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On May 25, 1994, the Commission issued 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 system 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 himself as one of

the owners, the pipeline system was installed in 1985-1986 to

deliver gas from wells it planned to 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 Gas")

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



report indicating that the owners of Natural Qaa are Jadio parsons,

Nark O'rien, and J. T. Slms. It statod its intontion ta seek

authority to operate the Hiseville-Knob Liak pipollne system ao a

local gas distribution company. Natural Qas also identltled eight

individuals currently oonnectod to tho pipeline system as of

June 1, 1994 and stated that 10 more connections existod but wore

not being served due to lack of gas ~

On June 22, 1994, Staff met with Natural Qas to discuss its
proposed application to operate a gas utility tor tho Hisovillo-

Knob Lick area. Initial tiling requirements for tho application

were reviewed, including a proposed rate and tarilf for
distribution service. Application ot 807 KAR 5>022 relative to the

existing pipelines and the need far prior Commission approval

regarding any additional construation were also discussed.

However, on November 9, 1994, Bluegrass Qas Salos, Ines

("Bluegrass Gas") filed an applicatlan docketed as Case Na. 95-
433,'equesting Commission approval for oonstruation, tinancingg

rates, and authority to operate as a utility. The area in which

Bluegrass Gas proposes to provide serviae includos tho Hisevillo-
Knob Lick communitiest use of the pipeline facilities previously

inspected by Staff in April 1994< and construation ot additional

pipeline. In response to the Commission's February 22, 1995 Order

in Case No. 94-433, Bluegrass Qas indioatod that it is owned by

Case No. 94-433, The Petition ot Bluegrass Qas Saloons Inc tor
Approval of a Certificate at Convenienae and Necesoity to
Construct Facilities, Approval of Financing, Approval of
Initial Rates and Operation of a Natural Qas DPstribution
System.
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J. T. Sims, Jadie Parsons, and Nark O'rien and that the existing

system includes one- and two-inch "spur lines" which are 1 to 3

years old,

Zn response to the Commission's Nay 24, 1995 Order in Case No.

94-433, Bluegrass Qas stated that 52 customers are currently

receiving gas service from Natural Gas through facilities which it
proposes to sell to Bluegrass Gas. Although these facilities are

the same pipelines which were the sub]ect of Staff's Nay 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

service. Natural Qas has an approved tariff on file with the

Commission authorising gas transportation service to two

customers,'ut does not have an approved tariff to provide

distribution service, an apparent violation of KRS 278.160(2).
Natural Gas may also be in violation of KRS 278.020, it appearing

that additional pipeline facilities have been constructed without

Commission approval. Numerous violations of 807 KAR 5~022 as

listed in Recommendations 4 through 9 of the Hay 25, 1994

inspection report also remain outstanding.

Based upon the foregoing, the Commission finds that a prima

facie showing has been made that Natural Gas and J. T. Sims, Jadie

Parsons, and Nark O'rien, individually, have violated KRS

278.160(2), KRS 278 '20 and 807 KAR Si022 ~

Case No. 93-283, Gas Transportation Agreement Between Scotty's
Contracting and Stone Company and Natural Gas of Kentucky,
Znc. Order dated January 31, 1994.



IT IS THEREFORE ORDERED that(

1. Natural Cas and J. T, Sims, Jadie parsons, and Nark

O'rien, individually< shell appear represented by counsel at a

hearing scheduled for November 17, 1995 at 10s00 a.m,i Eastern

8tandard Time, in Hearing Room 1 of the Commission's offices at 730

Schenkel Lane, Frankfort< Kentucky< to show cause why each should

not be fined individually pursuant to KRS 278.990(13 and KRS

278.992(1) for the violet iona alleged herein.

2. Within 10 days of the daCe of Chis Order< Natural Oas

shall file a list oi all customers curr'ently receiving service from

the Hiseville-Knob Iick pipeline and Che daCe service was initiaCed
to each< and a response to Recommendations 4 through 9 of Staff's
Nay 25, 1994 inspection reporC, specifically indicaCing what acCion

was taken and when it was completed.

3 ~ Natural Gas shall not provide service to any additional
distribution customers withouC prior Commission approval.

Done at Frankfort Kentucky, Chis 6th day of October, 1995,
FDBLIC SERVICE CONNXSSXON

ATTESTs

H.8
Executive Director

vice chairman

commxsssoner



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
CONNISSZON ZN CASE NO ~ 95-436 DATED 10j6/95

CONNONWEALTH OF KENTUCKY
PUBLZC SERVICE CONMISSION

INSPECTION REPORT

Hiseville-Knob Lick Gas Pipeline System
Barren and Netcalie Counties, Kentucky

Nay 25. 1994

BRIEF

Qn April 25 I 1994 I Commission Staf I f Staf f ) visited the

Hisevi lie-Knob Lick Qas Pipeline System (Hiseville-Knob Lick) to
inspect all of its pipelines and customer services and to determine

the jurisdictional status of its operations, Present for Staff
wares Larry Amburgey, Investigator Supervisor, Qas pipeline Saiety

Branchy Ralph Dennis, Nanager, Qas Branch; and Nark Hostetter,

Geologist, Gas Branch. Representing Hiseville were Wilson Carter

and Jadie Parsons. Also present was Ni,chael Barrel'son representing

Halco Energy, Znc.

The pipeline facilities consist of approximately 14.2 miles of
6-inch and 4-inch main line and a 3.4 mi,le, 4-inch lateral. This

system is located a).ong the Barren-Netcalfe county line between the

communities of Hiseville and Knob Lick. Also given a cursory

inspection were some residential services connected to the system,

All pipelines identi,f led herein have customer servi,ces. Included

in this report are:
1. Exhibit A - A county map (topographic) which depicts the

~~~

geographical location of the pipelines/service area and

the extent to which the pipelines are interconnected.

2. Exhibit B - A descriptive summary oi pipeline details.
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Also identified during this inspection is a pipeline awned/

operated as Bowling Green Petroleum Company and its 3-plus miles of

pipeline which are parallel to and cross the Hissville-Knob I iok

line and will be discussed in another investigation.

INSPECTION

During the period of 1985-86, the 17.6 miles oi pipeline was

constructed, and a compressor station was installed and a sales tap

made onto the Tennessee Gas Transmission {TQT) pipeline by certain

individuals.

This pipeline is no» under the ownership and control of Wilson

Carter and Jadie Parsons. Their purpose for ths pipeline was to
II

acquire and/or drill new gas wells in the immediate area and sell
to the interstate pipeline market via TQT. Mr. Carter stated that

there are 80-90 abandoned wells in the area that could bs utilissd)
however, at present only approximately 1S wells are connected to
the pipeline. Mr. Parsons stated that several of these wells are

dead (no longer producing gas) and therefore of no use as a source

of supply. 'wi.~
It had been reported to Staff that as many as 50 customasm.

were served as farm tap service consumers in the past) however,. aC

the time oi this inspection only about 10 current customers wesa

pointed out by Mr. Carter and Hr. Parsons. All but about 2 of
these customers own their own gas wel.ls and may or may not be

dependent on the pipeline system gas supply.
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Tho Hloov}llo-Knob Lick pipeline hss boon operating ss a gae

gathering system snd may have sold gas into the TOT systems but is
not da(.ng so at this time. A tarifi for KRS 278.485 farm tap

harv(ca nos nat !-son filed with the Commission. Staff was not

notil lsd prior ta tho establishment af any service connections on

this systom ss rsqulrod by 007 KAR 5i026, Section 3(4),
PINDINGS

1 ~ The 17,6 miles af pipeline including the lateral line

which l(loovillo-Knob Lick has installed and maintai,ned ia

operated as a soli-contained gas system, the anly purpose

of which at present ls to provide service ta end-users.

Nano af tho gas present in ths system loaves tho system.

Oaa oorv(,ae ta any ond-user cannected to this pipeline

represents a dl,atribur,i,on utility function aa defined in

KRB 27'10(3)(b) ~

2 ~ Tho only current. source af gas for customers connected to

the Hlsoville-Knob Lick gas system is approximately 18

natural gaa/oil wells scattered along the pipeline route.

The wells are identified as the S. Wilson well (1)> BBa ~ l g
York well (1) i Alton Shirley wells (5), Euel Orler iiiLlg IV

(1) g Be Re CarVer Well (1) g Rager Burrla Wall (1) g AO (

NaNllllsn wells (2), Dr. Ploronco Rich woll (1), Wayne

Poyntor well (1), snd Jadie Parsons wells (3) . The

prossuro in the pipeline I'rom these wells was not

obtained during the inspection> however, it is assumed to
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be lcw. During the 1993-94 heating season, line pressure

was reported to have dropped signiiicantly enough to

cause customer inconvenience. According to Nr. Parsons,

during this period he asked several individuals who had

wells of their own to allow production from their walla

to enter the Hiseville-Knob Lick gas system in order to

provide gas to its customers, In Staff'a opinion, it
would appear the 18 wells are inadequate to provide a

reliable supply of gas to the customers during another

heating season.

3. The Hisevilla-Knob Lick gas system presently has

approximately 10 customeLs. All customers ars metered,

but receive frss gas in exchange for leases and rights-

of waye

4. A large compressor located near the tap/connection point

with the TOT line does not appear to be connected to the

system, and various lengths of pipe connection have been ~l,
removed. "~p
Based upon Staff observations, the Hissville-Knob LiWQ

.I'aa

system does not have adequate pipeline markers alone"

the routes of the pipelines it has installed.
RZCQN4EHDATTONS

1. Hiseville-Knob Lick should be declared a gas distribution

utility and be required to develop and file with the

Commission an Operating and Haintenancs Plan f 807 KAR
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5:022, Section 13(2) (b) ), an Emergency Plan [807 KAR

5>022, Section 13(9)), a Damage Prevention Program (807

KAR 5i022, Section 13(8)], and a Drug Testing Plan (807

5>O23)

3. Hiseville-Knob Lick shall bo required tc demonstrate that

it haa an adequate and reliable oupply of gaa to meet

current local customer needs during peak wintor demand

peri,ods, and should Hiseville-Knob Lick be unable to
demonstrate such ability, Staff may recommend the

abandonment cf this system, and customers wi.ll be

notified to secure alternative heating
sources'iseville-Knob

Lick should provide any actual production

figures or well tests it has regarding i,ta existing
wells.

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

customers who were provided gas service during the period

of September 1, 1993 through April li 1994 ~

4. Hissville-Knob Lick' meters and regulators at all
customer services should comply with 807 KAR $ 4021'i

Bsotion 9(2)(~), (b), (o), and (f). gjj,fv 4~~.'g,'e

Test requirements for service lines and plastio pipslfnsa
before being placed in service should comply with 807 KAR

50022 i Section 11(6)(a) g (b) g (c) f and Section 11(7)( ~ ) g

(b), (c), and (d).
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6. Hloovlllo-Knob Lick should operate its system at

pressures ln compliance with 807 KAR Si022< Saation

13(12)(a) and (b) and Saetian 13(13)(a) and (b) ~

7. Any sorv leo 1lnos rolnstatod rcr aorvico by Hlseville

Knob Lick, cr any Cacllitfos which Hlsevlllo-Knob Lick

abandons or lnactlvatos, should comply with 807 KAR

5i022, Ssctlcn 14(14) snd (15) ~

8. Each Hlseville-Knob Lick oustomer should be separately

metered tc comply with 807 KAR Si022, Seatl,on 8(2)(e),
inaludfnp

customer's

who receive gas as compensation Cos

leases and rights-oC-way (807 KAR Si022i Section

8(2)(b)l
9. Hisaville-Knob Llak'a installation oC plastic pipe should

comply with 807 KAR Si022i Section 7(12)(a) t (a) t (d) r

(C), and (o). The depth ot Roseville-Knob Lick's plastic
pipellnoo and whether tracer wire (or ether means oC

location) has been used ls unclear and should be the

focus oS a follow-up inspection.

10. Hiaeville Knob Lick should submit ~ ter i!C as

distribution utility with all rates, aerviaes, an&'aH)N.

l,t intends ta provide. Hiaeville-Knob Lick's tahQL

should address l,n some manner the Cree gas whioh

Hiseville-Knob Lick currently provides to some customersi

and such rates and service should be l,n compliance with

KRS 278.030 snd KRS. 170.
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ll. pipeline markers installed by Hissvills-Knob Lick should

comply arith 807 KAR Si022, Ssotion ltl5)ta)e (c)i and (d)
1 and 2.

Respectfully submitted,

Larry L4 Amburgsy
/'nveetigatorSuperviCor

Ralph,centi ~ > Manager
gas BFanch

MH/ml
'ttachments

Rata woststtsr
t)solcgist.t
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Descriptive Summary
Hisaville-Knob Lick Oas Service Area and pipeline

Pipeline Namei Hiseville-Knob Liok Pipeline

Locationr Sssinnins about 1 etio northwest of Iieevllle, Kentucky
ii.one Ky. Rte. 70 and continuin0 southeast and east a total of 17.5
milan to an intarconnaction with Tennessee Cas Transmission pipe-
line about 1 1/2 miles asst oi Knob Lick, Kentucky. The Batten-
Natcalfa county line bisects this pipeline network.

No. of Customers> Approximately 10, possibly several mote not yet
idantxfian»

constructions Approximately 25,000 feet of 6-inch plastic pip» and
approximately 50,000 feet of 4-inch plastio pipe in the nein line.
One lateral consisting of 18'00 fest of 4-inch plaatio pipe
located in the Loves Knob area of Barren County.

Source of Sasr Approximately 1$ local oil/qaa wells.



APPENDIX B

APPENDIX TO AN ORDER OF THE tcENTUCttY PUBLIC SERVICE
CONNISSION IN CASE NO. 95-435 DATED 10/6/9S

NhTURAL GAS OIf KENTUCKY
Moses 0 Instr a vv~t

tiO. ben gglgt
LauUvgU, KY dggQ

(ggg) ooo oooo

June 2, 1994

htr Ralph Dennis, Msnegec ut Qet Braooh
public Service Commission
750 Soheuhei Lsno
Prsahton, KY 4Ddtt2

Dost Ralph:

Aa poc aut numecous dlsousshms on ths HUavttts ttnab Ltoh gas pipeline ayswm, plasm i',

enclosed Nshind Ou of Ãsnnttky' teepansa to yout May 2$ , )gfte btiet, Nstucsi Qss ts
Kentuehy ie owned ln equal posts by )sdle petsous ot Cenmc Ksntuohy, Math O'Brien ot
Loubvllls Ksnmohy, end ),'y, Somme at LaulsviiU Kenuudty.

tlye sts respasding to this btis! lom the bowling Qteen trettoleum line whish iv not ~ pert
our pcoposed rww venmce in the HUsvllls, Knob Lish ates. ll U Nstuml Oss ot Kontuahy
Joieot to apply to hooorue so LDC tor the ttivevtiie, Knob LUh gaa tdpeliae, Wo have
previously salad the ootnmUelon to edd co ouc tconepottstton tacit) tor Qlw paving
Company m dell sec gss to Qlses paving company's sspheh plant in Hates Cave, Keoruohy
which would uss tbe one gas tcansmlaslan line aa ouc ptoposed LtyC system.

Io vpeoitto rvvponee ro your rvoommendsdons heglltning oil page
4'.

lt is the inteat ot Nsurtsl tyss ot Kemuehy to apply toc sad comply with all
~speal ot an LDC,

Nstucsl Qas of Kaatuehv has nsgodstad with Tennessee Qae ttsthstlng
~ompsny m he ibe pctmscy suppgec ot gss loc thU system ta meet penis
demand needs, Additionally, we intend ta buy on sn as svagahle hasU~v'y gas ttum losel ~~r ttom Mammoth pettoleum from local
wslU.

Please evo envehed list,

cd. ts tv !itt cr( cst
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Mr, Ralph ftruuts
Pelts Two

4. Our tntsot tt to upgrade aod/or cheeks all eaten that ato on this systetn and

to tnsalf new natsta which will comply with ths appropriate rstfuitstusnts,

5. PJe intend to coordinate sll of e» Sns tsedng and ths construction of ncw

Hoss with tea spptcpttata PSC staff to msuta that ws ars ln compliance with

att tbs appkasbts sections,

6, Sss uumbst a above

7, Sss number 5 above

8 It Is our uadsrNltuttng that sash cuslonlsr currently hss a ssparNI laster

9. lt is tha Intent of ffatural Oaa of Kentucky to ocmply with all aspects of
pipeline safety and renuletfons for ths otntattucdon of new line. lnobunng

trastag wtrs, Natural Oas of ffsntucky ls not swats ot tracer wire bolnS used

the satsttng line aad ws wttf nssd io discuss this with PPC staff.

/
t0. Saa number l shove

l 1, lt ls Ihs tutsnt of Natural Oas of Kentucky to install appropriate markers tha

Ontirs tsuath Df tbs ttas Ooutplytag with tha spptoprhtte sections of Cods.

Ralph, as you sre swats ws old like to kst this prelect tnovlnk fotwatd snd wo |souht.

very much apptetdste msednS with yau and your staff at your earliest oouvsnlonos to ensure:

tbst ws srs spproschlntt dde project ht Ihe proper mannet.

l look forward to hearing frets you.

Sincerely,

. fi'(c~IW~
MasK O'Sttsn

cc: Sob lass of ffslton, Elnton, Ctanftll 4 tfatt
Jsdfa Parsons

Snclosvrcs

i~cn.


