COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

BURKESVILLE GAS COMPANY, INC., KEN-GAS
Of KENTUCKY, INC., AND KEN TURNER

)
)
) CASE NO. 92-178
)
ALLEGED VIOLATION OF KRS 278.300 )

Q R D E R

The Commission has before it Case No. 90-2901 to investigate
the gas supply arrangements of Burkesville Gas Company, Inc.
("Burkesville Gas"), a Kentucky corporation formed in 1990 as a
local gas distribution company. That case was established by
Order entered October 3, 1990 to investigate whether Ken-Gas
Company, Inc. ({"Ken-Gas") had an adequate and reliable supply of
gas to supply the needs of its customers for the 1990-1991 heating
season. Burkesville Gas was made a party to the proceeding by
reason of its application 1in Case No. 90-2942 to approve the
transfer of the assets of Ken-Gas to Burkesville Gas. By final
Order entered in Case No, 90-294 on February 21, 1991, the

Commission approved the transfer of the utility assets of Ken-Gas

1 Case No. 950-250, Investigation to Determine Whether an
Adequate Means for Delivery of Gas is Available to Ken-Gas of
Kentucky, Inc.

2

Case No. 90-294, The Application of Burkesville Gas Company,
Inc. for Approval of the Transfer and Sale of Ken-Gas of
Kentucky, Inc. and Application of Burkesville Gas Company,
Inc. £for an Order Authorizing the Creation and Issuance of
$1,300,000.00 of Long Term Instruments of Indebtedness.



to the newly incorporated Burkesville Gas. In the same Order, the
Commission approved the application of Burkesville Gas to
authorize the c¢reation and issuance of $1.3 million of long-term
instruments of indebtedness to finance the transfer and incidental
construction.

The transfer as approved never tock place. Furthermore to
date, Burkesville has been unable to issue the bonds necessary to
finance the Bsale of the assets of Ken-Gas. Nonetheless,
Burkesville has been the entity responding to the Commission's
concerns in the pending investigation, Case No. 90-290.

In the course of the Commission's proceeding in Case No.
90-290, a lease purchage agreement, attached hereto and
incorporated herein as Exhibit A, was filed into the record by the
principles of Burkesville Gas. That lease agreement demonstrates
that Ken-Gas of Kentucky, Inc., a Commission-regulated Kentucky
corporation, has entered into a capital 1lease agreement with
Burkesville Gas instead of the transfer of assets and the
financing arrangements approved by the Commission in Case No.
90-294. The agreement indicates that the utility assets belonging
to Ken-Gas have been leased to Burkesville Gas for a term of 191
months {or 15.92 years) commencing with the 25th day of January,
1992,

Burkesville Gas, by virtue of the lease agreement, is now the
entity responsible for the day-to-day operation of the gas system
used to supply gas to the residents of Burkesville, Kentucky. The
president of Burkesville Gas is Ken Turner. Mr. Turner holds 49

percent of the stock in Burkesville Gas; Consolidated Financial



Resources, a Texas corporation of public financiers, holds 51
percent of the stock of Burkesville Gas.

Ken-Gas is a Kentucky corporation which provides gas
distribution service and was the entity responsible £for the
original construction and operation of the Burkesville Gas
distribution system. Ken Turner is the president and 51 percent
owner of Ken-Gas. In Case No. 950-29%1 Burkesville Gas represented
that the capital lease agreement referred to above was created due
to Burkesville Gas's inability to issue the bonds necessary to
finance the sale of the assets of Ken-Gas.

The other parties who have entered into the agreement include
Kentucky Energy Transmission Corporation ("Kentucky Energy"), a
gas transporter who is believed to own, at a minimum, 17 miles of
a pipeline used to transport natural gas in the Burkesville Gas
system;3 the Bank of Clinton County, which financed the original
construction of the Burkesville Gés system and which holds a
security interest in the gas distribution system and the Kentucky
Energy pipeline used to transport the gas into Burkesville: and
Consolidated Financial Rescurces, a 51 percent shareholder in
Burkesville Gas.

Recitals contained in the capital lease disclose that Ken-Gas

owes the Small Business Administration ("SBA") $655,000 plus

Ownership or the right to control the remaining five miles of
the pipeline that is necessary to move gas in the Burkesville

Gas system is disputed and is at issue in Commission Case No.
90-2990.



interest. The Bank of Clinton County is the agent for the SBA and
also holds a security interest in the Ken-Gas assets. Kentucky
Energy, the gas transporter, owes the Bank of Clinton County
$192,400 plus interest and the bank has a security interest in the
gas 1line and whatever profits Kentucky Energy receives for the
utilization of that 1line, The leasgse agreement provides that
Ken—-Gas 1lease all assets used to provide gas service including
equipment, plant, tools, and the gas franchise to Burkesville Gas
for a period in excess of 15 years and also requires Burkesville
Gas to enter into a transpeortation agreement with Kentucky Energy.
The Bank of Clinton County agrees to allow Ken-Gas to lease those
assets in which the bank has a security interest in exchange for
Burkesville Gas agreeing to pay $30,000 up front and pay off the
indebtedness owed by Kentucky Energy, beginning May of 1994, in
payments of $10,000 a meonth until the debt is retired.
Burkesville Gas, with the Bank of Clinton County's agreement, will
thereafter pay whatever amounts are necessary to retire the
$655,000 owed by Ken-Gas on the SBA loan by the year 2008. The
agreement provides that all payments made by Burkesville Gas will
first be applied to retire Hentucky Energy's obligation to the
bank and then to retire Ken-Gas's obligation to the bank. Thus,
Burkesville Gas is obligated to retire both notes for two other
jurisdictional entities which are both owned and operated by Ken
Turner.

A further condition of the lease agreement is the execution
of a transportation contract between Burkesville Gas and Kentucky

Energy as a gas transporter. That agreement provides that



Burkesville Gas will not cnly make payments of $10,000 per month
beginning in 1994 on behalf of Kentucky Energy, but that the
payment of such sums are independent of the actual transportation
charge for any Mcfs of gas that are transported on behalf of
Burkesville Gas. Therefore, aeparate and apart from retiring
Kentucky Energy's indebtedness to the Bank of Clinton County,
Burkesville Gas shall also pay Kentucky Energy a 40 cent per Mcf
transportation charge. .

The accounting and reporting requirements for natural gas
companies contained in the Uniform System of Accounts ("USoA"),
the accounting authority prescribed by this Commission, require
that the regulated utility record a capital lease as an asset in
Account No. 101.1, ‘“Property Under Capital Leases" and an
obligation in  Account No. 227, “Obligation Under Capital
Leases~Noncurrent." The jurisdictional utility is therefore.
required by the terms of the USoA to record a long~term cobligation
on its books. KRS 278.300 requires that a utility obtain
Commission authorization before it incurs any evidence of
indebtedness or assumes any obligation for which payment exceeds
two vyears. This lease agreement obligates Burkesville Gas for a
period of 191 months, a period greater than two years.

Based upon the foregoing, the Commission finds that a prima
facie showing has been established that Ken-Gas and Burkesville
Gas have violated KRS 278.300 by failing to obtain prior approval
of the Commission for authority to issue and assume a long-term
obligation or liability with respect to the securities or

evidences of indebtedness of any other person. Accordingly, the



Commission finds that Burkesville Gas and Ken-Gas should be
required to show cause, if any they can, why they should not be
penalized pursuant toc KRS 278.8990 and show cause why the
unauthorized lease agreement and indebtedness thereon shall not be
void.

Based upon the fact that the capital lease constitutes a
transfer of assets from Ken-Gas to Burkesville Gas, the Commission
further finds that a prima facie showing has been established that
control of the Ken-Gas has pasgsed to Burkesville Gas under
conditions and parameters that differ f£rom those approved by the
Commission in 1its Order of February 21, 1931 in Case No. $90-294
and in wviolation of KRS 278.020(4) and (5). Burkesville Gas and
Ken~-Gas should be required to show cause why they should not be
penalized pursuant to KRS 278.990 for their failure to comply with
the Commission's February 21, 1991 Order in Case No., 90-294 and
show cause if any they can why the Commission should not vacate
its Order of February 21, 1991 and void the purported transfer and
the unauthorized capital lease agreement,

As the holder of 49 percent of the stock in Burkesville Gas
and by virtue of his position as president of Ken-Gas and acting
president of Kentucky Energy, Ken Turner should be named in his
individual capacity and should be required to show cause
individually why he should not be penalized pursuant to KRS
278.990 for his failure toe comply with the Order of the Commission
issued February 21, 1991 in Commission Case No. 90-294 and for

procuring, aiding, or abetting in the alleged violations of KRS
278.020 and 278.300.



The Commission further finds that by virtue of its security
interest in the gas distribution assets and its capacity as an
agent for the SBA, the Bank of Clinteon, and, Kentucky Energy as a
corporation which Ken Turner controls as acting president and
which is the gas trangportation utility serving Burkesville Gas,
both should be named as parties to this proceeding. Consclidated
Financial Resources, as the holder of 51 percent of the
outstanding stock of Burkesville Gas, should further be required
to appear as a necessary party to this proceeding.

IT IS TBEREFORE ORDERED that:

1. Burkesville Gas and Ken-Gas represented by counsel and
Ken Turner in his individual capacity shall appear at a hearing
scheduled for June 16, 1992 at 10:00 a.m., Eastern Daylight Time,
in Hearing Room 1 of the Commission's offices at 730 Schenkel
Lane, Frankfort, Kentucky, and show cause if any can be shown why
they should not be penalized for the violations of KRS Chapter 278
and the Commission Order as discussed herein and, shall further
show cause, if any they can, why the Commission should not void
the wunauthorized capital lease agreement and purported transfer,
the unauthorized indebtedness, and its February 21, 1991 Order in
Case No. 950-294.

2. The Bank of Clinton County, Kentucky Energy and
Consolidated Financial Resources shall be made parties to this
preceeding.

3. Burkesville Gas, Ken-Gas and Ken Turner shall within 20
days of the date of this Order file a written response to the

allegations contained herein.



Done at Frankfort, Kentucky, this 1st day of May, 1992.

ATTEST:

PUBLIC SERVICE COMMISSION

L1

Vice Chalrman
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LZADR PURCEASE AOMERNINT

.

THIS .LEASE PUNCEASE AORERMERY, made amd eatered into on

this the 3¢ day of Neon s 1992 by and batvean Xan-GOas

of Kentucky, Ine., & Ksatuocky Corporation, whoss address is

Boute 3, Box 26-A, Albany, Eentucky hareinafter refsrred to as

the LR38OR,. snd Zurkesville Gas Compasy, Ino,, .. Keutuoky. . .. e
Corporation whose adirsss. is:119-Upper Miver, Eurkesville,, ,.-.-‘..m
Kantuoky h2T1T hersinafter referrad to as LBOPER and the Bank R
of Clinton County, whome addresst is Aldany, Kentuoky, hersinatter
rafarred to an SEXCURED PARTY, and Conmolidsted Tinancisl Resources,
Inc., & Texas Corporation, hersinsfter referrsd to as RELEASOR,

and Kentucky Enargy Transmission, Inc., a Kenticky corporstion,

vhose sddress i{s Highway 12T Nortk, Albaany, Kentucky 42602,

hereioafter referred to as KET;
THAT WHEREAS, the LESSOR, Xen~Jdas of Kentucky, Inc. is

the owner of & certsis psrcel of property vhich is zore particularly
described as follows, to-wit!

TRACT NO. 1:

Baginning on an "X" carved in the concrete at the
Horthern right of vay of Upper Rivar Strest, teing
& now corner with Cappsi thence leaving said

right of wvay, severing the lands of Capps along the
West side of the existing building North Ll deg.
26 min. 15 saec. Exnt 69.52 feet to the Northvest
corner of the building vall, a nev cornsr vith
Capps; thence vith the Northern wall of the
building Scuth L9 deg. O0 min. 38 sec, Esst 30.12
feet toc the Northeset coroer of the dbuilding,

& new corner vith Cappsa; thence along the Eastern
vall of said buillding South L1 deg. 24 min. ST
sec, Wast TO.19 feet to & XY carved in the
concrete at the Northern right of vay of Upper
River Street; thence with the Northern right

of way of said street North 48§ deg. 30 min.

00 sec. West 30.15 feet tc the beginning,
containing 0.05 acre, by survey. The sctual

field survey wes conducted by J. A. Staton,

R.L.5. #2603 dated Jsnouvary 15, 1986.

TRACT HO. 2=
This being the same resl estate conveysd to

Ken=Gas of Xentucky, Inc. by Desd dated
January 16, 1986 from Catherine Browvn Capps

Lo Y
EHIBIT A -



and her husbaud, Roy Fred Cappe, Jr., and
duly rwtorded in Deed Jook 87 at Page 9

in the Cuaberlsad.Counsy Oours Olerk's.
Qftice.

Camm me

Reginning on o stael pin at the Norsh Bast
right of way of Upper Eiver-Street; a corser
QOREOR 30 the sorder-of Dwe Telephome, in Deed
Book 6h as Page 363; thanae lesving said right
of way lize, wvitk the line of Duc Telsphone,
North.36 deg. 13 uim, Eaas.105 feas %0 &.
;::c:.nlu. corser 2, a4 corasr gommon S0

o PR PR e 4 7, |

k. lizs.of said.tels e-1ot _Souik. %Y

of way-linercs Vetsrans: Straet; cCORmom™ 40
Duo Telaphoue, thenoe leaving Uno Tslephone,
with o line qommon %0 the right-of way of. -,
Veatarans Btrees, bDased on a 20 foot left and

rLight of un assablished center line, North

36 deg. 1% min. East 52.7 feat ta & steel Pin

in the right of way line of Vetarans Otress,

and & corser to John Qrocs, iz Deed 3ook T2

at Page 36k, thenco changing diresction, leaving

the right of wvay line, vith the line of Oroace,

Lot 74 and % of subddivision, North 53 deg.

West 152 feet %0 & hub of ap axls, & corner

to the origizal marker, and a coruner CORNOD

to Groce and Lloyd Brown, thence changing

direction, lesving droce, vith & line

common to Brown, South 37 deg. 30 ain.

Wett 52.T fewt to & stael pin, common to

Brovn, and contipuing vith the line, %o

Brown, South 35 dag. 15 min, West 125 feet

to the beginoing, containing 0.L08 acres.

The plat of saild real estete ia recorded in

Daed Book 64 st Page 515 in the Cumberland

County Court Clerk's Offices.

This being the seme property conveysd to Ken-
Gas of Kentucky, Inc. by Atlantic Soft Drink
Company, Inc, by Deesd dmted July &, 1L9BT snd
filed of reccord in Deed Book 89 at Page 46h

in thes Cunmerland County Court Clerk's
Office.

THERE I3 EXCLUDED, sand not considered in the

sbove referred transfsr the following described
resl estate:;

Begipning at sn ironm pin (2 iach pipe) next to
the NE R/W of Upper River Straet, corner vith
Duo County Telepbone; thence with said NE R/W
North 50 deg. 03 min., 03 sec, West 4T.03 feet

to an iron pin (1/2 inch rebsr) in line with
the Northvest vall of the Pepsi Cola building;
thence Forth 39 deg. 24 omin. ST sec. Bsst 180.%0
feer to an iroo pin (1/2 ipch rebar) cornsr with
Jaho Groce; thence South 50 deg. 56 min. L7

sec, Eapt 122.0L feet to an iran pin {1 inch pipel
next to the Northwest right of vay of Vaterans
Street; thence with said right of vay Bouth

LO deg. 20 min. L0 mec. West 5L4.53 rfee:t to an
iron pto (2 inch pipe), s corner with Duoc Connty
Talephons; thence with Duo County Telephone far
2 courses: {1) North 49 degz. 56 min. 21 sec.
West TL.1lT feet ta & post; {2) Scuth 39 deg.



v
.

28 min. 50 seg. Wast 123.18 faat to the.
beginaing, containing 0.280 of an acrs,
more or less.

This h;ing the sanme proportf convayed by Xen-Cas

or-Kextueky, Inc. to the Civy of Burkesville,

Kentucky by Deed datsd July 13, 1987 and f£iled

of reaord in Dasd: Book 89 as Page M58 in-the

Cumbarlsnd Couanty Court Glerk's offias.

TEAT VENRRAG, IET iz She owner-of » eortaia tranamission
fts linsy being.spproxiastely:21l.ntles in-lengsh;,. vhiok canrrantly ..
hes HEERIITE o4 by Ren~0ai-oF Kenbioky, Tha. 1o provides "y -ivedr
natural ‘i:%::'iic edty of Burkeaville ﬁiltrlbutlua systenm, B
and in which the LESSER has egiesd to emter into a trensportation
contract with KET for purposes of utiliszing such system to
continue to provide a supply of gas, the terms of such
transportation agreament belng Incorporatad herein by refersnce;

THAT WHEREAB, the LESBOR, Ken-Gas of EKentucky, Inc. is
the current owner of & certain amount of equipment which has
been set forth end attached ss Exhibit A to this document, s
certalin amount of gas plant fixtures vhich is sat forth and
sttached as Exhibit B %o this document, = certsin amount of
tools vhich is set forth and attached as Exbibit € to this
document, and & certain asount of officae furaishings and
equipment which i3 mset forth sod attached s¢ Exhibit D to this
document, and a Franchise Agreement vith the (ity of Burkesville,
Kentucky which is desigoeted snd depoted &8 baving hesn inauned
and suthorized under City Ordinance 1985-10 in favor of Xen-
Gae of Xentucky, Izc., identified in Exhibit E sz well as
certain other miscellanecus itoms suck am certsin gas agreements
vith Centran, certaig right=of~vay easezments, ghs line easenzents
and all meters, regulators, and gas lines presently in place
&8 it pertains to the Burkesville Gas System as identified 12
Exhidbit F; and

THAT WHEREAS, the LESSOR, Ken-Gas of Kentucky, Iac., is
Presently indebted to the SECURED PARTY, ths Bank of Clinton
County and the Small Business Adzminsitration, hereinafter

referred to ss the SBA, in tha amount of $654,909.99, plus



scorusd interes$, and sald ARCURED PARTY has a security interest
in and to the-asswis. sed forsh Sn Exkibise A dhrouwgh Fi and
mr-ms; KET" 13  presently indebbed to the SECURND '
FANTY, the Bank of Clinton County, in the smount of $192,413.10,
pius wcarusd intarest, and the SICURRD PARTY has a sscurity
xatc?cnt in ana te she. sraaportasion line and all profics,.

W ?-l-.

costa for: tho utt:isn‘:é& of ‘sueh tranlpor;lgi;n 145;; inl (LA

THAT VENREAS, ie LESSON, Een-Gus of Kentuciy, Inc., does o
Lareby agres to lemsw the apsets sat forth snd identified
tersinsbove, insluding the real sstate, squipment, fixtures,
and all miscellaneous items of inventory, squipsent, right-of-
VaY eassments, and otherwise 1dentified hereircabove or ideptified
by Exhibits A tirough I as anoexsd hsreto to the LESSEE; and
KET does further agree o sxscute that certain separats simultsaeaus
transportation agresment and addendum thersto with the LEBBEE;
apd

THAT WHEREAS, the RELEASCR, Consolidated Fipancial Resources,
Inc., doe¢s hereby sgree to incorporate the terms of that certain
gale purchase agrasnent enterad into on Beptesber 24, 1590 as
part of this agreement, 30 as to cllov the terms of the opticn
purchase of same to becone effectuated; and

TEAT WHEREAS, the SECURED PARTY hereir agrees to the
Lease Agreement betveen Ken~0as of Kentucky, Inc. and Burkesville
Gas Compmpy, Inc., and further agrees to the transportation
agreement and the sd@gndun thereto between XET and Burkesville
Gas Company, Inc., subject to the stipulations hereinbelow
addressed;

NoW, THEREFORE, for and in conmideration of the recitals

get forth hereinabove, and the mutusl coverants and benefits

t0 be agreed by the parties as set forth hereindbove, and for



- EREEE T n v mRWWN wal .oV Pa an-vw ",

€ood and valuadle considerasion, the ressips azd eurficiency
of ¥hich 15 bersdy sexnowiesges by she LESSOR;. the partiss of"

Thia agresment sgree as follows: n

1}  The LESSOR does heredy agras 10 lesse unte the LSRR

the reald TaLe, squipmany, fixtures, shd variouws. other asgass

o0t forth in Saniwg " ELAUGASSLAANEIT1 eAR IR

"‘"‘“"W—"%’%l s

T et
4y of Januavy, 1992 and ooasznuius*thcr0ltior~tur \h. ycr:ec

v s MR PR
stated herein for as long as seid 1ease r.nstas in fuzl foreeo
and effeoct,

2) The LEOBXX ahall pay & leass mwount in the amount of

$30,000.00 por menth, but for the pericd from January 25, 1992
through Hay 23, 1994 being paid in advance iz the amount of
$30,000.50, payshle at suck time ss the LESSEEZ has receivaed
certain construstion loasm proaou&u trom the BRCURED PARTY, the
Bank of Clintoa County, and then thereafter in the smount of
$10,000.00 per month, with the next such Paynent being due on
June 23, 1994, with such payment being applied first te the
sccrued intersst until suoh time &8 the acorued interest has
been paid in full, and therssfter, the lesss Jayment belng

¢quel %o that amount which will be applied towerd the unpaid
principal and interest at the applicable Bank of Clinton County
snd/or SHA note rate that will be eufficlant to pay off the
balance of the Renk of Clinton County/BBA loan {n full by Janusry
4, 2008, with the Pank and/or SAA notifying the LEBSEE as to
vher the conthly lease payments will change and to what amount,
but until such time as potification has been retaived, the

lcasc peyments remeining the amount of 310,000,00 par month

and due sand paysable on tho 23rd day of each month. The LEESOR,
Ken~Oas of Kentueky, Inc., has authorized the $30,000.00 advance

lcasc payments referred to herein to be paid by the LESBRE on
behnlf of the LEBEOR, KT, d¢irectly to



the SECURED PARTY, the Bank of Clinton County, to fizst apply
toward the acoxned intadest, then the principal of $131,413.10
mmmmm mmmw )
. PRGN - LYaERr =+~ o g e WS
. tb.i.l
$10,000.00 mmu—wm”ﬁqu_ muzua.
mwrmmu—mmumm

3} The SECURED PARTY does harshy covenant and agres with
the LBSSER that as long as this Leass Agreement remains in full
force and affect, and as long as ths LRSSER makes timely monthly
lesase payments as designated hersinabove on behalf of the LESSCR
to the SECURED PARTY, that it shall not forsclose on or
accelexate any amounts dus and owing by the LESSOR to it under
the terms of any lcan documents or Pinancing Statements in which
the LESS0R may have otherwisa pledged certain assets listed
hersin as security for loans that rsmain dus and owing. Nothing
within this covenant shall pravent the- bank and/er the SBN from
snforcing the terms of their security agresment against Ken-Gas
and/ar KET. If for any resason Ken-Gas and/or KET should default
under the terms of such loan documents, requiring the Bank
and/or SBA to declare Ken-Gas and/cr EBT to be in dsfault
tnder the terms of auch loan documents enforcing theix ramedins
thereunder, including acceleration of all payments under
said notes and including regaining lawful posssssion of the
sscurity identified therein, which may include the ssssts
subjsct to this leass agreement, then in such event the SECURED
PARTY and/or ths SBA agrse that the LESSEE shall have ths right
of first refusal to continue leasing the assets that are

identified herein, which may be forsclosed upon by the SECURED

6



PARTY and/or the BBA, ?nder the same terms and copditions as
set forth in this lease agresmens. Tha LESEEE shall ba notifled
in. writing: of such an avs of defaunls Uy the Bank and/or #3A
and the LEBBAR shall exeroise 1is option in writing ta the
Bank sad/or 884 within 30 days thersof.

). IT IS JURTERR AGRERD thas KET and the LESBEE have
"@zizﬁniﬂlﬂaﬁ-!-""" t!llnﬂttltlﬂuhtllﬂlll.‘J'll!.h"l'!ﬁ———“-‘

scre mmn *esnm

giyulznt'on h-hnlt of thm nlsn:: hcrola to 1tn end ccnicnstton

- [ TR, T
for utz;::;txun by the LEBARR "t :urntshtng customers for the

city of Burttsvtllo with commercial gas. It is further undarstcod
8nd agresd that under the teras of such sepsrats sgresment,
the LESHEE shall pay XET w certatin transportation churge squal
ta $.40 cents Per MCF, the terms of wvhich are incarporsted
herein by rafersnce. It is further understood and agreed that
the LESSEE shall make that payment on behalf of KET to the
Bank of Clintons County, and saild bank ahsll apply sams to
reduce the indadbtedusses aved by XET to the Benk of Clinton
Caunty on the $192,413.10 note asm said payments are nade,

5) The LESSOR doss hereby grsnt unto the LESSEE an
option to purchsse the resl estate described on page two and
three and the assets deascribed in A. through F. hereinbelow
for the sum of $8L0,358.08. This option shell remain in rfull
force and effect throughout the duratien of this lemss, apd
may be exercised by the LESSEE by giving uritten notice to the
LESSOR within a time period up to 30 days prior to the expiraticn
date of the lease o}_itn intent to exercise the option for
this amount. The option shall extend to the folloving esasets:

A The two tracts of resl ¢state ovad by Ken~Cas of
Kentucky, Inc. as set forth aa truct numbers 1 and 2 as deserided
hereinabove for the amount of $65,000.00.

B. All items of equipment get forth iz Exhidit A for
the sum of $50,750.00. |



(18 The gas plant Ltens set farth Ln Exhibit 3 for the
sus of §583,M84.

D.. Thes tools ast forth imx Exhibit O for the amoumt of”
$927.50. - '

2. The cffice furniture end equipment 12 Exhidit D for
the amount of tz.ssh.oo.

o

‘_"!;1!.‘01.u..‘.‘.-‘.t“h*‘h—ln—.xhih“n.ntﬂguwq“hk

the m . a.a” ”. P T I I ;
o A SR * - . ‘.. ' - .
TOTAL: $880,358.08 o v

It 1s 'egresd snd understood that if the LISSER daes in
fact exercise safd aption agraament, 1t shall receive ss &
‘eredit toward the total option price set forth hersizabove,
the sggregete amount of leass paynents herstofore psid on
bebalf of the LEBSOR, Ken-GOas of Keatucky, Iac., in reducing
the priucipel or Iinterest oo the Bank of Clinton County snd/or
the SBA note to the BECURED PARTY, the Bank of Clinton County
end/or the SBA, It 48 further understood and agreed that if
the SECURED PARTY, the Bank of Clinton County and/or the 8BA,
is oved funds on the Benk of Clianton County #ndlor the SBA
note a4t the time of the exercise of auch option, the option
procesds shall first be utilizad ia sstisfying ta full %he
femaining principsl and interest halence of the Burkesville
Gas~Bank of Clinton County construction note, then to the
satiafaction of tbhe Btgh of Clinton County=-3BA nota of Ken-
Gaw. The KET note shell contizue to be paid by the assignment
of proceeds from the trannbortation agrecmeant ss referred to
hereinabove until paid in full.

It is further agreed that should the LESS8EE exercise the
option prior to the duration of the laase sxpiring, thst the
LESEOR shall provide a good and marketable title in fee aimple
to its real estate and its equipment, and shall secure sll
necessary lien relesses from such real estate or eguipment,
{including & release ¢f the iadebtedness presontly oved by the.

LESSCR to the Bank of Clinton County apd/or the SRA. The



LEBBOR furthar covonnis- and agrean not to0 allow any lien or
other snoumbranass saffsct the titls to suoh proparsy throughout
the durstion of this lesaa without the LBSSER'S writtea consens.
8} fhtn Lense Agreement shall be spproved by the appropriate
Board of Dirsctors of Kez-Gams of Kaatucky, Ioo., EET, and |

Burkesville Gas Company. T ke

Q) It.1s_unferstood-ssd-sgresd that-should Burkesveydie--Wie
Ges Company; Ino. exsrciss the optiom rotgggii‘té'tQQE

that such assets shall 3» transferred by Kez-Jam of Icntueif,

X3 &
T A A

- - - _.! *r-
In¢. by sapproprists Desd, Bill of Bale, Assigbment, or uther i

vrittan dgcuncntat:on. and at auch time the tyansfer ahall
taks place fres und clear of sall liens and encumbrasces. It
is further clesrly underatood and sgreed that until such time
as the opticn to purchass such assats sre duly affectuated,
this transaction shall bde considered as & lassse sgreonent
betvesz the parties, and the inconme generstsd from such leass
sgreemant shell be fully taxable to Ken-Gas of Kentucky, Ine.
The ssle proceeads from any asset sale upon the electiocn of sny
option hereinabove shall likevise create & texsblo transfer of
corperate aassts in faver of Ken-Oas of Kentucky, Inc. _3339;9

iy

the opticon referred to herein bhe exercised, tha terms of that

certain ssle purchsse agraeaesnt dsted Saptembar 2L, 1990 batveen

———

Ken-Gas of Kentucky, Inc. end Consclidated Financial Rescurces,

s i et

Inc. and the terms of the sale Ppurchase agreement dated February

T, 1951 vetwveen Ken~Gas of Kentucky, Inc. and Burkesville GCas

Company shall merge with the terms of this agreement o 58 to
effectuate saild trnnifar.

8) This lease agreement, and the option provisions
provided therein, skall in no vey effect the ownership of
stock Lnterest in PBurkesville Gas.Conpsny, Inc.

5) The partiss of the first part further agree that
upor the execution of this lesse agreament, Burkaesville Gsa
ney kave the right to enter inte any pipelins lease agresment,

sub~lense agraement, or other necasssry legal documents as it



partains to the comstruation and/or maintensnca of an adsquats
supply of gas to tha City of Burksaville, Kensucky undar the
existing Franohise Agresmsnt.

10} The LESAOR and LRABRE herein acknowledge that they,
through their respesctive Bcard of Directors, have made full
and coaplete disaleaures te 4l materisl and relovant factors
.Telating.to_this. Lasse Agresnsnt, i201ndlng:the - 00RE1ES 0MEA——rri—
thereofy: sad-any-and a1l 1feas and"iadebbedases eFrecting T

title to such assess tdentified therein, and all obligations

pertaining to the Framabise Agresmsnt to tha City of Burkesville,
Kentuckxy, snd that such reprsagntations have bhson relied upon:
by ssch parcty.

1) This leans agreemsnt shall be binding upon the succeasors,
assigns, or 4uly authorized sgents or raprassntstives of the
parties hereta.

12) fThe LEBBOR, Xen-Osas of Kentucky, Inc., sgrees to
indamnify snd hold haraless the LEBSEX of any previous acts,
omissiona, or commissions that that ¢t zay have usdertaken
durisg such period of time ss 1%t was the Franchisee for the
City of Burkesville am it pertains to the operstion snd ownership
of the patursl ges plent referred to hereinsbave,

13) The LESBOR, Ken~Oam of Kentucky, Inc., snd XET both
agree to io no vay interfere vith, or compete with the LESERE
as it pertaimm to the distridution of aomtural gas to the City
of Burkesville, Keptucky a2zd surrounding sress during such
pericd of time &s Burkesville Gas Company remsins the Franchisee
for the City of Burt?}vilie. Kentucky.

14} The SECURED PARTY Joins in the execution of this
document as 1t pertgins to the covenants set forth ip it
agreement vith the LESBBEE not to exercise any rights of default
or acceleration that it othervise msy have with the LESSOR
pertsining te certain loan indebtadness oved by the LESSOR to
its institutlion upon vhich some, if pot all of the assets

identified herein have Leen pledged as sacurity, subject to

10



the rights of the bank and/or the ai& a8 idsntifiad in Paragradh

3 hereinabove and to furthar agree to scoeps the payments in
scacrdance with the scheduls -n farth hereinabovs from the

LRGBRE on t_nha.lt of the LESBOR throughout the duration of this

Lesoe Agreemsnt. The BECUNED PARTY lhas obtsined the Dermission

and spproval of the Smmll luzalu‘ld.u.uutrnion per . lester

f Junnary 28, 1992 telefarxsd to tn.- m»u.umwiu.wmm
taras: of this lsase-agresmexi-as 1% partains: ‘0 thetr i'i&nc:: "“"""‘
as agent f'or the 33A and recaiviag payments on beshalf aof !.n-

Gas on the $634,909.99 dank -adlor "S3A nete rsferred to h.;--ul"b:v-;-

15) Contrary to the &ate of execution of this lease, 1%
is agreed and stipulated by all parties concerned that the
effective date of this lease shall be considered January 25,

1992 and the LESSEE shell tske over operations as of Fabruary
25, 19%2.

16) Each of the LESSOR, the LESSEE, and KET sgree to
indemnify and hold harmless the SECURED PARTY from any violations
of epvironmental protection laws, either faderal or state, as
it pertains to tho past, preasst or future utilizationm of the
secured assets In the opersticn of the Burkesville Gas Distridution
Syaten throughout the term of this loase.

This the day of January, 1992,

EEX~GAE O?/KflTUCKY, Ixc.

¥ Ken Turnef, President

- AZTESTED BY:

i
Scc;:ry Vd

i1




COMMOENWEALTH OF EKRNTUCKY)

)
COUNTY OF ‘1&2@*&./ )

Subsaribsd and svorn to btefore ms By Ken Turaar as Pr dent
and the Secratary of Xen~Oas of Kentusky, Inc. on this the
day of , 1992.

Ny comaission c:pirn- "I‘.ZO-‘{II-

! S i
el A T e e W‘MH!‘ g ey W\,— e

nuunn mnqr/ TRANSMIBSBION,

COMMONWEALTHE OF KENTUCKY)

)
counTy oF i&)&ﬁm"

Subseribed and avorn to before me by the Acting Preaident
f Xentucky Energy Transmission, Inc. on this the Qg day of
» 1992,
\/ My commission expires q, 20 =Y *

N Public

ArreGirkaey
RenTwrner
ATTESTED BY:

COMMOKWEALTH OF KEETUCKY)
}
cousry or“i&)cugww )

Subscribed and sworn to before me by Tom Shirey as President
and the Séc




BANK, OF CLIRTCN COUNTY

COMNONWEALTR OF XRETUCKY)-

COUBTY oriblcx_‘aimﬁ.z_g .
Bubscrited and sworn %o hefors me vM‘
ar mmmin;naumam

i3



Equipment
' ESTIMATED

QUANTITY DESCRIPTION VALUE
el Gasoline Generator Model #2536DV £400.00

] Pinchoff Equipment Serial #PRIS224R7 660,00

RS i a8 Detector with R 03A 345.00
1 Maobile Scif-Contained Air Compressor 430.00
Fusing equipmenc 4 300,00

i 4-inch Bun Fusing Machine Serial #55700065

2 4-inch Bum Fusing [ron Serial #556-0828: Serial #556-1424

2 2" Repair Coupling 2957-52-1017-00

1 55700065 4" Buut

1 Set of Rigid Pipe Dies

2 Scts 4-inch Saddle Iron

1 Set 2-inch Saddle Iron

1 2-inch Transidon Fitting Serial #4891358

1 3/4 Transition Fitting Serial #4883964
-t —_4-inch Transition Fitting Serjal #3361325

1 ITT Banpon Gas Measurement Serial #2422381618 800,00

1 Ford F-100 F17YUT66773 Custom Modal 74 with Communications Radio|  2.50000 ...
el Ford ¥-100 ZFTCFIDYADAZ3657 Model 83 with Communications Radio 5.500.00

1 1989 John Deers 21Q-C Backhoe Serial #TO2I0CATS3136 | 3400000

1 1984 Wheeled Case Trencher Serial #S42B5720 6.000.00

1 General Elecwric Two-Wav Radio Base Equipment Serial #7125236

TOTAL

4.545.00

$59.700.00




QUANTITY

Gas Plant in Service

EXHIBIT B

DESCRIPTION VALUE
16,040 Feet & Line & 1000 cn $160.400.00
— 24,450 Feet 4" Lino @ 8,00 ea $195.600.00
33,575 Fent . Line @ 6,00 ca 201.450.00
14,100 Feet /4" Line (Service Linesy @ 500 ca 70,.500.00
Custody Transfer Meter with

1 Pressure Reducing Regulators 14 388.00

8 Secrionalizing Valves Incivded in Line Prices
26 Model 250 Meters. @ 83.00 ¢, e 13 10,00

2 Madel 730 Meters. @ 20000 <a L0 .
& Model 5000 Merars @ 3.500.00 ea 21.000.00

141 Taps Included in Line Prices

141 Risers Inciuded in Line Prices

101 Regulators N Ingluded.in Line Prices

1 River. . Crossing 1084000
TOTAL S683.488.00




EXHIBIT C

Tools
50% OF
REPLACEMENT
QUANTITY DESCRIPTION VALUE
1 Weed Eater-Gasoline Serial #160516690 $60.00
] XR-70 Weed Eater-Gasoline Serial #4073512B 60.00
1 S-Gallon Bucket Unitrac.Hydraulic Pary #813 25,00
1 Post_Hole Digeer 15.00
1 Roill of Amold Trimmer Line W1, C.165 2,00
b W1 Hand Saw 317847 20,00
2 12 _Crescent Wrench 10.00
1 R° Cresgent Wreanch 4.00
1 4. Crescent Wrench 5,00
1 Easco Nova 14-Piece Socket. Set 26.00
e Rigid Sawsail 50,00
1 38 Skill Drilt 2500
1 Ln. Skill Dritt £0.00
1 Aluminum Extension Ladder n/w 49333-01 20.00
1 Heavv Duty Electric Cord 100 ¥t 15.00
1 Air..Tank. 26,450
3 Shm;els 20.00
- Rakes 20,00
1 Spade 10,00
1 Marker Driver £0.00
1 15 Ft_Electrig Cord 10.00
21 Pipeline ™Marker 21.00
1 Trple Dry Chemical Fire Extinguisher Model #TCP-20G HW 500724 ) 2000
—1 _Snap-it Digital Muiti-Meter E14045 200,00
2 G-89 Ametem .S, Gauge Speg 845502 50.00

TOTAL

$927.50




EXHIBIT D

t
Office Furniture and Fixtures

QUANTITY DESCRIPTION . %ﬂ?
6 Chairs £120.00

1 GTE Touchtone Telephone 23.00
1 Sharp Calcnlator EL-2192 55.00
1 Wood Desk ‘ 250,00
1 Meal Wood Ton Desk 175,00
1 Meral Tvpewriter Table 40.00
1 IBM__Elecrronic Tvpewrjier 350.00

1 Two-Drawer Filing Cabinet 000 -
1 Eaur-Riawer Filing. Cahinet 100,60
1 Two:-Drawer Index Filing Cahinet 25.00
2 Deluxe Tape Dispensers C-a0 i 2.00
2 Swingline Staplers 18.00
1 Texas Instuments Elecoonic Calculator T1-5130 55.00
1 Hunr Bosion Electric Pencil Sharpener. Serial #502258 3500
1 Ray-0-Vac Raugh Neck Flashiight 3.00
1 Spectra Phone FP-9 40,00
1 GTE Phoge FP-S 40,00
1 Drafting Board 123.00
1 Weoead Sheif 315408
1 Coffee Table 4500
TOTAL $1.594.00




EXHIBIT E

Er— City of Burkesville

502-864-4141
Burkesviile, Kentucky 42717 TDD; 1-800-247-2510

January 16, 1992
RESOLUTION

NUMBER 1992-1

RESQLUTION CONSENTING TO ASSIGNMENT OF NATURAL
GAS FRANCHISE FROM KEN-GAS OF KENTUCKY, INC.
TO BURKESVILLE GAS COMPANY, INC.

WHEREAS, Ken-Gas of Kentucky, Inc. was the successful bidder and was
awarded a natural gas franchise created by City Ordinance Number 1985-10; and

WHEREAS, Burkesville Gas Company, Inc. has entered into a lease agreement
whereby it will lease all of the assets of Ken-Gas of Kentucky, Inc. necessary

to comprise such a natural gas franchige system, with an option to purchase
such assets; and

WHEREAS, by Resolucion Number 1991-2 dated April 11, 1991, the City Council
of the City of Burkesville having approved of the assigmment of the natural gas
franchise from Ken-Gas of Kentucky, Inc. to Burkesville Gas Company, Inc., but
having failed to omit from said resolution the necessary language in Section 12
of City Ordinance Number 1985~10 that the City was rejecting the right of firstc
refusal to purchase the system From Ken-Gas of Kentucky, Inc. and Burkesville
Gas Company, Inc. and Burkesville Gas Company having requested that che City
Council members adept such language as part of the amended resclution;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
BURKESVILLE, KENTUCKY THAT:

The City Council of the City of Burkeaville does hereby amend Resolution
Number 1991-2 to reflect that it haa rejected its right of first refusal to
purchase the gas distribution system and franchise from Ken-Gas of Kentucky,
Tae. o accordance with Section 12 of City Ordinance Number 1985~10, and by
doing so, has likewise approved of the transfer of such assets and the franchise
agreement itself from Ken-Gas of Kentucky, Inc. to Burkesville Gas Company, Iac.
under the terms of the lease agreement referred to hereinabove.

Adopted by the Burkesville City Council chis 16th day January, 1992.

At test:

VICKIE PRUITT, CLty Clerk



City of Burkesville

P.O. Box 177
Burkesvlile, Kentucky 42717
864-4141

April 11, 1991
RESOLUTION

NUMBER 1991-~2

RESOLUTION CONSENTING TO THE ASSIGNMENT
OF TUE NATURAL GAS FRANCHISE FROM KEN-
GAS OF KENTUGKY, INC. TO BURRESVILLE
GAS COMPANY, INC.

WVIHEREAS, Ken-Goa of Kentucky, Inc. was the successful bidder and

was awarded a natural gas franchise crested by C{ty Ordinance Number
1985-10, and

WHEREAS, Burkesville Gas Company, Inc. has or is now authorized to
acquira all of the apsats of Ken-Gas of Kentucky, Inc., and,

WHEREAS, the Public Service Commicaion of the Commonwealth of
Kentucky, which is the primery regulatory agency in Kentucky for all
.utilities, has approved thip transfer of asaets, and has further approved
the creating and issuance of §$1,300,000.00 in long term bonds by Burkesville
Gas Compsny, Inec., vhich funds are calculated to provide financial means

of providing extended snd more complete natural gas services to the City
of Burkesville and itp residents, and,

WHEREAS, the City Council of the City of Durkepville having concluded
that the request for the assignment of the natural ges franchise to
Burkesville Gas Company, Inc. meets all legal requirements and is in the
apparent best interest of the future welfare of the CLty of Burkeaville and
its residents vho desire and need to usa natursl gas, conment is hereby
granted, and the Aaeignee, Burkesville Gas Company, Ine., shall within
thirty (30) days hererafter file with the Clerk of the City of Burkesville
evidence that the transfer of sil assets hag been legally concluded and
that the zegignee, by approprigte corporate resolution, hes accepted the
asgigmment snd covenants to fully comply with all of the terms and conditions

of the City's natural gas ordinance approved for appignment, the gsame being
City Ordinance 198510,

Approved by the City Council of the City of Burkesville, Kentucky this
Llth day of April, 1991,

Attent:




. N N - : f ., SN ..'..’ ‘ LR ww e -
Llry ulr BUrikesviiee .
l : : P.O. Bex177 s
BnrktndnlalhamuunrQNH!
. Iltihu
I ANARD OF yRAMCHISE
L]
I "~ WUBREAS, the City of Burkeswilla, Rantucky has by anactasnt of City
l ’ Ordinanca Mumber 1983-10 ectablishad a franchise for 'the distribution and
sala of natuxal ges within the cocporste Iimits of Burkasville, Kantucky and
l " WHEREAS, goid franchise was advertised for bids, snd .
’ ‘ . WIEREAS, Thraa bids wors veceived and opensd st the regular nmosting of

I the Burkeaville City Caungil on Septamber 19, 1983,.bids deing ss follows:
' " ' Bidder | fmount_of B1d

Kun-Caa of Kentucky, Ine. ‘ $2,100

Re. 3 Box 26A
I Albany, Xentucky 42602

. Murkesville Gas Utility Cauplny $1,000
' P, 0. Box 659 oo
_Albany, Kancueky &2502 .

' Papincau conn:ruction 0il an 3160' R

Gan Fxplorntion Coupnny

RE. 5§ Box J7ﬁ
l Bow, Kentucky 42714
l wusasas. tha Burkesville City Cnuncil after u:luinucinn oz each bxd ond

:duc delibcrn:ion voted to auurd aaid franchilu to Kcn-cn- of Keutucky, Incorporata:

by virtus of Lc- acl:ion takean on 'rhuuduy. Bcp:mhu 13, 1985 u‘. thc rqular

councﬂ. meecing.

- 1uxazruaz BE 1T KNOWN BY TIUESE PR!SEHT!, thu: Ken-Gas uf Kentucky,
Incu:ponud, of Albany, Kontucky 1: awarded tho tunchiu £or the diat.ribatinn
and sale of natursl gas within che corporate Limivs of tha City of Burkesvilla,

Kem:uck;, pursuant to tha tems of Burkesvills City 'Ocdi.ncncc Humber 1983-i0,
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- Given wnder my hend aa Heyor of the City of Burkesville, Rentucky on this
I the 20th. day of 8.’&“”.3. 1933,

Attast! : . . = :

!} , . . , L -

VICKIE PRULIT, Gity . I S, '
. . . . . -" .
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. construction and maintenance of a aystwm for melling nnturalzga-': g
. ¥ithin the city for tho use snd enjoyment of its citizsnsy and, ;'

- BR IT ORDAINED DY THE CITY OF DURRESYILLE,
~ YENTUCEY that, . ) e

T Gy of Burkesville
S P.0, Bex 177 -

Burkeavitles, Rantueky 42777 T
B¢

CI1TY ORDINANCE
NUMDER 1983-10

AN QRDINARCE CREATING A FRARCHISE FOR
THE CONSTRUCTION, MAINTENANCE AND
OPERATIOR OF A NATURAL GAS SYSTEN IN THE

‘) CITY OF BURXESVILLE, KERTUCKY FOR THE
FURNISUING ARD SHLLING OF NATURAL GAS nY
MEANS OF SA1D FACILITIES. AND PROVLIDING
FOR THE SALE OF SAID FRANCHISE 1N THE
GITY OF BURKESVILLE, XENTUCKY

WHRREAS, the City of Burkeeville, hntuék{
thea Constitution of the Commonwesalth of Kantucky to establiah s
franchima within the City of Burkesville, Xentucky for the

WIEREAS, the City of Burkesville, Xentucky wishas to o

eatnbiiah certain guidelinogs for the operation of n naturnl gnn
system {or the uae and enjoyment of the paople of the Clty of .
urkesvills, i . - . R

NOW THEREFORE,

at
[

. ‘Section 1., That there is hershy created a
inntelling, laying and maintoining_gos pipes and pthar neceassary

gas togsther with gll appurtenant facilitise and equipment in,
along, under and agross the public ways, rosds, streaeks, sllays

weewm wpetes W

13 suthorized by

S
.

.. e

t

e,

ta
e
Ve

_apparatus for the transmisgsion, distribution and asle of nuturul'

end other public places in the City of Burkesville, Xentucky, and

for constructing the neceassry conduits and manhales for ‘the
installstion of said pipes, facilitiles wnd mquipment, and for

selling natural gos by mosns of meid facilitias, and such gas may

be conveyed through the Clry of Burkesville, nnd te an

y portion
of Cumberland County and to sny other taown or county. c

franchipe for. -



ERIBPERAGNS CPPAT LI BB aWBE - B &
’

St . N

L]
L] L]

Section 2. The person, firm or corpovstion vhich shall
bacoma the purchaser of thig franchise, or any suecssaor or

allinnuu thersof, shall for bravity hsreinafter be epokan ol an
the “"Company"

herain, and the public ways, roads, strests, allays
and othar public pluces of the City of Birkesville

! Kentucky
shall for brevity herginafter be aspoken of as the "atreeus”,

Section 3. The Compsny avorded this franchise, fta legni
rapresgntatives, succeswors and sasigns, are hareby nubject to
the conditions hereinaftar contained, nuthorieed and ompovarnd
to acquire, purchase, construct, maintain, and operntae in and
through this city & systam for the genaration, diatribvtion and

tranamission of natural ges from pointz oither within or without
the corporate liwmits of this city, to thia eity and the-

inhgdpitants thareof, and from eond through this city to parasons,
corporstions, and municipslitiems boyond the limits thercof, and
for tho.sale of same for Light, hest, pover and .othor purposesy
to eract and maintain gam masins, pipes and other opparatus
Nocessary or convenient for the operation of said sysiom in,

upon, ocroas and along osclt'snd sll of the streets, slleys and

public plsces within the prosent and future corporats limits of
this cityt to have and hold ass by lav authorizod, sny and all

property, sasements and other righta neceswery or convenient tor'

said pvrposs, seid propoerty,

euzemants end other rights to be .
acquired Ly the Company atr &

ts gun expense; Lo use eny and all

such Atreets, alleys and public places while conatructing or

vparating said nutural gses system or works} and to cross any and
8ll ‘gtreeta and atresma in this city for the purpose of
conatructing, maintaining or cxtanding such pipes, ond othar
apparatus hs may be nacessary or convenlent for the propar
diatribution of natural gwa in -end through this city.

gny pipe or othar mpparatus has once been erocted Uthe Cley -, .. % .
Council shall ordar the removnl of naild gos mains, pipes or B

npparntus to nnother locntisn, the City asheil pany the costs of -
making such relbecation unlessa due to widéning, regrading or

recongtruction of the street or highway, in which caase the -
Company will relocetes at its expensa.,

heve the right to use the styests with its service and '
maintenance vehicles and equipment in furtharancs of thia
f£ranchine,

Refore beginning Lle construction of uny nov ino ol

pipes, mains ar appurtonsncos under this franchise, the Company
shell prapare a plat showing the construction of the work to- be -

done and n brisf descripticn showing the manner in which it 4s to =
be done, vhich plan and specifications ahall be prasenced to tha

City Council for 1ts approval, pnd shall not proceed with such
constructicen until approval ia gronted. Such approval, hovever,”

»

It nftof"'

.".“ - e 9

The Company shell also ... 0

* 1
.
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shall not be unreasonably deniad, withheld or deluyad. Aftur the
vork is completed the City Council shall have the right to

examine' said vork snd should it find that the work hasz not been N
done in accotdsacs with the plans and spaciiications mpproved by
the City, the Compsny shell at {ta ovn expense make such changes

aa vill caume tha wvork to conform to the plene and apecifications
approved by tha Clty, The work shall be done ia n varkmanlike
manner and @0 am not to unnecesasvily interfere with the public

usa of any said streats. Whersvaer the surf{ace of any atrest io

opaned it muat bae restored to sz good n condition as it wvas prior
to the opening thersof.

Section 4, The Company shall indeomnify, save and hold
harmless the City from any snd all demages, judgments, decrees,
costs and expenses which the City asy legaily suffor or incur or
vwhich may be legelly abtuined sgainat the City for or by resaon
of the use wnd occupation of eny streets in the city by the
Compuny, pursuant to the terms of .this franchise or legally
resulting from the exarciss by the Company of say of the
privilegas heroin granted} and 1I any clsim ahall bo made or suig
brought against the City for dumsges mlleged to have beun
sustained by ressva of the occupution of any atreet or the
exerzise of any privileges hersin granted, by the Company, tha .
Civy shall immedistely notify the compsny in writing thereof and

- the Company i3 hereby given the right ond privilegs to defond or ..
asaist in dofending aucl suit £n the name of the City. ' '

ection S. At all times during the term of the f{ranchise -
the Company will at ita own expenae maintain in [orco gancral
comprehansive linbility insurance with an tnnurance company oni

the policy mpproved by the Mayor. The covarngo represcentmt by
such policy shell be for the protection of the City, its electe
officinla, ugents, mambers of boerds or commissicna, and .
,employses sgainst 1iability for loss or damnges for hodily '
injury, death, ond property damsge by tlie sctivitios of the’ .
Company under the frenchise. Mindmum liability 1imits under tha .
policy are to be ONE MILLION ($1,000,000.00) DOLLARS, for’
porsonal dnjury or dooth, and TWO HUNDRED AND FIFTY THOUSAND -
($250,000.00) DOLLARS for dmmnge to proporty resulting from any

one cccurrence., Additional public agencies and their personnel
shall bs added am insyred, subject to tha sanme

[

terms and
conditions, at ths requast of tha City, ‘. -
. - . R
Section 6, Tho Company may furninh notural gas for 1light,
heot, povar and any other lowful purpose to any person of v
parsons, compuny

or antity rusiding nlaong or nosr the alocrwssid
streets, and may make guch lawful contracts for the une thereof
a3 mny bs agreed

upon botwacn rthe Company and such person or
persona, company or ecntity.
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 Saction 7, ¥h:h661b:ny shall extund 1ts natursl gas mains,
pipes and dquipmbdt and install sdditional equipment vhenaver it
is aspured of daearividg additionsl dusinesas therelrom and ‘receive

3 ressonable return upoh tha ipnvestment required tv install auch
sxtaneion,

Section B, The Cowpany shall have the right Lo meske und -
snforce rensonaebls rules snd regulations necessary for the praper
conduet of itw buaineas and protectiocn of {ts property, aubjmct
to all loecal, state and federunl laws and regulatioans.

Section 9. The Compasny sliall hmve the right to charge
reagonable rates for natural ges nsupplied wvithin the city snd
rates that ure subject to .regulation by the Public Service

Conmission of Kentucky, or sny other appropriste 1pcasl, atste
and/or federsl sgency. -

] .

' R .
Section 10. This franchise and nll rights ond privilagon
granted hereunder shell te in full furce and alfleoct {or g period
of twenty (20) yesrs from and after the date when this fronchiae.

ia granted to the Compeny, gsubject to the Company's compliance
vith the provimions of thio franchise. )

Saction 11. The {ranchise moy be forfeited, st the option
of the City, upon failure or refugal by Company to honor tha
terng and conditions set forth harein, Forfeiture may be .
exercised by writtes notica to Company of failure to honor the
terma and conditions hereof, followed by Company'm rofusnl to

gliminate or courrect such follure or violation wiLhin mixty (60).“
ays, ) .. '

Section 12, In the event that the Compnny damirevs to nol), . .
tha system that it estsblimhes for the distrihution-of natural :'. '
gsan vithia the City, the City shall hove the cight of flrst .
refusal to purchkse the system from the Compony at a price to be .  -'..
agreed upon baetween the City ond the Company. In tha event thet . *°
no firice can be agread upon betw

rean"the City and the Company, the’

parties may provide for a method of determining m rossonable
price for the w

ystem, including but not limited to, modiatlion or '
arbilrration, _ . .

L}
+

Section 13. Tha Company sholl comply with all local, atste .- .
and federal laws and regulmtions Ain conatructing snd opersting . ... : .
the natural gne mystom horodm, includihiy but noc limized to, :
compliance with the rulas and rogulstions of the Public'Saervice
Commission of the Commonvealth of XKentucky or aony othar
appropriate local, state nnd/aor faderal ngency,

SBection 14. In the event that ths City should ensct a
utility tax, user fee or similar charge to be levied upon gos
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purchasers during ‘the térm of this franchise, the -Company shall

add gaid charge tv 4its monthiy billas, collect zame for the City
and deliver the collections monthly to the City, all at ne cost
to the City, el

Section 13. This franchiwe may ba transferred or assigned
by the Company only wvith the written prior consent of the City
snd subject to the City's right of first refuaal to purchose asid
franchise as sat forth hersin above, It i» further undoratood
that the vord "company™ wvhanevar it sppesrs herein shall include
and apply to all the successors and/or ussignm of the Company,

Saction 16+, The City shall receive {rom the Company as
considarstion for the granting of this franchise and the

" convinuing snjoyment thereof, an annual franchise fow of 1-1/2%
of all groms receipts received by the Company during s cslandar
Yaar. Such lae shall be paid quarterly, and the payment tharsof
shall be dua on or before tlie and of assch pariod of thirty (30)
doys succesding the close of sach quarter of a calendar year
during which the franchise 4a in effect. Such payment shall be -
actompanlad by n statemsnt duly verified before a Hotary Publlc:
showing in detail the total groasa raceipts recaived by Company
during the proceding calandar quatrter, Company shall st sll
times ksep and maintain a full, true and correct accounting of L
all the grosa recaipts and incoms avising out of operotions under
the franchise, and booke of accountes and sll other racords shall
At all reasonsble timea be open to inspection and examination
within the Clty by the Mayor and his/her reprosentntives, City
resarvens tha right ko sudit and recomputs any and all smountcs
paid lereunder, and no scceptance of. any paymant shail da
conatrued ss 8 relosse or am an accord and antiafact ion aof any
clpim City may have for further or sdditionsl suma peysble undor
the franchise, ' '

Section 170" The Company shall statt coastruction of m -
ngtural gas aystem wvithin ninety (90) days from the date of the
avard of this frsnchise snd the Company ahall make reports upon
Lts progress 4in constructing the nstural gss system to the.City,
avery ninsty dayas until tha system is in operstion, operation
baing that natursl gas is suppliecd to customers within the ecity,
sald reports for the purpose of informing tha City that the
Company 48 naking ressonsable progress toward the implementotvion
of the system and for the City to determinas vwhather the I[ranchisme

should be revokad by resson of tha failurc of the Company to makae

rzasonable progress tovard implomentation of the aystem, as
decided by the City,

Company shsll within tan dpys from Lhe
accoptance of 1its bid b

y the City, deposit vith the City a TEN
TIOUSARD ($10,000,00) DOLLAR performance deposit to ba hald in

escrov by the City pending a showing of rossonnble progress

-3
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tavard implamentation of the systep., Upon a showing of such
progreas, tha City may refund said depowit at any time following
the expiration of .ninety (90) days from the franchise acceptancs,
. but hot'lager than 180 days from said dste. On the fsilure of
Conpany to shov reasonable progress tovardas implameatation of tha
system within 130 days from the Iranchise dats, tho rights ond
authority herein granted shall cease, and the saecurity desposited
with City shall be Iorfofted to City without osction by Citys
provided hovever, thst the City Council may extond the time
within vhich wNervices sve to bs commenced a3 it may deom Jusk and
equitable. Following the implementation of the oporstion of the
systen the Company shall make annual reports to the City ‘
concerning the operation of the natural gea system and tha
finapcial condition of tha Company at the end of esch fiacal
yoar. Within two ysers from the avard of the Iranchise to the
Conmpany, the Compeny shall further make available nantural gas
sarvice to seventy~five parcent (731} of tha potentinl cumtomers
within the city of Burkesville and submit unto the City a ropert
substantiating msaid mvaoiladility of mervice, for tha purpose of .
informing the City that the Gompeny is meking reaaonabls progress
to provids service to all potentizl customers within. the clity and
for the City to detwrmine vwhether the franchise should ba revoked

Uy revson of the feilure of the compsny to nake reasoanble
- progress in afferin

g services tc all potential customera within
. the city, .

¢

Section 18. The tarﬁs of this ordinonca cranting. this
franchice are contractual and binding nccording to its teorma, on
the City and the Company. ‘

Section 19.
inconnsistant
with respact

Provisions of any ather ordiunnco Lhé: ara .
with this {ranchime are and shall lbe Incf{foctivo -
to the Company mcquiriag this {ranchiae,

' Section 20,

a8 poon. 88 practicable witar the ratification of this ordinance
to advertise the sale of this franchise once s weuk for tvo
syccessive vesks in’'"The Cumborisnd County News" so that tha
f£inal publicmtion shall appear not less thun aeven dayas before
the day on which the ssle shall sccur nor more thon 21 days :
before tha day of tho sale, said saloc to occur on September 19, " .
1985, st the hour of 7:00 P.M., locol time. Said notice and T
nevspaper advartisement shall stata vien the Clork shaell recaive
the bida for the sale of gaid frunchisn by sesled bid, giving the.
time and place of opaning of ssid bids. All bids shasll be for a
pariod of ten (10) days following the dote of the opening. Said
sdvertipement shell reserve unto the City the right to reject any
and all bids suybumitead. The nawspapesr publication shall describe

WA e swr o
.

1t shall be the duty of the Clerk sf the Cltr"i'%:-
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the tr-nehia-.ua'iiiiéiﬁ“ai& state that » coay therveof i .
svailedle for.insgebtion at Gity WNall. The City ashell agll seid

franchide'in .accardancs with seid notice aad sdvertigement end
- the Ciry hty;nact:r;thnﬁibad vhich 3in its judgment i tha highest
sud best bid or the

City''mey reject sny ead all bids subamitted,
Na bid of leuwx than $100.00 shall be smcceptead. - Tha bidder to ’

vhom ansd Iretichize shall he averded shsll within ten (10) daye
sftur the gcceptance of ity 4id by the City Council of the City
of Burkeaville pay the amount of the bid to the City of
Burkesville, Ho pernmit fer or other sdditional charge, except
occupeticael licanse foe, shall be impoved on the Company,

. Section 21, Aa additicnal considerstion for the [ranchise,
Company shall sllow City w discount.of S0Z on all natural ‘gas
uned Lor hesting and operating any municipsl bduilding. :r Such
discount shaell be appliesd to they rates that would otlerwina bae
ctharged for nonrasidantisl service of similar extant.

Secticn 22, The fronchisze i3 granted pursuent to the lava
of the Stats of Kentucky relating to ths grescing of auch righte
and privileges by municipal corporstions., If‘'mny article,
saction,.sentence, etC..., 0f this ordinance is for eny reason
held 3illegal, invsiid or unconaritutional, such invalidity shell

not affect thae validity of the ordinance or any of the remainiag
portions.

The invalidity of any portion of this ovdinance shell
not abate, rad

uca, or othervise afisct the considerstion or other
obligation requirsd of grantse. '

Section 23. This ordinance shull bocoms aflective upon.
pPeBsage, approval and pubdlication as roquired by lav,

Enscted this 16th day of Avgusr, 1985. R

AUL T, s Huyor
City. ol Durkesville, Xeontucky
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EXHIBIT F

" Miscellaneous

DESCRIFTION
Franchise
Tandy Computer, Monitor and Printer
Other

TOTAL $29,648.58



TRANSPORTATION AGREEMENT

This Agreement, made and entered into this twenty-third day of
December, 1991, by and between Kentucky Energy Transmission, Inc.,

a Kentucky corporation (herein called "KET"™) and Burkesville Gas
Company, Inc. (herein called "BGC™),

WITNESSET H:
WHEREAS,

NCW, THEREFORE, in consideration of the premises and of the mutual

covenants and agreements herein contained, the parties do covenant
and agree as follows:

DEFINITIONS
The Zollowing definitions shall apply hereunder:

Day. The term "day" shall mean a pericd of time beginning at
5:00 a.m., local time in Cumberland County, Xentucky, on each
calendar day and ending az 8:00 a.m., local <time in Cumbeyland
County, Kentucky, on the next succeeding calendar day.

Month. The term "month” shall mean a period of time
beginning at 8:00 a.m. on the first day of a calendar month and
ending at 8:00 a.m., on the next succeeding calendar month

Contract Ysar. The term "contract year” shall mean each
period of «welve (12) consecutive months during the term hereof
commencing at 8:00 a.m., on the firsst day of the month next
Zollowing the first delivery of gas hereunder or any anniversary

-

2 such day during the term hereof,

MCF. The zerm "MCE" shall mean one thousand cubic Zeetr of gas
measured at a base temperature of sixty degrees Fahrenheit (€0
degrees ), and at a pressure base of fourteen and sixty-£five

sundredehs (14.65) psia and corrected for deviation from ideal gas
sSenavior.

Gas. The term"gas” chall mean natural gas as produced £rom
weils classified as gas wells or cil wells.

BTU. The term "Z2TU" shall mean British Thermal Uniz.

MMETU. The texrm "MMBTU" shall mean no less shan one million
(2,000,000) Bricish Thermal Unizts.

Psig. The term "psig" shall mean pounds per square inch
zauge,
Psia.

The term "psia" shall mean pounds per sguare inch
absolute.



ARTICLE I
SCOPE OF AGREENENT

Subject to the terms, conditions and limitations hereof, KET
agrees to receive from any third party source on the account of
BGC or for the account of BGC for transportation quantities of
natural gas tendered on behalf of BGC on any day at the Points of
Receipt; provided however, that any third party on behalf of BGC
shall not tender, without the priecr consent of KET, at any Point
of Receipt on any day a quantity of natural gas in excess of the
applicable Maximum Daily Receipt Obligation for such Point of
Receipt and provided further that no third party on behalf of BGC
shall not tender at all Points ¢f Receipt on any day or in any
year a cumulative gquantity of natural gas in excess of the
following quantities of natural gas plus Applicable Shrinkage:

Maximum Daily Transportation Quantity (MDTQ) 1,000 mef
Annual Transportation Quantity (ATQ} 100,000 mef

KET agrees to transport and deliver to or for the account of BGC at
the Point{s) of Delivery and BGC agrees to accept or cause
acceptance of delivery of the Egquivalent Quantity received by KET on
any day; provided however, XET shall not be obligated to deliver at

any Point of Delivery on any day a quantity of natural gas in excess
of the applicable Maximum Daily Delivery CObligation.

A, Quality. It is BGC'sS scle responsibility and expense to
deliver gas to be transported under the terms of this Agreement
conforming to the quality specifications of BGC's end users,
provided, however, that such gas shall at all times conform to the
following minimum specifications at the Point(s) of Delivery:

(i} The cas shall be commercially free Zrom dust, gum,
gum-£forming constituents, gascline, Iree water and other
liguids and solids wnich may become separated from the gas.

(ii} The gas shall not at any time have an oxygen
content in excess of one percent (1%) by volume and KET shall
make every reasonable effortr to keep the gas Zree of cxygen.

(iii) The gas shall not contain more than one (1) grain
cf hydrogen sulphide per one hundred (100) cubic feet.

(iv) The <as shall net contain more than twenty (20)
grains of zotal sulphur {including the sulphur in any hvdrogen
sulphide and mercaptans) per cne hundred (100} cubic feet.

(v} The gas shall not at any time have a carbon dioxide
content in excess of two percent {(2%) by volume.

(vi) The gas shall have a total heating value per cubic
foot of not less than nine hundred £ifty (950} British
thermal unics.

(vii} The water content of the gas shall not be more
than seven (7} pounds per one million (1,000,000) cubic feet.

{viii) KET agrees to odorize gas in proper amounts and
frequencies at no cost to BGC.
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B, Metering Xquipment and Testing.

{i} The metering facilitlies to measure the volumes of
gas delivered at the Point (s) of Delivery shall be owned by KET
and maintained and operated by KET or its designee. The
metering facilities to measure the volumes of gas delivered at
the Point of Redelivery shall be owned, maintained and cperated
by BGC. KET may, however, install and maintain such check
meters and related facilities as it deems necessary immediately
upstream from the Point of Redelivery.

(1i) Orifice meters installed in such measuring stations
shall be operated in accordance with the American National
Standard Orifice Metering of Natural Gas Publication ANSI/API
2530, and any subsegquent moedification and amendment thereof and
shall include the use of flange connections, and where
necessary, straightening vanes and pulsation dampening
eguipment.

{(iii) The parties shall have the right to have
representatives present at the time of any installing,
cleaning, changing, repairing, inspecting, testing,
calibrating, cor adjusting done in connection with the other's
measuring ecuipment used in measuring or checking the
measurement of deliveries of gas under this Agreement. The
records £rom such measuring eguipment shall remain the property
of the party operating the equipment, but upon request each
party will submit tTo the other its records and charts, together
with calculations therefrom, for inspection and verification,
subject to return within ten (10) days after receipt thereof.

(iv) The accuracy of measuring eguipment at the Point(s)
of Delivery shall be verified by KET at reascnable intervals
and if so reguested, in the presence of representatives of BGC,
but XKET shall not be required to verify the accuracy of such
equipment more Zfrecquently than once in any thirty (30) day
period, In the event BGC desires a special test of any
measuring eqguirment, 24-hour advance notification shall be
given KET and the parties shall cooperate to secure a prompt
verifiication of the accuracy of such equipment., The expense of
any such special test, if requested, shall be borne by BGC if
the measuring egquipment tested is found to be in error by not
more than two (2) percent. If, upon test, any measuring
equipment, including calorimeters, is found to be in error by
not more zhan two (2) percent, previocus records ¢ such
aguipment shall e considered accurate in compuring deliveries

of gas, Dut such sguipment shall be adjusted at once to recoxd
accurately.

reading,

If, upon test, any measuring egquipment shall be found to
he inaccurate by an amount exceeding two (2) percent, at a
recording corresponding to the average hourly rate of flow for
the veriod since the last preceding test, then any previous
recording of such equipment shall be corrected to zero (0)
erroxr for any period which is known definitely; but iIn case the
nperiod is not known or agreed upon, such correction shall be
for a period extending over cone-half (1/2) of the time elapsed



since the last test, not exceeding a correction period of
sixteen (16) days.

(v) In the event a meter is out of service, or recording
inaccurately by an amount exceeding two (2) percent, the volume
of gas delivered shall be estimated as follows:

1. By using the registration of any check meter or
meters, if installed and accurately registering; or in
the absence of (1), then,

2. By correcting the error if the percentage of
error is ascertainable by calibration, tests, or
mathematical calculation; or, in the absence of both (1)
and (2), then,

3. By estimating the quantity based upon
deliveries during periods under similar conditions when
the meter was registering accurately.

{(vi) KET shall retain and preserve for a period of at
least two (2) years all test data, charts and other similar
records.,

(vii) KET’s reading of official meter charts shall be
deemed correct unless such readings differ by more than one (1)
percent Crom readings made by BGC or BGC's agents in connection
with a scheduled audit of such charts. If BGC does not concux
with KET's reading of official meter charts, BGC shall notify
KET whereupon KET shall be afforded an opportunity during
thirty (30) days to reread such charts. If the readings of
such charts remain disputed, the parties shall make a joint
reading of the official meter charts which shall be final as to

the quantity so delivered during the period covered by the
subdject charts.

c. Measurement s, The measurements of the guantity and
zuality of all gas delivered at the Delivery Point(s) hereunder
zhalil be conducted in accordance with the following:

(i) dpni= of volume: The unit of volume for
measurement shall be one (1) cubic foot of gas at a temperature
base of sixty (60} degrees Fahrenheit and at a pressure base of
Zourzeen and sixty-five hundredths (14.65) psia.

(ii) ¥Volume Meacyrement: The volume of gas delivered
shall be measured by corifice meter installed and coperated as
prescribed under the provisions of American National Standard
Orifice Metering of Natural Gas_Publication ANSI/API 2330, with
any subseduent amendments or revisions. Computations for gas
measurement shall alsec be made in accordance with this
publication. Volume measurement by means other than that
described above will be an exception to the Agreement which
must be approved by all parties concerned.

(1ii4) =T x o ra : The temperature of the
gas shall be determined by a recording thermometer so installed
that it may record the temperature cf the gas flowing through
the meters. The average of the record to the nearest one (1)
degree Fahrenheit, obtained while gags is being delivered, shall




be the applicable flowing gas temperature for the period under
consideration.

(iv) Specific Gravity Messurement: The specific gravity
of the gas shall be determined by such methods as may be
mutually agreed upon. Sampling shall occur at a suitable point
on the facilities to record representative specific gravity of
the gas being metered. If the parties do not consider the
installation of a recording gravitometer necessary, spot
samples or continuous sampling using standard type specific
gravity methods may be used. If the spot sample or continuous
sampling method is used, the specific gravity of the gas
delivered hereunder shall be determined conce a month from a gas
analysis. With any method the result shall be obtained to the
nearest one~thousandth (0.001} and should be applied during the
calendar menth for the determination of gas volumes delivered.

(v) Assumed Atmogsphexic Pressure: The average
atmospheric pressure shall be assumed to be fourteen and four-
tenths pounds per square inch absolute (14.4 psia).

(Vi) -+ F3 by T =
wooation Tacror: The COrifice Thermal Expansion Factor and the
Location Factor shall be assumed to be one (1.0), unless
otherwise agreed to be all parties to use a different value.
Factors other than one (1.0) will be determined in accordance
with ANSI/API 2530, hereinabove identifled.

(vii) Qther Tests: Other tests to determine water
content, sulfur, and the like in the gas shall be conducted
whenever requested by either party at the redquesting party's

expense and shall be ceonducted in accordance with standard
industry testing procedures.

D. Billing, Payment and Notice. KET will use

afiforts to

its best
furnish to 3GC on or before the tenth (10th) day of each

calendar month a gas allocation statement setting forth, inm terms of
MCT, the total guantisy of gas received and the Peint(s) of
Zellvery, the total guantity of gas redelivered hereunder to BGC at
—he Point of Redelivery during the immediately preceding calendar
mentl, and will render an invoice setting Zorth the transportation
Zees payable to KET. B8GC agrees o pay KET the Zull amount payable
accerding to such statement on or before f£ifteen (15) days following
~he receipt thereof by BGC. Should BGC £ail to timely pay part or
a2l oI the amount of any billing Sor services rendered or Zor any
other charges pavable hereunder, interest shall accrue on the unpaid
Dalance at the rate of twelve (12%) per annum £from the due date
until date of payment. I such failure to pay continues for thirty
(30) days after pavment is due, KET, in addition %o any other remedy
it may have, may suspend Zurther receipt and delivery of gas until
such amount Including interest, is paid.

It is further agreed that if it is ultimately determined
<hrcough judicial proceedings that XET is entitled to collect E£rom
3GC a sum due and owing for services provided under this Agreement,
in additieon to the payment of said amount from BGC, KET shall also
be entitled to an award of interest thereon at the above-stated
contractual rate of twelve percent (12%) per annum from the date due



until the date paid, as well as all costs and attorney fees incurred
by KET in such legal proceeding. Each party hereto or itas
representative shall have the right at all reasonable times to
examine the books and records of the other party to the extent
necessary to verify the accuracy of any statement, charge,
computation or demand made under or pursuant to this Agreement. Any
statement shall be £inal as to all parties unless gquestioned within
one (l) year after payment thereof has been made, Any notice,
request, demand, statement, payment or other correspondence shall be
mailed to the post office address of each of the parties hereto,
hereinafter states, or to such other address asz such party may
hereafter designate to the other in writing:

Borkesville Gas Company, Inc
119 Upper River
Burkesville, Kentucky 42717

Kentucky Energy Transmission, Inc.
Route 3, Box 26A  Highway 127
Albany, Kentucky 42602

E. Taxes. XKET agrees to pay or cause to be paid during the
term of this agreement all Taxes {as defined in paragraph (i) below)
effective as of the date of this Agreement, lawfully levied and
imposed upon KET with respect to the transportation of gas and
associated facilities related thereto.

(1) The term "Taxes” as used herein shall mean all
taxes, including, but not limited to, groass receipts tax,
licenses, fees and other charges levied, assessed or made by
any governmental authority on the act, right or privilege of
~ransporting, handling or dellivering gas which is measured by
~he volume, heat content, value or sales price of the cas or
—ransportcation fee levied upon and/or paid by 3GC with respec:t
T0 Lhe gas delivered hereunder. The term "Taxes" a5 used
herein does not include and expressly excludes all gross
production, excise and severance taxes, ad valorem, capital
stock, Lncome or excess profit taxes, general Zranchise taxes
impocsed on corporations on account of their corporate existence
9r cn their right To do business within the state as Zoreign
corporations and similar taxes chargeable to KET.

F. Assignment. This Agreement. shall bind and senefis <he
parties herewo and their respective sucgessors and assigns,
previded that ne conveyance or transfer of any interest 9fF either
Daxsy

shall be binding on the other party until sugh other

nas been furnished with written notice and a true copy of
convevance or tTransfer.

oALTY

such



G. Hiscellanacus.

(i) This Agreement contains the entire agreement bhetween
the parties hereto on the date herecf, respecting the subject
matter hereof, and there are ns prior or contemporanecus
agreements or representations affecting such subject matter
other than those herein expreased.

(1ii) It is further agreed that no modification or change
herein shall he enforceable unless reduced to writing and
executed by both partiles,

(iii) No waiver by either party hereto of any one or
more defaults by the other in the performance of any of the
provisions of this Agreement shall operate or be construed as a
Wwaiver of any future default or defaults whether of a like or
different character,

(iv) All operations conducted pursuant to this Agreement
are subject to all present and Zuture laws of the State of
Kentucky and to all orders, rules and regulations of any State
or federal regulatory body having jurisdiction. This Agreement
shall be construed, enforced and performed in accordance with
the laws of the State of Kentucky. If any provision hereof
conflicts with such laws, then to the extent of such conflict
this Agreement shall be deemed modified to conform therewith.

(v} The provisions of this Agreement shall not impart
rights enforceable by any perscn, f£irm or organization not a
party or not bound as a party, ©r not 2 successor and/or
assignee of a party bound to this Agreement.

{vi) KET shall at all times maintain the transportation
lines used to transport gas cn behalf of BGC from the point
of receipt to the point of delivery and shall covenant with
B3GC that the gas supply shall not be interrupted as long as a
supplier has supplied gas ar the point of receipt on behalf
of BGC that would otherwise be acceptable under the
specifications of this agreement Zor transportation to the
»point of deliveryv. I£ such interruption occurs for a period
0f 24 consecutive hours, then 5GC shall notify KET of such
interruption and if the matter has not been cured within an
additcional 24 hours, after receipt of notice thereeof, BGC
may, at i4s option, declare KET to be in default and pursue

all available remedies for sugh default as mav apply under
Kentucky law.

"ARTICLE -II
TERM OF AGREEMENT

This Agreement shall commence upon completion of the BGC's
Zinancing to acquire the natural gas system in Burkesville and
shall continue in force and effect [for a2 term of one contract
vear (Primary Term); provided, however, the Primary Term shall be
automatically extended by one year hereunder and by one year on
each subsequent anniversary for a total of twenty~-five (25)
vears]. This Agreement may be terminated by either KET or BGC upon
twelve (12) month's prior written notice.. This Agreement may be



terminated at any time by KET in the event BGC fails to pay part
or all of the amcunt of any bill for service hereunder and such
failure continues for thirty (30) days after payment is due;
provided KET gives ten (10) days prior written notice to BGC of
such termination and provided further such termination shall not
be effective if, prior to the date of termination, BGC either pays
such ocutstanding bill or furnishes a good and sufficient surety
bond guaranteeing payment to KET of such cutstanding bill.

ARTICLE IIIX
RATE SCHEDULE

B3GC shall pay KET, for all service rendered hereunder in the
veriod stated, applicable prices established under KET's Rate

Schedule, attached as Exhibit 1, as same may hereafter be legally
amended oOr superseded.

3GC agrees that KET shall have the unilateral right to file with
the appropriate regulatory authority and make changes effective in
the rates and charges applicable to service pursuant to KET's Rate
Schedule. KET agrees that BGC may protest or contest the
aforementioned £ilings, or may seek authorization from duly
constituted regulatory authorities for such adiustments,

ARTICLE IV
POINT (S) OF RECEIPT

The Point(s) of Receipt at which XKET shall receive gas for
transportation under this rate schedule specifying for each Point ¢f
Receipt the Maximum Daily Receipt Obligation and Delivery Pressure
limitations as contemplated under the general terms and conditions.

?oint of

Maximum Daily Receipt Pressure
Receipt Receip: Limit
Metcalle County 1,000 mes

1,000 Lbs psi
M & R Station #2536 -




ARTICLE V

POINT(S) OF DELIVERY

Naturzl gas to be delivered by KET to BGC hereunder shall be

delivered on the outlet side of the measuring station(s) at or near
the following point(s), with the Maximum Daily Delivery Cbligation
and the Delivery Pressure Obligation indicated below for each such

Point of Delivery as contemplated under the General Terms and
Conditions:

Point of Maximum Daily Delivery Pressure
Delivery Delivery Obligation Obligation
Burkesville ' 2,000 mef 98 Lbs psig
City Gate
Any Point Along the 5,000 mcf

98 Lbs psig
¥Xe? Transmission Line,

as Determined
ar a Future Date

ARTICLE VI

QUALITY

All naturxal gas tendered for transportation to KET for the account
of BGC at the Point(s) of Recelpt shall conform to the quality
specifications set forth in Section 4.6 of KET's General Terms and
Conditions. KET may refuse to take delivery of any gas for
transportation which does not meet such quality provisions.

ARTICLE VII
ADDRESSES

kny notice, request, demand, statement, bill or payment provided for
in this Agreement, or any notice which any party may desire to give
<2 the other, shall be in writing and shall be considered as duly
delivered when mailed by registered, certified, or regular mail to
the post office address of the parties hereto, as the case may be,
as Zollows:

(a) XET: ~
Kentucky Energy Transmission, Inc.
Route 3 Box 26A Highway 127
Albany, Kentucky 42602

{b) BGC:

Burkesville Gas Company, Inc.
119 Upper River Street
Burkesville, Kentucky 42717

or such other address as either party shall designate by formal
written notice,



ARTICLE VIII
EXCLUSIVITY

3GC shall have the exclusive right for the term of this Agreement to
tap the existing KET transmission line for the purpese of retail
sales to residential, commercial, industrial, and agricultural
users. Nothing in Article VIII will restrict KET from making other
connections or supplying natural gas to outlying areas. KET shall
give right of firsat refusal to BGC for outlying areas, KET does-
herein agree to enter into a Transportation Agreement with BGC for

the purpose of supplying natural gas to the City of Marrowbone and
its surrounding areas.

IN WITNES$S WHEREOQF, the parties hereto have caused this Agreement
<o be signed by their respective Presidents, Vice Presidents or
other duly authorized agents and their respective corporate seals
2o be hereto affixed and attested by their respective Secretaries
or Assistant Secretaries, the day and year first above written,

KENTUCKY ENERGY TRANSMISSION, INC. BURKESVILLE GAS COMPANY, INC,.

BY:

ATTEST:




EXHIBIT A

DATED: December 23, 1551

TO THE SERVICE AGREEMENT BETWEEN
KENTUCKY ENERGY TRANSMISSION, INC. ("KET") AND
BURKESVILLE GAS COMPANY, INC. ("BGC") POINTS OF RECEIPT

Transportation Charge: 40¢ _pex mcf

In ne way shall any successive
renswals of the term of zhis
Agresmant cause the Tranaportation
Charge to axceed 51,00 per mc?.

Firm Points not Subject to Reduction Pursuant to Receipt

Point of Receipt Maximum Daily Measurement
Description Receipt Obligation* Responsibilities
City Gate 1,000 mef BGC

Meter #2642
Znd of Church Street

-

»lus applicable shrinkage



