COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

NATURAL GAS OF KENTUCKY, INC.

CASE NO.
95-436

ALLEGED VIOLATIONS OF KRS CHAPTER 278
and 807 KAR 5:022

©C R D E R

On May 25, 1994, the Commission lssued a Staff inspection
report (attached as Appendix A without map) regarding gas pipelines
and service to customers in the general area along the Barren-
Metcalfe County line between the communities of Hiseville and Knob
Lick. The inspection was performed April 28, 1994, at which time
the pystem consisted of approximately 14.2 miles of four- and six-
inch main line, and 3.4 miles of a four-inch lateral line.

According to Jadie Parsons, who identified himgelf as one of
the owners, the pipeline system was installed in 1985-1986 to
deliver gas from wells it planned tc acquire or drill to the
interstate pipeline market via a tap with Tennessee Gas
Transmission. At the time of the inspection, no such tap existed
and Mr, Parsons indicated that many of the wells developed were no
longer producing gas. Mr. Parsons also stated that while 10
customers were connected to the pipeline system, all but two had
their own gas wells and did not depend on the pipeline for gas.

On June 2, 1994, Natural Gas of Kentucky, Inc. ("Natural Gaa")

submitted its response (attached as Appendix B) to the inspection



report indicating that the owners of Natural Gas are Jadle Parsons,
Mark O'Brien, and J. T. S8ims. It stated its intention to seek
authority to operate the Hiseville-Knob Lick pipeline aystem as a
local gas distribution company. Natural Gas aleo ldantifled elight
individuals currently connected to the pipeline system as of
June 1, 1994 and stated that 10 more connections existed but were
not being served due to lack of gas.

On June 22, 1994, Staff met with Natural Gas to discuss its
proposed application to operate a gas utility for the Hiseville~
Knob Lick area. Initial filing requirements for the application
were reviewed, including a proposed rate and tariff for
distribution service. Application of 807 KAR 31022 relative to the
existing pipelines and the need for prior Commisaion approval
regarding any additicnal construction were also discussed.

However, on November 9, 1994, Bluegrass Gas Bales, Ino.
{"Bluegrass Gas") filed an application docketed as Case No. 95~
433,! requesting Commission approval for construction, financing,
rates, and authority to operate as a utility. The area in which
Bluegrass Gas proposes to provide service includes the Hiseville-
Knob Lick communitles; use of the pipeline facilities previocusly
inspected by Staff in April 1994; and construction of addlitional
pipeline. 1In response to the Commission's February 22, 1595 Order

in Case No. 94-433, Bluegrass Gas indicated that it is owned by

i Case No. 94-433, The Petitlon of Bluegrass Gas Bales, Inc. for
Approval of a Certificate of Convenlence and Necessity to
Construct Pacilities, Approval of FPinancing, Approval of
Initial Rates and Operation of a Natural Gas Distribution
Systemn,
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J. T. Sims, Jadie Parsons, and Mark O'Brien and that the exiating
system includes one- and two-inch “spur lines" which are 1 to 3
years old.

In response to the Commission's May 24, 1995 Order in Case No.
94-433, Bluegrass Gas stated that 52 customers are currently
recaiving gas service from Natural Gas through facilities which it
proposes to sell to Bluegrass Gas. Although these facilities are
the game pipelines which were the subject of staff's May 25, 1994
inspection report, additional "spur" lines and service to addi-
tional customers have been added. According to Bluegrass Gas,
Natural Gas is charging these customers a $6 per Mcf rate for
gervice, Natural Gas has an approved tariff on file with the
Commission authorizing gas transportation service to two
customers,? but does not have an approved tariff to provide
distribution service, an apparent violation of KRS 278.160(2).
Natural Gas may also be in violatlon of KRS 278.020, it appearing
that additional pipeline facilities have been constructed without
Commission approval. Numerous violations of B07 KAR 5:022 as
listed in Recommendations 4 through 9 of the May 25, 1994
inspection report alsc remain outstanding.

Baged upon the foregoing, the Commission finds that a prima
facie showing has been made that Natural Gas and J. T. Sims, Jadie
Parsons, and Mark O'Brien, individually, have violated KRS
278.160(2), KRS 278.020 and 807 KAR 5:1022,

Case No., 93-283, Gas Transportation Agreement Between Scotty's
Contracting and Stone Company and Natural Gas of Kentucky,
Inc. Order dated January 31, 1994,
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IT I8 THEREFORE ORDERED that:

1. Natural Gas and J. 7., 8ims, Jadie Parsons, and Mark
O'Brien, individually, shall appsar represented by counsel at a
hearing scheduled for November 17, 1995 at 10100 a.m., Eastern
Standard Time, in Hearing Room 1 of the Commission's offices at 730
Scheankel Lana, Frankfort, Kentucky, to show cause why each ghould
not be fined individually pursuant to KRE 278.990(1) and KRS
278.,992(1) for the violations ailaged herein.

2. Within 10 days of the date of this Order, Natural Cas
shall file a list of all customers currently receiving service from
the Hiseville~Knob Lick pipeline and the date service was initiated
to each; and a response to Recommendations 4 through 9 of Staff's
May 25, 1994 inspection report, specifically indicating what action
was taken and when it was completed,

3. Natural Gas shall not provide service to any additional
distribution customers without prior Commission approvail,

Done at Frankfort, Kentucky, this 6th day of October, 1995,

PUBLIC BERVICE COMMISSBION

ATTEST: % (M &, Z_ (e Z;ﬁ
e Ml

Executive Director




APPENDIX A

APPENDIX TO AN QRDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 95-436 DATED 10/6/95

COMMONWEALTE OF KENTUCKY
PUBLIC SERVICE COMMISSION

INSPECTION REPORT

Hiseville-Knob Lick Gas Pipelins System
Barren and Metcalfe Counties, Kentucky

May 25, 1994
BRIEF
On April 28, 1994, Commission Staff (Staff) visited the
Hiseville-Knob Lick Gas Pipeline System (Hlseville-Knob Lick) to
inspect all of its pipelines and customer services and to determine

the jurisdictional scatus of its operations,

weres

Praesent for Staff
Larry Amburgey, Inveatigator Supervisor, Gas Pipeline Safety

Branch; Ralph Dannis, Manager, Gas Branch; and Mark Hostetter,

Geologist, Gas Branch. Representing Higeville were Wilson Carter
and Jadie Parsons. Also present was Michael Harrelson representing
Halco Enargy,'Inc.

The pipeline facilities conasist of approximately 14.2 miles of
6~inch and 4-inch main line and a 3.4 mile, 4-inch lateral. Thie

system is located along the Barren~Metcalfe county line betwean the

communities of Hiseville and Knob Lick. Also given a cursory

inspection were soze residential services connscted to the system.

All pipelines identified herein have customer services. Included

in this report are: N:;j
1, Exhibit A -~ A county map (topographic) which depicts tﬁ;i
geographical location of the pipelines/service araa ;::
the extent to which the pipelines are interconnected.
2.

Exhibit B - A descriptive summary of pipeline detalils.
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Also identified during this inapection is a pipeline owned/
operated as Bowling Green Petroleum Company and its 3-plus miles of
pipeline which are parallel tc and croass the Hiseville-Knob Llck
line and will be discuassad in another investigation.

INSEECTION

During the period cof 1985-86, the 17.6 miles of pipeline was
constructed, and a compressor station was installed and a sales tap
made onto the Tenneasee Gas Transmission (TGT) pipelline by certain
individuals.,

This pipeline is now under the ownership and control of Wilson
Carter and Jadis Paraéna. Their purpose for the pipeline was to
acquire and/or drill new gas wells in the immediage area and sell
te the interstate pipeline market via TGT. Mr. Carter stated that
there are 80-90 abandoned wells in the area that could be utilised;
however, at present only approximately 18 wells are connectad to
the pipeline. Mr. Parsons stated that several of these wells are
dead (no longer producing gas) and therefores of no use as a source
of supply. o R

It had been reported to Staff that as many ax 50 customers. .
were sarved as farm tap service consumers in the past) hownvnr..lt?}h“
the time of this inspection only about 10 current customers were iﬁk
pointed out by Mr, Carter and Mr. Parsons. All but about 2 of
these customers own their own gas wells and may or may not be

dependent on the pipeline systsm gas supply.
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The Hiseville~Knob Lick pipeline has been operating as a gas
gathering syatem and may have sold gas into the TGT aystem, but is
not doing so at this time. A tariff for KRS 278.48% farm tap
service has not hteen filled with the Commission. Staff was not
notifled prior to the establlanhment of any service connections on
thie aystem as requlired by A07 KAR 5:026, Section 3(4).

FINDINGS
1. The 17.6 miles of pipeline inecluding the lateral line
which Higeville~Knob Lick has installed and maintained ls
oparated ams a self-contained gas ayatan, the only purpose
of which at pressnt is to providas servifn to end-users.
None cof the gas present in the system leaves the system,.
Gas sorvice to any end-user connected to this pipeline

represents a distribution utility function as defined in
KR8 278.010(3)(b).

2, The only current source of gas for customers connacted to

the Hiseville-Knob Lick gas system is approximately 18

natural gas/oil wells scattsred along the pipeline :ofign'. “"
The walls are identified as the 8, Wilson well (1), SAm

York well (1), Alton Shirley wells (5), Euel Grisr wail
{1), B, R. Carver wall (1), Roger Burris well (1), A% CS
McMillian wells (2), Dr. Plorence Rich well (1), Wayne
Poyntor well (1), and Jedie Parsons wells (3). The
pressure ln the pipeline from these wells was not

nbtained during the inspections howsver, it is assumad to



Report - Higeville-Knob Lick Gas Plpeline System
Page 4

May 25, 1994

be low., During the 19%3-94 heating season, llne presssure

was raported to have dropped sligniflcantly encugh to

R g

cause customer inconvenience. According tc Mr. Parsona,
during this period ha asked several lndividuals who had
wells of thelr own to allow production from their wells
to enter the Hiseville-Knob Llck gas system in order to
provide gas to its customers. In Statf's opinlon, it
would appear the 18 wells are inadequats to provide a
reliable supply of gas to the customeras during another
hsating ssason.

3. The Higevilla-Kncbh Lick gas ayutem' presently has
approximately 10 customers., All customers are metered,
but receive free gas in exchange for leases and righta-
of-way.

4. A large compressor located near the tap/connection point
with the TGT line does not appear to be connected to the

ayatem, and various lengths of pipe connection have been
removed.

5. Based upcon Staff cbssrvations, the Hiseville-Knob ngfa
gas aystem does not have adequate pipsline markers along
the routes of ths pipelines it has inmtalled.

RECOMMENDATIONS

1, Hiseville~Knob Lick should be declarsd a gas diastribution
utility and be required to develop and file with the

Commiosion an Operating and Maintenance Plan [807 KAR
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5:022, Section 13{2)(b)), an Emergency Plan [807 KAR
51022, Section 13(9)], a Damage Prevention Program (807
KAR 51022, Section 13(8)]}, and a Drug Testing Plan (807
KAR 5:021).

2, Hiseville-Knob Lick shall be required to demonstratae that
it haes an adequate and reliable supply of gas to meet
current local customer needs during peak winter demand
periods, and should Hiseville-Kncb Lick be unable to
demonstrate such ability, Staff may recommend the
abandonment cf this system, and customars will be
notifled tc secure alternative haeaating sources.
Hiseville-Knob Lick should provide any a;tunl preduction

Eiqu:ai or well Enltl it has regarding its existing
wells.

3. Hiseville~Knob Lick should submit a list of all end-use

customers whe were provided gas service during the pariod

of September 1, 1993 through April 1, 1994,

4. Hiseville-Knob Liok‘'s meters and regulators at sll "
customer services should comply with 807 KAR 951022, L
;m"".f" PLe T
Section 9(2)(a), (b), (c), and (8). S e

5.

Tost requirements for service lines and plastic pipelines
before being placed in service should comply with 807 KAR

51022, Section 11(6)(a), (b}, (c); and Section 11{7)(a),
(b)Y, (c), and (d),
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6. Higeville~Knob Lick should opsrate its psystem at
pressures in complianca with 807 KAR 51022, Section
13(12)(a) and (b) and Section 13(13)(a) and (b).

7. Any service lines reinstated for sarvice by lilseville~
Knob Llck, or any facilities which Hlseville=Knob Lick
abandons or Lnactivates, should comply with 807 KAR
51022, Sectlion 14(l4) and (15).,

8. Each Hiseville=-Knob Lick customer ashould be saparately
metered to comply with 807 KAR $:022, Hectlon 8(2)(e),
including customers who receive gas as compensacion for
leases and rights-of-way (807 KAR %:022, Hnut&;h
B(2)(b)]. ’

9. Hisaville=-Knob Lick's installation of plastic pipe should
comply with 807 KAR 51022, Ssctlion 7(12)(a), (o), (d),
(£), and (a). The dapth of Hiseville=Knob Lick's plastic
pipelines and whether tracer wire (or other means of

locaticn) has besn used is unolear and should be the
foocus of a follow~up inspection.

10. Hispeville-Knob Lick should submit a tariff as
distribution utility with all rates, services, and’ oy
it intends to provide. Hisevilla~Knob Liock's tid!‘!. m..

should addross in some mannet the frse gas whioh

Hisoville~Knob Lick currently provides to some cultOIlf;.

and such rates and sarvice should be in compliance with
KRS 278,030 and KRS.,170.
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11, Plpeline markers inatalled by Hiseville=Knob Lick should
comply with BO7 KAR 5:022, Section 14(3)(a), (@), and (d)

1 and 2.

MH/mll
Attachmenta

Reapactfully submitted,

““ ;g;:z ;;
Arry rony

. .
Investigator Supnrvidsr

alph . .
Gaa Brfanch

Qeclogints




Exhibit B

Deacriptive Summary
Hisevilla=Knoh Lick Gas Service Area and Plpeline

Pipaline Name: Hisaville=Knob Lick Pipallne

* M v
Location: Beginning about 1 mile northweat of Himeville, Kentuok

along Ky. Rte. 70 and continuing southaast and sast a total of 17,

milea to an interconnection with Tonnessee Gas Transmimsion pipe-
line about 1 1/2 milea eamt of Knob Lick, Kentucky. The BSarren=
Metcalfe County line bimects this plpeline network.

No. of Customers:

Approximately 10, possibly several mora not yet
antiriad,

Conatruction: Approximately 25,000 feat of 6-inch plastic pipe and
approximately %0,000 faet of 4-inch plaastic pips in the main line.

One lateral consisting of 18,000 feet of 4=inch plastic pipe
located in the Loves Xnob area of Barrsn County.

Source of Gas: Approximately 18 local oil/gam wells.

©omidy
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APPENDIX B L

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMNISSION IN CASE NO. 95~436 DATED 10/6/95

NATURAL GAS OF KENTUCKY

Mark O'Brion, President
PO, Dox 23187
Lauleville, KY 4022)
(502) 238.9659

June 2, 1954

Mr. Ralph Dennta, Maoager of Qua Brauch
Public Servico Commission

730 Schanks! Lane

Frankforr, KY 40802

Deat Ralph:

A2 par aut numerous discussions on the Hisevitle Knob Lick gas pipeline aystem, pleass £
snclosad Natural Qag of Kantucky's respasss to your May 23, 1594 Brisf. Natueal Qus o
Kantuoky is owned {n squal pans by Jadia Parsons of Cantar Kantucky, Matk O'Brien of

Wa are responding to this Briaf Jcss the Bowling Creent Petrolsum line which ls nos » part
out propossd new vanturs ia tha Hiseville, Lick aren. It 1 Natural Gas of Kantucky
intant 30 apply to becoms an LDC for the Nisevilla, Knob Lick gas pipeline. We have
previcuuly ssked the commission to add to aur tranaporiation wariff for Olass Paving

Company 10 callver gas @ Qlus Paving Company's asphalt plant in Horsa Cave, Kentueky
which would uss the same a3 transmistion line &3 our propossd LDC symem,

In spacilic responaa ta your seeommendations beginning on Page 4!

1, I8 1s tha intent of Nawsal Ons of Keniucky Lo spply for and comply with all
aspects of an LDC,

2. Nstueal Osa :.I“K:nmkv ha upm‘l:d witg‘ 'rw;; m 8-
sompany 1o peimary aupplier of gas By
dsmand neads, Addlilonally, we intend 1o buy on sn as avallahle basis
swoondary 39 from local production from Mammoth Petrolaum {rom local
wills,

3. Please ass attachad i,

€C. 23 8¢ L1333 MM PLZ



FAX TRANSMITTAL MEMO
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Mt. Ralph Dennu
Page Two

4 Our {ntem { to upgrads sod/or change all metars that are on this system and
1o insml) new meisrs which will comply with the appropriste tequirements.

5. We intend to coordinate all of our line taating and ths canmruction of new
lines with the appropriate PSC ttaff to insure that we are in compliance with
all tha applicable section.

6. Ses number 3 shove

7. Sae number § thove

a, Tt is our understanding thact each customer cutrently has s separste meter,

9, It {s the intent of Natural Oas of Keatucky o comply with all aspects of

g pipaline safsty and regulatons for the construction of new lins, including
traslng wire. Natural Chas of Kanrucky Is not awate of tracer wire being used

the existing 1iss and we will need to discuss this with PRC stafl.

10.  Seo number 1 shove g

11. It is the intant of Natural Oaa of Kentucky to install appcoptiste markers the
ontire loagth of the llas complying with the appropriate sectons of Code.

Ralph, as you sre awars ws weld Hka o yget this project moving forward and we would.
very much appreciate meatlng with you and your staff az your saclisst convenlonos to sasure:
hat wa ars spprosching this project in ths proper mansar.
1 look forwund to hearing [rom you.

Sincerely,

Tl ad?

Mark O’Brisn

cc:  Bob Bams of Helton, Linton, Cranfill & Hall
Jadic Parsons

Enclosuros , R



