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CDMMQNWJM,"HOFKENTUCKY 

BEFORE THE PUBLICSERWCE COMMISSION 

In the Matter of: 

KENI'UCKY FRONTERGAS 
GOMPAJW,LLCASBANKRlJPTCY 
OPERATOR OF B.T.U.GAS G Q M P W  

vs. W E  NO. 2012-00028 

€%WRY TKOMP!jON, THOMPSONEMERGY 
ET.AL ANDOTHERUNKNOWNENTfTIES 

STIPULATION AND RECOMMENDATION 

It is the intent and purpose of the pa,rties to ehis proceeding, namely Kentucky Fmntier Gas, 

LLC (Fmntier) and Hany Ihompson, Thompson Energy, AXG, Inc., (forme& known as Whn 

Gathexing Systems, Inc.), Chattaco, Inc., and any and all other natural gas gathexing or pipeline 

companies owned or conmlled by Harry Ihoxnpson and operating in nhgof i  Gunty., Kentucky 

(coliectively referred to as lhompson),and their SUCC~SSOIS and assigns to express their agreement on 

a mutxlay.satisfactoxyresolution of all of the issues in the instant proceeding. 

It is understood by all patties that this Stipulation and Recommendation is not binding upon 

the Public Semice commission ("Gmmission"), and does not represent agreement on any specific 

facts or documents or agreement on the a c w ,  validity, legality or enforce&& of any documem 

"he psrdes have expended considerable efforts to reach the agreements that form the basis of this 

Stphion and Recommendation The lpanties agree that phis Suphion and Recommendation viewed 

in its e h t y  constitutes a reasonable resolution of d issues in this pmceedmg. 



In addition, the adoption of this Stipulation and Recommendation will eliminate the need for the 

COIllrnission and the parties to expend s d i  resou~ces in lrtigation of this pmeeding and d 

elimimm the possibility of and arry need for or appeals of the Chnmission's final onier. It is the 

position of the parties that this Stipdation and Recommendation is supported by sufficient and adequate 

data and infomation and is eraitled to serious considemtion by the commission. Based upon the pardes' 

participgtion in sealement conferences and the nz;zterials on file .with the O>mmission and upon the 

belief that these materials adequately suppon this Stipulation and R e c o m & n ,  the pdnies 

stipulate and recomnd the fobwing 

1. OAKLEY PIPELINE. 'Ihe natural gas pipeline referred to as the OAKLEY 

PIPELDE is the subject of an Agreement and Bill of Sale dated Februaxy 15,2006, among Wilon 

Gathe Systems, Inc. (now AXG, Inc.) and B.T. U. Gas Company, Inc., and described as: 

Begbing at the P&R trust pmpeq located on Craft Geek and + 
b y $  the easements of Alvin Minix; Greg and Manuel Minhr, Pad Baily 
a n d m  J. H b d t h e n c e  alongthe bankto the railroadand following the 
railmad mck along the €bwad propertyto the Carver church acms Rob 
Minix and Paul Bailley pmpedess; thence leaving Tmvis S h e d  pmperty, 
I-Tager Minix, P d k  pmperty, Ronald Minix, Franklin Bailey, Tommy 
Fmier, Lany Lee &nett, RC May and vpillard %to the coqmsor  
stationlocatedonthe James EdgarAme#;pmperty. 

The OAKLEY EWELINE as covered by this Stipulation is the segment of pipehe running 

along the Right (westerljj Branch of Oakley Chek down to its intersection with the Frontier 

BTU system near Highway 1635 and specifically excludes the segments of pipe that run south on 

Highway 1635 from Right Branch toward Tiptog fliptop Extension) and the pipeline running 

fmm Canrer west along Beeme and Boarduee Branches to Hwy 30 and then along €-by 30 to 

Hendricks (ciwer Extension). Each of these pipe segments ( U e y ,  'Ilptop Extension and 

Carver Extension) is highlighted on the attached map, which is made a part of this Stipulation 



and Recommendation. The Xptop and Carver Extensions are agreed by the parties to be part of 

the Frontier BTUsystem. 

2. Frontier and Thompson w e  that the pipeline identified as the OAKLEY 

PIPELINE on the attached map is to be considered in the possession of Chattaco, Inc. via 

assignment from AXG, Inc. Frontier is not a party to the transactions with or among the 

Thompson companies and takes no position on their legal status. Chattaco, I C .  shall operate the 

Oadeypipeline as a Datllral gas gathering pipeline. Frontier will not assert or claim ownership of 

this segment of the pipeline in any legal or administrative action or proceeding. 

3. Any n a n d  gas customer connected to the Oakley pipeline shall be served as a 

reMil tariff customer of Frontier as more fully described in pat.agraph 7. 

4. To utilize the capacity of the Oakley pipeline to the benefit of both Chattaco, Inc. 

and Frontier, Frontier shall install a flow meter at a point of intersection of Frontier's pipeline 

and the Oakley pipeline and identified as OAKLEY METER on the attached map. Chattaco, 

Inc. shall make available through the Oakley pipeline sufficient pipeline quality n a d  gas as may 

be required to serve the Frontier customers on the Oakley pipeline. The me and conditions of 

service for the gas shall be contained in a contract for gas service, which is being filed s e p t e l y  

as a special contract pursuant to IORS 278.160. The execution of this contract is an integral part 

of and a condition to this recommendation and Stipulation. 

If at any time ohattaco, Inc. cannot deliver sufficient gas through the oakey pipeline to 

meet those customers' demand, Frontier shall have the right to use the Oakley pipeline during the 

time of such supply deficiencyto place natural gas into the Oakley pipeline at no cost to Frontier 

from any source available to Frontier to service the Oakley customers. Should the some of 

marketable gas supply available to Chattaco, Inc. on the Oakley pipeline p e m e n t i y  cease to be 

available for any reason, Chattaco, Inc. agrees to allow delivery of gas through the Oakley 



pipeline by Frontier for Frontier's use at no cost or at Frontier's option to -fer the pipeline to 

Frontier at no cost. 

5. HENDRICKS PPELTNE. The n a d  gas pipeline refenred to as the 

HENDRICKS PIPELINE was the subject of an Agreement and Bill of Sale dated February 15, 

2006, among Wdon Gathering Systems, Inc. (now AXG, Inc.) and B.T. U. Gas Company, Inc. 

and descnled as: 

... a gathening pipeline in NEigoffin Cbq, Kentucky from the Mountah 
parkwar ab% State. Route 30 to the Middle Foxk School a dismnce of 
appmhbfOUr  (4) to five (5) &... 

6. Fmntier and Thonnpson a&ree that this pipeline idexnified as the HENDRICfC3 

Chattaco, Inc. via PIPELINE on the d e d  map is to be considered in the possession of 

assignment from AXG, Inc. Frontier is not a party to the transactions with or among the 

Thompson companies and takes no position on their legal status. (Aanaco, Inc. shall use, 

operate, maintain and otherwise control the Hendricks pipeline as a d gas guhering system, 
. .  . Fm&r d not assert or claim ownership of this segment of the pipeline in any legal or admmmmv e 

action or pmceeding. 

As a condition of the Swan and Recommendation, czlaa#co, Inc. agrrees to sell gas thmugh 

the €jkndrkh Pipeline to Fmntkr. Fmntier shall have the option to pmhase gas fmm chattarn, Inc, at 

a point of connection to the former BTLT gas system, now Fmmier, near the Mounmin Patkrwy 

i n t e h  with Highay30, as indicated on the attached map as the Hendricks meter. Qatmco, Inc. 

will ioscan, own and operate a meter at this location, which shall be the meter for measmxnent pu~poses. 

Fmntier shall have the option to install a checkmeter at this location. Gas dl be sold and purchased 

under the mms of Fmntk$s special conma previouslyrefemd to in paragraph 4. 

7. No~x&hstmh any prior agreement, contract or other commitment for senrice, 

free gas, or other special considerations among Thompson, B.T.U. Gas Company, its predecessors 



or fonner owners and property owners with n a d  gas connections to the Oadey or Hendricks 

gathering system pipelines, all cunrent or future n a d  gas connections to the Oakley or Hendricks 

gathering system pipelines shall become and shall be served as retail tariff customers of Frontier. 

Thompson agrees to relinquish and Frontier agrees to accept into its system any customer now 

served from or prospectively connected to the oadey or Hendricks pipelines. Upon approval of 

this Stipulation and Recommendation by the Commission, notice shall be provided to each 

customer currently connected to the Oakley or Bndricks gathering system pipelines as m y  be 

dkcted by the Commission. Subject to the terms and conditions of this Stipulation and 

Recommendation, Thompson will convey, assign, mnsfer and deliver to Fmntier all of the 

customers connected to the W e y  and Ilendricks pipelines. All taps, meters, risers, regulators 

and other facilides connected to the customers' point of service shall become the pmperty of 

Frontier. 

Notwithstanding the foregoing, Thompson denies having ever served or o t h e d e  

having had any rights to any customer connected to the Oakley and Hendricks pipelines. 

Thompson makes no representations or wananties whatsoever with respect to any customers, or 

with respect to any taps, meters, risers, regulators, or other facilities descnied in this paragap4 

and Frontier waives and releases Thompson from any claims arising from or relating to the use 

or condition of those facilities for delivery of n a d  gas subsequent to the -fer of those 

facilities to Frontier. 

No connections to the Oakley or Hlendricks pipelines shall be served as fann tap 

customers as defiied in KRS 278.485. Fmntkr shall pay for gas delivered by 'Ihompson for each 

~~rateachmpfor the l i f eo f the~operat iDg ' Iho~onwel l s tbat~connectedto thr :  

Ckkyand Hen- &ring system pipelines. Gas ineamzment for custody M e r  shall be the 

s w n o f ~ F ~ ~ c U s t 0 m e r m e t e n ; o n t h e ~ a n d H e n ~ l i n e s .  Fn>ntiershallpaytolhompson 



for gas delivered to such customrs the d&d  sum of all metered gas volumes to such customrs, 

mubtiplied by 80% of TCo Appaach$n Index (Fht of the Month) or $350/D"H, whichever is w r .  

As needed for its other opeations, Fmntier at its option may purchase gas owned b-0, 

IUC. that is in excess to the re*ment of the customers on the CMdeypipeline at a meterto be 

insded, owned, and opemd by Frontier. All gas purchased by Frontier from b o ,  Inc. will be 

under terms and conditions in Fmntier's specd conma 

8. For purposes of this Stipulation and Recommendation, the Oakky and €lendrich 

pipelines described in this agxeemnt are the onlytwo gathering system pipelines under the control and 

operation. of 'Ihompson, which are connected Frontier facilities. No other pipeline or pipeline 

segment on the attached map or any other connection or facilities owned or claimed to be owned by 

'Ihompson is connected to Fmntier's facilities and no connections to Frontier's fad i tk  bylhornpson 

shallbe lnadewithoutwrittenautho~onof Fmntierpriorto suchactions. 

9. Each party Waives all cms-elramination of the witnesses of the other party except in 

support of the Stipulaljon and Recornmcndation, or unless the Gmmission disapproves this Stipulation 

and Recommendation and each party further stipulates and recomnds that all pfeadings in this 

proceeding be admined into the record. 

10. This Stipulation and Recomnmdation, and any orders related to its adoption 

issued by the Commission, are bmding upon and enforceable by the parties in any administrative or 

civilproceeding. 

11. If the Cbmmission issues an order adopting chis Stipulation and Recoxmendam ninits 

-, each of the parties agrees ehat it shall not €iie either an application for rehearing with the 

Conrmissionoran appeal to the Franklin Grcuit court with respect to such order or file an original action 

inanycowrtre~dtoanyissueinvo~~mthis~r.  

12. In the event the Gmrnission should reject or modify all or any ponion of this 



Stipulation and Recommendation, or impose additional conditions or requirements upon the parties, 

each party shall have the right within twenty (20) days of the Gmmission's order to either file an 

application for rehearing or terminate and withdraw from the Stipulation and Recommendation by 

fiiing a notice with the Commission. Upon rehearing, any party shall have the right within fifteen 

(15) days of the Cxmmission's order on rehearing to file a notice of termination or withdrawal 

from this Stipulation and Recommendation. In such event the tern of this Stipulation and 

Recommendation shall not be binding upon the pafiies, nor shall this Stipulation and 

Recommendation be admitted into evidence, referred to or relied upon in any manner by any party. 

13. ?he parties -e that the Stipulation and Recommendation is reasonable for the purpose 

of resolving the issues described, is in the best interests of all concemed and urge the Commission to 

adopt the Stipulation and Recommendation in its entirety. 

day of Janualy, 2013. 
f L  AGREEDthis 

Kentuck Frontier Gas, LLG 1 

John&h!Tughes J 
124 W. Todd St. 
Frankfort, KY 40601 

Attorney for Kentucky Frontier Gas , LLC 
502-227-7270 

Adrian M. Mendiondo 
KlINKEAD & STIL,Z, PLLC 
301 East Main Street, Suite 800 
Lexington, Kentucky 40507 

Attorney for E-Tarry Thompson 
(859) 296-2300 



Gas Purchase Contract 



Base Contract for Sale and Purchase of Natural Gas 
This Base Contract is entered into as of the following date: ___I_ 

The narties to this Base Contract are the following: 

Thompson EnergyMlilon GatheringlChattaco In 

1 OTHER: TAX ID NUMBERS 

Partnership I I Partnership 

Copyright 0 2006 North American Energy Standards Board, Inc. 
All Rights Reserved 

NAESB Standard 6.3.1 
September 5, 2006 



Base Contract for Sale and Purchase of Natural Gas 

TlTLE 

(Continued) 

This Base Contract incorporates by reference for all purposes the General Terms and Conditions for Sale and Purchase of Natural Gas 
published by the North American Energy Standards Board. The parties hereby agree to the following provisions offered in said General 
Terms and Conditions. In the event the parties fail to check a box, the specified default provision shall apply. Select the amrotxiate box(es) 

Member 

from each section: 

lo Business Da 

Section 2.8 
Confirming Party OR 

Section 3.2 
Performance 

Section 10.2 IXi No Additional Events of Default (default) 
Mditional 
:vents of 
Iefault 

I I Indebtedness Cross Default 

1 I Party A: 

1 1  Party B: 

I I Transactional Cross Default 
SDecified Transactions: 

Section 10.3.1 I I Early Termination Damages Apply (default) 
Zarly 
Termination OR 
Damages 

[E3 Early Termination Damages Do Not Apply 

Copyright 0 2006 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
All Rights Reserved Page 2 of 14 September 5,  2006 



General Terms and Conditions 
Base Contract far Sale and Purchase of Natural Gas 

SECTION 1. PURPOSE AND PROCEDURES 
1.1. These General Terms and Conditions are intended to facilitate purchase and sale transactions of Gas on a Firm or 
Interruptible basis. “Buyer” refers to the party receiving Gas and “Seller” refers to the party delivering Gas The entire agreement 
between the parties shalt be the Contract as defined in Section 2.9. 

The parties have selected either the “Oral Transaction Procedure” or the “Written Transaction Procedure” as indicated on 
the Base Contract. 

Oral Transaction Procedure: 

1.2. The parties will use the following Transaction confirmation procedure. Any Gas purchase and sale transaction may be 
effectuated in an ED1 transmission or telephone conversation with the offer and acceptance constituting the agreement of the 
parties. The parties shall be legally bound from the time they so agree to transaction terms and may each rely thereon. Any such 
transaction shall be considered a “writing” and to have been “signed”. Notwithstanding the foregoing sentence, the parties agree 
that Confirming Party shall, and the other party may, confirm a telephonic transaction by sending the other party a Transaction 
Confirmation by facsimile, ED1 or mutually agreeable electronic means within three Business Days of a transaction covered by this 
Section 1.2 (Oral Transaction Procedure) provided that the failure to send a Transaction Confirmation shall not invalidate the oral 
agreement of the parties. Confirming Party adopts its confirming letterhead, or the like, as its signature on any Transaction 
Confirmation as the identification and authentication of Confirming Party. If the Transaction Confirmation contains any provisions 
other than those relating to the commercial terms of the transaction (i.e”, price, quantity, performance obligation, delivery point, 
period of delivery andlor transportation conditions), which modify or supplement the Base Contract or General Terms and 

transaction for a parti 
nsaction Confirmation 
ns, to the other party 

ing party. The failure of the 

2.2. “Affiliate” shall mean, in relation to any person, any entity controlled, directly or indirectly, by the person, any entity that controls, 
directly or indirectly, the person or any entity directly or indirectly under common control with the person. For this purpose, “control” of any 
entity or person means ownership of at least 50 percent of the voting power of the entity or person. 

Copyright 0 2006 North American Energy Standards Baard, Inc 
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2.3. "Alternative Damages" shall mean such damages, expressed in dollars or dollars per MMBtu, as the parties shall agree upon in 
the Transaction Confirmation, in the event either Seller or Buyer fails to perform a Firm obligation to deliver Gas in the case of Seller or to 
receive Gas in the case of Buyer. 

2.4. "Base Contract" shall mean a contract executed by the parties that incorporates these General Terms and Conditions by 
reference; that specifies the agreed selections of provisions contained herein; and that sets forth other information required herein and any 
Special Provisions and addendum(s) as identified on page one. 

2.5. "British thermal unit" or "Btu" shall mean the International BTlJ, which is also called the Btu (IT) 

2.6. "Business Day(s)" shall mean Monday through Friday, excluding Federal Banking Holidays for transactions in the US.  

2.7. "Confirm Deadline" shall mean 5:OO p m in the receiving party's time zone on the second Business Day following the 
Day a Transaction Confirmation is received or, if applicable, on the Business Day agreed to by the parties in the Base Contract: 
provided, if the Transaction Confirmation is time stamped after 500 p.m in the receiving party's time zone, it shall be deemed 
received at the opening of the next Bus 

2.8. "Confirming P a w  shall mean designated in the Base Contract to prepare and forward Transaction Confirmations to the 
other party. 

2.9. "Contract" shall mean the ing relationship established by (i) the Base Contract, (ii) any and all binding 
Transaction Confirmations and (iii) where the parties have selected the Oral Transaction Procedure in Section 1.2 of the Base 
Contract, any and all transactions that the parties have entered into through an ED1 transmission or by telephone, but that have not 
been confirmed in a binding 

2.10. "Contract Price" nt expressed in US.  Dollars per MMBtu to be paid by Buyer to Seller for the 
purchase of Gas as agreed 

uantity of Gas to be delivered and taken as agreed to by the parties in a 
transaction. 

ligation(s) to provide 

agreements or instruments, individually or collectively, relating to indebtedness (such indebtedness to include any obligation 
whether present or future, contingent or otherwise, as principal or surety or otherwise) for the payment or repayment of borrowed 
money in an aggregate amount greater than the threshold specified in the Base Contract with respect to such party or its 
Guarantor, if any, which results in such indebtedness becoming immediately due and payable. 

Copyright 0 2006 North American Energy Standards Board, Inc. NAESB Standard 6 3.1 
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2.24. "Interruptible" shall mean that either party may interrupt its performance at any time for any reason, whether or not 
caused by an event of Force Majeure, with no liability, except such interrupting party may be responsible for any Imbalance 
Charges as set forth in Section 4.3 related to its interruption after the nomination is made to the Transporter and until the change in 
deliveries andlor receipts is confirmed by Transporter 

2.25. "MMBtu" shall mean one million British thermal units, which is equivalent to one dekatherm. 

2.26. "Month" shall mean the period beginning on the first Day of the calendar month and ending immediately prior to the 
commencement of the first Day of the next calendar month 

2.27. "Payment Date" shall mean a date, as indicated on the Base Contract, on or before which payment is due Seller for Gas 
received by Buyer in the previous Month. 

2.28. "Receiving Transporter" shall mean the Transporter receiving Gas at a Delivery Point, or absent such receiving 
Transporter, the Transporter delivering Gas at a Delivery Point. 

2.29. "Scheduled Gas" shal he quantity of Gas confirmed by Transporter(s) for movement, transportation or 
management. 

2.30. "Specified Transactio ean any other transaction or agreement between the parties for the purchase, sale or 
exchange of physical Gas, and any on or agreement identified as a Specified Transaction under the Base Contract. 

2.31. "Spot Price 'I as referred to in Section 3.2 shall mean the price listed in the publication indicated on the Base Contract, 
under the listing applicable to the geographic location closest in proximity to the Delivery Point(s) for the relevant Day: provided, if 
there is no single price published for such for such Day, but there is published a range of prices, then the Spot Price shall 
be the average of such high and low price price or range of prices is published for such Day, then the Spot Price shall be 
the average of the following: (i) the price ined as stated above) for the first Day for which a price or range of prices is 
published that next precedes the relevant Day; and (ii) the price (determined as stated above) for the first Day for which a price or 
range of prices is published that next f 

2.32. "Transaction Confirmation" shall mean a document, similar to the form of Exhibit A, setting forth the terms of a 

s the relevant Day. 

ce the Gas or Sel 

y with respect to the Gas not 
ce and the Spot Price, adju 
not replaced or sold. lmbala 

under this Section 3.2, but Seller andlor Buyer shall be responsible for Imbalance Charges, if any, as provided in Section 4.3. The 
amount of such unfavorable difference shall be payable five Business Days after presentation of the performing party's invoice, 
which shall set forth the basis upon which such amount was calculated. 
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Spot Price Standard: 

3.2. The sole and exclusive remedy of the parties in the event of a breach of a Firm obligation to deliver or receive Gas shall be 
recovery of the following. (i) in the event of a breach by Seller on any Day(s), payment by Seller to Buyer in an amount equal to the 
difference between the Contract Quantity and the actual quantity delivered by Seller and received by Buyer for such Day(s), 
multiplied by the positive difference, if any, obtained by subtracting the Contract Price from the Spot Price; or (ii) in the event of a 
breach by Buyer on any Day(s), payment by Buyer to Seller in an amount equal to the difference between the Contract Quantity 
and the actual quantity delivered by Seller and received by Buyer for such Day(s), multiplied by the positive difference, if any, 
obtained by subtracting the applicable Spot Price from the Contract Price. Imbalance Charges shall not be recovered under this 
Section 3.2, but Seller andlor Buyer shall be responsible for Imbalance Charges, if any, as provided in Section 4.3. The amount of 
such unfavorable difference shall be payable five Business Days after presentation of the performing party’s invoice, which shall 
set forth the basis upon which such amount was calculated. 

3.3. Notwithstanding Section 3.2, the parties may agree to Alternative Damages in a Transaction Confirmation executed in 
writing by both parties. 

3.4. In addition to Sections 3 2 3.3, the parties may provide for a Termination Option in a Transaction Confirmation 
executed in writing by both parties. The Transaction Confirmation containing the Termination Option will designate the length of 
nonperformance triggering the Termination Option and the procedures for exercise thereof, how damages for nonperformance will 
be compensated, and how li 

SECTION 4. TRAN IONS, AND IMBALANCES 
4.1. Seller shall have the transporting the Gas to the Delivery Point(s). Buyer shall have the sole responsibility 
for transporting the Gas from th 

4.2. The parties shall co on activities, giving sufficient time to meet the deadlines of the affected Transporter(s). 
Each party shall give the other party timely prior Notice, sufticient to meet the requirements of all Transporter(s) involved in the transaction, of 
the quantities of Gas to be delivered and purchased each Day. Should either party become awa 

billing date, billing will be prepared based on the quantity of Scheduled Gas. The invoiced quantity will then be adjusted to the actual quantity 
on the following Month’s billing or as soon thereafter as actual delivery information is available. 
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7.2. Buyer shall remit the amount due under Section 7.1 in the manner specified in the Base Contract, in immediately available funds, 
on or before the later of the Payment Date or 10 Days after receipt of the invoice by Buyer; provided that if the Payment Date is not a 
Business Day, payment is due on the next Business Day following that date In the event any payments are due Buyer hereunder, payment 
to Buyer shall be made in accordance with this Section 7.2 

7.3. In the event payments become due pursuant to Sections 3.2 or 3.3, the performing party may submit an invoice to the 
nonperforming party for an accelerated payment setting forth the basis upon which the invoiced amount was calculated. Payment 
from the nonperforming party will be due five Business Days after receipt of invoice 

7.4. If the invoiced party, in good faith, disputes the amount of any such invoice or any part thereof, such invoiced party will pay such 
amount as it cmcedes to be correct; provided, however, if the invoiced party disputes the amount due, it must provide supporting 
documentation acceptable in industry practice to support the amount paid or disputed without undue delay. In the event the parties are 
unable to resolve such dispute, either party may pursue any remedy available at law or in equity to enforce its rights pursuant to this Section. 

7.5. If the invoiced party fails to remit the full amount payable when due, interest on the unpaid portion shall accrue from the date due 
until the date of payment at a rate equal to the lower of (i) the theneffective prime rate of interest published under "Money Rates" by The Wall 
Street Joumal, plus two percent per annum (ii) the maximum applicable lawful interest rate. 

7.6. A party shall have the right, at own expense, upon reasonable Notice and at reasonable times, to examine and audit and to 
obtain copies of the relevant portion of the books, records, and telephone recordings of the other party only to the extent reasonably 
necessary to verrfy the accuracy of any statement, charge, payment, or computation made under the Contract. This right to examine, audit, 
and to obtain copies shall not be available with respect to proprietary information not directly relevant to transactions under this Contract. All 
invoices and billings shall be conclusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed 
waived unless such invoices or billings are objected to in writing, with adequate explanation and/or documentation, within two years after the 
Month of Gas delivery. All retroactive adjus under Section 7 shall be paid in full by the party owing payment within 30 Days of Notice 
and substantiation of such inaccuracy. 

7.7. Base Contract not to make this Section 7.7 applicable to this Contract, the parties 
shall net all undisputed amounts due and owing, andlor past due, arising under the Contract such that the party owing the greater 
amount shall make a single payment of the net amount to the other party in accordance with Section 7 ;  provided that no payment 
required to be made pursuant to the terms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject to netting 

lJnless the parties have ele 

s prior to its delivery to Bu 

title, personal injury 

sfer of title to all Gas under this C 

anfirmations, invoi 
made to the addre 

ired hereunder shall be in 
a nationally recognized overnight courier service, first class mail or hand delivered. 

9.3. Notice shall be given when received on a Business Day by the addressee. In the absence of proof of the actual receipt 
date, the following presumptions will apply Notices sent by facsimile shall be deemed to have been received upon the sending 
party's receipt of its facsimile machine's confirmation of successful transmission. If the day on which such facsimile is received is 
Copyright 0 2006 North American Energy Standards Board, Inc NAESB Standard 6 3 1 
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noi a Business Day or is after five p.m. on a Business Day, then such facsimile shall be deemed to have been received on the next 
following Business Day. Notice by overnight mail or courier shall be deemed to have been received on the next Business Day after 
it was sent or such earlier time as is confirmed by the receiving party. Notice via first class mail shall be considered delivered five 
Business Days after mailing 

9.4. The party receiving a commercially acceptable Notice of change in payment instructions or other payment information shall 
not be obligated to implement such change until ten Business Days after receipt of such Notice. 

SECTION 10. FINANCIAL RESPONSIBILITY 
I O .  1. If either party ( “X)  has reasonable grounds for insecurity regarding the performance of any obligation under this Contract 
(whether or not then due) by the other party (“Y”) (including, without limitation, the occurrence of a material change in the 
creditworthiness of Y or its Guarantor, if applicable), X may demand Adequate Assurance of Performance “Adequate Assurance 
of Performance” shall mean sufficient security in the form, amount, for a term, and from an issuer, all as reasonably acceptable to 
X, including, but not limited to cash, a standby irrevocable letter of credit, a prepayment, a security interest in an asset or guaranty. 
Y hereby grants to X a continuing first priority security interest in, lien on, and right of setoff against all Adequate Assurance of 
Performance in the form of cash transferred by Y to X pursuant to this Section 10.1 Upon the return by X to Y of such Adequate 
Assurance of Performance, the security interest and lien granted hereunder on that Adequate Assurance of Performance shall be 
released automatically and, to the extent possible, without any further action by either party. 

10.2. In the event (each an “Event of Default”) either party (the “Defaulting Party”) or its Guarantor shall. (i) make an 
assignment or any general arrangement for the benefit of creditors; (ii) file a petition or otherwise commence, authorize, or 
acquiesce in the commencement of a proceeding or case under any bankruptcy or similar law for the protection of creditors or have 
such petition filed or proceeding commenced against it; (iii) otherwise become bankrupt or insolvent (however evidenced); (iv) be 
unable to pay its debts as they fall due; (v) have a receiver, provisional liquidator, conservator, custodian, trustee or other similar 
official appointed with respect to it or substantially all of its assets; (vi) fail to perform any obligation to the ather party with respect 
to any Credit Support Obligations relating to the Contract; (vii) fail to give Adequate Assurance of Performance under Section 10.1 
within 48 hours but at least one Business Day of a written request by the other party; ( v i )  not have paid any amount due the other 

earlier than the Day such Notice is gi 
Early Termination Date”) for the liquid 
ch a “Terminated Transaction”. On 

each Terminated Transaction. The Non-Defaulting Party shall (x) liquidate 
Market Value, so that each amount equal to the difference between such Mar 

ally reasonable manner To Market Value, the Non-Defaulti 
II of the settlement prices of futures contracts, quotations f 

contracts or physical gas trading markets, similar sales or purchases and any other bona fide third-party offers, all adjusted for the 
length of the term and differences in transportation costs. A party shall not be required to enter into a replacement transaction(s) in 
order to determine the Market Value Any extension(s) of the term of a transaction to which parties are not bound as of the Early 
Termination Date (including but not limited to “evergreen provisions”) shall not be considered in determining Contract Values and 
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hlarket Values. For the avoidance of doubt, any option pursuant to which one party has the right to extend the term of a 
transaction shall be considered in determining Contract Values and Market Values. The rate of interest used in calculating net 
present value shall be determined by the Non-Defaulting Party in a commercially reasonable manner. 

Early Termination Damages Do Not Apply: 

As of the Early Termination Date, the Non-Defaulting Party shall determine, in good faith and in a commercially 
reasonable manner, the amount owed (whether or not then due) by each party with respect to all Gas delivered and received 
between the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date and all 
other applicable charges relating to such deliveries and receipts (including without limitation any amounts owed under Section 32), 
for which payment has not yet been made by the party that owes such payment under this Contract. 

The parties have selected either “Other Agreement Setoffs Apply” or “Other Agreement Setoffs Do Not Apply” as 
indicated on the Base Contract. 

Other Agreement Setoffs Apply: 

Bilateral Setoff Option: 

I I  net or aggregate, as appropriate, any and all amounts owing between the parties 
under Section 10.3.1, so that all such amounts are netted or aggregated to a single liquidated amount payable by one party to the 
other (the “Net Settlement Amount”). At its sole option and without prior Notice to the Defaulting Party, the Nan-Defaulting Party is 
hereby authorized to setoff any Net Settlement Amount against (i) any margin or other collateral held by a party in connection with 
any Credit Support Obligation relating to the Contract: and (ii) any amount(s) (including any excess cash margin or excess cash 
collateral) owed or held by t 
between the parties 
Triangular Setoff Option: 

10.3.1. 

10.3.2. The Non-Defaulting Pa 

al) owed by the Non-Defaulting 
(iv) any Net Settlement Amount 

cess cash collateral) owed by th 

ail the calculation 

Bankruptcy Code. 

10.6. The Non-Defaulting Party’s remedies under this Section 10 are the sole and exclusive remedies of the Non-Defaulting 
Party with respect to the occurrence of any Early Termination Date. Each party reserves to itself all other rights, setoffs, 
counterclaims and other defenses that it is or mav be entitled to arisina from the Contract 
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IO.'/'. 
provisions, the terms and conditions therein shall prevail to the extent inconsistent herewith 

SECTION 11. FORCE MAJEURE 
11.1. Except with regard to a party's obligation to make payment(s) due under Section 7, Section 10.4, and Imbalance Charges 
under Section 4, neither party shall be liable to the other for failure to perform a Firm obligation, to the extent such failure was caused by 
Force Majeure. The term "Force Majeure" as employed herein means any cause not reasonably within the control of the party claiming 
suspension, as further defined in Section 1 1.2 

11.2. Force Majeure shall include, but not be limited to, the following: (i) physical events such as acts of God, landslides, 
lightning, earthquakes, fires, storms or storm warnings, such as hurricanes, which result in evacuation of the affected area, floods, 
washouts, explosions, breakage or accident or necessity of repairs to machinery or equipment or lines of pipe; (ii) weather related 
events affecting an entire geographic region, such as low temperatures which cause freezing or failure of wells or lines of pipe; 
(iii) interruption andlor curtailment of Firm transportation and/or storage by Transporters; (iv) acts of others such as strikes, 
lockouts or other industrial disturbances, riots, sabotage, insurrections or wars, or acts of terror; and (v) governmental actions such 
as necessity for compliance with any court order, law, statute, ordinance, regulation, or policy having the effect of law promulgated 
by a governmental authority having jurisdiction. Seller and Buyer shall make reasonable efforts to avoid the adverse impacts of a 
Force Majeure and to resolve the event or occurrence once it has occurred in order to resume performance. 

11.3. Neither party shall be entitled to the benefit of the provisions of Force Majeure to the extent performance is affected by 
any or all of the following circumstances: (i) the curtailment of interruptible or secondary Firm transportation unless primary, in-path, 
Firm transportation is also curtailed; (ii) the party claiming excuse failed to remedy the condition and to resume the performance of 
such covenants or obligations with reasonable dispatch; or (iii) economic hardship, to include, without limitation, Seller's ability to sell 
Gas at a higher or more advantageous price than the Contract Price, Buyer's ability to purchase Gas at a lower or more advantageous 
price than the Contract Price, or a regulatory agency disallowing, in whole or in part, the pass through of costs resulting from this 
Contract; (iv) the loss of Buyer's market(s) or Buyer's inability to use or resell Gas purchased hereunder, except, in either case, as 
provided in Section 1 'l2; or (v) the loss or failure of Seller's gas supply or depletion of reserves, except, in either case, as provided in 

With respect to this Section 10, if the parties have executed a separate netting agreement with close-out netting 

' 'ng Force Majeure s from its responsibility for 

arties agree that the sett 
experiencing such disturb 

s may agree to alternative Force 

RE OF DAMAGES SHALL BE TH 
HEREUNDER SHALL BE LIMITED AS SET FORTH IN SUCH PROVIS 
IN EQUITY ARE WAIVED. IF NO REMEDY OR MEASURE OF 

CTION, A PARTY'S LIABILIJY SHALL BE LIMITED TO DI 

PARTY'S LIABILITY 

EXPRESSLY HEREIN D, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, 
EXEMPLARY OR INDlR AGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION 

NY INDEMNITY PROVISION OR OTHERWISE. IT IS THE INTENT OF 

HE CAUSE OR CAUSES RELATED THERETO, INCLUDING THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH 
NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE TO THE EXTENT ANY DAMAGES REQUIRED TO BE 
PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO 
DETERMINE, OR OTHERWISE OBTAINING AN ADEQUATE REMEDY IS INCONVENIENT AND THE DA ES CALCULATED 
HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR LOSS. 

, IN TORT OR CONTRACT, 
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SECTION 14. MARKET DISRUPTION 
If a Market Disruption Event has occurred then the parties shall negotiate in good faith to agree on a replacement price for the 
Floating Price (or on a method for determining a replacement price for the Floating Price) for the affected Day, and if the parties 
have not so agreed on or before the second Business Day following the affected Day then the replacement price for the Floating 
Price shall be determined within the next two following Business Days with each party obtaining, in good faith and from non- 
affiliated market participants in the relevant market, two quotes for prices of Gas for the affected Day of a similar quality and 
quantity in the geographical location closest in proximity to the Delivery Point and averaging the four quotes. If either party fails to 
provide two quotes then the average of the other party's two quotes shall determine the replacement price for the Floating Price. 
"Floating Price" means the price or a factor of the price agreed to in the transaction as being based upon a specified index. 
"Market Disruption Event" means, with respect to an index specified for a transaction, any of the following events: (a) the failure of 
the index to announce or publish information necessary for determining the Floating Price; (b) the failure of trading to commence or 
the permanent discontinuation or material suspension of trading on the exchange or market acting as the index: (c) the temporary 
or permanent discontinuance or unavailability of the index; (d) the temporary or permanent closing of any exchange acting as the 
index; or (e) both parties agree that a material change in the formula for or the method of determining the Floating Price has 
occurred. For the purposes of the calculation of a replacement price for the Floating Price, all numbers shall be rounded to three 
decimal places. If the fourth decimal number is five or greater, then the third decimal number shall be increased by one and if the 
fourth decimal number is less than five, then the third decimal number shall remain unchanged. 

SECTION 15. MISCELLANEOUS 
15.1 . This Contract shall be binding upon and inure to the benefit of the successors, assigns, personal representatives, and heirs of 
the respective parties hereto, and the covenants, conditions, rights and obligations of this Contract shall run for the full term of this 
Contract. No assignment of this Contract, in whole or in part, will be made without the prior written consent of the non-assigning party 
(and shall not relieve the assigning party from liability hereunder), which consent will not be unreasonably withheld or delayed: provided, 
either party may (i) transfer, sell, pledge, encumber, or assign this Contract or the accounts, revenues, or proceeds hereof in connection 
with any financing or other financial arrangements, or (ii) transfer its interest to any parent or Affiliate by assignment, merger or otherwise 

ot to make this Se 

expiration of the transaction. 
In the event that disclosure is required by a governmental body or applicable law, the party subject to such requirement may 
disclose the material terms of this Contract to the extent so required, but shall promptly notify the other party, prior to disclosure, 
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and shall cooperate (consistent with the disclosing party’s legal obligations) with the other party’s efforts to obtain protective orders 
or similar restraints with respect to such disclosure at the expense of the other party. 

15.11. The parties may agree to dispute resolution procedures in Special Provisions attached to the Base Contract or in a 
Transaction Confirmation executed in writing by both parties 

15.12. Any original execlJted Base Contract, Transaction confirmation or other related document may be digitally copied, 
photocopied, or stored on computer tapes and disks (the “Imaged Agreement”). The Imaged Agreement, if introduced as evidence 
on paper, the Transaction Confirmation, if introduced as evidence in automated facsimile form, the recording, if introduced as 
evidence in its original form, and all computer records of the foregoing, if introduced as evidence in printed format, in any judicial, 
arbitration, mediation or administrative proceedings will be admissible as between the parties to the same extent and under the 
same conditions as other business records originated and maintained in documentary form. Neither Party shall object to the 
admissibility of the recording, the Transaction confirmation, or the Imaged Agreement an the basis that such were not originated or 
maintained in documentary form. However, nothing herein shall be construed as a waiver of any other objection to the admissibility of 
such evidence. 

DISCLAIMER The purposes of this Contract are to facilitate trade, avoid misunderstandings and make more definite the tens of contracts of purchase and 
sale of natural gas. Further, NAESB does not mandate the use of this Contract by any party NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF 
THIS CONTRACT ACKNOWLEDGES AND AGREES TO NAESB’S DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR 
REPRESENTATIONS, EXPRESS OR IMPLIED, ORAL OR WRITTEN, WITH RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING 
ANY AND ALL IMPLIED WARRANTIES OR CONDITIONS OF TITLE, NON-INFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR 
ANY PARTICULAR PURPOSE (WHETHER OR NOT NAESB KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN FACT 
AWARE OF ANY SUCH PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY 
COURSE OF DEALING. EACH USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL NAESB BE LIABLE FOR ANY 

Copyright 0 2006 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
All Rights Reserved Page 12 of 14 September 5, 2006 



i 
SELLER: 

Base Contract No. 

Date: - - Transaction Confirmation #: 01 
- 

BUYER: 
Kentucky Frontier Gas, LLC 
2962 Route 321 N 
Prestonsburg, KY 41653 

Attn: 
Phone: (303) 422-3400 

Base Contract No. 
Transporter: 
Transporter Contract Number: 

Robert J. Oxford 

Fax: (303) 422-61 05 

11 Date: Date: - 
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