costs whenever such reimbursement is
authorized by a Federal or State statute, £for either wurban
renewal development or street relocation.

SECTION 8. When any highway, street, avenue, road, alley,
lane, way, utility easement, parkway or other public ground is
entered by the Company, the Company shall, within a reasonable
time, restore the same to its former condition as nearly as
practicable in such a manner as to meet the_approval of the
City's Consulting Engineer, Codes Inspector, or other responsible

agent of the City, provided, however, that such




approval shall not be unreasonably withheld. In the event the
Company shall fail to restore said streets, avenues, roads,'
alleys, lanes, ways, utility easements, parkways, or other public
grounds to their former state, as nearly as practicable, the City
may itself, after giving the Companf reasonable written notice,
make restoration and charge the costs thereof to the Company.

SECTION 9. . The Company shall, at all times, defend,
indemnify and hold harmless the City from and against any and all
claims for injury to any person or property by the reason of the
failure of the Company or its employees tc exercise due care and
diligence in and about the installing and maintenance of said
system, guarding trenches and excavations while said system is
being installed or subseguent ex:tensions, repairs or alterations
are being made or generally in the operation and maintenance of
said system. provided the Company shall have been notified in
writing of any claim against the City of account thereof, and
shall have been afforded the opportunity Ffully to defend the
same.,

SECTION 10. The City and the Company hereby agree that this
Ordinance shall, from time to time, be subject to Rules and
Regulations adopted by the Company and approved by the Tennessee
Public Service Commission or any other regulatory body having
jurisdiction thereof during the term of this franchise, and shall
also be subject to all Rules and Regulations anpted and approved
by the Tennessee Public Service Commission itself; and that all

such Rules and Regulations shall be and become part of this




ordinance to the same extent and with the same effect as if said
rules and Regulations were herein set forth in full. The Company
shall not be obligated or required to make any extension of
distribution mains, except in accordance with the provisions
relating thereto adopted or approved by the Tennessee Public
Service Commission.

SECTION 1ll. ©Nothing contained herein shall be construed as
preventing the Company £from installing, placing, replacing,
taking up, repairing or removing gas pipes, mains, service pipes
or other devices Ffor furnishing gas =service, <rom using any
easements for gas service which are shown on any plat or plats of
any portion of the City heretofore or hereafter platted or
recorded, or any easement which may hereafter be created, granted
or dedicated for any such utility purposes by any person, firm or
corporatioh whatsoever. |

SECTION 12. No sale or transfer of the gas plant or system,
or the transfer of any rights under this £ranchise shall be
effective until the vendee, assignee or lessee has filed in the
Office of the City Recorder an instrument, duly executead,
reciting the fact of such sale, assignment or lease, accepting
the terms of this franchise, and agreeing to perform all the
conditions thereof.

SECTION 13. The Company shall pay to thé City a franchise
fee in the amount of ($100.00) One Hundred, Dollars,
within sixty (60) days of the Effective Date of this Ordinance.

The Company shall further pay to the City during the




term of this franchise an amount equal to (One) 1% of the annual

gross operating revenues from the sale of gas through the

Company's distribution system within the City of Jellico as a

further and additional franchise fee or tax. Said franchise tax

shall become due and payable ninety (390) days from the end of the
Company*' fiscal year each vyear, so long as the Company shall

supply and sell natural gas to the public within said City, or so

long as this franchise is in effect. The aforementioned

franchise fee and gross receipts tax provided by this oOrdinance

shall be treated and recovered as required by Tennessee Code

Annotated, Section 65-4-105. The City shall have access at all

reasonable times to the appropriate books of the Company for the
purpose of ascertaining the amount due to the City under the

Section. The Company shall furnish to the City an annval report

showing the amount of its sales within the City.

SECTION 14, If any section or portion of any section of

this Ordinance shall hereafter be declared or determined by a

court of competent Jjurisdiction to be invalid, the Company, at

Lts election (to be given to the City by notice in writing within
thirty (30) days after any such declaration or determination) may
ratify or confirm the remaining portions of this Ordinance and
upon such ratifications or confirmation the remaining portions of

this Ordinance shall remain in full force and effect.

SECTION 15. The Company shall, within thirty (30) days

after the passage of this Ordinance, file with the City Recorder

of the City of Jellico 1its unconditional acceptance of

e e
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the terms and conditions of this Drdinance‘ signed by its
President and, after the filing of such acceptance, this
Ordinance shall constitute a contract between the parties hereto
and shall (subject to the rights and powers vested in and Orders
lawfully issued by the Tennessee Public Service Commission or
such other regulatory body of the State of Tennessee as may
hereafter succeed to the rights and powers of tﬁe Tennessee
Public Service Commission) be the measure of the rights, pawers,
obligations, privileges and liabilities of the City and of the
Company.

SECTION 1s6. All the privileges given and obligations

created by this Ordinance shall be binding upon the successors
and assigns of the Company, including those nonconflicting
provisions which are now or may hereafter be attached herewith as

addendums.,




SECTION 17. This Ordinance is subject to the approval of
the Tennessee Public Service Commission. The franchise shall

take effect immediately the public welfare so requiring it.

CITY OF JELLICO, TENNESSEE

BY = ;E;¢M(4<U (™ ~
FRANCIS PAYNE, Mayor

ATTEST:

(éZZZV'u&/Z,wa‘?‘

BETTY HURST, City Recorder

5ASSED FIRST READING: 9-/7-87

PASSED SECOND READING: ¥-/7-57

PASSED THIRD READING: [—/5 =57

ACCEPTED BY: KEN-GAS OF TENNESSEE, INC.
ROUTE 3, BOX 66
ALBANY, KEMTUCKY 42602

A st “-’4/«////&2’/{/

KENNETH R. TURNER, PRESIDENT
ATTEST: DATE: /O —/5 — E7

I 4 ¢
Tt KM;,@’/{J

PHYZLIS S. TURNER, SEC.
DATE: /92— /5- 87




This document has been electronically entered in the records of the United
States Bankruptcy Court for the Southern District of Ohio.

IT IS SO ORDERED.

Dated: October 21, 2010

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF OHIO

EASTERN DIVISION
In re: Case No. 09-056171
GASCO DISTRIBUTION Chapter 11
SYSTEMS, INC.
Judge C. Kathryn Preston
Debtor.

ORDER (A) APPROVING THE SALE OF SUBSTANTIALLY ALL OF DEBTOR’S
UTILITY DISTRIBUTION SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT AUCTION;
(B) AUTHORIZING THE ASSUMPTION AND ASSIGNMENT OF CERTAIN
EXECUTORY CONTRACTS; AND (C) GRANTING OTHER RELATED RELIEF
[RELATED TO DOC. NOS. 179, 199 and 211}

This matter coming before the Court on the Motion of Gasco Distribution Systems, Inc.,
Debtor and Debtor in Possession (“Debtor”), for an Order (I) Authorizing the Sale of
Substantially all of its Utility Distribution Systems Assets Free and Clear of Liens, Claims and
Encumbrances under Asset Purchase Agreement, Subject to Higher and Better Offers, (II)

Approving the Procedures for an Auction, (III) Authorizing the Assumption and Assignment of




Certain Executory Contracts in Connection Therewith, (IV) Scheduling an Auction and a
Hearing Date Relating Thereto, (V) Approving Break-Up Fee, and (VI) Approving the Forms of
Notice Thereof [Doc. No. 179] (the “Sale Motion”). The Sale Motion sought approval of,
among other things, (i) the institution of bidding procedures to be employed in connection with
the Debtor’s sale of substantially all of the Debtor’s utility distribution systems assets to Navitas
Assets, LLC or its designated assigns (the “Buyer”) pursuant to the terms and conditions of an
Asset Purchase Agreement (“APA”) «subject to higher or otherwise better bids, and (ii) the
scheduling of a bid submission deadline, auction, and sale hearing and objection deadline and the
approval of the sale of substantially all of the Debtor’s assets to Buyer under the APA subject to
higher and better bids being received at auction, and the Debtor’s assumption and assignment of
certain of its executory contracts in connection therewith. In connection with the Sale Motion,
the Court previously entered its Order Authorizing And Approving The Bidding Procedures For
An Auction Sale Of Substantially All of the Debtor’s Utility Distribution Systems Assets,
Scheduling An Auction Date And Sale Hearing Date And The Deadline For Objections To The
Proposed Sale, And Approving Notices To Creditors And Parties In Inferest on August 23, 2010
[Docket No. 199] (the “Bid Procedures Order”). After the Auction held on October 12, 2010
pursuant to the Bid Procedures Order, and as identified in the Report of Auction Sale [Doc. No.
211] (“Auction Report”)’ filed herein by the Debtor, the Debtor has determined the Winning Bid
and Winning Back-Up Bid as follows: Navitas Assets, LL.C, the Stalking Horse (“Buyer”) has
been determined by the Debtor to be the Winning Bidder submitting the highest and best bid (the

“Winning Bid”) for the combination of the Jellico Utility and the Three ABF Utilities, with the

! Attached to the Report of Auction Sale is the Amendment to the APA as between the Debtor and Buyer, which, the
Debtor represents, does not make any changes that are less favorable, nor more burdensome, than Buyer’s APA.
Also attached to the Report of Sale is the Winning Back-Up Bid of Powell Clinch for the Jellico Utility only, not
including the increase of the purchase price at the Auction to $570,000.



base purchase price® bid of $760,200, and Powell Clinch Utility District of Anderson and
Campbell County, Tennessee (“Powell Clinch”) has been determined by the Debtor to be the
Winning Back-Up Bidder submitting the highest and best bid for the Jellico Utility Only
“Winning Back-Up Bid” with a base purchase price of $570,000. A hearing (“Sale Hearing”)
was held on the Sale Motion and Auction Report and to consider approval of the Winning Bid
and Winning Back-Up Bid on October 19, 2010; and all creditors and parties in interest have
been afforded an opportunity to be heard with respect to the Sale Motion and Auction Report and
all relief sought thereunder, and the Court being otherwise duly advised and informed in the
~ premises, and noting that there have been no objections, the Court, for the reasons stated on the
record at the Sales Hearing, and further based upon the Sale Motion and Auction Report, hereby
finds and Orders as follows.’

IT IS HEREBY FOUND AND DETERMINED THAT:

A. This Court has jurisdiction over the Sale Motion pursuant to 28 U.S.C. §§ 157 and 1334,
and this matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A), (N) and (O). Venue of
this case and the Sale Motion in this district is proper under 28 U.S.C. §§ 1408 and 1409. The
statutory predicates for the relief sought in the Motion are Sections 105(a), 363(b), (f), (m) and
(n), and 365 of the United States Bankruptcy Code, 11 U.S.C. §§ 101 ef seq., as amended (the
“Bankruptcy Code”), and Rules 2002, 6004, 6006 and 9014 of the Federal Rules of Bankruptcy
Procedure (the “Bankruptcy Rules”).

B. The Debtor has conducted a thorough and adequate search for potential purchasers for the
Distribution Systems or Assets (“Assets”).

C. Proper, timely, adequate and sufficient notice of the Sale Motion, the Sale Hearing, and
the transactions contemplated by the APA and this Order (the “Transactions”), including,

2 As set forth in the Sale Motion, page 7, Buyer’s APA, not only has a base purchase price, but customary
adjustments including credit/debits, as appropriate, including for customer deposits, accounts receivable collected
within a certain time, spare parts, unrecovered gas costs and Cure Amounts on Assumed Contracts. The Debtor
represents that the Winning Back-Up Bid contains similar adjustments.

* All capitalized terms not defined in this Order shall have the same meanings as in the Sale Motion or the Winning
Bidder’s APA, and, as appropriate, the Winning Back-Up Bidder’s APA.



without limitation, the assumption and assignment of the Assumed Contracts, has been provided
in accordance with Sections 105(a), 363 and 365 of the Bankruptcy Code and Rules 2002, 6004,
6006, and 9014 of the Bankruptcy Rules. Such notice was good, sufficient and appropriate under
the particular circumstances, and no other or further notice of the Sale Motion, the Sale Hearing,
or the transactions, including, without limitation, the assumption and assignment of the Assumed
Contracts, is or shall be required.

D. As demonstrated by (i) the testimony and/or other evidence proffered at the Sale Hearing,
and (ii) the representations of counsel made on the record at the Sale Hearing, the Debtor has
conducted the sale process fairly and openly in a manner reasonably calculated to produce the
highest and best offers for the Assets under the circumstances and in compliance with the Bid
- Procedures Order. The Sale Hearing was held and the highest and best offer received by the
Debtor for the Assets at or before the Sale Hearing was the offer by Buyer to purchase the Assets
at a base purchase price of $760,200, and such offer is reflected in the Buyer’s APA*. The
highest and best back-up bid on the Jellico Utility only is the $570,000 offered by the Winning
Back-Up Bidder, Powell Clinch, pursuant to the terms of the Winning Back-Up Bid.

E. Approval of the Buyer’s APA and consummation of the Transactions, including the sale
of the Assets at this time, is in the best interests of the Debtor, its creditors, its estate, and other
parties in interest. The Debtor has established that strong business reasons exist for (i) selling the
Assets outside the ordinary course of business and outside a plan and (ii) the assumption and
assignment of the Assumed Contracts as specified in the APA. The sale of the Assets pursuant to
the APA will produce higher value than could be obtained in a liquidation sale.

F. Upon review of the evidence presented or proffered, the Court finds that the APA was
negotiated, proposed and entered into by the Debtor and the Buyer without collusion, in good
faith, and from arm’s-length bargaining positions. The terms of the APA are fair and reasonable.
Neither the Debtor, nor the Buyer have engaged in any conduct that would cause or permit the
APA or any part of the Transactions provided for herein to be avoided, or for the imposition of
costs and damages against the Buyer under Section 363(n) of the Bankruptcy Code. The Buyer is
not an insider of the Debtor as that term is defined in Section 101(31) of the Bankruptcy Code.
The Buyer is not related to nor affiliated with the Debtor or any of its officers or shareholders.

G. Upon review of the evidence presented or proffered, the Court finds that the Buyer is a
good faith purchaser under Section 363(m) of the Bankruptcy Code and, as such, is entitled to all
of the protections afforded thereby. The Buyer will be acting in good faith within the meaning of
Section 363(m) of the Bankruptcy Code in closing the sale of the Assets pursuant to the APA.

H. The Debtor is the sole and lawful owner of the Assets. Subject to certain exceptions set
forth herein, the Debtor may sell the Assets to the Buyer free and clear of all liens, claims and
interests in accordance with, and to the extent permitted by, section 363(f) of the Bankruptcy
Code. As a condition of purchasing the Assets, the Buyer requires that the Assets be sold free
and clear of all liens, claims and interest, including all tax liens, except those explicitly and
expressly assumed by the Buyer in the APA. Accordingly, the transfer of the Assets to the

* “APA” as referenced singularly herein, shall only mean the Buyer’s APA, as amended.



Buyer is or will be a legal, valid and effective transfer of the Assets, and will vest the Buyer with
all right, title and interest in and to the Assets, free and clear of all liens, claims and interest, .
including all tax liens, except those explicitly and expressly assumed by the Buyer in the APA
pursuant to, and to the fullest extent permitted by, section 363(f) of the Bankruptcy Code.
Except as otherwise expressly set forth in the APA, the transfer of the Assets to Buyer do€s not
and will not subject Buyer to any liability whatsoever with respect to the operation of the
Debtor’s business and/or the ownership of the Assets prior to the Closing.

L Non-debtor parties holding valid liens, claims or interests in or with respect to the Assets
who did not object to the Sale Motion or those whose objections were withdrawn are deemed to
have consented to the sale of the Assets free and clear of their liens, claims or interests in or with
respect to the Assets pursuant to section 363(f)(2) of the Bankruptcy Code.

J. In the event that the Buyer does not timely perform, or otherwise fails to close on the
Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may have under the APA, the Winning Back-Up Bid of Powell Clinch
shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility, -
and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.
Accordingly, in such event, the findings of this Couit with respect to the Buyer and the APA as
set forth in paragraphs E, F, G, H, and I hereof shall also be deemed to equally apply to the
Winning Back-Up Bidder and the Winning Back-Up Bid on the sale of the Jellico Utility only.
Notwithstanding, Powell Clinch’s closing on the purchase of the Jellico Utility on the terms and
conditions set forth in its Winning Back-Up Bid and herein shall then be at its option and it shall
not be obligated to so close, unless it subsequently agrees to do so.

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED THAT:
1. The Motion, as supplemented by the Auction Report, is GRANTED by this Order.

Approval of the Asset Purchase Agreement

2. The APA, and all of the terms and conditions thereof, as may be amended, including as
may be amended by this Order, are hereby approved.

3. Pursuant to Sections 363(b) and (f) of the Bankruptcy Code, the Debtor is authorized and
directed to consummate the sale of the Assets pursuant to and in accordance with the terms and
conditions of the APA and this Order.

4. The Debtor is empowered to perform under, consummate and implement the APA, and is
authorized and directed to take all other actions as are necessary to effectuate the Transactions,
including executing and delivering all additional instruments and documents that may be
reasonably necessary or desirable to implement the APA, and to take all further actions as may
be requested by the Buyer for the purpose of assigning, transferring, granting, conveying and



conferring to the Buyer or reducing to possession, the Assets and the Assumed Contracts, or as

may be necessary or appropriate to the performance of the obligations as contemplated by the
APA.

Transfer of Assets Free and Clear of Liens

5. At Closing, Buyer shall acquire the Assets for the Purchase Price (as defined in the APA,
to the extent modified hereby). Upon the payment of the Purchase Price for the respective assets,
the Assets shall be transferred, and title passed, to the Buyer in the respective Assets pursuant to
the fullest extent permitted by Sections 105(a) and 363(f) of the Bankruptcy Code and all other
applicable laws, free and clear of all claims, liens, interests or encumbrances, including all tax
liens, other than the Assumed Liabilities and such other liens, claims and interests as are
expressly and explicitly assumed by the Buyer in the APA (collectively, the “Permitted Liens™),
with all such liens, claims, interests or encumbrances of any kind or nature whatsoever (other
than the Assumed Liabilities and the Permitted Liens) attaching to the proceeds of the sale of the
Assets in the order of their priority, with the same validity, force and effect which they now
have. ’

6. Except for the Assumed Liabilities (as defined in the APAs or as otherwise expressly
provided for in the APA), the Buyer shall not have any liability or responsibility for any Liability
(as defined in the APA) or other obligation of the Debtor arising under or related to the Assets.
Without limiting the generality of the foregoing, and except as otherwise specifically provided in
the APA, the Buyer shall not be liable for the Excluded Liabilities (as defined in the APA) or any
other Liabilities against the Assets, Debtor or any of their predecessors or affiliates including, but
not limited to, Liabilities whether known or unknown as of the Closing Date, now existing or
hereafter arising, whether fixed or contingent, with respect to the Debtor or any obligations of
the Debtor arising prior to the Closing Date, whether relating to or arising out of the Business (as
defined in the APA), the Excluded Assets (as defined in the APA) or the Assets or otherwise,
other than the Assumed Liabilities.

7. Except as expressly permitted or otherwise specifically provided by the APA, all parties
holding liens or claims or interests of any kind or nature whatsoever against Debtor or the Assets
(whether legal or equitable, secured or unsecured, matured or unmatured, known or unknown,
liquidated or unliquidated, contingent or non-contingent, senior or subordinated), arising under
or out of, in connection with, or in any way relating to, the Debtor, the Assets, the operation of
the Debtor’s business prior to the Closing Date, or the transfer of the Assets to the Buyer, hereby
are forever barred, estopped, and permanently enjoined from asserting such persons’ or entities’
liens or claims against the Buyer, its successors or assigns, its property or assets, which claims
are hereby transferred to the sale proceeds whether or not a party asserting any such claim has
delivered to Buyer a release. But for the obligations under Assumed Contracts or other assumed
liabilities as expressly provided for in the APA, Buyer shall not be liable for any claims of any
kind or nature, whether prepetition or post-petition, matured or unmatured, fixed or contingent,
liquidated or unliquidated, known or unknown, against the Debtor or any of their predecessors or
affiliates, and the Buyer shall have no successor liability to the extent this Court has the authority
to order same under applicable law.



8. Pursuant to sections 365(b), (c) and (f) of the Bankruptcy Code, and subject to this Order,
the Debtor is authorized to assume and assign the executory contracts as were identified on the
Notice of Intent to Assume (hereinafter referred to collectively as the “Assumed Contracts”),
which, consistent with the APA and this Order, are those identified in the APA (as such terms
are defined in the APA) designated for assignment to the Buyer pursuant to the APA, subject to
the procedures established in the Bid Procedures Order.

9. Those Assigned Contracts, to which there has been no objection to assignment,
assumption and the Cure Amount (i) shall be deemed assumed and assigned to the Buyer as of
the Closing Date and (ii) the Buyer shall be deemed to have provided adequate assurance of its
future performance under the relevant Assigned Contracts within the meaning of sections
365(b)(1)(C), 365(b)(3) (to the extent applicable) and 365(f)(2)(B) of the Bankruptcy Code.

10.  Upon Closing, the Buyer shall assume full responsibility and liability for all Assigned
Contracts, including payment of all Cure Amounts (as have been established in accordance with
Cure Notice), and Debtor shall have no further responsibility, financial or otherwise, under any
Assumed Contracts for any defaults, breaches or other damages associated with the Assumed
Contracts, whether arising or accruing prior to or subsequent to the Closing, except as follows:
unless expressly assumed by the Buyer, the Debtor shall be responsible for any additional
obligations accruing post petition since the filing of the Sales Motion under the Assigned
Contracts through the date of Closing, and a portion of the Purchase Price may be applied to pay
the same.

11.  On or as promptly after the Closing Date as practical, the Cure Amounts to which no
objections have been filed, or to which the Buyer and applicable non-debtor contract party have
agreed as to the allowed Cure Amounts, shall be paid.

12.  The Buyer shall only be required to assume the Assigned Contracts, subject to the
applicable Cure Amounts, and the Debtor shall not be deemed to assume any executory contract
that is not assigned to the Buyer.

13.  There shall be no rent accelerations, assignment fees, increases or any other fees charged
to the Buyer as a result of the assumption and assignment of any Assigned Contract.

14.  Pursuant to sections 105(a), 363 and 365 of the Bankruptcy Code, all parties to the
Assigned Contracts are forever barred and enjoined from raising or asserting against the Buyer
any assignment fee, default, breach or claim or pecuniary loss, or condition to assignment,
arising under or related to the Assigned Contracts existing as of the Closing or arising by reason
of the Closing, except for any post-petition amounts that are Assumed Liabilities being assumed
by the Buyer under the APA. Payment of the Cure Amounts shall be deemed to discharge the
Debtor’s obligation to: (i) cure, or provide adequate assurance that the Debtor will promptly
cure, any defaults under the Assigned Contracts and (ii) compensate, or provide adequate
assurance that the Debtor will promptly compensate any non-debtor party to the Assigned
Contracts for any actual pecuniary loss resulting from any default under the Assigned Contracts.



15.  In accordance with sections 365(b)(2) and (f) of the Bankruptcy Code, upon transfer of
the Assigned Contracts to the Buyer, (i) the Buyer shall have all of the rights of the Debtor
hereunder and each provision of such Assigned Contracts shall remain in full force and effect for
the benefit of the Buyer notwithstanding any provision in any such Assigned Contract or in
applicable law that prohibits, restricts or limits in any way such assignment or transfer, and(ii) no
Assigned Contract may be terminated, or the rights of any party modified in any respect,
including pursuant to any “change of control” clause, by any other party thereto as a result of the
consummation of the Transactions.

16.  The Debtor shall reject all executory contracts relating to the Distribution Systems that
are not Assumed Contracts, pursuant to Section 365 of the Bankruptcy Code, which rejection
shall be effective on the Closing Date by serving a Rejection Notice to the holders of those
executory contracts that are not Assumed Contfracts.

17.  The transfer of the Assets to the Buyer pursuant to the APA and this Order constitutes a
legal, valid, and effective transfer of the Assets, and shall vest the Buyer with the same right, title
and interest of the Debtor in and to the Purchased Assets free and clear of all liens of any kind or
nature whatsoever (but for the Assumed Liabilities and the Permitted Liens) notwithstanding any
requirement for approval or consent by any entity (as defined in Section 101(15) of the
Bankruptcy Code).

18.  From and after the entry of this Order, the Debtor, and all third parties with notice of the
sale shall not take or cause to be taken any action which would interfere with the transfer of the
Assets to Buyer in accordance with the terms of this Order or the APA or the use and operation
by the Buyer of the Assets.

19.  The transfer of the Assets to the Buyer pursuant to the APA is an exchange for
consideration by the Buyer constitutes reasonably equivalent value and fair consideration under
the Bankruptcy Code and under the laws of the United States, any state, territory, possession or
the District of Columbia.

Additional Provisions

20. On the Closing Date of the Transactions, each of the Debtor’s creditors, secured or
otherwise, are authorized and directed to execute such documents and take all other actions as
may be necessary to release their liens in the Assets, if any, as such Liens may have been
recorded or may otherwise exist.

21. If any person or entity asserting a security interest has filed financing statements,
mortgages, construction liens, mechanic’s liens, judgment liens, lis pendens, or other documents
or agreements evidencing liens or encumbrances with respect to the Assets, and has not delivered
to the Debtor and/or the Buyer prior to the Closing Date, in proper form for filing and executed
by the appropriate parties, termination statements, instruments of satisfaction, and/or releases of
all liens which the person or entity has with respect to any of the Assets then (a) the Debtor or
the Buyer are hereby authorized and directed to execute and file such statements, instruments,
releases and other documents on behalf of the person or entity with respect to the Assets and (b)



the Buyer is hereby authorized to file, register, or otherwise récord a certified copy of this Order,
which, once.filed, registered, or otherwise recorded, shall constitute conclusive evidence of the
release of all liens in the Assets of any kind or nature whatsoever.

22.  Any notices required to be given to the Debtor’s employees pursuant to any federal or
state labor or similar laws shall be the sole responsibility of Debtor, and the Buyer shall have no
liability for Debtor’s failure to do so. Buyer shall have no obligation to pay wages, bonuses,
vacation pay, severance pay, benefits of any kind (including without limitation accrued unpaid
medical benefits), or incentives, or retention payments, workers compensation, or unemployment
benefits or any other payment with respect to employees or former employees of the Debtor.

23.  This Court shall retain exclusive jurisdiction to implement and effectuate the provisions
of this Order and the APA and to resolve any issue or dispute concerning the interpretation,
implementation or enforcement of this Order and the APA and any subsequent agreement as
required to be entered into between the Debtor and the Buyer pursuant to this Order, or the rights
and duties of the parties hereunder or thereunder, including, without limitation, any issue or
dispute concerning the transfer of the Assets free and clear of liens, claims, interests or
encumbrances.

24.  Any stay, modification, reversal or vacation of this Order will not affect the validity of
any obligation of the Debtor to the Buyer incurred under this Order. Notwithstanding any such
stay, modification, reversal or vacation, all obligations incurred by the Debtor under this Order
and the APA prior to the effective date of such stay, modification, reversal or vacation will be
governed in all respects by the original provisions of this Order, and the :Buyer is entitled to the
rights, privileges and benefits granted in this Order with respect to all such obligations.

25.  The transactions contemplated by the APA are undertaken by the Buyer in good faith, as
that term is used in Section 363(m) of the Bankruptcy Code. Accordingly, the reversal or
modification on appeal of the authorization provided herein to consummate the transactions shall
not affect the validity of the Transactions as to the Buyer, except to the extent such authorization
is duly stayed pending such appeal prior to such consummation. The evidence presented or
proffered has demonstrated that the Buyer is a purchaser in good faith of the Assets and is
entitled to all of the protections afforded by Section 363(m) of the Bankruptcy Code.

26.  The terms and provisions of this Order shall be binding in all respects upon and shall
inure to the benefit of, the Debtor, its estate, and their creditors, the Buyer and its affiliates,
successors and assigns, and shall be binding in all respects upon any affected third parties
including, but not limited to, all persons asserting liens in such Assets, notwithstanding any
subsequent appointment of any Chapter 11 or Chapter 7 trustee(s), upon which such terms and
provisions likewise shall be binding.

27.  Based upon the evidence presented or proffered, it has been determined that the Buyer
shall not be deemed to (a) be the successor in interest of the Debtor; (b) have, de facto or
otherwise, merged with or into the Debtor; or (c¢) be a continuation of the Debtor.



28.  The failure specifically to include any particular provision of the APA in this Order shall
not diminish or impair the effectiveness of such provision, it being the intent of the Court that the
APA be authorized and approved in its entirety. Likewise, all of the provisions of this Order are
non-severable and mutually dependent.

29.  The APA and any related agreements, documents or other instruments may be modified,
amended or supplemented by the parties thereto, in a writing to be signed by all parties, and in
accordance with the terms thereof, without further order of the Court, provided that any such
modification, amendment or supplement does not have a material adverse effect on the Debtor’s
estate.

30. Nothing contained in any plan confirmed in this case or any Order of this Court
confirming such plan shall conflict with or derogate from the provisions of the APA or the terms
of this Order.

31.  The Closing on the Transactions cannot occur without the authority of the state and local
governmental jurisdictions from which the Debtor currently has the authority to operate its
respective utilities. The Court acknowledges that obtaining such regulatory authority may take a
number of months and accordingly, that the Debtor shall be required to continue to operate the
Jellico Utility and the Three ABF Utilities until such transfers are approved by the Court.

32.  As requested in the Motion, the Debtor is authorized to pay, from the proceeds of the
Purchase Price with respect to the respective assets, the amounts owing to the state and local
governments for taxes as identified in the motion in reduced amounts as agreed to by the Debtor
and by such taxing authorities, up to the amounts as set forth in the Motion without further Order
of this Court. Notwithstanding the foregoing, and except for any Permitted Liens, Buyer shall
have no obligation to pay any remaining outstanding liabilities of Debtor with respect to any
state, local or federal taxes.

33.  This Order constitutes a final and appealable order within the meaning of 28 U.S.C. §
158(a). Notwithstanding Bankruptcy Rules 6004(h) and 6006(d), and to any extent necessary
under Bankruptcy Rule 9014 and Rule 54(b) of the Federal Rules of Civil Procedure, as made
applicable by Bankruptcy Rule 7054, the Court expressly finds that there is no just reason for
delay in the implementation of this Order. In the event that all conditions precedent to closing
have been met or waived under the APA, the Debtor and the Buyer are hereby authorized to
consummate the Transactions upon entry of this Order or as soon as reasonably possible
thereafter.

34.  In the event that the Buyer does not timely perform, or otherwise fails to close on the
Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may have under the APA, the Winning Back-Up Bid of Powell Clinch
shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility,
and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.
Accordingly, in such event, the findings, orders and the provisions of paragraphs 1 through 35 of



this Order with respect to the Buyer and the APA and the consummation of the Transactions
shall also be deemed to equally apply to the Winning Back-Up Bidder and the Winning Back-Up
Bid on the sale of the Jellico Utility only. Notwithstanding, Powell Clinch’s closing on the
purchase of the Jellico Utility on the terms and conditions set forth in its Winning Back-Up Bid
and herein shall then be at its option and it shall not be obligated to so close, unless it
subsequently agrees to do so. '

35.  Debtor’s counsel shall promptly return the Earnest Money Deposits of $50,000 each that
counsel received from Powell Clinch and Delta Natural Gas Company, Inc. of Westchester,
Kentucky with their bids.

Copies to:
Default List

Roberta M. Rossi

Law Offices of Roberta M. Rossi

8904 FM 2920

Spring, Texas 77379

(Counsel for Navitas Assets, LLC, Buyer/Winning Bidder)

Herbert B. Williams, Esq.

Stokes, Williams, Sharp & Davies

920 Volunteer Landing Lane, Suite 100

Knoxville, TN 37915

(Counsel for Powell Clinch, Winning Back-Up Bidder)

TWENTY LARGEST CREDITORS

Baker & Hostetler
PO Box 70189
Cleveland, OH 44190

Sandra Burgin, Executrix
Estate of James D. Burgin
83 Pineway Street
Crossville, TN 38555-4894

Del Gasco, Inc.
3617 Lexington Road
Winchester, KY 40391

Flatiron Capital
950 17th Street, Suite 1300
Denver, CO 80202



Gatherco, Inc.
5772 Dressler Road NW
Canton, OH 44720

Internal Revenue Service
ACS Support - Stop 813G
PO Box 145566

Cincinnati, OH 45250-5566

Kentucky Department of Revenue
Division of Collections

501 High Street

PO Box 491

Frankfort, KY 40602

Kentucky, City of Albany
PO Box 129
Albany, KY 42602

Pickett County Tennessee

c/o Sue Whited, Clerk and Master
1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Kentucky, Clinton County
c/o Ricky Riddle

100 South Cross Street
Albany, KY 42602 ‘

Ohio, Dept. of Taxation
Public Utility Tax Section
PO Box 530 ,
Columbus, OH 43216

Pennsylvania, Commonwealth of

Office of the AG

Financial Enforcement

564 Forbes Avenue, 5th Floor, Manor Comp.
Pittsburgh, PA 15219

Commonwealth of Pennsylvania

Dept. of Revenue, Bureau of Compliance
PO Box 280946

Harrisburg, PA 17128-0946



Potesta & Associates
7012 MacCorkle Avenue, SE
Charleston, WV 25304

Tennessee Dept. of Revenue

Andrew Jackson State Office Building
500 Deaderick Street

Nashville, TN 37242-0700

Campbell County Tennessee
Wm. F. Archer, Clerk and Master
Box 182

Jacksboro, TN 37757

Tennessee, City of Byrdstown
PO Box 325
Byrdstown, TN 38549

Pickett County Tennessee

¢/o Sue Whited, Clerk and Master
1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Utility Pipeline, Ltd
Attn: David J. Eigel, President
5900 Mayfair Road
Canton, OH 44720

West Virginia State Income Tax Dept.
Internal Audit Division

PO Box 1202

Charleston, WV 25324-1202

HitH
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Management

Richard Varner - CEO

Mt Richard Vamer brings over 31 years of petroleum industry experience to the
Navitas Companies. He has held positions in a number of downstream and
midstream operations as well as being involved directly in oil and gas producing
entities.

Vamer, a native of Wichita, Kansas, attended the University of Nebraska on a
full athletic grant-in-aid, receiving a Bachelor's degree in Business Administration
in 1976. He received his MBA from the University of Kansas in 1978.

Upon graduation Vamer worked on the crude petroleum trading desks for the
Coastal Corporation in the U.S. and Europe. In addition he served as an equity
partner and trader at Questor Petroleum, and held trading positions at Avant
Petroleum, a whally owned subsidiary of Mitsui & Company, USA.

In 1982 Vamer retumed to the Coastal Corporation to head domestic crude oit
operations, and helped form and run its commodity trading operations, during
this period and served on NYMEX crude oil contract advisory committee.

Vamer transferred to the U.S. West Coast as head of Coastal’s West Coast
refining and marketing subsidiary, Pacific Refining Company. During this
assignment as Pacific’'s CEO, The Coastal Corporation and The China National
Chemical Import and Export Company, (SINOCHEM) formed a jdint venture to
own and operate the Pacific Refining Company. Vamer chaired this arganization
until leaving in 1991 to form and own Newport Petroleum, Inc.

Newport Petroleum was primarily engaged in the marine transportation, and
terminalling of petroleum products along the West Coast of the United States,
Canada, Mexico and Hawaii. Newport Petroleum eventually grew its operations
to include 9 ocean-going tug and barge units, with primary operators in Alaska,
California, and Washington. Cabrillo Shipping, an affiliated company, was the
first container-on-barge operation between the ports of Los Angeles/Long Beach
and Mexico.

Since the sale of Newport Petroleum in 2003, he has actively been involved in

the acquisition of LDC and pipeline assets in the natural gas industry through
Navitas Utilities, LLC.

http://www.navitasutility.com/management.html
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Thomas Hartline - President

Growing up in the farming community of Bakersfield, Calif. gave Thomas Hartiine
a strong affinity for rural America. Working for 20 years in the energy and heavy
construction industries provided him the insight to know that energy is the
measure and blood of a modemn sodety.

Hartline was aware that America's rural populations had declined steadily since
the end of World War If. He decided to use his education and experience to
breathe new fife into smali-town infrastructure and fill a need not being met by
major utility companies, which are better equipped to serve larger cities.

In 2007, Hartline and his business partner Richard Vamer formed The Navitas
Companies in Irvine, Calif. o make strategic investments In the energy assets of
fural America’s communities. Their mission was to acquire existing utilities and
bring them up to standards necessary for homeowners and famming operations to
thrive and for businesses and factories to focate in and utilize the stable and
talented farming community workforce.

The Navitas Companies consist of two entities, Navitas Assets, LLC (NALLC),
an energy assets holding company designed to develop energy projects and to
physically operate energy assets, and Navitas Utility Corparation (NUC), which
provides administration, operational and support services to utility companies.

NALLC's first acquisition in May 2007 was Fort Cobb Fuel Authority serving
1,500 customers in Caddo and Washita Counties of Oklahoma with 600 miles of
natural gas distribution pipeline. Since then, NALLC has acquired seven
additional systems in communities throughout Okiahoma totaling 1,200 miles of
pipetine, serving 4,500 customers. The company’s growth strategy includes
expansion into additional underserved Okiahoma markets, as well as other
states across America.

One of NUC's priorities is to utilize, through renovation, existing buildings to
serve as the company’s satellite offices, while preserving their local flair and
histaric value. Hartline heli that by successfully investing in these
communities, NUC is helping rural towns create an environment where new
businesses can locate. “All that’s needed is a small seed of investment to create
a new sense of business growth,” he said.

Prior to forming The Navitas Companies, Hartline worked as a consuitant in the
energy industry where he leamed to navigate the heavily regulated environment
of energy utilities. He held nearly every position as a contractor, from a union
apprentice aperator to director.

EXHIBIT

H

At TOH Construction Consulling in Lake Forest, California, Heg




Intemational. The project was designed to improve supply flow for the land-
locked nation of Uganda to help spark new economic development. He also
implemented the tumaround management and divestiture of a Chilean pipeline
subsidiary ARB Chile Ldta, as well as tumaround management of operations and
divestiture for a Guyana mining subsidiary of Rock Creek Energy. He arranged
for mare than $100 million in asset-backed new loans for numerous entities.

While at TDH, Hartline also worked on a long-term consulting assignment with
Stackdale investment Group. This included extensive work on the development
of Mammoth Lakes Gas Distribution System in Califoria. This unregutated
propane-based system delivers more than a half-million gallons per year to
residential and commercial customers in a mountain resort community. Over the
five-year assignment reventie from the addition of new businesses and homes
tripled from $250,000 to $750,000. and eamings increased ten-fold fram $25,000
to $250,000.

Prior to his work in the energy field, Hartline worked for the Bay Area branch of
Granite Construction Cornpany as a senior large jobs estimator and project
manager.

Harlline eamed a Bachelor of Arts in liberal studies from California State
University, Bakersfield. He holds a Master of Construction Management from the
University of Southem California and a Master of Business Administration from
the University of Califomia, lrvine. He is a licensed general engineering
contractor and a citizen of the Chickasaw Nation.
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