COMMONWEALTH OI' KENTUCRY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Mattor of,

NATURAL GAS8 OF KENTUCKY, INC.
CABIL NO. 95-436

ALLEGED VIOLATIONS OFF KR8 CHAPTER 278
AND 807 KAR 5:022

et et ot s e s
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on October 6, 1995, Natural Ges of Kentucky, Inc. {"Natural
Gap") and lts owners and operatcors, J.7. Sims, Jadie Paraons, and
Mark O'Brien, wore directed Lo appoar beforo the Commission and
show cause why thoy should not bo penalized purpuant to KRS 278,9%0
for alleged violations of KRS8 Chapter 278 and 807 KAR 51022,

Following tho commencement of thie preoceading, Natural Qaas,
J.T. Bime, Jadie Parpons, Mark O'Brien and Commipeion Btaff entered
into negotiationa to resolve all disputed igsues. On November 27,
1995, thoy executod a Settlement Agreement, which is appended
hereto, and pubseguently submitted it for Commisamion approval,

After roaviewing tha Sattlament Agresment and being otherwine
pufficiently ndviced, the Commiselon £inds that the Bettlamaent
Agreement is 1in accordance with the law, does not violate any
regulatory principlc, resulto in a reasonable resclution of this
cape, and 1o in the public interest,

1T 18 THEREFCRE ORDERED that:

1. Thae S8ettlament Agreement, appended hereto, is

incorporated into this Order ap if fully set forth hsrein,



2. The terma and conditiona aet forth in the Settlement
Agrooment are adopted and approved.

3. Natural Gas ia aaseaped a penalty of §3,100,

4, Natural Gas shall pay the asseased penalty within 10 daya
of the date of thia Ovder by certified check or meney order made
payable to Treasurer, Commonwealth of Kentucky. &ald check or
woney order ahall be wmailled or delivered to the Office of General
Counnel, Public Service Conmisaion of Rentucky, 730 Schenkel lLane,
P. 0. Box 61%, PFrankfort, Kentucky.

Done at Prankfort, Rentucky, this 1ith day of December, 1995,

PURLIC SERVICRE COMMISSION

Cﬁ’iﬂéﬁk-tixéﬁﬂaJﬁﬁﬂq"

Eamq}aaioner

ATTEBT:

| Mo,

Exacutive Director




IN CASE NO. 93-436 DATED DECEMBER 11. 1995,

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 XAR 5:022

L W L T T e

SETTLEMENT AQREEMENT

o This Agreement is made and entered into this _jf;aay of
,j/ﬂg & L’, 1995 by and between the Staff of the Public Service
Commission ("Staff"), and Natural Gas of Kentucky, Inc. {"Natural
Gae"), and its owners and operators Jadle Parsong, J.T. Sims, and
Mark O'Brien.
WITNESSETH:
THAT on October 6, 1995, the Public Service Commission issued
a Show Cause Order in Case No. 95-436 alleging that there is prima
facle evidence that Natural Gas, ilts owners and operators, J.T.
Simeg, Jadle Parsons, and Mark O'Brien, violated KRS Chapter
278.160{2), KRS 278.020, and 807 KAR 5:022;
THAT on April 28, 1594, the staff inspected the
“Hipevilla/Knob Lick" gas system;
THAT as a result of that inspection certain possible
violations of Commigsion regulations were found:; and,
THAT in order to resolve the issues in the Order of October 8,

1995, the parties agree to the following stipulation of facte:



1. Natural Gas operated a pipeline syetem in the Barren and
Matcalfe Countios area serving a limited number of customers in the
Hisoville/Knob Lick area;

2. Natural Gas did not have P8C approval to oparate a
diptribution system and did not have an approved tariff on file
with the Commisgion to provide distribution service, but charged
oxioting distribution customers a rate of 56.00 per MCF;

3. Natural Gas informed the Staff on June 2, 1994 of its
intention to seek authority from the Commiseion to operate as a
local distribution company;

4, Natural das did not file its application, however, on
November 9, 1994, Bluegrass Gas Sales, Inc, filed an application
roqueasting approval to operate a gas system which included the
Hisaville/Knob Lick arsas;

5. Natural Gas and Bluegrass are owned by the same persons;

6, 8ince staff’'s April 28, 1994 inspection, Natural Gae has
conptructed additional lines and added more customers;

7. Natural Gas failed to file an application for Commissicn
approval which led to the issuance of the Order of October 6, 1995

8, Bluegruss received approval £rom the Commission on
October 6, 1995 in Cuse No. 94-433 to construct and operate a gas
distribution system, which includes the Hiseville/Knob Lick area.

9, Bluegrass has notified all customers of Natural Gas of
the transfer of service and proposed rate.

10. Bluegrass has an adequate supply of interstate pipeline

gas to serve the Natural Gas customers;
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11, Bluegrasas has been authorized to assume coperaticnal
control of the Hiseville/Knob Lick custcomera and facilities and has
adequately addressed the deficiencies enumerated in the Staf€
Inspaction reporxt dated May 25, 1994;

NOW THEREFORE, Natural Gaa, Jadie Parsons, J.T. Sima, Mark
O'Brien and the Staff further stipulate and agree as followa in
gettlement of thia matter:

NOW THEREFORE, IT IS AGREED AS FOLLOWS:

1. Natural Gas no longer provides natural gas distribution
service to any customers.

2. The deficiencies idencified in the May 25, 199%4
Inspection Report, Recommendaticns 2, 3, and 10 have been met by
Bluegrass Gaa Salea., Recommendationa 9 and 11 apply to pipelinas
and facilities owned by Bluegrass Gas Sales and Natural Gasg, and
will be addressed in subsequant comprehensive safety inspeactions by
Commigsion Staff for each company. All remaining Recommendations
{1 and 4 through 8) will be addressed in the Commiseion‘’s £inal
Order in Came No. 94-433,

3. Bluegraas has been authorized by the Commigaion to
operate 48 a gas distribution company and haes filed proposed rates
for pervice to all customers, including the Hiseville/Knob Lick
customers.

4. The Commiesion initiated this case based on information
sufficient to necessitate further investigation.

5. The Staff, Natural Gas, Jadle Parsons, J.T. Sims and Mark

O'Brien agree that Natural Gas should be fined 54,200. However,

-3~



Staff recognizes the efforts made by Natural Gas to bring the
existing facilities in the Hiseville/Knob Lick area into compliance
with Commission regulations, including the application submitted by
Bluegrass Gas Sales in Case No. 94-433. Natural Gaa hae also
cooperated in the inspection of the pipeline facilities and the
performance of tests regquired since Staff’'g 1994 inepectiecn. For
these reasons, Staff will recommend that a portion of the fine be
compromised, and that Natural Gas pay a panalty of $2,100.

6. Bluegrass Gas, Jadie Parsons, J.T. Sims and Mark O'Brien
agree to correct any deficiencies in the operations and facilities
of Natural Gas and to make any additiconal modifications to conform
to Comminsion regulations.

7. This settlement agreement 1s subject to the approval of
the Public Service Commisseion,

8. The 8taff hereby rescommends to the Public Bervice
Commission that this Settlement be adopted in its entirety and
without change or medification,

9, If the Publlic Service Commimesion fails to adopt this
Agreement in its entirety, Natural Gas, Jadie Parasons, J.T. Bims
and Mark O’Brien remerve the right Lo withdraw from it ard to
proceed with the case, In such event, none of the matters
contained in this settlement shall be binding on any of tha partias
hereto.

10. All of the parties agree that the terms of this
settlement are reasonable, factually accurate and it ips 4in the

public interegt to resolve this matter.
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1. If tha aaettlement is adopted in ita entiraty by the
Public Service Commiassion, this Settlemant shall conatitute a final
adjudication and diemissal of the allegationa raised in the Show
Cause Ordax of Ogtober 6, 1995 without the nead for a hearing.

12, If tha &ettlement Agreement is accepted by the
Commission, the parties agree not to requeat rehearing or to appeal

the erder to Franklin Clirouit Court,
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