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APPLICATION OF KENTUCKY FRONTIER GAS 
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V. ) 

) 
HARRY THOMPSON, THOMPSON ENERGY, ) 
ET. AL. AND OTHER UNKNOWN ENTITIES ) 

O R D E R  

B.T.U. Gas Company, Inc. (“BTU”), a Kentucky corporation that owns, operates, 

and manages facilities used for the distribution of natural gas to the public for 

compensation in Magoffin County, Kentucky, is a utility subject to Commission 

jurisdiction pursuant to KRS 278.01 0(3)(b) and KRS 278.040. KRS 278.280(2) directs 

that the Commission prescribe rules and regulations for the performance of services by 

utilities. Pursuant to that statutory directive, the Commission has promulgated 807 KAR 

5:006, which establishes general rules for the operation of a utility and 807 KAR 5:022, 

which prescribes general rules for the operation of a gas utility. 

KRS 278.020(1) states that “No person, partnership, public or private 

corporation, or combination thereof shall commence providing utility service to or for the 

public . . . for furnishing to the public any of the services enumerated in KRS 278.010 . . 

. until that person has obtained from the Public Service Commission a certificate of 

public convenience and necessity require the service . . . .” 



Richard and Pamela Williams (“the Williamses”) of Magoffin County, Kentucky, 

the former owners of BTU, are involved in a personal bankruptcy and, on August 11 , 

201 I , the bankruptcy Trustee contracted with Kentucky Frontier Gas, LLC (“Frontier”) to 

operate BTU, on behalf of the Trustee for six months. Since Frontier’s appointment the 

Commission has been made aware of certain concerns involving the BTU system and 

possible unlawful third-party interference with Frontier’s authority to manage and 

operate BTU. These concerns include BTU customers being misled and inappropriately 

removed from the BTU system, the unauthorized use of BTU facilities, and the 

syphoning of gas from BTU’s pipelines. Upon information and belief, the Commission 

has attempted to identify the parties involved and the extent of these infractions. 

On November 18, 201 I , Jeff Derouen, Executive Director of the Public Service 

Commission, contacted Harry Thompson (“Mr. Thompson”) via certified mail regarding 

the assertions made by the Williamses to employees of Frontier that Mr. Thompson, or 

one of his companies, was providing gas to certain locations and customers that 

Frontier believed to be BTU customers.’ The Williamses further stated that these 

locations and customers were not part of BTU but were owned by Thompson Energy. 

Frontier employees were instructed by the Williamses to stay away from these areas 

and customers. As these areas and customers are identified to be within the BTU 

service area in Magoffin County, Kentucky, Mr. Thompson was asked to explain what 

’ Letter from Jeff Derouen, Executive Director, Public Service Commission, to 
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Harry Thompson (dated Nov. 18,201 I ) .  



involvement he or one of his companies had in this situation.2 A copy of Mr. Derouen’s 

November 18, 201 1 letter is attached hereto as Exhibit I. 
\ 

A letter dated December 19, 2011, received by the Commission on January 3, 

201 2, Mr. Thompson responded as follows: 

Our company purchased the pipelines that you mentioned in 
2006 but did not sell any gas to people along the line but we 
furnished the pipeline to B.T.U. Gas Company, Inc. for the 
use of their customers. 

Since the filing of bankruptcy by the Williams, our company 
has supplied gas to those people without charging because 
we believe it would not be fair to them to cut off their supply 
of gas.3 

A copy of Thompson’s letter of December 19,201 1 is attached as Exhibit 2. 

On January 13, 2012, Mr. Derouen sent a follow-up letter to Mr. Thompson 

requesting clarification of his response and the circumstances of his involvement in 

providing gas to BTU  customer^.^ A copy of Mr. Derouen’s January 13, 2012 letter is 

attached as Exhibit 3. In a letter dated January 27, 2012 and received by the 

I 

I 

Commission on February 2, 2012, Thompson responded to Mr. Derouen and admits 

that he is providing free gas to 31 BTU customers and has been since July of 2011. 

Neither Harry Thompson, nor any company or entity he owns has ever sought 
or been authorized by the Commission to operate as a utility in the Commonwealth of 
Kentucky . 

Letter from Harry Thompson, President of Chattaco, Inc., to Jeff Derouen, 
Executive Director, Public Service Commission (received Jan. 3, 201 2). 

Letter from Jeff Derouen, Executive Director, Public Service Commission, to 
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The customer list was provided to Mr. Thompson by Richard and Pam  william^.^ A 

copy of Mr. Thompson’s January 27, 2012 letter is attached as Exhibit 4. 

On January 18, 2012, Frontier, as the current operator of BTU, filed a formal 

Complaint with the Commission against the following: Harry Thompson; Thompson 

Energy; Chattanooga Company or Chattaco; Wilon Gathering; entities associated with 

Mr. Thompson or Richard or Pam Williams; and other unknown entities. Frontier 

contends that its right and obligation to operate BTU is being disrupted to such an 

extent that BTU’s ability to provide utility service to its customers has been impaired by 

the “unauthorized, uncompensated use by foreign entities.” Frontier requested in its 

Complaint that the Commission order Harry Thompson, Thompson Energy, 

Chattanooga Company or Chattaco, Wilon Gathering, entities associated with Mr. 

Thompson or Richard or Pam Williams, and other unknown entities to: 

[Clease their improper and unlawful service to certain 
customers of BTU and of diverting gas supplies of BTU and 
Frontier to their own use without authorization by this 
Commission or BTU and for a determination of ownership of 
certain pipeline facilities. 

Frontier further maintains that during the five months that it has operated BTU on 

behalf of the bankruptcy Trustee, it has encountered many customers who have been 

receiving unmetered gas, flat rate gas, and free gas from BTU. 

KRS 278.160(2) provides that “No utility shall charge, demand, collect, or receive 

from any person a greater or less compensation for any service rendered or to be 

rendered than that prescribed in its filed schedules, and no person shall receive any 

Letter from Harry Thompson, President of Chattaco, Inc., to Jeff Derouen, 
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service from any utility for a compensation greater or less than that prescribed in such 

schedules.” 

According to Frontier, many of these free or reduced rate customers claim that 

they are entitled to continue receiving gas on these same terms because of contracts or 

agreements that they have with BTU or Richard or Pam Williams. Upon review of the 

Commission’s records, there are no such contracts or agreements between BTU and 

any customer that have been filed and approved by the Commission. 807 KAR 501 1 , 

Section 13 provides that “[elvery utility shall file true copies of all special contracts 

entered into governing utility service which set out rates, charges or conditions of 

service not included in its general tariff.” 

In response to the issue concerning customers who are claiming to be.entitled to 

free or reduced rates, Frontier has requested that the Commission find: 

[Alny agreements, transfers of facilities, easements rights of 
way agreements or other transfer of service, rights or 
property by BTU or Richard or Pam Williams or others acting 
on their behalf be declared unlawful. 

A copy of Frontier’s Complaint is attached hereto as Exhibit 5. 

Based upon the foregoing, the Commission finds prima facie evidence exists that 

there has been a pattern of intentional interference with BTU operations by Harry 

Thompson, Thompson Energy, Chattanooga Company or Chattaco, Wilon Gathering, 

entities associated with Mr. Thompson or Richard or Pam Williams, and other unknown 

entities, and that BTU has provided free and reduced gas to certain customers, 

purportedly based on an agreement or contract, without Commission approval, in 

violation of the laws and administrative regulations set forth above. 
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The Commission, on its own motion, HEREBY ORDERS that: 

1. This proceeding is initiated to investigate the activities of Harry Thompson; 

Thompson Energy; Chattanooga Company or Chattaco; Wilon Gathering; entities 

associated with Mr. Thompson; Richard and Pamela Williams and entities associated 

with them; and other unknown entities regarding the following: 

a. Improper and unlawful provision of natural gas service to certain 

customers of BTU; 

b. The diverting of gas supplies and facilities of BTU and Frontier to 

their own use without authorization by the Commission or BTU; and 

c. A determination of the legality of any agreements, transfers of 

facilities, easements, rights of way or other transfers of service, rights or property by 

BTU and Richard and Pamela Williams. 

2. The letters from Jeff Derouen to Harry Thompson dated November 18, 

201 1 and January 13, 2012, the letters from Harry Thompson to Jeff Derouen received 

January 3, 2012 and February 2, 2012, and, the Complaint filed on January 18, 2012 

are all made.a part of this proceeding. 

3. Harry Thompson and Chattaco, Inc. shall, no later than February 17, 

2012, respond under oath to this Order of the Commission with an original and ten 

copies. 

4. The response to be filed with the Commission shall be served upon all 

parties of record. Service of any document or pleading shall be made in accordance 

with 807 KAR 5001 , Section 3(7), and Kentucky Civil Rule 5.02. 
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5. All documents that the Commission requires any party to file with the 

Commission shall also be served upon all parties of record at or before the time of filing. 

Careful attention shall be given to copied material to ensure its legibility. 

By the Commission 

I KENTUCKYPUBLIC 1 
SERVICE COMMISSION 

Case No. 2012-00028 



Steven L. Beshear 
Governor 

Commonwealth of Kentucky Leonard K. Peters 
Secretary Public Service Commission 
Energy and Environment Cabinet 21 1 Sower Blvd. ’ 

P.O. Box 615 
Frankfort, Kentucky 40602-061 5 

Telephone: (502) 564-3940 
Fax: (502) 564-3460 

psc.ky.gov 

David L. Arrnstrong 
Chairman 

James W. Gardner 
Vice Chairman 

Charles R. Borders 
Commissioner 

November 18, 201 I 
CERTIFIED MA$L 

WEBURN RECEIPT REQUESTED 

Mr. Harry Thompson 
3875 Hixson Pike 
Chattanooga, TN‘ 3741 5 

Dear Mr. Thompson: 

The Commission is in receipt of two separate documents titled “Agreement and 
Bill of Sale,” both dated February 15, 2006 by and between B.T.U. Gas Company, Inc. 
(“BTU”) and Wilon Gathering Systems, Inc. (“WGSI”). Both documents were signed on 
February 15, 2006 by Pam Williams, President of BTU, and Harry Thompson, President 
of WGSI.‘ For reference purposes, the agreement that pertains to the construction of a 
pipeline by BTU for WGSI that begins at the P&R Trust property will be referred to as 
“Agreement One” and the agreement that pertains to the construction of a pipeline by 
BTU for WGSl that begins at the Mountain Parkway will be referred to as “Agreement 
Two.” Pursuant to “Agreement One,!’ BTU agreed to construct and lay a “gathering 
pipeline” in Magoffin County, Kentucky for WGSl in the following location: 

P&R Trust property located on Craft Creek and running 
across the easements of Alvin Minix, Greg and Manuel 
Minix, Paul Bailey and Carl J. Howard; thence along the 
bank to the railroad and following the railroad track along the 
Howard property to the Carver Church across Rob Minix and 
Paul Bailey properties; thence leaving Travis Shepherd 
property, Hager Minix, Patrick property, Ronald Minix, 
Franklin Bailey, Tommy Frazier, Larry Lee Arnett, R.C. May, 

Both Agreement One and Agreement Two state that it was prepared by Wilon 
Gathering Systems, Inc., 3875 Hixson Pike, and Chattanooga, Tennessee. The 
signatures of Pam Williams and Harry Thompson at the end of both documents were, 
notarized on February 15, 2006 by Stacy Dodd, a notary of Hamilton County, State of 
Tennessee. In addition, Agreement Two appears to have been recorded in Magoffin 
County, Kentucky, on October 28, 2011. According to the records of the Tennessee 
Secretary of State, “Wilon Gathering Systems, Inc.” was inactivated on August 24, 
2004, with its name changed to AXG, Inc. It appears that the name on the documents 
“Wilon Gathering Systems, Inc.” was inactive at the time both agreements were 
executed. 

1 
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Mr. Harry Thompson 
November 18,201 1 
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and Willard Bailey to the compressor station located on the 
James Edgar Arnett property. 

Agreement One describes the construction of a “gathering pipeline” which begins 
and ends in Magoffin County. The beginning of the pipeline is stated as the “P&R Trust 
property located on Craft Creek” with the pipeline’s ending point being the “compressor 
station on the James Edgar Arnett property.” 

Agreement Two likewise describes the construction of a “gathering pipeline’’ in 
Magoffin County, Kentucky by BTU for WGSl in the following location: 

From the Mountain Parkway along State Route 30 to Middle 
Fork School a distance of approximately four (4) to five (5) 
miles. 

According to the above .description, the pipeline begins and ends in Magoffin 
County. The beginning of the pipeline is the Mountain Parkway with the pipeline ending 
point being the “Middle Fork School.” 

As you may be aware, Richard and Pamela Williams (“Williams”) have filed for 
individual bankruptcy protection in the U.S. Bankruptcy Court in the Eastern District of 
Kentucky.‘ Because of the pending bankruptcy, the Williams currently have no 
authority or control over any component of the BTU system. The Bankruptcy Court has 
appointed a Trustee, who is in possession and control of BTU. Through an agreement 
between the Trustee and Kentucky Frontier Gas, LLC (“Kentucky Frontier”), Kentucky 
Frontier is operating BTU at this time. Recently the Williams have contacted Kentucky 
Frontier and stated that certain locations and customers that appear to be within the 
BTU service area in Magoffin County “do not belong to BTU” because “Harry 
Thompson,” or one of your companies, owns the lines and provides gas service to the 
customers in those locations. Companies that have been connected to you by the 
Williams or that have otherwise been identified include Thompson Energy, Wilon 
Gathering Systems, Inc., AXG, Inc., Wilon Resources of Tennessee, Inc., US Natural 
Gas Corp of W, Wilon Resources, Inc., Chattaco, Inc., CBG, Inc., Bluegator, Inc., and 
others not stated herein. 

Based upon these explicit representations made by the Williams, along with the 
two Agreements, the Commission has now been made aware that you have natural gas 
operations in the area. In particular, the Commission must now identify the exact 
location of your pipelines as well as the names and addresses of any customers that 

‘ In re: Richard Dow Williams and Pamela Jean Williams dba Circle J Farms, 
Case No. 10-70767, United States Bankruptcy Court, Eastern District of Kentucky. 
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you are providing with natural gas service. This information is necessary in order for the 
Commission to determine your status as either a gas company with gathering lines or 
as a public utility, since the regulatory requirements are different for each. While the 
Bankruptcy Court will make the final determination regarding the disposition of the 
Williams’ assets, including BTU, the Commission maintains regulatory authority over 
natural gas operations, regardless of whether they are part of the BTU system or they 
are outside that system. 

The details of your natural gas company’s operations will determine whether it is 
considered to be a gathering company or a public utility. While stated to be a “gathering 
pipeline” in both Agreement One and Agreement Two, the actual operation of the 
pipeline determines whether it is a public utility under the jurisdiction of the Commission 
or is a gas company with gathering lines subject to state and federal regulations. In 
determining whether your gas company is a public utility, definitions found in KRS 
278.010 must be applied to the details of your natural gas company’s specific 
operations. 

KRS 278.010 states in pertinent part: 

(2) “Person” includes natural persons, partnerships, 
corporations, and two (2 )  or more persons having a joint or 
common interest: 

(3) “Utility” means any person . . . who owns controls, 
operates, or manages any facility used or to be used for or in - 

connection with; 

(b) The production, manufacture, storage, 
distribution, sale, or furnishing of natural or 
manufactured gas, or a mixture of same, to or for the 
public, for compensation, for light, heat, power, or 
other uses; 

(c) The transporting or conveying of gas, crude oil, 
or other fluid substance by pipeline to or for the 
public, for compensation. 

If the operation of your company falls within KRS 278.010(3) above, it is a public 
utility, and the laws and regulations affecting public utilities in the Commonwealth of 
Kentucky must be complied with and observed. This includes, but is not limited to, 
compliance with the Kentucky Revised Statutes, Chapter 278 and the Kentucky 
Administrative Regulations, Title 807, Chapter 5. 
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If however, the Commission determines that your company is not a public utility 
but is a gas company with gathering lines, the requirements that apply are different. 

KRS 278.470 defines a company transporting oil or gas by pipeline as a common 
carrier: 

Every company receiving, transporting or delivering a supply 
of oil or natural gas for public consumption is declared to be 
a common carrier, and the receipt, transportation and 
delivery of natural gas into, through and from a pipeline 
operated by any such company is declared to be a public 
use. 

A pipeline company which obtains natural gas from producing wells but does not 
meet the definition of a public utility is considered to be a gathering company. . 

KRS 278.485 describes requirements that in part apply in this situation: 

Every gas pipeline company obtaining gas from producing 
wells located within this state, upon the request of the owner 
of the property on or over which any producing well or gas 
gathering pipeline is located or the owner of real estate 
whose property and point of desired service is located within 
one-half (112) air-mile of said company’s producing gas well 
or gas gathering pipeline, shall furnish gas service to such 
owner and applicant, subject to and upon the following 
terms, conditions, and provisions, to-wit: 

(1) The gas service shall be furnished at rates and 
minimum monthly charges determined by the Public 
Service Commission. 

(2) The company, at its own expense, shall 
provide, install, and maintain the necessary gas 
meters. 

(3) The construction of each service line; the 
installation, type, and number of automatic gas 
regulators and gas meter or meters, and the 
connection there of with the gas producing well or 

KentuckyUnbridledSpirit.com An Equal Opportunity Employer MIFID 
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pipeline shall be under the supervision of the Public 
Service Commission . , . and shall conform to such 
standards of safety, location, and convenience as 
may be prescribed by said commission. 

(5) The provisions of this section shall apply only 
to producing gas wells and to gas pipelines commonly 
know as gathering lines. 

(8) Every gas pipeline company obtaining gas 
from producing wells within the state shall offer each 
surface owner the right of a tap or hookup for natural 
gas from any gathering line which crosses the surface 
owner's property. The cost of the tap or hookup-shall 
be borne by the consumer. 

Regardless of whether your company is determined to be a public utility or a gas 
company with gathering lines, it is subject to and must comply with the federal safety 
regulations of the Pipeline and Hazardous Materials Safety Administration, U.S. . 
Department of Transportation, 49 CFR s192- Transportation of Natural and Other Gas 
by Pipeline: Minimum Federal Safefy Standards. 

The information contained in Agreement One and Agreement Two, as well as the 
representations made by the Williams, indicate that you are operating a gas company in 
Magoff in County, Kentucky. A review of the Commission's records, however, reflects 
that nothing has ever been filed for or on behalf of WGSI, or for any of your other 
companies. It is important that the Commission have accurate information from you 
directly and requests that you respond to this letter within days regarding the above. 

VGfkar 
Attachments 
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December 19,2011 

Jeff Derouen 
Executive Director 
Public Service Commission 
Commonwealth of Kentucky 
P.O. Box 61 5 
Frankfort, Kentucky 40602-3940 

Dear Mr. Derouen: 

JkM - t 2012 
PUBLIC SERViCE 

COrWsa/rlSSl ON 

I am in receipt of a letter addressed to me dated November 18,201 1 wherein you inquire whether Chattaco, 
Inc. is a public utility within the meaning of the various code citations you referenced. 

Our company purchased the pipelines that you mentioned in 2006 but did not sell any gas to people along the 
line but we furnished the pipeline to B. T. U. Gas Company, Inc. for the use of their customers. 

Since the filing of bankruptcy by the Williams, our company has supplied gas to those people without 
charging because we believe it would not be fair to them to cut off their supply of gas. 

I would appreciate any advice, direction or help in this matter because we desire to cooperate with the 
commission in any manner that we can. 

Sincerely, 

Harry Thompson 
President 

HT/tb 

3875 Hixson Pike Chattanooga, Tennessee 37415 Phone 423.468-1702 Fax 423.468.1703 E-mail chattacoinc@yahoo.com 

EXHIBIT 2 
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Steven L. Beshear 
Governor 

Leonard K. Peters 
Secretary 
Energy and Environment Cabinet 

Commonwealth of Kentucky 
Public Service Commission 

21 1 Sower Blvd. 
P.O. Box 615 

Frankfort, Kentucky 40602-061 5 
Telephone: (502) 564-3940 

Fax: (502) 564-3460 
pSC. ky.gQV 

January 13,2012 

Harry Thompson 
c/o Chattaco, Inc. 
3875 Hixson Pike 
Chattanooga, TN 3741 5 

David L. Armstrong 
Chairman 

James W. Gardner 
Vice Chairman 

Dear Mr. Thompson: 

Thank you for your response to my November 18, 201 1 letter regarding B.T.U. 
Gas Company, Inc. (“BTU”). You have asked for “any advice, direction or help in this 
matter because we desire to cooperate with the Commission in any manner that we 
can.” Commission staff is agreeable to provide such assistance but in order to do so, 
we need the following questions answered. 

As I stated, both Richard and Pamela Williams have told employees of Kentucky 
Frontier Gas, LLC (“Kentucky Frontier”), the company appointed by the Bankruptcy 
Court to operate BTU, that part of the BTU system was separately owned and served by 
“Thompson Energy” and these customers did not belong to BTU. The Williams’ 
statements and your response have raised several questions that I would appreciate 
you answering as quickly as possible. You state that the reason you began providing 
gas to these customers was because of the Williams’ bankruptcy and your concern 
about BTU customers not having any gas. Specifically, you state: 

Our company purchased the pipelines that you mentioned in 2006 
but did not sell any gas to people along the line but we furnished the 
pipeline to B.T.U. Gas Company, Inc. for the use of their customers. 

Since the filing of bankruptcy by the Williams, our company has 
supplied gas to those people without charging because we believe it 
would not be fair to them to cut off their supply of gas. 

My questions are as follows: 

I .  What is the name of your company that is providing gas to these BTU 
customers? Please provide the full name and address of the company. If the address 
is a post office box, please provide the office location. 

KentuckyUnbridledSpirit.com An Equal Opportunity Employer MIFID 
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Mr. Harry Thompson 
January 13,2012 
Page 2 

2. 

3. 

When did you ,,,st begin providing gas to BTU customers? 

How did you know the names and addresses of these customers? 

4. 

5. 

How many customers are being served by your company? 

What are the names and addresses of each of these customers? If the 
address is a post office box, provide location description. 

6 .  

7,  

Are all of these customers metered? If not, explain. 

What is the average volume of gas being provided monthly to each 

What is the average volume of gas being provided monthly to 

customer? 

8. 
customers? 

9. Do you have any other compaqies operating in Kentucky? If yes, provide 
the name, address, and the nature of the business for each of those companies. 

The Commission needs for you to respond to the above questions within seven 
days of this letter. Because of this period of uncertainty for BTU and its customers, it is 
the Commission’s intention to identify and resolve any outstanding issues that may arise 
during this time of transition. Your assistance is appreciated. If you have any 
questions, please .feel free to contact Virginia Gregg, Public Service Commission, 21 1 
Sower Boulevard, Frankfort, KY 40601, Telephone 502-564-3940, Ext. 407. 

VG/kar 

KentuckyUnbridledSpirit.com An Equal Opportunity Employer MIFID 

http://KentuckyUnbridledSpirit.com


January 27,2012 

Jeff Derouen 
Executive Director 
Public Service Commission 
Commonwealth of Kentucky 
P.O. Box 61 5 
Frankfort, Kentucky 40602-061 5 

FEB -8 20112 
PUBLIC SERVICE 

COMMISSION 

Dear Mr. Derouen: 

I am in receipt of your letter dated Januarj 13,2012 wherein you have listed nine (9) questions and our 
response is as follows: 

Question 1: Chattaco, Inc., 3875 Hixson Pike, Chattanooga, Tennessee 37415, has provided gas to B.T.U. Gas 
Company, Inc. 

Question 2: Chattaco first started to provide gas to B. T. U. Gas Company, Inc. in July 201 1. On August 15, 
201 1 I received a telephone call fiom Kentucky Frontier Gas, LLC with reference to supplying them with gas. I 
offered to sell gas to them but I received no response to my offer. 

Question 3: I was supplied a list of gas customers of B. T.U. Gas Company, Inc. by Richard and Pam 
Williams and those customers have continue to receive gas without charge. 

Question 4: There are thirty-one (3 1) customers now receiving gas without charge. 

Question 5: A list of such customers is attached to this response. 

Question 6: All of the listed customers have a meter. 

Question 7: The average volume of each user is approximately I O  mcf/m. 

Question 8: The average volume of gas being furnished to the listed customers is approximately I O  mcf/m but 
the meters have not been read since August 15,201 1. 

Question 9: Chattaco, Inc. has various leases and gas wells located in Magoffin County, Kentucky but have 
not commenced operations. AXG, Inc. 3875 Hixson Pike, Chattanooga, Tennessee 3741 5 has assets in Floyd County, 
Kentucky but is not in operation. 

. We will lend any assistance in resolving the outstanding issues that might be involved in this matter. 

President 
HT/tb 

3875 Hixson Pike Chattanooga, Tennessee 37415 Phone 423.468-1702 Fax 423.468.1703 E-mail chattacoinc@yahoo.com 

EXHIBIT 4 
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OAKLEY LINE ClJSTOMERS 

1. Tex Helton-P.O. Box 1151, Salyersville, KY 41465 
2. Kristie Rudd Nellipewitz - HC 60 Box 477, Salyersville, KY 41465 
3. Jared Rudd - HC 60 Box 619, Salyersville, KY 41465 
4. Bill Rudd - HC 60 Box 619, Salyersville, KY 41465 
5. Aaron Salyer - Rt. 4, Salyersville, ICY 41465 
6. Larry & Wanda Salyer - HC 60 Box 472, Salyersville, KY 41465 
7. Jack Juniper - HC 60 Box 493, Salyersvilie, KY 41465 
8. Billy & Theda Salyer - HC 60 Box 497, Salyersville, KY 4146s 
9. Hager Minix - HC 60 Box 613, Salyersville, KY 41465 
10. James J Howard -HC 60 Box 615, Salyersville, ICY 41465 
11. Donald Minix - c/o Hager Minix - HC 60 Box 613, Salyersville, kY 41465 
12. Lynette Blanton - HC 60 Box 614, Salyersville, KY 41465 
13. Travis & Angie Shepherd - HC 60 Box 498, Salyersville, I(Y 41465 
14. Travis & Angie Shepherd -same as above 
15. Shirley Shepherd - HC 60 Box 449, Salyersville, KY 41465 
16. Paul Bailey - HC 60 Box 503, Salyersville, KY 41465 
17. Paul Bailey - same as above 
18. Ann Williams - HC 60 Box 513, Salyersville, KY 41465 
19. Rob Minix - HC 60 Box 538, Salyersville, KY 41465 
20. Carver Church Building - c/o Manuel Minix Carver Rd., Salyersville, KY 41465 
21. Delos or Ora L Push - HC 60 Box 540, Salyersville, KY 41465 
22. Alvin Minix - HC 60 Box 499, Salyersville, KY 41465 
23. Johnny Salyer - HC 60 Box 544, Salyersville, KY 41465 
24. Linda Bryant - HC 60 Box 545, Salyersville, KY 41465 
25. Wendell Cole - HC 60 Box 546, Salyersville, KY 41465 
26. Lester Minix - c/o Hager Minix, HC 60 Box 613, Salyersville, KY 41465 
27. Carl Howard, Jr - HC 60 Box 345, Salyersville, KY 41465 
28. Joe Salyer - HC 60 Box 558, Salyersville, KY 41465 
29. Tonya Caudill - HC 60 Box 568, Salyersville, KY 41465 
30. Arthur Cole - HC 60 Box 568, Salyersville, KY 41465 
31. Louise Adams - HC 60 Box 570, Salyersville, KY 41465 
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VS. CASE NO. 2012- 
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In the Matter of: 

KENTUCKY FRONTIER GAS 
COMPANY, LLC AS BANKRUPTCY 
OPERATOR OF B.T.U.GAS COMPANY 

J 

JAN I IS 2012 
PUBLIC SERVICE 

COMMISSlON 

Kentucky Frontier Gas Company, LLC (Frontier), by counsel, petitions for an order 

directing Harry Thompson, Thompson Energy, Chattanooga Company or Chattaco, Wilon 

Gathering and entities associated with Thompson or Richard or Pam Williams et. al to 

cease their improper and unlawful service to certain customers of B.T.U. Gas Company 

(“BTU”) and of diverting gas supplies of BTU and Frontier to their own use without 

authorization by this Commission or BTU and for a determination of ownership of certain 

pipeline facilities. 

In support of its petition the following information is provided. 

I. Kentucky Frontier Gas, LLC is a Colorado company authorized to do business in 

Kentucky. Its address is 4891 Independence St., Wheat Ridge CO 80033. Managing 

partners are Robert Oxford, Steven Shute and Larry Rich. A copy of its articles of 

organization and its certificate to operate in Kentucky were filed in Case No. 2008-00394. 

2. The former owners and operators of BTU, Richard and Pam Williams, are 

involved in a personal bankruptcy case which has encumbered BTU’s ability to continue 

operations. Frontier was appointed operator of BTU by the bankruptcy trustee in Case No. 

EXHIBIT 5 



10-70767-TNW on August I I , 201 I. 

3. Frontier as operator of BTU filed a tariff for a Gas Cost Adjustment mechanism 

on October 31, 201 1. The tariff was approved for rates effective on and after November 2, 

201 1 in Case No. 201 1-00374. 

4. Frontier as operator of BTU filed a tariff for an emergency Gas Cost Adjustment 

mechanism on December 20, 2011. The tariff was approved for rates effective on and 

after January 9,2012 in Case No. 201 1-00512. 

5. Frontier has learned in five months of operating the BTU system that the Lost & 

Unaccounted for gas (LBU) is inordinately high. For the August-December billing period, 

the L&U of BTU is at about 59%. In other words, almost 315th~ of the gas purchased by 

BTU simply “disappeared”. Some of this discrepancy is from leakage, but Frontier 

assisted BTU in a leak survey of the system in 2010 and believes leakage is a minor 

issue. Some of the L&U is due to inaccurate measurement, because most BTU meters 

are old and are apparently not under any meter testing program. Frontier believes that 

most of the L&U is plainly use by customers without meters, of which Frontier has found 

about 60 so far; and by foreign entities taking gas from illicit connections. 

6. Under Commission rules, a gas utility cannot recover gas costs for more than 

105% of its volumetric sales to customers. The L&U discrepancy between gas volumes 

purchased from suppliers versus gas costs recovered from customers results in a 

significant financial impact, as Frontier must subsidize the gas cost recovery losses 

incurred by BTU. 

7. Frontier has found that the BTU system was interconnected with foreign 

pipelines. Three separate illicit connections to the Sigma system (now Frontier - Cow 

Creek) have been discovered and removed. These were direct and clandestine 

connections with no meter, both below- and above-ground, where BTU was improperly 

taking gas from Sigma. Area producers have similar stories, where BTU concealed 

connections to take un-measured gas from producing wells and pipelines. 



8. On or about October 25, 201 1, Frontier received a call from a BTU customer 

who wished to remain anonymous. The customer recounted a conversation with Pam 

Williams which purported to transfer the customer’s account to Thompson Energy of 

Lexington, Kentucky. Information from customers in this area suggests that they are 

concerned about their gas supply and about uncertainty of the authorized gas supplier. 

Many fear the consequences of multiple gas operatives in the area. 

9. On further investigation, Frontier found two pipeline segments which have 

served BTU customers for years, but which are now claimed by former owners Richard 

and Pam Williams as belonging to “Thompson Energy”, which has no approved PSC tariff 

and no record of existence in Kentucky. These two segments at Hendricks and Oakley 

are still connected directly to BTU mains with no meter, just a block valve separating the 

putative Thompson lines from BTU. Frontier has closed these valves, but later found them 

slightly opened and feeding gas to the foreign “Thompson” pipeline sections. 

I O .  The Hendricks segment is a 2-inch PE main that runs about two miles along 

Route 30 southwest of Salyersville from the Mountain Parkway into the Hendricks 

community. This segment serves a former school known as Hendricks Middle Fork 

School. 5ased on information Frontier has developed as operator of the BTU system and 

on information from a former BTU employee now working for Frontier, this meter was 

classified as a BTU customer for about I 5  years. This segment was identified by Richard 

Williams to Frontier manager Robert Oxford as being a part of BTU in October, 2010. In 

direct conflict with this representation to Frontier, Richard Williams later produced a 

document purported to be a “deed” to sell this pipeline segment to Harry Thompson of 

Wilon Gathering. This document was executed in February, 2006, but not filed in the 

Magoffin County Clerk‘s office until October, 2011. Na such sale or transaction was 

submitted by BTU for approval by, nor was it approved by the Commission. A copy of this 

document is attached as exhibit 1. 

11. The Oakley system consists of at least two segments of 2-inch or 3-inch PE 



main south of the Oakley community in the southern part of Magoffin County. BTU has 

meters on two “legs” of the system in this area, the main leg south-southeast along Rt. 

1635 and the Chesapeake rail system into Bee Tree Branch, and a shorter leg along Right 

Oakley Creek Road. These two legs seem to be precisely described in a document 

“Descriptive Summaries of B.T.U. Pipeline, Inc. Service Areas and Pipelines” prepared by 

the Commission staff as Appendix Exhibit B for the original Case 92-220 that created the 

BTU utility. Copy attached as exhibit 2. 

At that point in time - 1992-94 - the Oakley system was mainly old steel 6-inch lines 

FG-51 and G-39 stretching 13,000 feet and 2500 feet along Rt. 1635, with “also some 

service on.. . Right Branch Oakley Creek“ (See exhibit 2 Section E on pages 5-6). Bee 

Tree Branch (See exhibit 2 Sec I on page 9) is similarly described as an old 4-inch steel 

line tying into the Oakley G-39 line, same area. The old steel lines have been replaced 

with PE, but these descriptions of BTU 1994 seem to precisely match BTU 201 1 as 

recalled by the former BTU employee, now employed by Frontier. It appears from the 

investigation that there were 25-30 customers historically connected to and billed by BTU 

Gas on this section of Oakley Road, which are now claimed by Thompson et at. 

12. Frontier has not completed its investigation and may likely identify such former 

customers on other segments formerly operated as BTU. 

13. In Case 92-220 many of these same issues were presented to the 

Commission. The Commission determined the scope of the BTU system and of its 

unlawful activities. A letter from the Commission’s Executive Director to Frontier dated 

November 28,201 1 summarizes the findings in the case. It is attached as exhibit 3. 

To avoid additional harm to BTU by loss of customers and loss of gas due to 

unauthorized, uncompensated use by foreign entities, Frontier seeks an order directing 

Harry Thompson, Thompson Energy, Richard or Pam Williams or any other entity from 

improperly serving certain customers and from the improper use of pipeline segments of 

BTU. 



Frontier requests that the Commission compel the immediate and complete 

reinstatement of any and all gas line segments and customers to BTU Gas as they are 

identified and to authorize Frontier to disconnect illegal connections and install metered 

service to all affected customers. .. 

Frontier further requests that the Commission find that any agreements, transfers of 

facilities, easements rights of way agreements or other transfer of service, rights or 

property by BTU or Richard or Pam Williams or others acting on their behalf be declared 

unlawful. 

3 

V I 2 4  W. Todd St. " 
Frankfort, KY 40601 

Attorney far 
Applicant 

502-227-7270 



AFFIDAVIT 

County of Floyd 

Commonwealth of Kentucky 

Affiant, Larry Rich, after being sworn, states that he is a Managing Partner of 
Kentucky Frontier Gas, LLC and that the information contained in this complaint is true and 
correct to the best of his Icnowledge. 

Sworn and subscribed befare me by Larry Rich, the">' day of January, 2012. 

My commission expires:- q -7;cI-r+ 



I 



1: 

1: 

j: 
jj 
/ /  

i/ 

11 03:09p 

'i*lliS AGREEMEN'I' ;WI> IHi.1, 01; !;:\LE, innde and critered inlo this IS"' day of February, 
2006 by and betwxii B.T.U. Gas Ccmpany. Inc , lirrcinnfler referred to as RTU; and Wilon Gathering 
Sysicnis, lnc.. hereinafter rclhrred IO ns WGSI. 

\-\:14ERE.-\S, WGSl l i i is ndvaneccl io Ii'l !J l i d s  to consIruc! and lay a gathering pipcline in 
%lnyol'lin County, Kentucky froin P rY: It 'Trust p i . ' : ~ ~ > t ~ y  located 011 CraFt Crcck and running across the 
eaSFi:leRls 0 1  Alvin Minix, Greg and Manuel &liiii:c, Paul Bailey and Carl J .  Howard; [hence along tbt: 
bank LO rhc railroad and following the nilroad 1riiCk along ;he. I.lowaid property to lhc Carver Church 
across ,Rob 1\1 inix and Paul Bailey propcilies: !hence ltiaving Travis Shepherd property, [lager M i n k  
Patrick propeny, Ronald Minix. Franklin Bailcy, 'I'otnrny Frmier, Law I-ec Amctr, R.C. May, and 
Willnrd Bailey to r l ie eoinprcssor station locatcd 1-111 the Iaines Edgar ,4niett property. 

WHEREAS, U.TU nssens no ownership in  tlie afor,esaid gathering pipeline and desires lo assign, 
trnnslir. sell convey, and set over to WCSl a:iy iiilcresl it inay have in ihe galhering system, and 

14'13IR EAS. BTU dcsircs to establish i l x  owersliip or titie as Lo iiie gathering pipeline sct forth 
herein. and 

LVI4l-:KEAS, BTU may from time to lime have ihe need 10 transporl gas through the gathering 
sysre:n. and 

I V t I E R I ~ h S .  B'fU and WGSI <w and i l i  cansidcratjon ofthe agreemcnls set forth herein the 
parties do iigrcc rls follows: 

1 'Thai BTU does liereby ils!iigii, iranskr. :;ell, c~xivey and set over unto WGSI any inlerest that i t  
may linve in the gathering pipeline in Magot'firi !-c,unty, Kentucky from P LPL R Trust property loea!ed on 
Craft Creek and running across h e  caseiiienl:; ol'.&lvin Minix, Greg and Manuel Minix, Paul Bailey and 
Carl J. I-loivard; thence along tire bank to the rajlrcad atid Following the railroad track along the Howard 
property to  he Carver Clurch across Rob Minis  mid Paul Rsilcy properties. thence leaving Travis 
Slteplierd propeny, Hager Minix. Pairick properiy. Ronald Minix, Franklin Sailcy, Tommy Frazicr. Larry 
Lee Ameli. R.C. May,  and Willard Bnilcy IO tiie ccmprcssor station locsted on the James Edgar Plmett 
prop crt y 

Wilon Ciathcring Systems, Inc 
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STATE OF TCI\IT\IESSEE 

On rhs 15''' day of February. 7,006. brforc itic a Kolary Public in and for said state and county, 
personnlly appeared Pain YJilliarns, Presidciit o,t'B. T. U Gos Company, inc., hiown to be the person 
w l x ~  executed and delivered tlic within Agreement and Bill of Sale and acknowledged to me that she 
cr:ecuted the same h r  thc purposes therein staled. r . 1  I 

I L ~ i ~ ~ l . ~ l l S S l O ~  ESPIRICS: 
April 23,2009 

M y  coinmission expires 

STATE OF TENNESSEE 

On [his 1 5Ih day of February, 2006, bcforz [Tic a Notary Public in  and for said srate and county, 
pcrsonally appeared Harry Thompson, President <if \Vilon Galherings Syslems, Inc., known to be the 
person who cxecuted and deiivercd the within Agzcernc~ and Bill of Sale arid acknowledged to me that 
she executed the same for the purposes therein s t k d .  

I 
'n 't' co~h.uss~opi EXPIRES: 

April 22.2009 

__ M y  commission exiiircs _ _  

TFIIS MSTRUhllENT PREPARED BY. 

W o n  Gathzring Sysicnis. Inc. 
3675 Hixson Pike 
Chattanooga, Tennessee 373 I j 

- By: 
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Wilon Ciathcring Syskm:s, Inc. 
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i 
Magoffin Co Clerk bUG 349 2328 i 

STATE OF TENNESSEE 

COUNTY O F  HAMILTON 

i 

oe:o5:oop rn 11-08-2011 

On this I 5Ib day of Fcbmry, 2006, before ~i ie  a Norary I'ublic hi and t'or mid stalt: and W U I I C ~ ,  
pe~sonally appeared Pan1 Williams, President nf B, T. 3. '21s Company, Inc., know 10 bc l l ie  ~CISOII 
who cxccu~A mid d r l i v o d  Iha within Agecincnl and Bill of Sale and ac(irowler1ged 10 methat she 
eswtited dic: wne for the purposes thereill strZicd. 

M y  uoriimiisioii expins -- 
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APPEND 1 X 

I APPENDIX TO AN ORDER OF TIlE KENTUCKY PUBLXG! SERVfCE 
COWTS$XON IN CASE NO* 92-220 DATED 4/27/94 

INSPECTIOH R&PORT 

B . T , U ,  Pipeline, fnc. 
Magoff in County, Rentucky, 

April 8 ,  1994 

BRIEF - 
On MWrch 23-22; 1994, Commission S t a f f  visited B.T.U. 

Pipeline, Xnc. (B.T,U.). tb i n g p e c t  nll o f  B.T,UI16 pipelines and 

auatomer serviceg and. t a  determine the jurisdictional statufl of 

B , I p . U , ’ s  operatione, Present: for Staf f  were: David Kinman, a gas 

safety investigatbr with the  Commisaibn’s Gaa Pipeline safety 

Branch; and Mark Bostetter and Ralph Dennis with  the Cornmiasion’s 

Gas Brarich. Representing B, ’P \ ,U .  was Richard Williams. 

The pipeline facilities and service are&& inepected fall into 

two ssteqories: pipelines installed or owned by B , T , U .  (Rockhouse 

Pork Area, E l k  Crtek/Eick C t e k ,  Dixie  AvenUe/Auxier Branah, 

LakevFlle Road/Petro); and pipelines originally owned by In l and  Gas 

Company ( I n l a n d )  * The service’  areas in th is  l a t t e r  category and 

the designated ex-Inland pipeline a r e :  Oakley (FG-!51)r Royalton 

(PG-4’7/G-39), Puncheon Camp Creek, S a l t  Lick, and Long Branch 

(Q-39), and Beebree! Qranch (FG-40/41), A l s o  inepected in some of 

thege eervtce area6 wet& l a tera l  lines which B . T . U .  has installed. 

A 1 1  o f  these pipelines have customer services; however, 

responsibility fQr thme cuat;orn.ers connected t~ Ot in t h e  general 

area of p ipe l ines  previouely owned by f h l a n d  is claimed by both 

B.T.U. and Sigma Gas Corporation (Sigma),  a local gas distribution 



Report - B.T.U. Pipeline 

April 11, 2994  
Page 2 

utility providing secviae.in Balyersville and jUriBdiQtiOna1 to the 

Camisision. This dispute, concerning customere most of  whom have 
beeh can8idered in the past t~ be subjetft  to 807 KAR 5:026 (farm 

tap service), is the subjeat oE Civil Action No, 93-CI-00185 in 
Magoffin C i t u u l t :  Court. 

Included in t h i s  report are:  Exhibit A,  a county map which 

depict's kha gsagraphical 3 0 C t i t i Q n  of each pipeJ.,ine/beruice area and 

t h e  exkent  t o  which the  pipeliries are interconnected: and Exhibit 
B, zt series  of descriptive summariea with details on each 

pipeLine/servlce area.  

fWEWTX@ATION 

which Stretoh from north 02 Salyeraville, southward through and 

around ShlyerBville, to the Bull Br'anch &tea eoufh o€ Salyersvillsl 

This interconnected pipeline eystem include8 BeVera1 dead-end 

l a t e r a l  linea from whioh additional service Le provided. In the 

southern  area of this system (Lakaville Road a r e a ) ,  B,T,U. ha5 

ammected its pipeline to the  Petlrb pipeline ( t o  which F3,'P.U. 

cl&i.me owmrPhip)  tihiah had been b u t  1s not  presently connected t o  

a n  Ex-Xnland pipeline (FG-47). 

B . T . U .  also operates a pipeline in tha  vicinity of Highway 110 I 

e&8t  bf Salyersvilla deaignated Rockhouse Fork, It is a dead-end 

Lateral line whlch has been disconnected Esom a pipeline which 

generally parallels Highway 1 x 4  ( t h e  R , C .  Eaergy pipeline), 
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Report - E . T b U ,  Pipeline 
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April 11, 1994 

operated by Sigma and which Sigma considers to be part of its 

distribution system. 

From these pipelines and lateral lines, B , T , U ,  provides  gas 

service to tesbdentl.al and gmall oot&ercial end-users (I According 

to n , T b u & #  t h e  G O U ~ C ~ S  csf gas for  t h i s  portian of its aperlttions 

are local, wella; none of this gas leaves the pipeline system. 
B , T , U ,  has ales p r s v i d e c ~  service t o  many end-use 

5 .  

gj 
from varibus pipelines previously awned by Inland (and were $tJ \" 
operated by I n l a n d  as gath@ring pipelines): FG-47, FG-51) G - 3 9 )  

and FG-40/41, From some of theae pipelirles, WIT,U. has since 

installed l a t e r a l  Lines to provide service, Same of the customers 

served from 96m@ of th@se lateral lines w@re previously directly 

connected to ex-Inland piperines, FG-47 OL G-39. Pursuant to the 

Court's Order in CI-93-00185, B.T.U. has been ordered to maintain 

service t d  these ~ustorners, bokh those auatomars served directly 

from ex-Inland pipelines and those now served from more recently 

instiidlad Laker81  line^, u n t i l  khe Court issues a f i n a l  ruling, 

According to B.T.U.r t h e  source of gas for  these CUstOmtrs i s  

1 principally gas f lowing  through the G-39 pipeline f a r  ultimate 

delivery t o  Sigma. Gas delivered i n t o  0-39 is from e i t h e r  

Equitable Resources EXplorZtiQn or Deuoa/Global Environmental 

Industries, Tnc.  However, R,IP.U, s t a t e d  that  gas from Local well# 

whicb belong t~ B.TbUI  is used t o  provide service t o  customers now 

connected t o  two of B,T.U. I s  lateral lines. (which are actually well 
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l i m e  fraffi the J. W. Howard and C, K, Steven$ well8 and have been 

diaconfiectcd fro? ex-Inland pipelines), 

During the coursc of thi ls  fnsgection, Mr, Williams sta ted  tha t ;  

a l l  of  his c u s t o r n e r ~ ~  taps and meter sets had been inspect&, by 

t:ommiesion S t a f f  p r i o r  t o  t h e  initiation of any Bervice, except for 
t h e  m m t :  recent group o f  austomers who a t e  provided service i n ' t h e  

r e c ~ r d g ~  S t a f f  ha$ been unable tb locate any dooument8 which 

flndicakc khat: any of B.T,U6's cufitomera' service8 have been 

inspected, exoegt f ~ t  t h e  fmn tap CUBtOlnf9t8 who are presently 

ccrnnocked t a  t h e  G-39 pipeline. Since B.T,U, ha& considered itself 

a farm tap ayatem ptoviding g4s service to customers pursuant t o  

KRP 248,485, Commisf$iofi Staff's inapection of a customer's tap and 

meter set; is required pridr to initiation of service [ e 0 7  KAR 

5 : 0 2 6 ,  Section 3(4)1. 

E!/ 

F f ND INGS 

1. The pipelines which B,T.U, has insballed ( k Creek/Lick 

Creek, Bu€f&lo Creek, and Rixie Avenue/Auxier Brarwh) and acquired 

th rough purchaae (Petrol, along w i t h  t h e  various lateral lines, are 

csperated as a self-contained gag system, t h e  o n l y  purpose of which 

a t  present  i e  t o  prov ide  service t o  end-users. The Rockhouse Fork 

plpeli ize,  while not intereonnecked with  bheae o t h e r  pipelines, is 

agerating in the same manner. Gas aervicet in all of these areas 

represents a distribution u t i l i t y  f u n c t i o n  a6 defined in KRS 

278.O10( 3 )  ( 4 ) .  



2 ,  Metier sets  f o r  customers served Erom t h e  Elk Craek/Lick 

Creek, Dixie Avenue/Auxier Branch and Petfo pipelines genera2,ly 

uornply w i t h  Cornifision regulations for' distribution Edervice. 

IIowBv&~, some meter Sets had atmospheric corro8ian; a limited 

number had copper tubing on khe cutomer side of the meter; and 

some had hose clamps and aboveground p l a s t i c  pipe croniiectltlg the 

customer's service line ttr t h e  meter, 

1 

3 ,  While inspecting t h e  B,T,U.-installed pipelines, Borne 

area1 were observed where: the m i l  had erbded and exposed portione 

of plaatic pipe, At: each of these point6, the depth of the pipe- 

l i n e  d i d  not appear to be adequate and in aomplianoe w i t h  807 KAR 

5 3 0 2 2 ,  BeCtion 7(12)(a); and there  wag no evidence of the instal- 

latien of traoef w i r e ,  8, v l o h t i o n  of! 807 K A B  5:022, Section 

'7(12)(c). Inadequate depth an4 lack of tracer wire i6 a l so  evident: 

on t h e  L i c k  Ct'eek pipelinr! where it ends on Highway 3 3 3 4 , .  and the  

elid of the pipe  is exposed above ground. 

4 .  E*T.U. has instzlled pipeline markers along t h e  routes of 

the p ipe l ine8  it; has installed, However, none appeared to include 

kht2 ~ W ~ C P ' S  name, add lie^^, or telephone number, a vialation of 807 

XG 5:022/ section 14(5)(d)(l) and (z), 

5, The o n l y  current source of gaa for eugtomers connected to 

the FG-55 pigcline (Qakley  6erv ice  area) i a  gaa being backfed i n t o  

the p i p e l i n e  from t h e  0-39 pfpeline. While loca l  w e l l s  are con- 

nected to the FG-40/41 pipelines and are being used to provide 

service  t o  customers connected to these pipelines, no local gas 
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enters the! G-39 pipeline ainoe the v a l v e  at: the interconn&ction ' 

point o f  FG-.40/41 and G*39 is closed. Gas tliervice in each of these: 

instances represents a distribution function a8 defined i n  KR6 
278,040(3)(b). 

6, B.T.U, i t s  a l s o  providing service to Customers connected ' 

t;c, t k r 6 e  lateral linea: the J .  W ,  Howard well line, the C. K. 

Stevent: we11 line? znd t h e  Pitnoheon Camp Creek line, Both t h e  

HowBrd and Steven% well lines used to be but are not: presently 

cdnnected to ex-Inland.pipe l ines , 'FG-43 and G-39 respectively, The 

Punohaofi Camp Creek lateral. ,  which is dirkctly connected to t h e  

G-39 pipqline, has no wells connected t o  I t .  Gas service in all 

, t h t e e  of theae instances represents a dlstribution function as 

def ined  in KRS 2 7 8 . 0 1 0 ( 3 ) ( b ) ,  

RECOMMENDATIONS 

1. B . T . U .  should be dealtired a gas distribution utility and 
be required eo develop and file with the Commission an Operating 

and Mainterlance Plan [807 KAR 5:022, Section 13(2)(b)], an 

Emergency Plan [ a 0 7  KAR 51022, Section L3(9)jr a Damage Preverit ion 

Program (807 KAR 5 : 0 2 2 ,  section 13(8)), and a Drug Testing Plan 

(807 KAR 5r023). 

2 ,  B.T,U. should adopt a standard method of m&ter and 

service Line installation in compliance with 807 XAR 5 : 0 2 2 ,  Sectf-on 

Q ( 2 ) ( B ) ,  arid provide a copy to the Commission and prospective 

cusltomerta, Any rebuilding of exietinq meter s e t s  01: service l i n e s  

should comply with the standard method adopted. 
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* 3 ,  B , ' P . U , ' s  meters and cegul&t;ors at a l l  customer services 

ehauld camply with 807 K A R  5x1222, Section 9(2)(a)# (b), ( c ) #  and 

( € 1  0 

4 .  Test requirement8 for  service lines and plastic pipelines 

b@€ore baing pleaed i n  serviae should c6mply with 8 0 7  KAR S:022, 

Bection I l ( t i ) ( a ) ,  ( b ) r  and ( c ) )  a i d  Section 11(7}(a), (b), (c ) ,  and 

( d l  4 

9, B , T , V ,  should operate i k s  eysstem at pressures in 

Cbmgfiance with 80'7 K R B  5 t 0 2 2 ,  Section 13(12](a) and (b) and 

Ehction 14(13)(a) and ( b ) p  

6. Any service ainelr reinstated fsr reerviee by B . T . t J o r  ar' 

any  facilities which B , l ? ! . U ,  tbandons or inactivat&a, should comply 

w i t h  807 KAR 5 : 0 2 2 ,  Bection 14(14) and (IS), 

7. Each B . T , U .  customer should be separately metered t o  

comply with 607 KAR 5 : 0 2 2 ,  Gection !3(2)(e), i n c l u d i n g  eustomere who 

tkceive gas as cemgematisn for leaseg and rights-of-way 1807 K A R  

5 : 0 2 % ,  Section 8(2)(b)l, B.T,U.should correct any exis t ing  service 
where a csuskomer is not; separately mitered, including three  

aervicea in t h e  P i x i e  Avenue/Auxier Branch service area (Will 

Cofiley, Jimmy Hosltins, and OrveL Howard) and services in t h e  Oakley 

a r m  where t h r e e  custorhers are served from one meter (Ronald Minix, 

S t ; . ,  Jagpar M i n i x ,  and Ronald Minix, Jr,). 

F3.T.U. should also ieplace any inoperable meters at e i i s t i n g  

k i e r v I C e S ,  including the meters fa t  Janet Smith (Dixie AvenUe/Auxier 

Branoh) ;  Dave Montgomery (Oakley): and Randolph Jacksion (Royalton), 
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8 .  B:T.U, '& instaL1atibn of plastic pipe should comply wfth 

$07 #A& 5 : 0 2 2 ,  Sect ion  7(12)(a), ( e ) ,  f d ) ,  ( E ) ,  and ( e ) ,  The dspth 

af lB,'sIU,'s plastic p i p e l i n e s  and whether traaer wfte (or other 

m e a m  of laeation) has been used should be the  focue o f  e follow-up 

i n e p e q i Q n *  
9, E , T . U ,  should immediately addrersrs the  dangerous candi- 

tion8 in the followidg s a r v l c e  ategg viewed during t he  inspection 

to comply w i t h  807 K-AR 5:006, Section 14(1)(b), and notify the 

Csrtlmlssiorz that the coireations have been made: copper tubing a t  

three mater 9 e t ~  i n  Elk Creek (Norma Wbward, V i r g i l .  Plumer and 

Todd ' Plumer);  abbvegtound plaat io  at: one aecvioe (Molly 

Hantgomery), rnnd ill p a i r  of v i s a  grips holding t h e  regulator pin in 

the out; position at: another service (Troy Minix), both in Oakley; 

black plastic pipe a t  two m@!ter s e t s  in Puncheon Camp Creek (Adam 

Risner and Mary Risner); and the u6e of hose clamps a t  m e  meter  

)set: i n  Lakeville ( V i O l d  Minix), 

10. B , T , U .  should  immediately replace t h e  inoperable reguld- 

tor a t  the Phillip Canley meter set in PuncMmn Camp creek to 

campby w i t h  807  KAR 5:022, Section 4(30)(b)l, and notify the.  ' 

CamKdsSion t h a t  the  replaoement has  been made. 

11. The t a r i f f  whioh B.T.U. has submitted in Case No. 92-220 

shbuld be rejected aince it relates to gas service provided 

pursuant to 807 KAR 5:026, B . T . U .  should resubmit its tariff as a 

gas disbribution utility with a l l  ratee,  services,  and rules  I t  

intends to provide, B.T,U,'s t a r i f f  should address in fime manner 
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the Elat rwtee and €ree ga0 whiah B . T . U .  currently provides t o  Borne 

customers, and such rates and service should be in compliance with 

KRS 278,030 and KRS 278.170. 

12, Pipeline markers if istalled by B,T, t ) ,  should comply with 

807 KAR 5 ! 0 2 2 ,  Section 14(5)(d), ( e ) ,  and ( d )  1 and 2 ,  

Respectfully submitted, 

Ralph E, Dennisr Manager 
Gas Branch 

Geologist 

Utility Invest igator  







DEGCRXPTIVE S U W X E S  OF 
8 , T . U .  PIPELINE, IMC, SERVICE AREAS AND PIPELINES 

a. SE3WICE AREA: Rhckhause Fork 

LOCATTON: Hwy. 114 east ,  l e f t  onto R w y .  3415; also include8 

a LataraJ. which urosees Highway 114 t~ awy, 1888, 

_I_- NO. OF CUGTQWS: 5 (inoludeo 1 customer on Hwy, 1888 

Saterclll) 

CBMSYRUCTfON: Approximately 7,000 feet of 2-inch plastic pipe 

( w i t h  tracer wire hccorditrg t o  I3.T.U.).  

GOClRCE OP GAS: 

f;cmagter ( i ) ,  
P r ~ E L s M ~ ( s ) / I W ~ ~ C ~ ~ ? ~ ~ T ~ Q ~ :  The Rockhouee Fork pipeline is 

currently connected t o  a eerie6 o f  active local wells. In the 

past,  t h i a  lir\e was cannected t o  Salyersvillets l o c a l  distri- 

h t l o h  utility when operated as Salyersville Gas Company, Inc. 

The pipeline is preaently disconrlected from the  distribution 

u t i l i t y ,  now operating &a Sigma Ga6 Corporation, 

. .  

Local wells - Cain ( 2 ) ,  ColLinawortb ( 5 ) ,  and 

As cutrefi t ly c o n f i g u e d ,  thlcr system consists of a series 

of well l ines  conneoted t o  a p ipe l ine ,  th rough which gas is 

moved t o  p r o v i d e  service t o  four end-users. i3,T.U. has also 

l a i d  a l a t e r a l  pipeline from t h e  Rockhouse Fork l i n e ,  acrose 

m y .  114 t o  Hwy. 1888, t o  provide f ree  gas to a well Owner 

(Calvin Cain), 

8 .  BERVTCE AREA: Elk Creek (includihg May Branch) and L i c k  Creek 

&OCATPTOg: Elk,Creek - Along Hwy. $60 west, right:  onto H w y .  

2419 and ending a t  the  Hwy. 2019/Hwy, 3 3 3 4  intersection; 
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incaudee two l a t e r a l  pigeline&--at May Branch (in t h e  vicinity 

of? H q ,  460) and a gravel road off Hwy, 2019. L i c k  Creek  - 
Begins a t  the'HWy, 2019/HWy, 3 3 3 4  ifiter&eCtiOfi, f b l l O W s l  HWya 

3334 east: until pipeline ends, and includes one lateral on a 

gravtsl road; &nd a second leg o f  Lick Creek fallows Hwy. 2019 

north beyorid t h e  inteteectian w i t h  Hwyd 3334  until t h e  

pipeline ends. 

NOI OB CU6!?0MI2RSr E l k  Creek - 41 
Lick Creek - 10 

cOM~TRuClIO&: Elk Creek - Approkimataly 20,000 fee t  of three- 

i n o h  p b s t i c  with trauer wire (aaoording t o  B.T,U,) along Hwy. 

460 and Hwy, 2019, plus approximately 4,000 feet  of two-inch 

plastic with t racer .  wire (according t o  B.TcU,) f o r  t h e  May 

Branch and grave'l raad l a t e r a l s ,  Lick Creek -Approximately 

7,000 fee t  of three-inah plastic an Hwy. 3 3 3 4 ,  including t h e  

g r a v e l  raad l a t e r a l )  2nd approximately 1 1 , 0 0 0  feet; of thtee- 

i n a h  plastic €or: Hwy, 2019 (beyond the intersection). 
gOURCE @? GAS: Local wells Fred Howhrd (11, Taokett ( 2 ) ,  

Vanderpool ( 2 ) ,  and Conley (l), Martin (I), G. V,  Joseph (S), 

and R ,  c ,  May ( 2 1 ,  

P E P E ~ I N E _ C s ) / l N T ~ C O ~ E ~ ~ I ~ ~ S :  The L i c k  Creek pipeline 

interoohnectg with the Elk Creek pipeline, which in turn is 

interconnected with B,T,U,'s Dixie Avenue pipeline, The 

Hdward well, which is directly connected to t h e  L i c k  Creek 

p i p e l i n e  on Hwy' 3334, is the pzincipal source of gas for  

custamers connected to these pipelines. 

4 

-2- 
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One end of each Leg of the L h k  Creek pipeline enas 

without connaotion 'io anything.  The other ends o f  each leg 

intercanneat to the Elk Creek pipeline which eventua l ly  

interconnects with anather portion df the B.T,U, Bystem ( t h e  

Dixie  Avenue pipeline), A t  present a11 gas which enters these 

pipelines is used t o  provide service to end-users csnnrscted to 

t h w e  pipelines (a8  well a6 CuBtomerS oonnected to other pipe- 

linea owned or cld.med by B n T s U , ) .  

C, F V X e E  &&-.E&: Si2d.e Avenue/Au#ier 13ranoh 

W T X O M :  Begins cn Dixie Avenue (off Rwyn 460 w e t )  and ends 

a t  its interconnection with the Petrcs pipeline owned by B n T a U .  

This p i p d i n e  includes a s&dtion along Auxiet  BranclA which had 

been installed a f ~ w  y m r s  ago, 

W C ! D ! W O N E B 3 :  7 
CONS~IJCTIO%:  Appraximately 7 ,000  feet  of three-inch p l a s t i c  

pipe with tracer wire (according to  B,T.U.), including one 

laikerlslP on gravel road (of€ the newer section of pipeline). 

$OmCE OF GAS: Local wells - Fred Howard (1) and Tackett ( 2 ) ,  

Martin (1.1, G. V.  Jofjepa ( l ) ,  and  R, e ,  May ( 2 ) ,  

P r ~ ~ ~ r M a ( s ) ~ M ~ ~ ~ Q ~ ~ C T ~ ~ ~ ~ i  The Dixie Avenue' pipeline, 

inclcdlng the Auxier Branch section, is interconnected a t  one 

end with t h e  Elk Creek pipeline and at t h e  other end with the . 

Beero pipeline. ThiE pipeline system was interconnected with 

Salyer~ville's local distribution utility i n  the area of the 

Auxier Elranch seotion, A t  present, this canneetion has been 

severed by Sigma Gaa, 

- 3 -  
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Dixie  Avenue/Auxier Branch delivers gas t o  end-users 

directly connected to t h e  pipeline, Some of the customers 

served hsve no meters gince! they are either frltde omtomera or 

billed B f l a t  t a t e ,  One meter h a s  b s m  burnad and need6 to be 

replaaed, 

The source of the gas f o r  theae CustomCrs is identical to 

the 80ufce used far the Elk Creak/LiCk Creek customera. The 

b i x i e  Avenue pipeJ.lne should be considered an interrelated 

p & r t  sf the E2k Ctaek/Llck Creek and PetPo pipeline SyBtemS 

which arc; operated by B,T,U., ( k h e  Petro pipeline i t s  part af 

the Lakeville Road system described herein) .  

D, -E AREA$ LakeatiUte Road 

PWA!PIOg: HWY, 7 South, right O n t o  HWy, 1090. 

WE3 OF cIIsT6ma: 11 

C$%f%llQCT$OM: Approximetely 26,000 feet of four-inch plastic 
plpelifie c a l l e d  the Pctro pipeline (installed several years 

ago by another party); approximately 7,000 feet of two-inch 

plastic pipeline which connects a local we11 ( R I  C, ~ a y )  t o  

the  Pe t ro  pipeline] and approximately 7,000 feet  of a two-inch 

plast ic :  La tera l  line. The two-inch lateral a l w  has a short; 

Lateral paraZleling a grave l  road off  Hwy, 1090, 

. SOURCE OF GAS: Local w e l . 1 ~  - Tackett ( 2 ) ,  G, V. Joseph (11, 

Vanderpool ( a ) ,  R. C. May ( 2 ) ,  Canley and Martin, and Fred 

K'owmrd (1). 

P r P ~ E L N E l s ) / r N T E R C o ~ E C ~ ~ O ~ ~ ~  The Lakeville Road pipeline 

system consists of the Pete0 p i p e l i n e  with t W Q  nlajor laterals. 

I 
I 



The northern end oe the Petro pipel ine interconnects with the 

Dixie Avenue/Auxikt Branch pipeline, while the southern end 

currently interaonnecto with a well line t o  ) 3 , 1 P . U l ' a  G. V,  

Joseph well, The P e t m  pipeline has been discanneetad from 

its  connection to t h e  FQ-47 pipeline (previously owned by 

Inland) e 

A t  present, non8 o€  B,T,U,'8 gas which enters the 

Lakeville Ro&d pipeline gystern flows into the FG-47 pipeline, 

En f a c t ,  the flowl of gas in .FG-47 is t b  t h e  north towards 

Swlyersvilla (thtsugh t h &  Cobra pipeline) for delivery to 

Sigma Gas. All of B.TtUI1s gas is used to provide service t o  

the end-ufiers direatly canneoted to the Petro pipeline oi: 

lateral lines. Like the Dixie Avenue/Auxier Branch aetvice 

area,  there is s fnixtum of paying, fxbel  and flat rate  

customera served €tom t h e  Lakevi l le  Road p ipe l ine  system. 

13, BERVfCE kREBar Ctakl&y Creek Ate8 

L W T f O N :  Bwy, 7 Wouth, r i g h t  onto Hwy, 867 and then left 

snto Kwy, 163fS; a b 2  some service on right tutn off  Hwyo 1635 

(Right Branch of oakley Cceek). 

q2,- OF c a m :  13 

-- GOMBfBePCTfOM: The principal p a r t  af the Oakley syetem is the 

. FG-51 pipeline, a six-inch s tee l  pipeline installed 40-50 

yealto ago. The portion of the pipeline with customers is 

approximately 13,000 f ee t ,  Some of the customers considered 
part of the  Oakley system are fonnetated to and served  from a 
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eectfiicsir of t h e  G-39 pipeiirba in t h i s  areal approximately 2,500 

feet 5E six-inch s tee l ,  

OF GA6t Unclear. TWO wells, Carty and ROW&, are near 

the end oE t h e  PGrrj l  pipeline, In t h e  pastr B.T.U, hasr 

claimed the tight t o  thsse wells, b u t  more recently Devco/ 

Global Environmental has claimed ownerrJhip;, Acoording t o  

k,T.U,, both of t hese  weLls a r e  currently shut  i n ,  and t h e  

wall lines €rom each well have beerl disconnected from t h e  PG- 

53, pipeline, 

In addition, it i s  unclear whether gas which f a  moving 

t h r o u g h  the G-39 pipeline to the FG-47 pipelifit! €or ultimata 

delivery to Gigmw Gae in Salyetsville i3 also being backfed 

into the 92-51 pipeline a t  t h e  FO-SI./O-SS interconnection 

p o i n t ,  Given t h e  absence of any other sources of gasI it is  

likely th4,t  gas for B,S,tr , 's  cuatomere served Prom khe FG-51 

pipeline is coming €ram one or  both of ths48e sources; that is, 

the Carty and ROW wells or gas baclkfed from t h e  G-39 

pipEdlne4 

inkerconnaction is with the G-39 p i p e l i n e .  Aboveground 

plastic was seen a t  one service on t h e  customer side of t h e  

. mete$; and at; anather  se rv ice ,  three cufitorners were being 

served from one meter (at; this s i t e ,  it could not be obnerved 

whether each customer had adequate pressure r egu la t ion ) .  Just 

past t he  t h r e e  customers/ene meter s i t e ,  there waa also a pair 

of v i se  grips holding the r egu la to r  p i n  in the aut position, 

-6- 



Severalpf  t he  customers an t h i s  system are  also f ree  or flat 

ra te  customers. 
F, r;EStVICE ARJ3.A: Rdyaltan Area 

'j;BCLaTEQN: Hwy, 7 sou th  gast the tprn for Hwy, 867, in the 

general vicinity of the communities oE Royalton and S u b l e t t ,  

and t h e  Sandbattom hnd bisadciwEs Br&nch ataaa ,  

ItJO, QP CWSTOHERBr 3 1  

CONB$RUC?TXOqr Some s e r v i c e  i13 directly from the FG-43 and 

0-39 pipetlines, bath of which' are bix-inch steel l t l  t h i s  

s&rvioe area. The remsifiing servioe is Erom two lbOal wells, 

each of which hag a tkre&-imh steel wela line (although t h e  

J, W ,  Howard well line ha8 a sm&ll section of two-inch 

p l a s t i c )  4 

SOURCE OF GAS: Local well6 - 5 .  W, Howard (1) and Gtsvens 

(I)$ and the  G-39 pipeline (probably from $as dnxivered i n t o  

khc?, pl.peline by Detrco or Equitable Regources Exploration f o r  
ultimate delivery to Sigma), 

P z a ~ ~ f ~ E ( S ) / I N ~ E R ~ ~ ~ ~ ~ T r ~ ~ S :  FG-47 conmat$ t o  t h e  Cobra 

pipeline (ownership claimed by Devcb/Global Envitonmeatal), 

which it; threeainch p l e a t i c ,  and w i t h  khe  G-39 pipeline, which 

conne~te with the Columbia Natural Resources system 

. ( apprmimate ly  15-20 milea  east of this a r e a ) ,  According to 

B . T . U , ,  neither of t h e  well lines from t h e  J, W, Howard or 

Stevens Wells is connected to t h e  C-39 pipeline. 

None of the gas currently produced from the J. W, Howard 
and Stevens wells enters the G-39 pipeline and i a  used solely 

-7- 
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ta  provide setvica t o  customers connected to t h e  well lines. 

Gas which enters the 0-39 pfpaline from other sourced iB used 

t o  provid@ service ‘co B . T P I U , l s  cut%tomers directly connected to 

kit& (2-39 pipeline. 

a, SJ’iJ-iVZCE AREA? Puncheon Camp Creek 

S T E Q W :  HWV. 7 South; &I.sQ, from Hwy. 7 left O f i t 5  Hwy, 

1766 

€ ? a b  ~ ~ - c u 8 ’ p o ~ ~ % i  19 

CONSTRUCTION: Most of the service ifi this &tea  i s  from one of 
two l a t e r a l  pipeline5 connected to the G-39 pipeline, 

According t o  B . T , C I b t  t h e  f i r s t  twa-inch plastic l akera i  (which 

’ serves four customers) i a  i f i  the vicinity where the  G-39 pipe’- 

line c!rosse$ Kwy, 1766, and w & 8  installed by another party 

sometime i n  1991, A second two-inch plast ic  lateral wi th  

tracer wire (accordin9 to B,T.Ua} has been installed by B.T.U. 

t o  p r o v i d e  service to 11 cu8tomera who were previously 

d i rec t ly  conneoted to the G-39 pipeline, 

SQWiICE OF CASt cas vhiah has been delivered into the G-39 

p i p e l i n e  Erorn aourcbs okher t h a n  B,T,U. 

~ ~ L ~ N E ( B ) / r a a r ~ ~ ~ ~ C T ~ ~ ~ ~ :  Each of the  lateral pipelines 

irJ connected to t h e  G-39 pipeline, which is interconnected a t  

. one end ( e a s t )  t o  the Columbia Natural Regiurces gathering 

system and a t  the! o the r  end with the FG-47 pipeline. 

A t  Least: i .n one instance a cu8ttrmer‘s regulator needs to 

be replaced; and a t  two other services, black plaatic pipe on 

the customer side csf the meter needs to be replaced. None of 

- 8- 



t h e  gas used f o  provide service to euskomers E m n  either aft 

the two l a t e r a l s  goes anywhere but to the end-use oustomers. 

B. fi.JRVXCE &iE&: Salt  Liok 

LaeArIOp1: Hwy, 7 southt l e f t  onto Hwy. 1734 (past  turnoff for 

fluiy, 1766). 

gHSTIRUC2XICIM: 

$OePRCEOF GASt 

- zPIPEESNE.:( S)/INTERC(@?NECTXOH8: None. Each cuQtomer is 

dlr&!etLy connected to the G-39 pipeline: 

SE3VXCE i%-BE14: Beetree Erarfch (formerly Inland FG40-41 

None (except service lines for  each cuatomer), 

Cas flowing through G-39 pipeline. 
\ 

pipI%u.ne) 

-- LOCATION: 

1?34’ 

Iiwy. 7 south, Left ontolIlwy, 4 0 4 ,  t h e h  right onto 

nao, BP C n S w x a q :  s 

gMS9RUCPTOM: pipeline is four-inch steel i n s t a l l e d  40-50 

years ago. 

SOURC?3 OF GAS: Local wells - Stevena (1) and SaLyer(1). (Six 

other  well& a r e  shut in,) 

P~~EErNE(sl/INTn;,COMNECfTOMS: 

connected t o  t h 6  G-39 pipeline. However, according to B e T , U r r .  

The Beetree Branch pipeline is 

. t h e  v a l v e  at: the intarconnection point 18 clO&Bdr and there- 

fare the  gas being produced by t h e  wells which are! connected 

t o  these p i p e l i n e s  is not enkering the (2-39 pipeline. 
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During the March 21-22, 3.994, inspection S t a f f  aSso 

discuaaed two ofher  pipel ines:  Buffalo Creek and Long Branoh. 

The BuEfaLo Creek pipeline parallels a road o f f  Hwy. 2019, 

paat the turnoff for  Hwy, 3334 ( t i c k  Creek area). It is a 

theoe-inch plastic pipeline of approximately 12,000 feet 

cdrrl~seleid t o  t h e  Lick Creek pigeli.rta, Accatding to R , ' E b U r ,  

theye i t 3  no gas service from t h i B  pipeline at present: 

B.F,CS.'f! intentions a t @  to a x t e n d  the pipeline northeast  t~ 

interconnect with tin Aehland O i l  pipaline, 

Long Branch Is loaated o f f  Hwy. 7 Bouth between S a l t  Lick 

and Bcetree Branch, S i x  customera (all Ecee and meter@d) are 

served from this six-inch And eight-inch s t ee l  pipeline which 

is the C-39 pipeline. B.F.U. stated Sigma now services these 

cu@tomers, and I3 ,T.U.  doee not claim any right t o  this 

SerViGe I 





Steven L. Beshear 
Governor 

Leonard K. Peters 
Secretary 
Energy and Environment Cabinet 

Commonwealth of Kentucky 
Public Service Commission 

21 1 Sower Blvd 
P 0. Box 615 

Frankfort, Kentucky 40602-0615 
Telephone: (502) 564-3940 

Fax: (502) 564-3460 
psc ky gov 

November 28,201 1 

Mr. Larry Rich 
Kentucky Frontier Gas 
2963 Ky. Route 321 
P. 0. Box408 
Prestonsburg, KY 41653 

Dear Mr. Rich: 

David L. Armstrong 
Chairman 

James W. Gardner 
Vice Chairman 

Charles R. Borders 
Commissioner 

I would like to take this opportunity to address the questions and concerns you 
raised in your email to me on November 7, 201 1 , and as clarified during your telephone 
conference on November 14, 201 1 with Commission Staff, regarding the jurisdictional 
status of B.T.U. Gas Company, Inc. Although BTU’ has routinely argued that it is not a 
jurisdictional utility under the authority of the Commission, this claim has never been 
supported and has never been accepted by the Commission. In order for me to fully 
answer your question, I have taken the liberty to discuss the 20-year history of BTU’s 
operations in Magoffin County, Kentucky, as well as the Commission’s long history with 
Richard and Pamela Williams (“Williams”) and BTU, which describes how BTU has 
always operated and been recognized as a local distribution company (“LDC”) in 
Magoffin County. 

1. On May 29, 1992, the Commission established Case No. 92-220, An 
Investigation of Richard Williams, D/B/A B.T.U. Pipeline, Inc. and M5-A7, Inc. after 
Williams, representing both BTU and M5-AI , informed the Cornmission that M5-Al had 
purchased a natural gas pipeline in Magoffin County called the R. C. Energy Pipeline, 
which had been constructed in 1984 by Estill Branham as an extension of Salyersville 
Gas. Williams stated his intention to sever the R. C. Energy Pipeline from Salyersville 
Gas and include it in BTU’s gathering system. The R. C. Energy pipeline represented 
50% of Salyersville Gas’ annual revenue. Salyersville Gas, which was in bankruptcy at 
that time, also claimed ownership of the R. C. Energy Pipeline. On July 20, 1992, at the 
request of Salyersville Gas, the Commission ordered that the proceedings be held in 
abeyance until the conclusion of the Salyersville Gas bankruptcy proceedings. 

While Salyersville Gas’ bankruptcy was pending, Commission Staff inspected 
8TU’s remaining pipeline facilities on March 21 -22, 1994, and prepared an Inspection 
Report on April 8, 1994, which reflected its findings and recommendations. This 

~ . .  . . . . . - 
BTU will refer to both B.T.U Pipeline, Inc. and B.T.U. Gas Company, Inc. 1 
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Inspection Report was ordered filed in Case No. 92-220, and was reviewed by the 
Commission at a hearing on June 3. 1994. At that hearing BTU accepted Staffs report 
as factually accurate and agreed with Staffs conclusion that BTU was operating as a 
gas distribution utility. By Order dated September 21, 1994, the Commission declared 
BTU to be a gas distribution utility pursuant to KRS 278.010(3)(b). That Order also 
incorporated the Commission's prior Order of April 27, 1994, which Conclusively 
established BTU's operations, pipeline system, gas sources, and customer service as of 
March 22, 1994.2 A copy of the April 27, 1994 Order, including the Staff Report dated 
April 8, 1994 is appended to this letter as Appendix A and a copy of the Commission's 
Order of September 2 1 , 1994 is appended to this letter as Appendix B. 

' 

On January 1'7, 1995, in response to the Commission's September 21, 1994 
Order, BTU filed information with the Commission that confirmed that the Salyersville 
Gas Bankruptcy Court had awarded ownership of the R. C. Energy pipeline to Sigma. 
At the time of its Final Order in Case No. 92-220, dated July 6, 2000, the Commission 
noted that Salyersville Gas was then operating as Sigma. 

2. On October 25, 1995 in Case No. 95-103, The Tariff Filing of BTU 
Pipeline, lnc. fo Establish Rafes and Conditions for Service (filed January 17, 1995), 
Williams filed a tariff on behalf of "BTU Gas Company, Inc." Prior to filing this tariff, 
Williams had not notified the Commission that "BTU Pipeline, Inc." had changed its 
name, sold, transferred, or in any way conveyed any of its assets or operations to 
another entity named "BTU Gas Company, Inc." An adoption notice was not filed as 
required. The Commission was informed that BTU Pipeline, Inc. had filed bankruptcy 
 proceeding^.^ 

3. On November 19, 1997, the Commission consolidated Case No. 92-220, 
Case No. 95-029, Case No. 95-103, Case No. 95-513, Case No. 95-377, and Case No. 
96-087 into a Show Cause matter, An lnvesfigafion of Richard Williams d/b/a BTU 
Pipeline, Inc. and M5-AI. This consolidation was done in order to deal with all of the 
outstanding issues involving BTU Pipeline, Inc. alkla BTU Gas Company, Inc. and R. D. 
Drilling and Completion, lnc. On January 22, 1998, in testimony before the 
Commission, Williams stated that when Case No. 92-220 was held in abeyance 
(pending the Salyersville Gas bankruptcy proceedings), "We simply formed a new 

Order of April 27, 1994 contains as  Exhibit B the Staff Report and Map of BTU's lines and 2 

facilities as of March 22, 1994. 

B T U. Gas Company, Inc is currently the only BTU gas utility operating in Kentucky 
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corporation and thought, ‘Hey, we’ll start over.”’ The Commission found that BTU 
Pipeline, Inc. failed to follow the law and the regulations in its “starting-over“ process. 
The Commission also found that evidence taken at the hearing revealed that the assets 
of the companies involved in supplying gas to numerous customers, and the customers 
themselves, were “passed around in what can best be described as a cavalier manner.” 
There was no effort by Williams to inform the Commission that the name “BTU Pipeline, 
Inc.” was being changed or its assets were being transferred to “BTU Gas Company, 
Inc.” 

4. In Case No. 2004-00018, In the Mafter of Sigma Gas Corporation v. BTU 
Gas Company, Inc. (filed on January 14, 2004), Sigma Gas Corporation (“Sigma”) filed 
a complaint against BTU alleging that BTU had extended its gas facilities in and around 
the city of Salyersville, Kentucky by connecting a number of customers that Sigma could 
serve. Sigma also alleged that BTU was serving customers that were previously served 
by Sigma. 

On March 17, 2008, the Commission found that Sigma had been administratively 
dissolved and its assets had been transferred to DLR Enterprises, Inc. (“DLR”) and Cow 
Creek Gas, Inc. (“Cow Creek”). Cow Creek was granted full intervention in this case 
and stood “in the shoes of Sigma.” 

At a formal hearing on June 29, 2004, Estill Branham, President and Manager of 
Sigma, testified about the loss of its customers to BTU. One example was the new 
Magoffin County Courthouse, which Sigma had a two-inch riser at the location prior to 
the courthouse construction and had to cap off and remove some of that line to be out 
of the way during construction. A second example was the Magoffin County Teen 
Coalition, which was being served by Sigma until the Teen Coalition directed Sigma to 
remove its meter, which was replaced by a meter set by BTU. 

In reviewing the evidence presented, the Commission concluded that BTU 
believed that it was some sort of hybrid gas company, either an LDC, a gathering 
company, or a production company, even though this issue had been addressed and 
BTU‘s status as a jurisdictional utility had been established in Case No. 92-220, wherein 
BTU was found to be a LDC under the jurisdiction of the Commission. The Commission 
also found that BTU believed it could serve customers whenever and wherever it 
wanted to, regardless of whether a customer was presently being served by another 
LDC. The Commission determined that the extensions and service by BTU to the 
“new,” “switched,” and “exchange“ customers were not, nor were they ever, in the 
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ordinary course of business, exempt under BO7 KAR 5:001, Section 9(3). Since BTU's 
actions were not exempt, BTU was required to first seek and obtain a CPCN prior to any 
such construction or service connections. 

By Order in this consolidated case, dated June 30, 2009, the Commission found 
that the new service connections by BTU were contrary to established policy and law. 
There was no evidence in the record that Sigma was unwilling or unable to serve the 
customers or areas at issue. The Commission found that BTU was not authorized to 
serve customers of Sigma or any potential customers of Sigma in the Salyersville area. 
Specifically, BTU was not authorized to serve the customers previously served by 
Sigma in the Dixie area of Salyersville, the Magoffin County Courthouse, the Teen 
Coalition, H. C. Prater, Burke Arnett, Tommy Howard, Magoffin County Recycling 
Center, and Tom Bailey's home and garage (WRLV Radio station is listed as connected 
but not served). Finally, BTU was not authorized to serve any new customer in the 
Salyersville area until it had been granted a CPCN to do so. The Commission ordered 
BTU to submit a list of those customers it had begun serving in the Salyersville area 
since June 29, 2004, and Cow Creek was ordered to notify the Commission in writing of 
its intention to serve those customers and the time necessary to construct lines, set 
meters, and service lines to serve those customers. A copy of this June 30, 2009 Order 
is appended to this letter as Appendix C. 

Once again, I would like to emphatically state that BTU is a local distribution 
company, a public utility, subject to the jurisdiction of the Commission. Any claims by 
Williams or BTU to the contrary are false. 

We will continue to closely monitor the entire BTU situation, including the 
Williams actions and activities. Please do keep us informed of any new developments 
or information that you obtain during your operation of BTU. 
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If you have additional questions or concerns, feel free' fo contact me. 

VG/kar 
Attachments 
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