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DECLARATION OF STEVEN SHUTE 

I, Steven Shute, am a Member of Kentucky Frontier 
Gas, LLC, the Joint Applicant in the referenced matter. I 
have read the Responses and I have full authority to sign 
this declaration. The facts set forth in the responses a rc 
true and correct to the best of my knowledge , information 
and belief. 

Pursuant to KRS 523.020-040, I certify under penalty 
of false swearing that the foregoing is tn1c and correct. 

Dated this 6th day of October, 2015. 

Steven Shute, Member, 
Kentucky Frontier Gas, LLC 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

1. Refer to the application , page 2, paragraph 3, and to Exhibit 5, page 2, the 
last sentence of the first paragraph of the PROJECT section . State how many of 
Public's 1,728 customers are considered farm tap customers. 

WITNESS: SHUTE 

RESPONSE: 

1. All responses are based solely on information provided by Public, including 
numerous followups Frontier made. Frontier has no way to independently verify most of 
these data. 

The actual number of Public customers is somewhat elusive, since there are dozens of 
customers shut off for non-payment at end of winter than come back in the fall. Public 
Gas represents that they had 1730 customers last January & February, but the August 
count was 1496. Frontier has similar swings and expects that most will come back 
before winter. 

Public Gas operates 11 different utility systems serving about 1270 customers. 

Public has given a list of about 460 customers that are served directly off pipelines 
operated by Jefferson Gas. These could be considered farm taps. Public has no 
separate farm tap rate, and serves these customers at the same rate as utility 
customers. 



Case No. 200 l S-00299 
Responses to Comm ission order of September 25, 20 l5 

2. Refer to the application, page 3, paragraph 5. 
a. Explain when Frontier anticipates filing a rate case that will consol idate 
Frontier and Publ ic. 
b. Explain whether Frontier believes that it can serve existing Public customers at 
Publ ic's current rates with no decline in service. 
c. Explain whether Frontier intends to include the cost of Public's gas supply in its 
quarterly Purchased Gas Adjustment ("PGA") applications. 
d. If the answer to part b. of this item is yes, explain whether Frontier intends to 
apply a gas cost reconciliation rate to Public's customers through its PGA 
mechanism. 
e. Explain whether Frontier intends to seek Commission permission, pursuant to 
807 KAR 5:006(9) and 5:011 (1 0) , to charge its tariffed non-recurring charges to 
Public's current customers or continue to charge Public's tariffed nonrecurring 
charges to Public's current customers following the proposed transfer. 

WITNESS: SHUTE 

RESPONSE: 

2.a. Frontier has no specific timeline to file a consolidating rate case, see below. 

2.b. Frontier believes it can continue and even improve service to Public customers at 
the existing rates. The incremental gross margin from Public is more than adequate to 
operate Public and service debt. Frontier sees some good opportunities for shared use 
of personnel and equipment with Frontier's nearby systems. As we sort out the proper 
staffing levels and amount of sharing, we will consolidate Public into Frontier for general 
rates and PGAs. 

2.c. For the time being , Frontier plans to make separate PGA filings for Publ ic, but as 
discussed in 2.b. will eventually consolidate Public into Frontier for all purposes. 

2.d. N/A. 

2.e. The current Public tariff for other charges is adequate for now, and will be 
addressed in the future consolidation rate case. Frontier is evaluating the state of 
Public mains & meters and may file a separate case in the near future to add the PRP 
and AMR surcharges that are now included on Frontier customer bills. 



' Case No. 20015-00299 
Responses to Commission order of September 25 , 2015 

3. Refer to the application , page 5, paragraph 16, which references Frontier's 
request for expedited approval by November 30, 2015, and to Exhibit 3, page 16, 
Section 7.01 (b), Termination . Confi rm that if all required consents are obtained other 
than from this Commission by November 30, 2015, then the Walk-Away Date as defined 
by that Section is extended from November 30 to December 31, 2015. 

WITNESS: OXFORD 

RESPONSE: 

That is correct. 



Case No. 20015-00299 
Responses to Commission order of September 25 , 20 l 5 

4. Refer to the application, Exhibit 3, page 7, Section 3.06, Assigned 
Contracts. Provide a list of the contracts Public will assign to Frontier. 

WITNESS: OXFORD 

RESPONSE: 

4. Jefferson Gas, LLC declined to approve the transfer of their contract with Public 
Gas. Kentucky Frontier Gas has negotiated a new contract with Jefferson Gas, a copy 
of which is attached. This contract includes 9 delivery points for Public Gas customers. 

The following is a list of leases and contracts received from Public Gas to date that will 
be assigned to Kentucky Frontier Gas, LLC: 

a. Office lease is effective March 1, 2013 through February 29, 2016. 
Frontier is undecided regarding the renewal of the lease. Frontier may extend it 
on a month to month basis until it has more experience in operating the Public 
Gas systems. 

b. Public Gas ROW's: There are 119 pages of ROW descriptions on file in 
the Public Gas data room. The ROW's will be assigned to Frontier. 

c. Hinkle Contracting agreement through May 2017 for a special rate on 
natural gas purchases. Public provided this agreement this week and Frontier 
has asked for further details, including whether a summer-only load, and actual 
volume and pricing history. 



Base Contract for Sale and Purchase of Natural Gas
This Sase Contract isentered into as ofthefollowing date: Octofaerl. 2014

Thep^es tothis BaseContract are thefollowing:

PARTY A

Jefftrson Qae, LLC

P.O. Box 35

Winchester, KY 40392

www.ieffersonQas.com

NAESB0124

80-131-7421

Corporation

Linted Partrtership

LiJ»

Kentucky

El LLC

L Partnerattip

L Other

ATTJt Patrick J. McGonagie.

TeiM: FAX* (859) 737-0102

ATT* Jacx Banks

fELfr FAX#r(SS9) 737-0102

EMAiU jadgeffersongasQkymaii.com

ATTH: PatnckJ. McGonagie

TELfc FAXS:(859) 737-0102

EMAJL mcgonaglepatricK@st«g»oOalnet

ATI* Ps'jick J. McGonagie.

TELA FAXP.(859) 737-0102
EMAJLmcaonaqlepatfickiasticaloOaLnet

ATTK Jadr Banks

TELA fHHPilie FAXB:(859) 737-0102
EMAIL iackiefrarsongasekymallcom

AOORBSS

Busmessweasire

COWTTUCr NUMBER

0-(AN-Se NtMBER

rAXOWMBERS

PARTY 8

Kentucky Frontier Gas, LLC
4691 independence Street Suite200

Wheat Ridge. CO 80033

L USFEOI

L OTHER:

Corporation

Umitad Partrwship

LLP

ws LLC

L Parwership

u Other

CONTACT INFORMATION

ATTJ
• commtcw.

CONTRACTAM)
tEdAiwoncES

TRANSACTION
CIMnRMAnONS

ATTN: MIks Harris

rsis- tnoBi »8S.243i

SS».S1»(

FMAU.: mkeAkvffonlierQas.eorr

EAXA ISSEL

arTM: DanniiR.Homat 1

aw.eiQS.'*'"
FAXAQSai

EMAIL.- rihomarOkvlrenWgaa.gira

ATTM;

ra.A A4XK

EMAJL:

STTMr Mflca Harris

miVaimkvfronltoreat.eor

fAXf: isoei

ACCOUNTING INFORMATION

ATTtt Lk>da Koppalman

TELA FA»;(8S9) 737-0102

EMAJL iindakejeffersongaAcem

BANK

ABA: ACCT;

OTHER DETAJLS;

BANK PSC Bank

ABA: fli^na ACCr.
OTHER OETAAA

Copyilgin O2006 Nonh American Energy Standards Board, inc.
AKRigms Reserved

ATTW Linda Koppalman

AOORE5S: P.O. Box 35
Winchester. KY 40392

WVOJCES

PAyiMENTS

SETTLSfENTS

tMREmANSPER
HUUBBRS

tTAPPUCABL^

ACH NUMBERS

pPAPPlXABLe)

CHECKS

(TAPPtJCABLS

ATTN: MmCriia

TELA IM818»a-Z
TIM

EMAJL:

BANK:

ABA:

OTH0( OETAKA

BANK

ABA:

OTHER oeTAILS:

ATTH:

Aooness:

ACCT:

ACCT:

PAXA rmi M>-
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SaptemtMrS. 2000
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Base Contract for Sale and Purchase of Natural Gas 
(Continued) 

This Base Contract ina:rporates by reference for atl purposes the General Tenns and Conditions for Sale and Purchase or Natural Gas 
published by the North AmeOcan Energy Standards Board. The pa1ies hereby agree to the follov.ing prollislons olfl!fed In said General 
Terms and Conditions. In the event the pa1ies fa~ to d1ed< a boX, the specified default provision sllall apply. Seled the appropdate boxtesl 
rom each section· 

Sectlon 1.2 181 Oral (dell~) Soctlon 10.2 181 No Additional Events of Oefau~ (default) 
Tronsaa.>n OR Additional 
Procedure L Written Events of L Indebtedness Cross Oefauh 

De fa~ 
L Party A: 

Secllon 2.7 L 2 Business Days after receipt (defau~) 
Conform Deadline OR L Party B: 

181 ~ Business Days after receipt 
Transactional Cross Defauh L 
Soeciflfd Transactions· 

Section 2.5 L Seller (defauK) 
Confrmong Party OR 

L Buyer 
181 J~ff1r12n G!l 

Section 3.2 181 Cover Standard (defauh) Section 1 0.3.1 181 Early TermnatJcn Damages Apply (defa~) 
Perfonnance OR Ear1y 
ObligatJcn L Spot Price Standard Termination OR 

Damages 
L Ea~y T ermlnation Damages Do Not Apply 

Note: Tho following Spot Price Publication applies to both of tM 
lm,..dlatoly precedlna. Section 1 0.3.2 181 Other Agreement Setoffs Apply (defauh) 

Section 2.31 181 Gas Dally Midpoint (default) 
O!Mr 
Agreement L Bilateral (default) 

Spot Price OR Setoffs 181 Triangular 
Put>ication L 

OR 

L Other Agreement Setoffs Do Not Apply 

Sectlon 6 181 Buyer Pays AI end Alter Delivery Point (default) 
Taxes OR 

L Seiter Pays Bafore and AI Delivery Point 

Section 7.2 181 2~ Day of Month following Month of delivery Section 15.5 ~§nt~!O!!:I 
Payment Date (defauh) Choice Of Law 

OR 
L Day of Month followrlg Month of delivery 

Sectlon 7.2 L woe transfer (defa~) Section 15.10 181 Confidentiality applies (default) 
Method of Payment 181 Automated Clearinghouse Cred~ (ACH) Confidenbaity OR 

L Chedt L Confidentiality does not apply 

Section 7.7 181 Netling applies (default) 
Netting OR 

L Nettinc does no1 aootv 
181 Special Provisions Numbar of sheets artacMd: !l!Q 
L Addondum(s): 

IN WITNESS WHEREOF, the parties hereto have executed this Base Contract In duplicate. 

Jefferson Gu LLC >Airi'Y-

SIOHAn.RE 

By:_ 

G-Mopes Jr. ~-
Man.~glng Member Jl'IU 

Copyrioht C 2006 North American Energy Standards Board, Inc. 
All Rights Reserved Page 2 of 16 

Party B 

By:_ 

NAESB Standard 6.3.1 
September 5, 2006 



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

SECTION 1. PURPOSE AND PROCEDURES 
1.1. These General Terms and Conditions are intended to fadiHate purchase and sale ltansaclions of Gas on a Firm or 
Interruptible basis. "Buyer" refers to the party receiving Gas and "Seier" refers to the party de&vering Gas. The entire agreement 
between lhe parties shal be lhe Conlrac:t as defined in Section 2.9. 

The partles have selected either the "Oral Transaction Procedure" or the "Wr itten Transaction Procedure" as Indicated on 
the Base Contract 

Oral Transaction Procedure: 

1.2. The parties will use the following Transaction Conf~mallon procedure. Any Gas purchase and sale transaction may be 
effectuated in an EDt 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 
lhal Conf~ming Party shall, and the other party may, confirm a telephonic transaction by sending the olher party a Transaction 
Confirmation by facsimile, EDI or mutually agreeable electronic means within three Business Days of a transaction covered by this 
Section 1.2 (Oral Transaction Procedure) provided that the raaure to send a Transaction Conformation shall nol invalidate lhe oral 
agreement of the parties. Confirming Party adopts Hs confirming letterhead, or lhe like, as its signature on any Transaction 
Confirmation as the idenlifocation and authentication of Conforming Party. If lhe Transaction Conformation contains any provisions 
other than those relating to the commercial terms of the ltansaction (I.e., price, quantity, performance obligation, delivery point 
period of delivery and/or transportation conditions), which modify or supplement the Base Contract or General Terms and 
Conditions of this Contract (e.g., arbitration or additional representations and warranties), such provisions shall not be deemed to 
be accepted pursuant to Section 1.3 but must be expressly agreed to by both parties; provided that the foregoing shal not 
invalidate any transaction aQreed to by the parties. 

Written Transaction Procedure: 

1.2. The parties will use the following Transaction Confirmation procedure. Should the parties come to an agreement regarding 
a Gas purchase and sale ltansaction for a particular Delivery Period, the Confirming Party shall, and the other party may, record 
lhat agreement on a Transaction Confirmation and communicate such Transaction Confirmation by facsimile, EDI or mutually 
agreeable electronic means, to the other party by the dose of the Business Day following lhe date of agreement The parties 
acknowledge that their agreement will not be binding unUI the exchange of nonconnicting Transaction Confirmations or the 
passage of the Confirm Deadline without objection from the receiving party. as provided In Section 1.3. 

1. 3. If a sending party's Transaction ConflrTII3tion is malerialy different from lhe receiving party's understanding of lhe agreement 
referred to in Section 1.2, such receiving party Shall notify the sending party via facsimile, EDI or mutually agreeable electronic means by 
lhe Confirm Deadline, unless such receM'lg party has previously sent a Transaction ConflrTII3tioo to lhe sending party. The !allure of lhe 
receiving party to so notify lhe sending party In writing by lhe Conform Deadline constitutes the receiving party's agreement to lhe terms of 
lhe ltansaction desaibed In the sending party's Transaction Conformation. If there are any material differences between timely sent 
Transaction Confirmations governing lhe same transaction, then neither Transaction Confirmation shal be binding unbl or unless such 
differences are resolved including lhe use r:i any evidence that dearly resolves lhe differences In lhe Transaction Conformations. In lhe 
event r:i a coot11ct among lhe terms r:i (i) a binding Transaction Confirmation pursuant to Section 1.2, (i) lhe oral agreement r:i lhe parties 
which may be evidenced by a recorded conversation, where lhe parties have selected lhe Oral Transaction Procedure r:i lhe Base 
Contract, (li) the Base Cooltact, and (IV) lhese General Terms and Conditions, lhe terms r:i lhe docl.ments Shall govern in lhe priority 
isted in this sentence. 

1.4. The parties agree thai each party may electronically record an telephone conversations with respect to this Contract between 
their respective employees, wlhout any spedal or further notice to the other party. Each party shal obtain any necessary consent of ~s 
agents and employees to such recording. Where the parties have selected the Oral Transaction Procedure in Section 1.2 ol the 
Base Conltacl, the parties agree not to contest the validity or enforceabi&ty r:i telephonic recordings entered into In accordance with the 
requirements of this Base Contract 

SECTION 2. DEFINITIONS 
The terms set forth below shall have the meaning asaibed to them below. Other terms are also defined elsewhere in the Conltact 
and shaD have the meanings ascribed to them herein. 

2.1. "Additional Event of Default" shall mean Transactional Cross Default or Indebtedness Cross Default, each as and ~ 
selected by the parties pursuant to the Sa~ Contract 

2.2. "Affiliate• shan mean, in relation to any person, any entity controlled, directly or lncforectly, by the persoo, any entity that controls, 
cfrectly or inc:i'ectly, lhe person or any entity cfrectly or incirectly undei common control with the person. For this purpose, "control' r:i any 
entity or person means ~ r:i at least 50 percent of lhe voting power r:i lhe entity or persoo. 

Copyright Cl 2006 North Americlln Energy Slandards Board, Inc. 
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2.3. "Mematlve Damages' sllal mean such damages, elqlfessed in dolas ()( dolas P« MMBtu, as the pa1ies shal agree upon In 
the Transadion Contlnnaticn, in the eveot either Seier()( Buyer 1a1s 10 petfonn a Frm oblgation to deiver Gas in the case of Sek!r ()( 10 
receive Gas in the case of Buyer. 

2.4. "Base Contract" shal mean a contrad executed by the pa1ies that inc:orpon!les these General Tetms and Conditions by 
reference; that speciftes the agreed seledions of provisions contained hert*l; and that sets faUl ~ inlamation requi"ed herein and ant 
Special Provisions and addendum(s) as ldet«led on page one. 

2.5. "Brtlsh lhennaf l.l1il" ()("Bt\f shal mean the lntemalional BlU, wiW::h Is alsO caled the Btu (rT). 

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

2. 7. "Confirm Deadline" shall mean 5:00 p.m. in the receiving party's time zone on the second Business Day following the 
Day a Transaction Conformation Is received ()(, ~ applicable, on the Business Day agreed to by the parties In the Base Contract; 
provided, If the Transaction Confirmation Is time stamped aner 5:00 p.m. In the receiving party's time zone. it shall be deemed 
received at the opening of the next Business Day. 

2. 8. "Conf'mVng Party' shall mean the Pant designated In the Base Contract to prep;n and fawa-d Transadion Confll'lll8tions to the 
olller Pant. 
2.9. "Contract" shal mean the iegaly-binding relationship established by (I) the Base Contract, (i) any and all binding 
Transaction Confirmations and (iii) where the parties have seleaed the Oral Transaction Procedure In Section 1.2 of the Base 
Contract, any and all transactions that the parties have entered Into through an EDI transmission or by telephone, but that have not 
been confirmed in a binding Transaction Confirmation, all of which shall form a single integrated agreement between the parties. 

2. 10. "Contract Price" shal mean the amount expressed In U.S. Dollars per MMBtu to be paid by Buyer to Seller for the 
purcha.se of Gas as agreed to by the parties in a transaction. 

2. 11. "Contract Quantity" shal mean the quantity of Gas to be delivered and taken as agreed to by the parties In a 
transaction. 

2. 12. "Cover Standard", as referred to in Section 3.2, shall mean that if there is an unexcused fail..-e to take or der.ver any 
quantity of Gas pursuant to this Contract, then the performing party shall use commercially reasonable el!orts to (I) if Buyer is the 
performing party, obtain Gas, (or an alternate fuel if elected by Buyer and replacement Gas is not available), or (ii) If Seller Is the 
performing party, sell Gas, in either case, at a price reasonable for the delivery or production area, as applicable, consistent with: 
the amount of notice provided by the nonpertorming party; the Immediacy of the Buyer's Gas consumption needs or Seller's Gas 
sales requirements, as applicable; the quantities involved; and the anticipated length of failure by the nonpertonning party. 

2.13 . "Credit Support Obigation(s)' shall mean any obligation(s) to provide or estabish aedit support for, or on behalf of, a 
party to this Contract such as cash, an Irrevocable standby lener of credi~ a margin agree men~ a prepayment. a security interest In 
an asset. guaranty, or other good and suffdent security of a conbnuing nature. 

2.14. "Day" shall mean a period of 2~ consecutive hours, coextensive with a "day" as defined by the Receiving Transporter In 
a particular transaction. 

2. 15. "Delivery Period" shalt be the period during which def111eries are to be made as agreed to by the parties In a transaction. 

2. 16. "Delivery Point(s)" shall mean such point(s) as are agreed to by the parties in a transaction. 

2.17. "EDr shall mean an elecll'Onic data interchange pu-suant to an agreement entered into by the parties, speofoc:aly 
relating to the communication of Transaction Confirmations under this Contract. 

2.18. "EFP" shall mean the purchase, sale or exchange or natural Gas as the "physicar side of an exchange for physical 
transaction Involving gas futures contracts. EFP shall Incorporate the meaning and remedies of "Firm", provided that a party's 
excuse for nonperformance of fts obligations to deliver or receive Gas will be governed by the rules of the relevant futures 
exchange regulated under the Commodity Exchange Acl 

2.19. "Firm" shall mean that either party may Interrupt its performance without liabiGty only to the extent that such 
perfonnance Is prevented f()( reasons of Force Majeure; provided, however, that during Force Majeure lnterrupijons, the party 
invoking Force Majeure may be responsible for any Imbalance Charges as set forth in Section 4.3 related to fts interruption after 
the nomination Is made to the Transporter and until the change In deliveries and/or receipts is confirmed by the Transporter. 

2.20. "Gas" shan mean any mixture of hydrocarbons and noncombustible gases in a gaseous state consisting primarily of 
methane. 

2. 21 . "Guarantor" shan mean ant entity that has provided a guarlWlly of the obigations of a Pant hereooder. 

2.U. "Imbalance Charges" shal mean any fees, penaJijes, costs()( charges (in cash or in kind) assessed by a Transpocler for 
fall..-e to satisfy the Transporter's balance and/or nomination requirements. 

2.23 . "Indebtedness Cross Oefau~· shall mean if selected on the Base Contract by the parties with respect to a party, that ft 
()( its Guarantor, If any, expenences a defaun, or similar condition or event however therein def10ed, under one or more 
agreements or Instruments, individually ()( 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. 
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2.24. "Interruptible" shal mean that either party may interrupt its pefformance 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 • .3 related to Its Interruption afler the nomination is made to the Transporter and unm the change in 
deliveries and/or 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 begiM ing on the forst Day of the calendar month and ending Immediately prior to the 
commencement of the first Day ot the next calendar month. 

2.27. "Payment Date" shaft mean a date, as indicated on the Base Contract, on or before which payment Is due Seller for Gas 
rec:eived by Buy« in the preVIOUs Month. 

2.28. "Receiving Transporter" shalt mean the Transporter receiving Gas at a Delivery Point, or absent sudl receiving 
Transporter, the Transporter delivering Gas at a Delivery Poinl 

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

2.30. "Spedfied Transadion(s)" shall mean arry other nnsadion or agreement between the parties for the pu-dlase. sale or 
exdlange ot physical Gas, and arry other ransaclion or agreeme11 identified as a Specified Transaction .mer the Base Contract 

2.31 . "Spot Price • as referned to In Section 3.2 shan 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 sudllocation for such Day, but there is published a range of prices, then the Spot Price shal 
be the average of such high and low prices. If no price or range of prices is published for such Day, then the Spot Price shalt be 
the average of the following: 0) the pr'.ce (determined as stated above) for the first Day for which a price or range of prices is 
published that next precedes the relevant Day; and (i) the price (determined as stated above) for the forst Day for which a price or 
range of prices is pubished that next follows the relevant Day. 

2.32. "Transaction Conformation" shall mean a doaJmen~ simlar to the form of Exhibrt A, selling forth the terms ot a 
transaction formed pursuant to Section I for a particular Delivery Penod. 

2.33. "Transactional Cross Default" shall mean if selected on the Base Contract by the parties with respect to a party. that" 
shall be in default, however therein defoned, under any Spedfied Transaction. 

2. 34. "Termination Option" shal mean the option ot eaher party to terminate a transaction in the event that the other party fais to 
perlorm a Form oblgation to delver Gas in the case cJ. Seller or to receive Gas in the case ot Buy« for a designated runber c1. days ck.ring a 
period as specified on the applcable TI31S8dion Confnnation. 

2.35. "Transporter(s)" shal mean alGas galhemg or pipelne ~. or locallislribution oornpanJeS, ading in the capac:1y ot a 
ransporter, transporting Gas for Seier or Buyer upstream or downslream, respectively, cl. the ~ Pont pusuant to a pa1iclJia­
tansadion. 

SECTION 3. PERFORMANCE OBLIGATION 
3. 1. Seller agrees to sel and delver, and Buy« agrees to receive and put:hase, the Contract Quantity for a pa1lcular transaction In 
ac:c:ordance with the tEfmS cl. the Contract Sales and put:hases wl be on a Form or lnterrupbble basis, as agreed to by the parties in a 
transaction 

The parties have selected either the " Cover Standard" or the " Spot Price Standard" as indicated on the Base Contract 

Cover 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 rect1Very of the following: (I) In the event ol a breach by Seller on any Day(s), payment by Seller to Buy« In an amount equal to 
the positive difference, ~ any, between the purchase price paid by Buy« utilizing the Cover Standard and the Centrad Price, 
adjusted for commercially reasonable differences in transportation costs to or from the Delivery Point(s). multiplied by the 
cif!erence between the Contract Quantity and the quantity aclually delivered by SeGer for such Day(s) excluding any quantity for 
which no replacement Is avallable; or (i) in the event ot a breach by Buyer on any Day(s). payment by Buyer to SeDer in the 
amount equal to the positive cfdference, if any, between the Contract Price and the price received by Seller utilizing the Cover 
Standard for the resale of such Gas, adjusted for commercially reasonable differences in transpOltation costs to or from the 
Delivery Point(s), multiplied by the difference between the Contract Quantity and the quantity actually taken by Buyer for such 
Day(s) excluding any quantity for which no sale is available; and (ill) In the event that Buyer has used commercially reasonable 
efforts to replace the Gas or Seller has used commercially reasonable efforts to sell the Gas to a third party, and no such 
replacement or sale Is available for all or any portion of the Contract Quantity of Gas, then In addition to (I) or (ii) above, as 
appfocable, the sote and exclusive remedy of the performing party with respect to the Gas not replaced or sold shall be an amount 
equal to any unfavorable difference between the Centrad Price and the Spot Price, adjusted for such transportation to the 
applicable Delivery Poin~ ml.fttplied by the quantity of sudl Gas not replaced or soid. Imbalance Charges shall not be recovered 
under this Section 3.2, but Seiler and/or Buyer shall be responsible for Imbalance Charges, If any, as provided in Section 4.3. The 
amount ol sudl unfavorable dilferenee shan be payable five Business Days after presentation of the performing party's Invoice, 
which shaft 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 delivlll' or receive Gas shaH be 
recovety of the following: (l) in the event or 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 tor such Day(s), 
mullip&ed by the positive difference, W any, obtained by subtractin9 the Contract Price from the Spot Price; or (li) 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 SeDer and received by Buyer for such Day(s), multiplied by the posibve difference, ~ any, 
obtained by subtracting the applicable Spot Price from the Contract Price. Imbalance Charges shan not be recovered under this 
Section 3.2, but Sener and/or Buyer shal be responsible for Imbalance Charges, if any, as provided In Section 4.3. The amount of 
such unfavorable difference shal be payable five Business Days after presentation of the perfonmng party's Invoice, wtlich shal 
set forth the basis upon which sud! amount was calculated. 

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

3.4. In addition to Sections 3.2 and 3.3, the parties may provide for a Termination Option In a Transaction Conformation 
exeeu1ed in writing by both parties. The Transaction Confirmation containing the Termination Option will designate the length of 
nonperlormance triggering the Termination Option and the procedures for exerdse thereof, how damages for nonperformance will 
be compensated, and how liquidation costs will be calculated. 

SECTION 4. TRANSPORTATION, NOMINATIONS, AND IMBAlANCES 
4. 1. Seller shal have the sae responsblity for transpor1l1g the Gas to the Oeivefy Poinl(s). aJyer shal have the sae responsibily 
tor transporting the Gas fran the Oelvery Porl(s). 

4.2. The parties shal cocrc1nate thei' nomination adivities, gMng ~rt time to meet the de<dnes of the affected Transpor1er(s). 
Eadl party shal give the other party timely prior Notice, sufficient to meet the reqlkernents of al Transportl!f(s) I'MlMld in the transaction, a 
the quantities of Gas to be delvered and pudlased each Day. ShoUd either party become aware that adual deliveries at the Oelvery 
Point(s) are greater or lesset' than the Scheduled Gas. such party shal promptly notify the other party. 

4.3. The parties shal use commerdaly reasonable etrorts to avoid Imposition of any Imbalance Charges. It Buyet' or Seller receives 
an Invoice from a Transporter that Includes Imbalance Charges, the parties shall determine the validity as weD as the cause of such 
lmbal<n:e Charges. It the lmbal<n:e Charges were incuned as a result of Buye(s receipt of quanOOes of Gas greater than or less than the 
Scl1edljed Gas, then BU)IIII' shal pay for such Imbalance Charges or reimbuse Seller for such Imbalance Charges paid by Seller. W the 
Imbalance Charges were inourred as a resiAt a Seller's delivery of quantities of Gas greater than or less than the Scheduled Gas, then Seller 
shal pay tor such Imbalance Charges or nelmburse BU)IIII' fa such Imbalance Charges paid by BU)IIII'. 

SECTION 5. QUALITY AND MEASUREMENT 
AI Gas delvered by Seier shal meet the pressure, quality and heal contert requl'ements a the Receiving Transporter. The lri a quantity 
meastrement tor pl.f'pOSeS of t1u Conlrac:t shal be one MMBtu dry. Measlnmeft of Gas quantities hereulder shal be in aa:ordance wth 
the estabished proce<Ues of the Rec:eMng Transporter. 

SECTION 6. TAXES 
The puties have selected either "Buyer Pays At and After Delivery Point'' or "Seller Pays Before and At Delivery Point'' as 
Indicated on the Base Contract. 

Bu er Pa s At and After Delive Point 

Seller shaD pay or cause to be paid aD taxes, fees, levies, penaAies, lcenses or charges imposed by any government authoriy \faxes") 
on or with respect to the Gas prior to the Delivery Point(s). BU)IIII' shall pay cr cause to be paid all Taxes on or with respect to the Gas at 
the Oelvery Point(s) and al Taxes aftet' the Delivery Point(s). W a party is required to remit or pay Taxes that are the other party's 
responslbiity hereundet', the party responsible for such Taxes shal promptly reimburse the other party for sud! Taxes. Ally party entitled 
to an exern tion from a such Taxes or shaD fu'nish the other a documentation thereof. 

Seller shal pay cr cause to be paid al taxes, fees, levies, penalies, lcenses or charges imposed by any government authoriy \faxes") 
on cr with respect to the Gas prior to the Oeflllety Point(s) and al Taxes at the Delivery Point(s). BU)I8I' shal pay cr cause to be paid al 
Taxes on or with respect to the Gas after the Delivery Point(s). It a party is required to renV! or pay Taxes that are the other party's 
responsiblity hereunder, the party responsible fa such Taxes shaft promptly reimburse the other party for such Taxes. Alrf party entitled 
to an ex · from such Taxes or sllal turrish the other a documentation thereof. 

SECTION 7. BILLING, PAYMENT, AND AUDIT 
7. 1 . Seier shal invoice BU)IIII' for Gas deivered and received in the precedng Month and tor any oCher applcallle charges, providing 
supporting doa.mentation ao::eptable in R!ustry practice to St.WOr1 the amourt charged. ~ the adual quantity delvered is not known by the 
bllng date, biling wil be prepared based on the quantity a ScheOOied Gas. The invoiced quantity wil then be ~ted to the actual quantity 
on the following Month's biting or as soon thet'eafter as actual delivery irlormation is available. 

Copyright 0 2006 Nortn American E.neroy Standards Board. Inc. 
AJI Rights Reserved Page 8 of 18 

NAE.SB Standard 6.3. 1 
September 5, 2006 



7. 2. Buyer shal remllhe arnot.r11 due ll1der Section 7.1 in !he mamer specified illhe Base Conlrad, in irmledatety available finis. 
oo or before the later d !he Paymen Date or 10 Days after recetp1 d !he invoice by Buyer, provided thai r 1he Payment Date is not a 
Business Day, paymeti is due oo the next Business Day folov.lng that date. In the event arry paymerts a-e due Buyer hereunder. payment 
to Buyer shal be made il acxxrdalce wilh this Section 7 .2. 

7.3. In the event payments become due pursuant to Sections 3.2 or 3.3, the performing party may subm~ an invoice to the 
nonperforming party for an accelerated payment setting forth the basis upon which the Invoiced amount was calculated. Payment 
rrorn the nonperforming party wil be due fiVe Business Days after receipt of invoice. 

7 .4. r 1he invoiced party. il good faith, cisputes !he ai110lXll a arry sudllllvoice or arry part thereol, such invoiced party w11 pay such 
amcx.nt as i concedes to be correa; provided, however, r !he invoiced party disputes the amcx.nt due, k must provide ~ 
doct.mertation aa:epcable il ~ praclice to support the amount paid or disputed withoU undue delay. In the event the pa1ies a-e 
l.fl3ble to resolve such cispute, ~party may pur.;ue any remedy available at law or in equity to enrorce ~ nghts pursuant to this Section. 

7.5. W the Invoiced party fails tore~ !he fuQ amount payable when due, interest on the unpaid portion shall accrue from the date due 
l.ll!i !he date or payment at a rate equal to the i<M'er or (Q the then-el!edive prime rate or Interest published under "Money Rates• by The WaJ 
Slreel Jounal, plus two percent per amum; or (i) !he m3ldlll00l applcable lawfiA Interest rate. 

7.6. A party shal have !he rfg/11. ails own expense, upon reasonable Notice and at reasonable trnes, to examine and audt and to 
ollcain copies d !he relevant pa1ion d 1he books. records, and telephone rec:orQngs d !he other party ort-J to the extent reasonably 
necessary to verfy the ~darry statement. dlarge, payment, or ex>mputation made l.flder the Conb'aO. Tlis light to examine, aud1, 
and to obtain copies shal not be avalable with respect to proprieiay Wormation not <iredJy retevant to ransactioos l.flder this Conb'aO. fl.J 
ilvok:es and bilings shal be CXlllCklsively presumed fnal and ac:ante and al associated claims for t.nder- or overpayments sllal be deemed 
waived Lnless such invoices or ~ a-e objected to In Wfi1j,g, wi1h adequate explanation lWldlor docunentatlon, within two yea-s after the 
Month d Gas delvery. fl.J retroadlve a4Jstments under Section 7 shal be paid il lui by !he party OWitlQ payment within 30 Days d Notice 
and substriatlon d such inacar.lcy. 

7.7. UrVess the pa1ies have eleaed on the Base Contract not to make this Section 7.7 applicable to this Centrad, the parties 
shall net al undisputed amounts due and owing, and/or past due, arising under the Centrad 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 Sedion 7.3 shall be subjec1 to netting 
under this Section. If the parties have executed a separate netting agreement, the terms and conditions therein shall prevail to the 
extent inconsistent herewith. 

SECTION 8. TITLE, WARRAN1Y, AND INDEMNI1Y 
8. 1. Unless otherwise specifically agreed, title to the Gas shal pass rrom Seller to Buyer at the OeUvery Point(s). SeDer shal 
have responsibility for and assume any liability with resped to the Gas plior to Hs delivery to Buyer at the specified Delivery 
Point(s). Buyer shall have responsibility for and assume any liability with respect to saJd Gas after ~s deUvery to Buyer at the 
OeUvery Polnt(s). 

8.2. Sener warrants that it will have the right to convey and will transfer good and merchantable tlUe to an Gas sdd 
hereund81' and delivered by ~ to Buyer, rree and dear of all liens, encumbrances. and daims. EXCEPT AS PROVIDED IN THIS 
SECTION 8.2 AND IN SECTION 15.8, All OTHER WARRANTlES, EXPRESS OR IMPUEO, INCLUDING AN'f WARRANTY OF 
MERCHANTABIUTY OR OF FITNESS FOR AN'f PARTICULAR PURPOSE, ARE DISCLAIMED. 

8.3. SeBer agrees to Indemnify Buyer and save a harmless from all losses, fiabilities or claims including reasonable 
attorneys' fees and costs of court ("Claims"). from any and all persons, arising from or out or daims of title, personal lllJury 
(Jilduding death) or property damage from said Gas or other charges thereon which attach before title passes to Buyer. Buyer 
agrees to ildernnify Seier and save H harmless from all Claims, from arry and all persons, arising from or out cJ claims regarcing payrnenL 
personal injuy (induding death) or property damage from said Gas or other charges thereon wlldl attach aner Iitle passes to Buyer. 

8.4. The parties agree that the delivery of and the transfer of title to all Gas under this Centrad shall take place within the 
Customs Tenitory of the U~ed States (as defmed In general note 2 of the Harmonized Tariff Schedule or the United States 19 
U.S.C. §1202, General Notes. page 3); provided, however, that in the event Seller took title to the Gas outside the Customs 
Territory of the UnHed States, Seller represents and warrants that k is the importer d record for al Gas entered and delivered into 
the UnHed States, and shall be responsible for entry and entry summary fdings as well as the payment d duties. taxes and fees, if 
any, and aU applicable record keeptng requirements. 

8.5. Notwithstanding the other provisions of this Section 8. as between Seier and Buyer. Selerwil be lable for al Claims to the extent 
that such arise from the faikxe d Gas delvered by SeDer to meet the qua&ty requirements of Section 5. 

SECTION 9. NOTICES 
9.1. AI Transaction Confimla!Jons, invoices, payment Instructions, and other communications made pursuant to the Base 
Contract ("Notices") shall be made to the addresses specified in writing by the respec1ive parties from time to bme. 

9.2. All Notices required hereunder shall be In writing and may be sent by facsimile or mutually acceptable eledronlc means, 
a nationally recognized overnight courier service, first dass man or hand defrvered. 

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 Hs facsim~e machine's confirmation of successful transmission. If the day on which such facsimile Is received Is 
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not 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 shal be deemed to have been received on lhe next Business Day after 
a was sent or such eanier time as is conformed by the recelw~g party Notice via flfst dass mail shall be considered delivered five 
Business Days after maiing. 

9.4. The party receiving a commerdally acceptable Nolice of change in payment instruclions or other payment information shall 
not be oblgated to implement such change until ten Business Days alter receipt of such Notice. 

SECTION 1 0. FINANCIAL RESPONSIBILITY 
10.1. neither party ("X') has reasonable grounds for Insecurity regarding the performance of any obligation under this Contract 
(whether or not then due) by lhe other party ("Y") (lnduding, without limitation, the occurrence of a material change In the 
aeditworlhlness of Y or its Guarantor, If applicable), X may demand Adequate Assurance of Performance. "Adequate Assurance 
of Performance• shaD mean suffiCient security in the form, amount, for a term, and from an issuer, all as reasonably acceptable to 
X. including, but not imited to cash, a standby irrevocable letter of credn, a prepayment, a security interest in an asset or guaranty. 
Y hereby grants to X a continuing farst 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 !his Section 1 0.1. Upon the return by X to Y of such Adequate 
Assurance of Performance, lhe security Interest and lien granted hereunder on that Adequate Assurance of Performance shall be 
released automatically and, to the extent possible, without any funher action by either party. 

10.2. In lhe event (each an "Event of Default") either party (lhe "Defaulting Party") or its Guarantor shall: (I) make an 

assignment or any general arrangement for lhe benefit of aedtors; QE!~)_~!~. i'. P.~~~~--~-~~-~-~~~~,-~~~~ •• <11: _ .•. -
acquiesce In the commencement of a proceeding or case under any banllt\Jptcy or similar law for the protection of aedilors or have •· .• 
such petition filed or proceeding commenced against H; ~1-~\1!!~~!-~~~-~.n..~t~ -~n_tj~~~Y.e!.~-~~-'l~~K. ·. 
~l-~-~~_b)~.!~~Y-~~-~~-~-~-!IJ~Y. !~I! .~~;-~1.!1.~'!!.~.~~~·.P!'~Y!~~~~!i!tl!i~.a.t9f, .~!'!~.l9f,.~~~~i~.'!·.Y.'!~~~4!.<1': ~:-. 
other similar official appointed with respect to it or subs.tantlalty all of its assets: m...••io!'iJ. !~I!_tp_~~9!!'L~Y-~.b!i9.'!~~~-!<?.~-~~--- :·. 
party with respect to any Credn Support Obftgations retaMg to the Contract; ~!.!~!.!<? • .9."!'~--~~~!~-~~~~~--~ ~~·- \ 
Performance under Section 10.1 wrthin 48 hours but at least one Business Day of a written request by lhe other party; ~1::::. '. 
not have paid any amount due the other party hereunder on or before the second Business Day following written Notice that such ::~·. '. 
payment is due; or ix) be the affected party with respect to any Additional Event of Default; !hen lhe other party (the "No!)- ::~;\ \ 
Defaulting Party") shall have the right, at Its sole election, to Immediately withhold and/or suspend deliveries or payments upon ~::··:.\ 
Notice and/or to terminate and liquidate the transactions under the Contract, in the manner provided In Section 10.3, in addition to \:;:·. •• 
any and all other remedies available hereunder. ~~·:'-. 

·. 

10.3. nan Event of Default has occurred and is continuing, the Non-Defaulting Party shan have the right. by Notice to the :;s:.: 
Defaulting Party, to designate a Day, no earlier !han the Day such Notice is given and no later than 20 Days after such Notice is ;:\\ \ 
given, as an early termination date (the "Earty Termination Date") for the liquidation and termination pursuant to Section 10.3.1 of :;:: 
all transactions under the Contract, each a "Terminated Transaction·. On the Earty Termination Date, all transactions Witt :":\\ 
terminate, other !han those transactions, If any, that may not be Uquldated and terminated under applicable law ("Exduded :::· ~ 
Transactions"), which Exduded Transactions must be liquidated and terminated as soon !hereafter as Is legally permissible, and !\':\ . 
upon termination shall be a Terminated Transaction and be valued consistent with Sect.oon 10.3 .1 below. With respect to each l\\ 
Exduded Transaction its actual termination date shal be the Earty Tenninallon Date for purposes of Section 10.3.1. ~ 

\ The parties have selected either "Early Termination Damages Apply'" o r " Early Termination Damages Do Not Apply'" as 
lndlc.tted o n the Base Contract 

Early Termination Damages Apply: 

.. 

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shan determine, In good fa ith and In a commercially 
reasonable manner, (l) the amount owed (whether or not then due) by each party with respect to all Gas delivered and received 
between lhe 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 3.2), 
for which payment has not yet been made by the party that owes such payment under th is Contract and (uj the Markel Value, as 
defined below, of each Terminated Transaction. The Non-OefauHing Party shall (x) Pquidate and accelerate each Terminated 
Transaction at its Marltet Value, so !hat each amount equal to the difference between such Marltet Value and lhe Contract Value, 
as defined below, of such Terminated Transaction(s) shall be due to the Buyer under the Terminated Transaction(s) ~such Marltet 
Value exceeds the Contract Value and to the SeUer ~ the opposite is the case; and (y) where appropriate, discount each amount 
then due under dause (x) above to present value in a commercialy reasonable manner as of the Early Termination Date (to take 
ac:count of the period between the date of liquidation and the date on which such amount would have otherwise been due pursuant 
to !he relevant Terminated Transactions). 

For plMl>Oses of this Section 10.3.1, "Contract Value· means the amount of Gas remaming to be delivered or purchased under a 
transaction multipfied by the Contract Price, and "Mar1<et Value• means lhe amount of Gas remaining to be delivered or punchased 
under a transaction multiplied by the marttet price for a similar transaction at the Delivery Point determined by the Non-Defaulting 
Party in a commercially reasonable maMer. To ascertain the Mar1<et Value, the Noi)-DefauHing Party may consider, among other 
valuations. any or all of the settlement prices of NYMEX Gas futures contracts. quotations from leading dealers In energy swap 
contracts or physical gas trading marltets, 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 shal not be required to enter Into a replacement transaction(s) In 
order to determine the Marltet Value. Any extenslon(s) of lhe term of a transaction to which parties are not bound as of the Earty 
Tenmination Date Cindudina but not limHed to •everareen DrOvislons"l shall not be considered In determlninq Contract Values and 
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Mari<et 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 Mari<et 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: 

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shall determine, In good fa ith 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 (rlcluding without limitation any amounts owed under Section 3.2), 
for which payment has not yet been made by the party that owes such payment under this Contract. 

The partles have selected either "Other Agreement Setoffs Apply" or "Other Agreement Setoffs Do Not Apply" as 
Indicated o n the Base Contract. 

Other AQreement Setoffs Aoolv: 

Bilateral Setoff Option: 

10.3.2. The Non-Defaulting Party shall net or aggregate, as appropriate, any and all amounts owing between the parties 
under Section 1 0.3. 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 Amounr). At Hs sole option and withoul prior Notice to the Defaulting Party. the Non-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 (H) any amount(s) (including any excess cash margin or excess cash 
collateral) owed or held by the party that is entitled to the Net Settlement Amount under any other agreement or arrangement 
between the parties. 

Triangular Setoff Option: 

10.3.2. The Non-Defaulting Party shall net or aggnegate, as appropriate, any and all amounts owing between the parties 
under Section 1 0.3. 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 Amounr). At Hs sole option, and withoul prior Notice to the Defaulting Party, the Non-Defaulting Party is 
hereby authorized to setoff (i) any Net Settlement Amount against any margin or other collateral held by a party In connection with 
any Credit Support Obligation relating to the Contract; (il) any Net Settlement Amount against any amount(s) (including any excess 
cash margin or excess cash collateral) owed by or to a party under any other agreement or arrangement between the parties; (iU) 
any Net Settlement Amount owed to the Non-Defaulting Party against any amount(s) (including any excess cash margin or excess 
cash collateral) owed by the Non-Defaulting Party or Its Affiliates to the Defaulting Party under any other agreement or 
arrangement; (iv) any Net Settlement Amount owed to the Defaulting Party against any amount(s) (Including any excess cash 
margin or excess cash collateral) owed by the Defaulting Party to the Non-Defaulting Party or Hs Affiliates under any other 
agreement or arrangement; and/or (v) any Net Setuement Amount owed to the Defaulting Party against any amount(s) (including 
any excess cash margin or excess cash coDateral) owed by the Defaulting Party or its Atf~iates to the Non-Defaulting Party under 
any other agreement or arrangement. 

Other Agreement Setoffs Do Not Apply: 

10.3.2. The Non-Defaulting Party shall net or aggregate, as appropriate, any and all amounts owing between the parties 
under Section 1 0.3.1, so that all such amounts are netted or aggregated to a single liquidated amount payable by one party to the 
other (the "Net Settlement Amounr). At its sole option and without prior Notice to the Defaulting Party, the Non-Defaulting Party 
may setoff any Net Settlement Amount against any margin or other collateral held by a party In connection with any Credit Support 
Obligation relating to the Contract. 

10.3.3. If any obligation that Is to be included In any netting, aggregation or setoff pursuant to Section 10.3.2 is 
unascertained, the Non-Defaulting Party may in good faith estimate that obligation and net. aggregate or setoff, as applicable, in 
respect of the estimate, subject to the Non-Defaulting Party accounting to the Defaulting Party when the obligation is ascertained. 
My amount not then due which Is Included In any netting, aggregation or setoff pursuant to Section 10.3.2 shall be discounted to 
net present value in a commercially reasonable manner determined by the Non-Defaulting Party. 

10.4. As soon as practicable after a liquidation, Notice shall be given by the Non-Defaulting Party to the Defaulting Party of 
the Net Settlement Amount, and whether the Net SetUement Amount Is due to or due from the Non-Defaulting Party. The Notice 
shall include a written statement explaining in reasonable detail the calculation of the Net Settlement Amount. provided that failure 
to give such Notice shall not affect the vaUdity or enforceability of the liquidation or give rise to any claim by the Defaulting Party 
against the Non-Defaulting Party. The Net Settlement Amount as well as any setoffs applied against such amount pursuant to 
SecJion 10.3 .2, shall be paid by the dose of business on the second Business Day following such Notice, which date shall not be 
earlier than the Early Termination Date. lrnerest on any unpaid portion r:t the Net Settlement Amount as a~usted by setotfs, shall aa:rue 
from the date due ~til the daCe of payment at a rate equal to the lower r:t (i) the then-effective prime rate d lrierest publshed ~der "Money 
Rates" by The Wal Slreei.Jolmal, plus two pert:ent per annum; or (i) the maximum applicable lawfU lrierest rate. 

10.5. The parties agree that the transactions hereunder constitute a "forward contract" within the meaning of the United 
States Bankruptcy Code and that Buyer and Seller are each "forward contract merchants• within the meaning of the United States 
Bankruptcy Code. 

10.6. The Non-Defaulting Party's remedies under this Section 10 are the sole and exduslve 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 may be entitled to arising from the Contract. 
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10.7. \'Wh respect to this Section 10, if the parties have execuled a separate netting agreement with dose-out netting 
provisions. the terms and conditions therein shall prevail to the extent inconsistent herewith. 

SECTION 11 . FORCE MAJEURE 
11 . 1. Except wilh regard to a pany's obligation to make payment(s) due under Secllon 7, Section 10.4, and Imbalance Charges 
under Section 4, neither party shall be i able to the other for failure to perform a Firm obligation, to lhe extent such failure was caused by 
Force MajetKe. The term "Force Majeure• as employed herein means any cause not reasonably within the control of the party daiming 
suspension, as further defined In Section 112. 

11.2. Force Majeure shal lndude, but not be Umited to, the following: (i) physical events such as acts of God, landsfldes, 
lghlnlng, earthquakes, rns, storms or storm warnings, such as hurricanes, which resun in evacuation of the affected area, floods, 
washouts, explosions, breakage or accident or necessity of repair's to machinery or equipment or tines 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 and/or curtailment of Firm transportation and/or storage by Transporters; (lv) acts of others such as slrikes, 
loc:Xouts or olher lnduslrial disturbances, riots, sabotage, Insurrections or wars, or acts 0( terror; and (v) governmental actions such 
as necessity for complance with any court order, law, statute, ord'lll3nce, regulation, or poicy having lhe effect of law promulgated 
by a governmental authori1y havmg jcnsaldlon. SeDer and Buyer shal make reasonable efforts to avoid the adverse impacts of a 
Force Majeure and to resolve the event or occurrence once k has occurred in order to resume performance. 

11 . ) • NeHher party shal be enlitJed to the benefit of tile provisions of Force Majeure to the extent performance is affected by 
any or all of the following circumstances: (Q lhe curtailment of interrupbble or secondary Firm transportation unless primary, in-palll, 
Firm transportation Is also curtailed; (ii) the party daiming excuse failed to remedy the condition and to resume the performance of 
such covenants or obligations with reasonable dispatch; or (Iii) economic hardship, to lndude, withoul UmilaUon, Seller's ability to sel 
Gas at a higher or more advantageous price lhan lhe Contract Price, Buyet's ability to purChase Gas at a lower or more advantageous 
price than tile Conlracl Price, or a r&gUatory agency d'osallowing, in ...nole or in part, the pass lhrough of costs resulting from ltlis 
Contraa; (rv) the loss of Buyer's rrnrtet(s) or Buyer's inablity to use or resel Gas purChased hereunder, except, in either case, as 
provided in Section 11.2; or (v) the loss or failure of Sellel's gas supply or depletion of reserves, except. in eilller case, as provided in 
Section 11.2. The party daiming Force Majeure shall not be excused from Hs responslbHity for Imbalance Charges. 

11.4. Notwllhstanding anything to the contrary herein, the parties agree that the settlement of slrikes, lockouts or olller 
lnduslrial disturbances shall be within the sole discretion of the party experiencing such disturbance. 

11.5. The party whose performance Is prevented by Force Majeure must provide Notice to the olller party. Initial Notice may 
be given oraly; however, witten Notice with reasonably full partia.dars 0( the event or OCCirrenC8 Is required as soon as reasonably 
possille. Upon provicing written Notice 0( Force Majeure to lhe other party, the affected party wil be releved of Hs obligation, from the 
onset 0( the Force MaJeure event to make or aa:ept delivery of Gas, as applicable, to the extent and tor the dulaUon of Force MajetKe, 
and nerther party shall be deemed to have failed in such oblgations to the Otller during sudl oc:a.nence or evett. 

11.6. Notwithstanding Sections 11.2 and 11 .3, the parties may agree to alternative Force Majeure provisions In a Transaction 
Confirmation executed In writing by both parties. 

SECTION 12. TERM 
This Contract may be termnaled on 30 Day's 'NI'iten Notice, but shal remain in effect until the exporallon of lhe latest Delivery Period of 
any lransadlon(s). The rights of either party ptrSUantto Section 7.6. Secllon 10. Section 13. tile oblgaUons to make payment hereunder, 
and the obligation of either pany 10 inderMfy the olller, po.rsuan1 hereto shal lUV!Ve the lemw\alJon of the Base Conlracl or any 
tr.rosadlon. 

SECTION 13. LIMITATIONS 
FOR BREACH OF /W'f PROVISION FOR \NHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED, SUCH 
EXPRESS REMEDY OR MEASURE OF DAMAGES SHAll BE THE SOlE AND EXCLUSIVE REMEDY. A PARTYS LJABILITY 
HEREUNDER SHAll BE LJMrTED AS SET FORTH IN SUCH PROVISION, AND ALL OTHER REME.DfES OR DAMAGES AT LAW OR 
IN EOUilY ARE WAAIEO. F NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN OR IN A 
TRANSACllON, A PARTYS LJABlUTY SHALL BE UMfTE> TO DIRECT ACTUAL DAMAGES ONlY. SUCH DIRECT ACTUAL 
DAMI'.GES SHAll BE THE SOLE AND EXCLUSIVE REMEDY, AND AU. OTrtER REMEDIES OR DAMAGES AT LAW OR IN EQUilY 
ARE WPNED. UNLESS EXPRESSLY HEREIN PROVIDED, NErTHER PARTY SHALL BE LJABLE FOR CONSEQUENTlAl. 
INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION 
DAMAGES, BY STATUTE, IN TORT OR CONTRACT, UNDER /W'f INDEMNITY PROVISION OR OTrtER'MSE. IT IS TrtE INTENT OF 
THE PARTIES THAT TrE UMITATIONS HEREIN IMPOSED ON REMEDIES AND TrtE MEASURE OF DAMAGES BE WITHOUT 
REGARD TO TrtE CAUSE OR CAUSES RELATED TrtERETO, INCLUDING TrtE NEGLIGENCE OF /W'f PARTY. \NHETHER SUCH 
NEGUGENCE BE SOLE. JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE. TO THE EXTENT /W'f DAMAGES REQUIRED TO BE 
PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACI<NO'M.EOGE THAT THE DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO 
DETERMINE, OR OTHER'MSE OBTAINING AN ADEQUATE Ra.EDY IS INCONVENIENT AND THE DAMAGES CAI..ClAATEO 
1-EREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR LOSS. 
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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 pany obtaining, in good faith and from non­
affiliated market partidpants in the relevant market, two quotes for prices of Gas for the affected Day of a similar qual~y 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 a a factor of the price agreed lo In the transaction as being based upon a specified index. 
"Market Disruption Event" means, with respect to an index specified fa a uansaction, any of the following events: (a) the failure of 
the index to announce a publish information necessary for determining the Floating Price; (b) the failure of trading to commence or 
the permanent discontinuation a material suspension of trading on the exchange or market acting as the Index; (c) the temporary 
a 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 
dedmal places. If the fourth decimal number Is frve or greater, then the third decimal number shaD 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 shaJ be binding upon and nure to the benefit of the successors, assigns, personal representatives, and heirs of 
the respective parties hefeto, and the covenants. concfllions, rights and obflgations of this Contract shaQ run fa 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 shaQ not relieve the assigning party from liabil~ hereunder). which consent will not be unreasonably withheld or delayed; provided, 
either party may 0) transfer, sell, pledge, encumber. or assign this Contract or the accounts. revenues, or proceeds hereof In connection 
with any financing or other flll3ncial atrangements, or (i) transfer~ nterest to any parent or Al!ifaate by asslgnmen~ merger or otherwise 
without the prior approval of the other party. Upon any such asslgnrnen~ transfer and assumption, the transferor shaD remain principaly 
iable for and shall not be relieved of or disctla'"ged from any obligations hereunder. 

15.2. If any provision In this Contract is determined to be invafid, void or unenforceable by arry court having juriscf!CIIon, such 
determination shall not invafodate, void, or make unenforceable any other provision, agreement or covenant of this Contract. 

15. 3. No waiver of any breach of this Contract shal be held to be a waiver of any other or subsequent breach. 

15.4. This Contract sets forth aD understandings between the parties respecting each transaction subject hereto, and any prior 
contracts, understandings and representations, whether oral or written, relating to such transactions are merged into and superseded by 
this Contract and any effective transadion(s). This Contract may be amended only by a writing executed by both parties. 

15. 5. The interpretation and petformMce of this Contract shal be governed by the laws of the j\6isdidion as indicated on the Base 
Contract, excluding, however, any conftict of laws rule which WOIAd apply the law of another jurisdiction. 

15.6. This Contract and al provisions herein will be subject to all appicable and vafid statutes, rules, orders and regulations of any 
governmental a~ having juriscfdion over the parties, their faciuties, or Gas supply, this Contract or transaction or any provisions 
thereof. 

15.7. There is no third party beneficiary to this Contract. 

15. 8. Each party to this Contract represents and warrants that l has tua and complete authority to enter into and perform this 
Contract Each person who executes this Contract on behalf of either party represents and warrants that ~ has tun and complete authority 
to do so and that such party wiD be bound thereby. 

15.9. The headings and subheadings contained in this Contract are used solely for convenience and do not constitute a part of this 
Contract between the parties and shal not be used to construe or interpret the provisions of this Contract 

1 5. 1 0. Unless the parties have elected on the Base Contract not to make this Section 15.10 appicable to this Contract, n~er party 
shall cftsclose dinedty or indirectly without the prior written consent of the other party the terms of arry transaction to a th~d party (other 
than the employees, lenders, royalty owners, counsel, accountants and other agents of the party, or prospective purchasers of al or 
substantiaDy aa of a party's assets or of any rights under this Contract, provided such persons shaQ have agreed to keep such terms 
confidential) except (I) in order to comply with any applicable law, order, negutalion, or exchange rule, (ii) to the extent necessary for the 
enforcement of this Contract , (II) to the extent necessary to implement arry transaction, (rv) to the extent necessary to comply with a 
regulatory agency's reporting reqt.Wements including but not rmfted to gas cost recovery proceedings; a (v) to the extent such information 
is deivered to such third party for the sole purpose of calculating a publshed index. Each party shall notify the other party of any 
proceeding of which l is aware which may resutt In discloSIXe of the terms of any transaction (other than as permitted hereunder) and use 
reasonable efforts to prevent or imi1 the cisclosure. The existence of this Contract is not subject to this confidentiaity obligation. Subject 
to Section 13. the parties shal be entlled to all remedies available al law or in eq~ to enforce. or seek rertef in connection with this 
confldentiaHty obligation. The terms 0( any transaction hereunder shaJ be kept confidential by the parties hefeto for one year from the 
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 shaD cooperate (consistent With the disclosing party's legal obligations) with the other party's elfons to obtain protective ocders 
or similar restraints with respect to such disclosure at the expense of the other party. 

15. 11. The parties may agree to dispute resolution procedl.lfes in Special Provisions attached to the Base Contract or In a 
Transaction Confirmation executed In writing by both parties 

15.12. My original executed Base Contract, Transaction Confirmation or other related document may be digitally copied, 
photocopied, or stored on computer tapes and disks (the "Imaged Agreemenr). The Imaged Agreement, if introduced as evidence 
on paper, the Transaction Confirmation, ff introduced as evidence in automated facsimile form, the 11!<Xlfding, if introduced as 
evidence in ~s original form, and al computer records of the foregOing, if introduced as evidence In printed format, in any judicial, 
artxlr'a!ion, mediation or adm1111strative proceedings will be admissible as between the parties to the same extent and under the 
same conditions as other business records originated and maintamed in documentary form. Neither Party shall objed to the 
admissibiity of the recording, the Transaction Confirmation, or the Imaged Agreement on the basis that such were not originated or 
maintained in documentary form. However, nothing herein shaD be construed as a waiver of any other objedion to the admisslblily of 
such evidence. 

OCSCLAIMER: The pupooes d ths Coman 11:1 lacii1ate1Tade, -II'ISIIlder1und ond make mae de1iU thlllrmS d camas d pud\ase ond 
sale d nat1nl gas. Fl.fthlr. NAESB does no1 mandate lhe use ollt'is Coma b'f rnJ pony NAESB OISCLAJMS AND EXCI..UDES, AND ANY USER OF 
nilS CONTRACT ACKNOWLEDGES AND AGREES TO NAESB'S OCSCI..AIMER Of', ANY AND AU.. WAAAANTlES, CONDITIONS OR 
REPRESENTATIONS, EXPRESS OR IMPUED, ORAL OR WRirrEN, WI'Tl1 RESPECTTD nilS CONTRACTOR ANY PARTTHEREOf',INCI..UOING 
ANY AND AU..IMPUED WARRAtmES OR CONOCTlONS OF 1TTU, NQH.INfRJNGEMEHT, MERCHANTASUTY, OR FITNESS OR SUITABUTY FOR 
ANY PARTlCVlAA PURPOSE (WHElliER OR NOT NAESB KNOWS, HAS REASON TO KNOW, HAS BEEN ADIIISED, OR IS OTHERWISE IN FACT 
AWARE OF ANY SUCH PURPOSE}. WHETHER AU..EGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY 
~OF DEAUNG. EACH USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES wtU. NAESB BE UABLE FOR ANY 
ORECT, SPECIAL, tNODEHTAI.. EXEMPLARY, PUf\lllVE OR CONSEQUEHTW. DAMAGES ARISING Ol1T OF ANY USE OF THIS CONTRACT. 
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Special Provisions to NAESB Base Agreement ("Agreement") 
Betwee n Jefferson Gas, LLC ("Seller" ) and Party B ("Buyer") 

Buyer's Credit Requirements 

Seller mav waive Credit Requirements as long as Buyer pavs by the 25111 dav of the following month of __ .. -·· {.._Form...:.:..:;..c•c.::tt.;.:edc:..:c...:~c.:..:c.:c.::c:....::.;;_ _________ _.J 

deliverv. 

During the first two years (24 months) of this agreement, and for a further period if deemed appropriate by 
Seller, Buyer mavsl!eH be required to post one of the following forms of credit assurances if Buver IS 

delinquent on making payment as required in this Agreement. 111e requirement for Buver to post credit 
assurances shale be at the sole discretion of Seller: 

(a) A guaranty in a form and issued by a creditworthy guarantor acceptable to Seller in its sole 
discretion for an amount equal to the revenues Buyer would pay to Seller for two (2) months 
of peak winter service measured by the highest two month's volumes experienced by Buyer 
in the past 24 months times Seller's reasonable estimate of future market pricing at the time 
Buyer is deemed to require special credit assurances pursuant to this section; or 

(b) A lener of credit to be effective through the ending term of any transaction confumation for 
an amount equal to the revenues Buyer would pay to Seller for two (2) months of peak winter 
service measured by the highest two month's volumes experienced by Buyer in the past 24 
months times Seller's reasonable estimate of future market pricing at the time Buyer is 
deemed to require special credit assurances pursuant to this section, in a form and from a 
financial institution approved by and acceptable to Seller, in Seller's sole reasonable 
discretion; or 

(c) A cash prepayment in an amount equal to the revenues Buyer would pay to Seller for the 
applicable month of supply/service using Seller's commercially reasonable estimate of future 
contract pricing and estimated volume. This cash prepayment requirement under this section 
would continue to roll each month with payments due by Seller to Buyer each month at least 
48 business hours prior to the first day of gas delivery. Prepayments after the initial month of 
service would also include any adjustments due to either Buyer or Seller because of volume 
or contract price variances that occur after the previous prepayment occurred. 

Notwithstanding anything to the contrary in this Attachment A, if Seller at any time throughout the term 
of this Service Agreement has reasonable grounds for insecurity regarding: 

(a) the performance by Buyer, or by the guarantor, of any obligation hereunder; 
(b) the guaranty with respect to the guarantor; or 
(c) the Buyer's performance under the terms and provisions of the NAESB Agreement and any 
related transaction confumations, including without limitation and in Seller's sole reasonable 
discretion, the occurrence of a material change in the creditworthiness of Buyer or the guarantor; 

then Seller may demand credit assurance in one or more of the fomlS set forth above so long as the total 
credit assurance demand does not exceed the amounts determined above. If Buyer fails to provide the 
required credit assurance within three (3) business days after wrinen demand thereof, Seller may suspend or 
terminate performance under the Agreement and any applicable transaction confirmations immediately upon 
wrinen notice, in addition to any and all other remedies otherwise available to Seller at law or in equity. 
Suspension or termination by Seller will also include Seller's right to tum off the physical meter(s) allowing 
physical natural gas to flow into Buyer's system if satisfaction arrangements for payment are not acceptable 
to Seller. 

Copynght 0 2006 Nonh AmellQ/l Energy SWldards Board. Inc. 
All Rights Reserved Page 13 ol16 

NAESB Standort! 6.3 1 
September 5. 2006 



lf Buyer chooses credit option (c) above, then Buyer shall pre-pay Seller at least four (4) business days 
before the start of the Delivery Month. 

lf any part of these Special Provisions confl ict with the language contained in the NAESB Base Agreement, 
then the language in these Special Provisions shall govern any transactions between the parties. 

IN WITNESS WHEREOF, the duly authorized representatives of the Parties hereto have executed these 

Special Provisions to NAESB Base Agreemenl 

By: ____________________________ _ 

Nrume: __________________________________ __ 

1~: --------------------------------
Date: 

JEFFERSO GAS, LLC 

By: ____________________________ _ 

Name: ________________________________ ___ 

1~: --------------------------------
Date: 
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TRANSACTION CONFIRMATION 
FOR IMMEDIATE DELIVERY 

EXHIBIT A 

Date: Qctober 1 ~012 
!Transaction Confirmation #: 

This Transaction Confirmation Is subject to the Base Contract between Seller and Buyer dated Qgob~r 1 Z01 ~ . The 
terms of this Transaction Confirmation are binding unless disputed in Wliting within 2 Business Days of receipt unless otherwise 
specified In the Base Contract 

SELLER: BUYER: 

Jefferson Gas. LLC Kentucky Frontier Gas, LLC 
P.O. Box35 2962 Route 321 N 
Winchester, KY 40392 Prestonsburg, KY 41653 

Attn: Jack Banks Attn: Dennis R. Homer, Gas Contracts Mgr. 
Phone: (606) 43+-6157 Phone: (303) 422-3400 
Fax: (859) 245-9409 Fax: (303) 422-6105 
Base Contract No. NAESB 012~ 
Transporter. Jefferson Gas~~all!ef!A9 & Columbia Gas 

Base Contract No. NAESB 012 

Transmission 

Contract Price: $ IMMBtu or (s~ ~~~s;ial ~Qndi!ions) 

Delivery Period: Begin: October 1, 201~ End: -SeplemberMafGII3~. 2016 

Performance Obligation and Contract Quantity: (Select One) 

Firm (Fixed Quantity): Firm (Variable Quantity): Interruptible: 

---MMBtuslday _ 1 __ MMBiuslday Minimum Up to __ MMBtuslday 

J EFP _j..QQQ_ MMBtuslday Maximum 

subject to Section 4.2. at election of 

J Buyer or 181 Seller 

Delivery Polnl(s): Public Gas City-gate at various connections~yeRWil!e-ffiler~h-Je#e<sen-Gas-GatheAAg-
IMI .agoffiA-Goooly-K¥ 

(If a pooling point Is used, list a specific geographic and pipeline location): 

Special Conditions: 

1. Contract Price for Producer Gathered Supplies: For gas supplies delivered to Buyer from the Jefferson Gas Gathering 
system that originated on the Jefferson Gas system (direct producer gas), the price shall be the applicable NYMEX settlement 
price for each month plus $~ per MMBtu. These units will be converted to an Mcf price using the actual monthly Btu factor 
provided by TCO to Jefferson at ~s Van Lear meter station. Should the Van Lear station cease operation or TCO otherwise 
discontinue gas sampling at Van Lear, then the Btu factor used for billing purposes shall be set by Jefferson's other gas samples 
at meter stations with TCO. 

2. Contract Price for Baseload TCO Supplies: For monthly baseload gas supplies delivered to Buyer from the Jefferson Gas 
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Gathering system that originated on the Columbia Gas Transmission (TCO) system, the price sllall be the applicable The Inside 
FERC TCO Appalachian Index price plus $2.004~ per MMBtu. These units will be converted to an Md price using the actual 
monthly Btu factor provided by TCO to Jefferson at Hs Van Lear meter station. Should the Van Lear station cease operation or 
TCO otherwise discontinue gas sampling at Van Lear, then the Btu factor used for bimng purposes shall be set by Jefferson's 
other gas samples at meter stations with TCO. 

tf Seller Is required to purchase additional gas supplies during the Delivery Month, because projected gas deliveries for the 
remainder of the month are expected to exceed the Nomination for that Delivery Month, as staled in Paragraph 4 below, then 
Buyer shall pay the appficable Platt's Gas Daily Midpoint Price for TCO Appalachian Index price plus $2 ~ per MMBJ+u for 
these additional supplies. Seller shall provide Buyer with notice of these additional gas supplies. 

3. Contract Price During TCO Operational Flow Orders: For gas supplies during periods where TCO has dedared an 
Operational Flow Order (OFO), the price shall be the applicable Plaii&Piatt's Gas Daily Midpoint Price for TCO Appalachian Index 
price plus $~per MMBtu. Seller shall provide Buyer written confinnation of the applicable dates where TCO OFO's were in 
place. These units will be converted to an Met price using the adual monthly Btu factor provided by TCO to Jefferson at Hs South 
MeansVaA-~ar meter station. Should the South Mean~ station cease operation or TCO otherwise discontinue gas 
sampling at South Mean~. then the Btu fader used for biQing purposes shall be set by Jefferson's other gas samples at 
meter stations with TCO. 

4-ContF~UaFitity;-ThEHneleHISed-fur-billing-&llaU~~ter-&tatiofl-a~4-iflt~tioFI-belwe~ 
Jeflersen anll tile Gil)• el ~alye10>oRe Jeflersen is ebligate!l le pre•411e IRe lwll reqwirements eiiRe Gity ellialyersooille, e•;epl tile 
"B+Y ~ystem· !ABFIR el ~alyerso;hl Fegardless efuoeatlleF seAdiijeAs aAd llemaAd cllaAges. •Ay llaily oo elwme ooaliaAse • •ill be 
fwllillell eA a ne net•se bas•s. •eganltess el reswlting castle Jetfer&eA. 8wyer sllall AemiAale te SePer its esijmalea aemaAG teuets 
at-1easl-f~·busines&4ays-belor.e.t~rt-of-tll&-Qeliv~~ll-ooH>e-respooslbl&feHiemand'Vafiaooes.-
f'Nemillatiof8, 

4 . Buyer is resQonsible for all service lines and shall make reQairs and reQiacements In a diligent and worl<manllke manner 

. . .... { Formatted: Space Alter: 6 p! 

SeRer. Buyer. 

By: By: 

Trtle: Title: 

Date: Date: 
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Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

5. Refer to the application, Exhibit 3, page 17, Section 7.01 (f), Termination . 
Provide Public's Lost and Unaccounted for gas percentage for the latest 12-month 
period available. 

WITNESS: OXFORD 

RESPONSE: 

Frontier has analyzed information provided by Public Gas for the period October 2014 
to September 2015. 

Sales were about 128,000 MCF when adjusted for back-billing of the school and several 
small customers for pressure factor errors. 

Purchases from Jefferson Gas were 133,500 MCF, resulting in a calculated L&U of 
(4.3)% gas loss. 



Case No. 20015-00299 
Responses to Commission order of September 25, 20 15 

6. Refer to the application, Exhibit 3, page 17, Section 7.01 (g) , Termination. 
Provide the amount of bare steel pipe in service for Public's system. 

WITNESS: SHUTE 

RESPONSE: 

The PHMSA Annual Report submitted by Public Gas for Calendar 2014 shows 1 mile of 
bare steel pipe in the system, along with 4 miles of protected, coated steel pipe. 

Frontier worked with Public Gas to more closely quantify the various types of pipe, Bare 
Steel, Coated Steel, PE and PE inserted into steel. 

From reports supplied by Public Gas, we estimate the actual bare steel pipe at between 
7,300 feet and 10,000 feet. 

Since Public Gas was separated from the joint ownership of Jefferson Gas in 2012, 
there has been 1 00%+ turnover of employees and managers, enough that nobody 
knows with certainty the quantity, location and condition of all steel pipe in Public Gas. 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

7. Refer to the application, Exhibit 3, page 17, Section 7.01 (h), Termination. 
Provide copies of all communication between Frontier and Jefferson Gas, LLC 
("Jefferson Gas") concerning Frontier's acquisition of adequate gas transportation and 
gas supply commitments from Jefferson Gas. 

WITNESS: OXFORD 

RESPONSE: 

All correspondence concerning the gas supply contract, including the refusal to approve 
the assignment of the contract between Public Gas Company and Jefferson Gas, LLC 
has been by email. All such emails between Jefferson and Frontier regarding the Gas 
Purchase Agreement are attached. 



John Hughes 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Jack, 

IGS Inc. <igsinc@att.net> 
Wednesday, October 07, 2015 4:02 PM 
John Hughes 
Steven Shute 
Fw: Clean Gas Purchase Agreement for Public Gas Supply 
NAESB Clean Base Contract Jefferson_Frontier (PG)(09-28-2015.docx; Jefferson Service 
Line Definitions.pdf 

Attached is the last GPA sent 9/29 to McGonagle. He hasn't returned a signed copy. I wi ll call him this afternoon. 

Dennis 

Industrial Gas Services, Inc. 4891 Independence Street, Ste 200 Wheat Ridge, CO 80033-6714 ph 303.422.3400 fx 
303.422.6105 e-mail igsinc@att. net 

----- Forwarded Message ----­
From: IGS Inc. <igsinc@att.net> 
To: Patrick McGonagle <mcgonaglepatrick@sbcglobal.net> 
Sent: Tuesday, September 29, 2015 5:43 PM 
Subject: Clean Gas Purchase Ag reement for Public Gas Supply 

Pat, 

Attached is a clean copy of the GPA for the PG system supply. I've also attached Bob's diagram depicting Jefferson main 
lines and what we believe are service lines {lines in red). Please confirm both the GPA and the definition of service lines. 

Thanks, 
Dennis 

Industrial Gas Services, Inc. 4891 Independence Street, Ste 200 Wheat Ridge, CO 80033-6714 ph 303.422.3400 fx 
303.422.6105 e-mail igsinc@att.net 
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Base Contract for Sale and Purchase of Natural Gas
This Base Contract is entered into as of the following date: October 1. 2015

The parties to this Base Contract are the followjng:

PARTY A

Jefferson Gas, LLC
PARTYNAME

PARTY B

Kentucky Frontier Gas, LLC

P.O. Box 35

Winchester, KY 40392
ADDRESS

4891 Independence Street, Suite 200
Wheat Ridge, CO 80033

www.|effersonaas.com BUSINESS WEBSITE

NAESB 012 CONTRACT NUMBER

80-131-7421 D-U-N-S® NUMBER

S US FEDERAL:

Z OTHER: TAX ID NUMBERS

• US FEDERAL flMV

• OTHER:

Kentucky JURISDICTION OF

ORGANIZATION

• Corporation E LLC

• Limited Partnership • Partnership

• LLP • Other:

COMPANY TYPE

• Corporation x LLC

• Limited Partnership • Partnership

• LLP • Other
GUARANTOR

(IF APPLICABLE)

CONTACT INFORMATION

ATTN: Patrick J. McGonagle.

TEL§: {614)MHi* FAX#: (859) 737-0102

EMAIL: mcqonaglepatrick^sbcgiobal.net

• COMMERCIAL
ATTN:

TELIt: FAX*:

EMAIL:

ATTN: Jack Banks

TEL»: (SiPHMcr FAX#:(859) 737-0102
EMAIL: jackieffersongas@kvmail.com

• SCHEDUUNG

ATTN: Mike Harris

TELIt: (606)886-2431 FAX#: (606)889-9196

EMAIL: mike@kyfrontierga8.com

ATTN: Patrick J. McGonagle

TEL»: FAX#:(859) 737-0102

EMAIL: mcQonaglepatrick@$bcqlobal.net

• CONTRACT AND

LEGAL NOTICES

ATTN: Dennis R. Homer

TEL#: (303)422-3400 FAXt: (303)422-6105

EMAIL: dhomer@kyfronttergas.com

ATTN: Patrick J. McGonagle.

TEL*: (MPMOT FAX#:(859) 737-0102
EMAIL: mcgonaglepatrick@sbcqlobal.net

• CREDIT

ATTN:

TELM: FAXIt:

EMAIL:

ATTN: Jack Banks

TEL«: FAX#:(859) 737-0102

EMAIL: jackjeffersongas@kymail.com

• TRANSACTION

CONFIRMATIONS

ATTN: Mike Harris

TELK: (606)886-2431 FAX#: (606) 889-9196

EMAIL: mrke@kyfrontiergas.com

ACCOUNTING INFORMATION

ATTN: Linda Koppelman

TEL»: (OTpMM FAX#:(859) 737-0102

EMAIL: lindak@jeffersongas.com

• INVOICES

• PAYMENTS

• SETTLEMENTS

ATTN: Kim Crisp

TELIt: (606)886-2431 FAX#; (606) 889-9196

EMAIL-

BANK:

ABA: ACCT:

OTHER DETAILS:

WIRE TRANSFER

NUMBERS

(IF APPUCABLE)

BANK:

ABA: ACCT:

OTHER DETAILS:

BANK: PNCBank

OTHER DETAILS:

ACH NUMBERS

(IF APPUCABLE)

BANK:

ABA: ACCT:

OTHER DETAILS:

ATTN: Linda Koppelman

ADDRESS-. P.O. Box 35

Winchester, KY 40392

CHECKS

(IF APPUCABLE

ATTN:

ADDRESS:

Copyright ® 2006 North American Energy Standards Board, inc.
All Rights Reserved

NAESB Standard 6.3.1

September 5. 2006
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Base Contract for Sale and Purchase of Natural Gas 
(Continued) 

This Base Contract incorporates by reference for all purposes the General Tenns 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 
Tenns and Conditions. In the event the parties fail to check a box, the specified default provision shall apply. Select the appropriate box(es) 
from each section· 

Section 1.2 181 Oral (default) Section 10.2 181 No Additional Events of Default (default) 
Transaction OR Additional 
Procedure 0 Written Events of 0 Indebtedness Cross Default 

Default 
0 Party A: 

Section 2.7 0 2 Business Days after receipt (default) 
Confirm Deadline OR 0 Party B: 

181 .§ Business Days after receipt 
0 Transactional Cross Default 

Specified Transactions: 

Section 2.8 0 Seller (default) 
Confirming Party OR 

0 Buyer 
181 Jefferson Gas 

Section 3.2 181 Cover Standard (default) Section 1 0.3.1 181 Early Termination Damages Apply (default) 
Performance OR Early 
Obligation 0 Spot Price Standard Termination OR 

Damages 
0 Early Termination Damages Do Not Apply 

Note: The following Spot Price Publication applies to both of the 
immediately preceding. Section 1 0.3.2 181 Other Agreement Setoffs Apply (default) 

Other 
Section 2.31 181 Gas Daily Midpoint (default) Agreement 0 Bilateral (default) 

Spot Price OR Setoffs 181 Triangular 
Publication 0 

OR 

0 Other Agreement Setoffs Do Not Apply 

Section 6 181 Buyer Pays At and After Delivery Point (default) 
Taxes OR 

0 Seller Pays Before and At Delivery Point 

Section 7.2 181 25th Day of Month following Month of delivery Section 15.5 Kentuckll 
Payment Date (default) Choice Of Law 

OR 
0 Day of Month following Month of delivery 

Section 7.2 0 Wire transfer (default) Section 15.10 181 Confidentiality applies (default) 
Method of Payment 181 Automated Clearinghouse Credit (ACH) Confidentiality OR 

0 Check 0 Confidentiality does not apply 

Section 7.7 181 Netting applies (default) 
Netting OR 

0 Netting does not apply 
181 Special Provisions Number of sheets attached: TBD 
0 Addendum(s): 

IN WITNESS WHEREOF, the parties hereto have executed this Base Contract in duplicate. 

Jefferson Gas, LLC PARTY NAME 

SIGNATURE 

By: 

Gene Mapes, Jr. PRINTED NAME 

Managing Member TTTLE 

Copyright@ 2006 North American Energy Standards Board, Inc. 
All Rights Reserved Page 2 of 16 

By: 

Kentucky Frontier Gas, LLC 

Dennis R. Horner 

Gas Contracts Manager 

NAESB Standard 6.3.1 
September 5, 2006 



John Hughes 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Jack, 

IGS Inc. < igsinc@att.net> 
Wednesday, October 07, 2015 3:48 PM 
John Hughes 
Fw: Revisions - Public Gas Contract 
NAESB Base Contract Jefferson_Frontier (Public Gas)(09-11-201S.docx 

There may be a later NAESB agreement than the one attached here. I'll let you know soon as I finish the conference call 
I'm on right now. 

Dennis 

Industrial Gas Services, Inc. 4891 Independence Street, Ste 200 W heat Ridge, CO 80033-6714 ph 303.422.3400 fx 
303.422.6105 e-mail igsinc@att.net 

----- Forwarded Message -----
From: Patrick McGonagle <mcgonaglepatrick@sbcglobal.net> 
To: Dennis Horner <igsinc@att.net> 
Sent: Friday, September 11, 201 512:01 PM 
Subject: Revisions - Public Gas Contract 

Dennis: 

I made the following three (3) revisions to the contract that you can insert into your version: 
1) I inserted the original credit requirement language from the Salyersville Contract, including the 
waiver of pre-payment if Frontier pays on the 25th of the month. 
2) I replaced all the TCO "Van Lear" to "South Means" on Exhibit A. ... .. the source of your gas 
3) I inserted in the definition of "Service Line". Jack and Mike Harris have talked about using the 
Master Meter at Hazel Green and Public does own all the distribution lines down-stream of the Master 
Meter. 

That should be everything . .... thanks for the follow-up. 

Pat 

Patrick J. McGonagle 

3832 Woodbridge Road 
Columbus, Ohio 43220 
Mobile: (614) 499-3234 
mcgonaglepatrick@sbcglobal.net 

This E-mail, including attached fi les, may contain confidential and privileged information for the sole use of the intended recipient. Review, use, 
distribution, or disclosure by others is strict ly prohibited. If you are not the intended recipient, please contact the sender by reply E-mail and delete all 
copies of this message. 
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John Hughes 

From: IGS Inc. < igsinc@att.net> 
Sent: 
To: 

Wednesday, October 07, 2015 3:37 PM 
John Hughes 

Subject: Fw: Public Gas Usuages 

Jack, 

I'm going to be forwarding several emails from Pat McGonagle. Here is the first one. 

Dennis 
Industrial Gas Services. Inc. 4891 Independence Street, Ste 200 Wheat Ridge, CO 80033-6714 ph 303.422.3400 fx 
303.422.6105 e-mail igsinc@att. net 

----Forwarded Message-----
From: Patrick McGonagle <mcgonaglepatrick@sbcglobal.net> 
To: Dennis Horner <igsinc@att.net> 
Sent: Wednesday, September 30, 2015 1:58 PM 
Subject: FW: Public Gas Usuages 

Dennis: 

Here is the historic "Average" and "Peak" volumes based upon the Winter of 2014/ 2015. This past winter was 
unprecedented as to cold weather, hence a Maximum Da ily Quant ity of 1,500 Mcf/ d should be sufficient. 

I will revise the "Transact ion Confirmation" (Exhibit A) of the NAESB Contract between Jefferson Gas and Kentucky 
Front ier Ga s. 

Since rely, 

Pat McGonagle 

From: Jack Banks [mailto:jackjeffersongas@kymail.com] 
Sent: Wednesday, September 30, 2015 12:08 PM 
To: Patrick McGonagle <mcgonaglepatrick@sbcglobal.net> 
Subject: Public Gas Usuages 

November 2014 Average 477mcfs/day 
Peak 562mcfs/day 

December 2014 Average 612mcfs/day 

Peak 784mcfs/day 

January 2015 Average 811mcfs/day 

Peak 1,238mcfs/day 

February 2015 Average 1,032mcfs/day 
Peak 1,430mcfs/day 

1 



I I 

March 2015 Average 641mcfs/day 

Peak 877mcfs/day 

2 



John Hughes 

From: 
Sent: 
To: 
Subject: 

John Hughes 

Friday, September 04, 2015 1:42 PM 
Bob Oxford; IGS Inc.; Steve Shute 

Jefferson Gas 

Bob, I left a voice message for you - Pat McGonagle called about the JG/Public gas assignment. He was 

unaware that KFG had included it as part of the transfer case. He does not intend to agree t o assign w ithout 

changes, primarily an increase in the base rate to $2.00. 

Jack 

1 



Case No. 200 15-00299 
Responses to Commission order of September 25, 2015 

8. Refer to the application, Exhibit 3, the Disclosure Schedules document. 
The first page of this Disclosure Schedules section states that it is to be updated by the 
seller prior to closing . Provide updates of the indicated sections as they become 
available. This should be considered an ongoing request. 

WITNESS: OXFORD 

RESPONSE: 

No disclosure schedules have been received as of this date. Upon receipt of such 
disclosures Frontier will promptly file them with the Commission. 



Case No. 200 15-00299 
Responses to Commission order of September 25, 20 15 

9. Refer to the application , Exhibit 3, specifically, the income statement for Public 
included in Exhibit 1.01-A to the Disclosure Schedules document. 

a. Provide the average number of customers served by Public over the year-to­
date period ended June 30, 2015, broken down by customer class, i.e., residential and 
commercial . 

b. Provide the Mcf sales volumes for both res idential and commercial customers 
for the year-to-date period ended June 30, 2015. 

c. State whether all of the commercial sales were made pursuant to Public's gas 
sales service tariff, or if any occurred pursuant to special contract. If any are special 
contract sales, provide the Mcf sales volumes, rates, and total special contract sales 
revenue for the year-to-date period ended June 30, 2015. 

d. State whether any of the gas sales revenue is from farm tap sales. If so, 
provide the associated volumes, rate, and total farm tap revenue for the period . 

e . Describe the nature of the propane sales which produced $4,979 in Other 
Income during the year-to-date period ended June 30, 2015. 

WITNESS: SHUTE 

RESPONSE: 

9.a. YTD number of customers, Residential & Commercial : 

Resl Coml 
Jan 1,461 269 
Feb 1 ,469 264 
Mar 1,365 263 
Apr 1,286 264 
May 1 ,268 259 
Jun 1 ,258 258 

9.b. YTD 2015 Mcf sales, Residential & Commercial 

Res I Com I 
Jan 15,127 11 ,603 
Feb 15,106 11 ,611 
Mar 11 ,573 14,906 
Apr 8,076 5,255 
May 2,710 1,533 
Jun 924 816 

9.c. All Commercial sales were made per tariff. Public Gas underbi lled a school 
account in 2014 and has an agreement to pay the underbilled amount over 24 months. 

Public provided a copy of a contract with Hinkle Contracting but no detai ls on sales. 



Case No. 20015-00299 
Responses to Commission order of September 25 , 2015 

9.d. As specified in Question 1 above, approximately 460 customers are fed directly 
off Jefferson Gas systems. Public Gas doesn't separately track those customers, but 
Jefferson Gas billed about 49,000 Mcf to Public for those customers. 

9.e. At its office complex in Jackson, Public Gas has a small reta il propane 
dispensing unit to fill gas grill bottles and small cylinders. Sales in 2014 were about 
$4979 on 1386 gallons. 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

10. Refer to the application , Exhibit 5, second page, fifth paragraph, which states that 
Public's system is adjacent to Frontiers existing system. Explain whether Frontier has 
any short-term or long-term plans to interconnect these systems and explain how this 
interconnection may affect the level of service, reliability, and safety of Frontier's 
system. 

WITNESS: SHUTE 

RESPONSE: 

10. These companies are "adjacent" in the sense that they are next-door neighbors. 
Public Gas operates about 11 utility systems in its service territory, and serves farm tap 
customers directly supplied by Jefferson Gas. Many Public Gas customers are located 
near or even interspersed with Frontier farm tap customers, particularly in Lawrence 
and Magoffin counties. The former BTU and Sigma utility systems operated by Frontier 
are separated by a few miles from Public systems and don't actually cross anywhere. 
Frontier doesn't anticipate tying together the utility systems. 



Case No. 200 15-00299 
Responses to Commission order of September 25, 20 15 

11 . Refer to the application , Exhibit 5, second page, fifth paragraph, which 
states the number of Public employees and that Frontier intends to maintain that staffing 
level. Provide the length of time that Frontier expects to maintain the additional staffing 
level of four field operating workers and two office staff. 

WITNESS: SHUTE 

RESPONSE: 

11 . Frontier will evaluate staffing levels over the next 1-2 years, including sharing of 
personnel and equipment with nearby BTU and Sigma and farm taps, whether an office 
in Jackson or someplace nearer the Mountain Parkway is better, whether to move some 
existing Frontier employees to a more central Parkway location, etc. Frontier doesn't 
have any preconceived plan on this, except that the current staffing level seems to be 
sustainable. 



Case No. 20015-00299 
Responses to Commission order of September 25 , 2015 

12. Refer to the application , Exhibit 5, third page, fifth paragraph, which states 
that Frontier was nominated by CTBI and honored by the Small Business Administration 
("SBA") in 2011 as one of Kentucky's "SBA Success Stories." 

a. State whether CTBI is the acronym for Community Trust Bank, Inc. 
("Community Trust") . 
b. Describe the nature of the honor or recognition Frontier received as one of 
Kentucky's SBA Success Stories. 

WITNESS: SHUTE 

RESPONSE: 

12.a. CTBI is Community Trust Bank, Inc. 

12.b. In 2011, Frontier was nominated by CTBI and honored by SBA as one of 
Kentucky's "SBA Success Stories." Our bankers and two Frontier members attended a 
banquet and presentation at a regional SBA conference at Churchill Downs. SBA 
recognized Frontier for good performance on the original SBA loan, and its success in 
consolidating several uneconomic utilities, creating new jobs and preserving gas service 
to about 2000 customers. 



Case No. 20015-00299 
Responses to Commission order of September 25 , 2015 

13. Refer to the application , Exhibit 6, specifically, the letter acknowledging 
Frontier's loan request with Community Trust in Pikeville, Kentucky. The last sentence 
in the second paragraph of the letter dated August 31, 2015, states that Frontier's loan 
application will be submitted to the bank's "Senior Loan Committee in the next week or 
two for consideration." The next paragraph states that if the loan is approved by the 
bank, it will be submitted to SBA for authorization. As they become available, provide 
the approval documents of the bank and SBA. 

WITNESS: SHUTE 

RESPONSE: 

13. Community Trust has prepared their final package for loan committee ca October 
8, and Frontier will provide documents as available. 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

14. Refer to the application, Exhibit 7, Form M: Customer Debt Schedule, on 
which Frontier is identified as the customer. 

a. Explain whether this schedule was provided by Community Trust. 
b. Explain whether the 5 percent rate in the column headed Interest Rate on 
the line identified as CTB new Public represents the interest rate already 
established for the $1 .5 million loan for which Frontier applied to Community 
Trust. 

WITNESS: SHUTE 

RESPONSE: 

14.a. The debt schedule is on a form provided by Community Trust Bank. 

14.b. The proposed loan and terms are not yet approved by Community Trust and the 
loan guarantee by SBA, but CTB has stated that terms will likely be 5% APR for 15 
years. 



Case No. 20015-00299 
Responses to Commission order of September 25, 20 IS 

15. Refer to the application, Exhibit 7, the Frontier balance sheet, which 
reflects its account balances as of May 31 , 2015. For each month of the 12-month 
period ended May 31 , 2015, provide the following: 

a. The balance of Account 131 , Cash- Bank Accounts; 
b. The balance of Account 232, Accounts Payable; and 
c. The Total Equity balance. 

WITNESS: SHUTE 

RESPONSE: 

15 a-b-c. The balances of these 3 Frontier accounts for each month of the 12-month 
period ended May 31, 2015: 

DR1-15.a. DR1-15.b. DR1-15.c. 
Acct 131 Acct 232 Total 

Bank Accts Accts Paybl Equity 

May-15 519,177 484,712 2,183,854 
Apr-15 454,865 563,281 2,175,573 
Mar-15 349,797 812,758 2,003,203 
Feb-15 129,778 1,137,611 1,692,600 
Jan-15 37,136 1,289,749 1,243,624 
Dec-14 22,228 1,416,133 907,927 
Nov-14 8,274 1,195,795 1,108,934 
Oct-14 11,095 1,037,822 988,110 
Sep-14 11,271 951,261 993,673 
Aug-14 9,204 923,275 999,466 

Jul-14 17,746 929,479 1,002,029 
Jun-14 383 897,717 1,016,596 



Case No. 200 15-00299 
Responses to Commission order of September 25 , 20 15 

16. Refer to the balance sheet of Auxier Road Gas Company, Inc. included in 
Exhibit 7 of the application, which reflects its account balances as of May 31 , 2015. For 
each month of the 12-month period ended May 31 , 2015, provide the following: 

a. The Total Equity balance; 
b. The balance of Account 145, Notes Receivable from Associated Companies; 
and 
c. A description of the nature of Account 145, Notes Receivable from Associated 
Companies, which had a balance of $541 ,871 as of May 31 , 2015. 

WITNESS: SHUTE 

RESPONSE: 

16.a-b. The balances of these Auxier Road Gas accounts for each month of the 
12-month period ended May 31 , 2015: 

DR1-16.a. DR1-16.b. 

Auxier Acct 145 
Tota l Assoc Notes 
Equity Recvble 

May-15 863,546 541,871 
Apr-15 823,222 446,591 

Mar-15 741,212 292,219 

Feb-15 635,101 144,830 
Jan-15 515,412 51,309 

Dec-14 407,701 0 
Nov-14 626,127 221,395 

Oct-14 547,933 230,201 
Sep-14 542,463 232,574 
Aug-14 526,528 222,746 

Jul-14 524,247 209,814 
Jun-14 505,742 189,583 

16.c. Account 145, Notes Receivable from Associated Companies is used for various 
intercompany transactions between Frontier and Auxier Road Gas. This account 
depicts all cash transfers (increases to account) from Auxier to Frontier and Auxier's 
portion of expenses (decreases to account) paid by Frontier. Consequently, we zero 
out this account to Intercompany Management Fee-KFG at the end of each year. 
Frontier records the transaction as Management Income Fee. 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

17. Refer to the application, Exhibit 8, the schedule headed Kentucky LDC 
Meters & Revenues -"Rent Roll" . 

a. Explain how the amount of $305.40 as the average residential bill per year for 
Public was derived. 
b. Explain how the amount of $120.00 as the average residential bill per year in 
the Totals line was derived. 

WITNESS: SHUTE 

RESPONSE: 

17.a. Public monthly charge is $10 per month or $120 per year; added to 60 Mcf at 
$3.09 margin , gives $120 + $185.40 or $305.40. 

17.b. All Frontier and Public customers pay the same monthly charge of $10 per month 
or $120 per year. 

Frontier will provide Staff with a copy of the Excel file used to generate the exhibits, 
where some of these calculations are self-evident. 



Pro Forma- Kentucky Gas LDCs 
Calendar Year 2016 2017 2018 2019 2020 2021 2022 
Pro ·ect Year 1 2 3 4 5 6 7 

22-Sep-15 

Cumulative Investment $ 6,222,000 $ 6,257,000 $ 6,292,700 $ 6,329,100 $ 6,365,500 $ 6,402,600 $ 6,439,700 
Additions $ 35,000 $ 35,700 $ 36,400 $ 36,400 $ 37,100 $ 37,100 

Sales 
Frontier utility customers 3,325 3,358 3,392 3,426 3,460 3,495 3,530 

- Volume (mcf) 230,000 231 ,980 234,020 236,060 238,100 240,200 242,300 
- Gas Margin (per mcf) $4.18 $4.18 $4.18 $4.18 $4.18 $4.18 $4.18 
- Monthly Charges $399,000 $402,960 $407,040 $411, 120 $415,200 $419,400 $423,600 
- Margin+ Monthly $1 ,360,400 $1 ,372,636 $1 ,385,244 $1 ,397,851 $1,410,458 $1,423,436 $1,436,414 

Frontier industrial customers 3 3 3 3 3 3 3 
-Volume (mcf) 70,000 70,000 70,000 70,000 70,000 70,000 70,000 
- Gas Margin (per mcf) $3.35 $3.35 $3.35 $3.35 $3.35 $3.35 $3.35 
- Monthly Charges $1 ,800 $1 ,800 $1,800 $1 ,800 $1 ,800 $1,800 $1,800 
- Margin + Monthly $236,300 $236,300 $236,300 $236,300 $236,300 $236,300 $236,300 

Public Gas customers 1,725 1,742 1,759 1,777 1,795 1,813 1,831 
-Volume (mcf) 120,000 121 ,020 122,040 123,120 124,200 125,280 126,360 
- Gas Margin (per mcf) $3.09 $3.09 $3.09 $3.09 $3.09 $3.09 $3.09 
- Monthly Charges $207,000 $209,040 $211 ,080 $213,240 $215,400 $217,560 $219,720 
- Margin + Monthly $577,800 $582,992 $588,184 $593,681 $599,178 $604,675 $610,172 

Farm Tap customers (paying) 440 442 444 446 448 450 452 
-Volume (mcf) 35,000 35,120 35,240 35,360 35,480 35,600 35,720 
- Gas Margin (per mcf) $4.00 $4.00 $4.00 $4.00 $4.00 $4.00 $4.00 
-Monthly Charges $52,800 $53,040 $53,280 $53,520 $53,760 $54,000 $54,240 
- Margin + Monthly $192,800 $193,520 $194,240 $194,960 $195,680 $196,400 $197,1 20 

Total Customers 5,493 5,545 5,598 5,652 5,706 5,761 5,816 
Total Volume (mcf) 455,000 458,120 461,300 464,540 467,780 471,080 474,380 
Gross Revenue after Gas Cost $2,367,300 $2,385,448 $2,403,967 $2,422,792 $2,441 ,616 $2,460,811 $2,480,006 

Page 1 KFG Public CTBI PSI 10!712015 



Pro Forma - Kentucky Gas LDCs 
Calendar Year 2016 2017 2018 2019 2020 2021 2022 
Project Year 1 2 3 4 5 6 7 

22-Sep-15 

Utilitv Income Statement 
Gas Revenue $2,367,300 $2,385,448 $2,403,967 $2,422,792 $2,441 ,616 $2,460,811 $2,480,006 

Interest on Capital Fund $0 $2,733 $5,398 $7,993 $10,748 $14,121 $17,423 

Gas Commodity Cost $0 $0 $0 $0 $0 $0 $0 

PUC Assessment $10,986 $11 ,090 $11 ,196 $11 ,304 $11,412 $11 ,522 $11 ,632 
Operating & Maint Costs $1 ,550,000 $1 ,568,600 $1 ,587,423 $1,606,472 $1 ,625,750 $1 ,645,259 $1 ,665,002 
Property Tax $85,000 $85,000 $85,000 $85,000 $85,000 $85,000 $85,000 
Income Taxes (paid by Members) $21 ,277 $25,090 $28,290 $30,849 $32,757 $32,543 $31 ,555 
Deferred Inc Taxes (accrued to Mbrs) $21,560 $21,887 $23,037 $25,026 $27,865 $31 ,559 $36,120 

Operating Income $678,477 $676,514 $674,420 $672,134 $669,580 $669,049 $668,121 

Net Income $110,152 $120,798 $131,982 $143,678 $155,884 $164,834 $174,019 
EBITOA $721 ,314 $718,026 $714,950 $712,022 $708,706 $704,910 $700,949 

Return on Investment 
Operating Ratio on expenses $263,864 $266,639 $269,449 $272,295 $275,172 $278,085 $281 ,030 
Depreciation (book) $385,000 $386,750 $388,535 $390,355 $392,175 $394,030 $395,885 
Interest $183,325 $168,965 $153,902 $138,100 $121 ,521 $110,185 $98,217 

Allowable Return $832,189 $822,354 $811 ,886 $800,750 $788,868 $782,299 $775,132 

Tax Calculation 
Net Revenue (pre-tax & interest) $721 ,314 $723,491 $725,746 $728,008 $730,202 $733,151 $735,795 
Tax Depreciation $462,000 $464,917 $470,808 $479,733 $491 ,692 $506,742 $524,883 

Interest $183,325 $168,965 $153,902 $138,100 $121 ,521 $110,185 $98,217 

Taxable Income $75,989 $89,609 $101 ,035 $110,175 $116,989 $116,225 $112,695 
Income Taxes $21 ,277 $25,090 $28,290 $30,849 $32,757 $32,543 $31,555 

Income Tax Credit Carryforward $0 $0 $0 $0 $0 $0 $0 
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Pro Forma - Kentucky Gas LDCs 
Calendar Year 2016 2017 2018 2019 2020 2021 2022 
Pro ·ect Year 1 2 3 4 5 6 7 

22-Sep-15 

Cash Flow & Balance Sheet 
Cash Flow after Interest $495,152 $507,548 $520,517 $534,033 $548,059 $558,864 $569,904 
Cash Flow aftr Principal & Dividend $171,627 $168,972 $166,160 $174,128 $205,749 $202,217 $199,290 

Gross return on equity (before Tax) 20% 21% 21% 22% 23% 23% 23% 

Debt $3,657,000 $3,333,475 $2,994,898 $2,640,542 $2,347,636 $2,142,326 $1,925,679 

Common Stock $2,565,000 $2,565,000 $2,565,000 $2,565,000 $2,565,000 $2,565,000 $2,565,000 
Retained Earnings (ending) $495,152 $1,002,700 $1 ,523,217 $2,057,251 $2,538,310 $2,960, 174 $3,390,078 

plus Equity contributions 
less accum Depreciation ($385,000} ($771 ,750) ($1 ,160,285) ($1 ,550,640) ($1 ,942,815) ($2,336,845) ($2, 732, 730) 
less Dividends ($67,000) ($137,000) ($140,000) ($142,000) 

Shareholders Equity $2,675,152 $2,795,950 $2,927,932 $3,004,611 $3,023,495 $3,048,329 $3,080,348 

Debt to Equity Ratio 1.4 1.2 1.0 0.9 0.8 0.7 0.6 
Equity 42% 46% 49% 53% 56% 59% 62% 

Total Capitalization $6,332,152 $6,129,425 $5,922,831 $5,645,152 $5,3711131 $5,190,655 $5,006,027 

Cae.ital Additions b~ Year $6,222,000 $ 35,000 $ 35,700 $ 36,400 $ 36,400 $ 37,100 $ 37,100 
Public Gas $1 ,900,000 

Beg. Capital Acct Balance $6,222,000 $171,627 $305,598 $436,059 $573,787 $743,136 $908,253 

Cash Flow after Principal & Divdnd $171 ,627 $168,972 $166,160 $174,128 $205,749 $202,217 $199,290 

Capital Additions ($6,222,000) ($35,000) ($35,700) ($36,400) ($36,400) ($37, 100) ($37, 100) 

Initial Equity $2,565,000 
Initial Debt $3,657,000 
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Pro Forma- Kentucky Gas LDCs 
Calendar Year 2016 2017 2018 2019 2020 2021 2022 
Pro ·ect Year 1 2 3 4 5 6 7 

22-Sep-15 

Tax Depreciation by Addition Year $2,917 $5,892 $8,925 $11,958 $15,050 $18,142 

Interest on Loans 
SBA loan Dec08 $22,125 $16,895 $11,470 $5,840 

USDA loan Dec09 $76,200 $71 ,110 $65,715 $59,997 $53,935 $47,509 $40,698 
BTU loan Jul12 $10,000 $9,435 $8,843 $8,220 $7,567 $6,880 $6,160 

Public loan Nov15 $75,000 $71,524 $67,875 $64,043 $60,019 $55,795 $51 ,359 

Total Interest Pmt $183,325 $168,965 $153,902 $138,100 $121 ,521 $1 10,185 $98,217 

Principal on Loans 
SBA loan Dec08 (10yr) $157,894 $163,815 $169,958 $98,333 

USDA loan Dec09 (15-20yrs) $84,827 $89,917 $95,31 2 $101 ,030 $107,092 $11 3,518 $120,329 
BTU loan Jul12 (20yr) $11,291 $11 ,856 $12 ,448 $1 3,071 $13,724 $14,411 $15,131 

Public loan Nov15 (15yr) $69,513 $72,989 $76,639 $80,470 $84,494 $88,719 $93,155 

Total Principal Pmt $323,525 $338,576 $354,357 $292,905 $205,311 $216,647 $228,615 

Debt at start of Period $3,657,000 $3,333,475 $2,994,898 $2,640,542 $2,347,636 $2 ,142,326 $1,925,679 
Total Debt Pmts $506,850 $507,542 $508,259 $431,005 $326,832 $326,832 $326,832 

Ratio of Cash Flow (EBITDA) to Pmts 1.4 1.4 1.4 1.7 2.2 2.2 2.1 

AssumeJ.ions: 

Debt Financing 59% financed Tax Rate 28% 

Interest Rate 5.0% per annum composite rate Gas Cost DTh $0.00 DTh 

Return on Equity 11 .0% target for ratemaking Ave Res'/ Load 60 MCF 

Loan Life 20 years amortization Ave Com'/ Load 220 MCF 

Rate (Book) Life 30 years SL Growth 1% 

Tax Life 20 years (IRS) SL Payout 25% 
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Form M: C ustomer Debt Schedule 

Customer N arne: Kentucky Frontier Gas LLC 

Date: 7/23/2015 

Scheduled 
Loan Commitment/Loan Interest Fixed/ Payment Monthly Pmt Total Annual 

Lender Type I Balance Rate Variable Frequency 2 Amount 3 Payments 

CTB-SBA Loan T $ 648,906 3.75% v Monthly $ 16,889 $ 172,670 

CTB-SBA #2 T 203,820 5% F Monthly 1,883 22,596 

CTB-USDA # l T 1,176,5 15 6% v Monthly 13,277 159,327 

CTB-USDA #2 T 130,724 6% v Monthly 1,475 17,703 

CTB-Tacoma Access T 8,04 1 3.50°o F Monthly 587 7,047 

CTB-20 15 Tacoma T 19,650 2.99% F Monthly 365 4,377 

CTB-20 15 Ch Silver T 31 ,332 2.99% F Monthly 6 10 7,324 

CTB-F350 T 3 1,495 2.99% F Monthly 6 14 7,37 1 

TOTALS $ 2,250,481 5. 14% $ 35,701 $ 398,415 

CTB new Public T 1,500,000 5.00% 11 ,862 142,343 

TOTALS $ 3,750,481 5.08% $ 47,563 $ 540,758 

I . Enter one of the following choices: 2. Enter monthly, quarterly, annually, et 3. Enter I A for demand notes, lines of credit, and floor plans. 
T- Term Loan 
L - Line of Credit 
D - Demand 

Last Revised: 2007/04/ 19 
Provided By: 

Credit Administration 

Form: LN-00014 

CRAD-0014-Q2 



Exhibit 7.1 Kentucky Frontier Gas LLC 

KPSC 2015-00299 Debt Financing 

-- -

Monthly 

Maturity Interest Original Current Prin+lnt 
loan Description Issue Date Date Rate Balance Balance Payment 

loans with Community Trust Bank: 

SBA Loan 12/30/2008 12/30/2018 3.75% $1,525,000 $648,906 $16,889 

USDA Loan #1 4/13/2010 4/13/2025 6.00% $1,571,760 $1,176,515 $13,277 
USDA Loan #2 4/13/2010 4/13/2025 6.00% $160,431 $130,724 $1,475 

SBA Loan - BTU 7/23/2012 7/23/2027 5.00% $237,000 $203,820 $1,883 

2012 Tacoma 5/28/2012 5/28/2016 3.50% $23,655 $8,041 $587 

2015 Tacoma 4/22/2015 4/22/2020 2.99% $20,278 $19,650 $365 

2015 Chev uti l 2/ 2/2015 2/2/2020 2.99% $33,973 $31,332 $610 

2015 Ford F350 2/2/2015 2/2/2020 2.99% $34,150 $31,495 $614 

SBA Loan - Public 11/2/2015 11/2/2030 5.00% $1,500,000 $1,500,000 $11,862 

Totals $5,106,247 $3,750,481 
$47,563 

$540,759 

balances as a/07/ 27/2015 

KFG Public CTBI Loa ns 9/03/15 



Company 

Auxier Road Gas 

Alert-Kinzer-Quality 

Belfry Gas Co. 

Blaine 

BTU 

Cow Creek Gas 
Sigma Gas 

Dema Gas 
Interstate paying taps 

EKU - Floyd County Gas 

Mike Little Gas Co. 

Peoples Gas Co. 

Public Gas Co. 

Totals 

KFG Public CTBI rent roll 

Kentucky LDC 
Meters & Revenues - "Rent Roll" 

Average Total Wtd 
Sales Resident' I Monthly Gas Annual Contribn 

Meters mcf bill/yr Charges Rev Margin 

486 110,000 $370.80 $58,320 $401 ,700 $460,020 19% 

555 29,000 $66,600 $1 16,000 $182,600 8% 

441 38,000 $52,920 $158,840 $211 ,760 9% 

46 4,000 $5,520 $16,720 $22,240 1% 

454 28,000 $54,480 $117,040 $171,520 7% 

49 2,900 $5,880 $12,122 $18,002 1% 

685 37,000 $82,200 $1 54,660 $236,860 10% 

10 350 $1,200 $1,463 $2,663 0% 

84 6,000 $10,080 $24,000 $34,080 1% 

773 60,000 $92,760 $250,800 $343,560 14% 

299 21,500 $35,880 $89,870 $125,750 5% 

72 5,000 $8,640 $20,900 $29,540 1% 

1,725 120,000 $305.40 $207,000 $360,000 $567,000 24% 

5,679 461 1750 $120.00 $681 ,480 $1,724,115 $2,405,595 100.0% 

$5.21 I mcf 

"Gross Margin" after gas cost, before O&M expenses 

PSI 101712015 



,. 
Case No. 200 15-00299 
Responses to Commiss ion order of September 25, 20 15 

18. Refer to the application , Exhibit 9, which is page 1 of 10 of a transaction 
confirmation between Public and Jefferson Gas, LLC ("Jefferson Gas") dated November 
11, 2011 . The sentence in the first box that goes across the entire page states that the 
transaction confirmation is subject to the terms of the base contract between the two 
parties. 

a. Provide pages 2 through 10 of the transaction confirmation. 
b. Provide the aforementioned base contract. 
c. At the time of its transfer from Kentucky Energy Development, LLC to Gas 

Natural, Inc. in 2012, Public was not interconnected to an interstate pipeline 
and Jefferson Gas was its only source of supply. Confirm that these 
circumstances have not changed during the period since that transfer. 

WITNESS: OXFORD 

RESPONSE: 

18.a. The original application submittal included a Purchase Agreement, dated 
November 11 , 2011, between Public Gas and Jefferson Gas. This agreement is not 
transferable to Frontier due to Jefferson's refusal to do so. Therefore Frontier is 
providing the new agreement between Jefferson Gas and Frontier dated October 1, 
2015. 

18.b. See attached Gas Purchase Agreement, dated October 1, 2015. 

18.c. Public Gas is still connected to Jefferson Gas, its only source of gas. Public Gas 
is not directly connected to an interstate gas pipeline. Jefferson Gas is connected to gas 
wells and interstate pipelines. 



) 

Case No. 20015-00299 
Responses to Commission order of September 25, 20 15 

19. Refer to the application, Exhibit 9. Item 3 in the box entitled "Other 
Comments or Special Conditions" states that Jefferson Gas is obligated to provide the 
full requirements of Public's customers of record as of November 11 , 2011 . Provide the 
number of customers of record for Public as of November 11, 2011 . 

WITNESS: OXFORD 

RESPONSE: 

The performance obligation of the new contract is to provide a firm minimum daily 
quantity of 1 MMBTU and a firm maximum daily quantity of 1,000 MMBTU. See 
attached new contract between Frontier and Jefferson Gas, which replaces the Public 
Gas contract dated November 11 , 2011. 

The number of customers of record for November 11 , 2011 was 1 ,631 . 



Case No. 200 15-00299 
Responses to Commission order of September 25, 20 15 

20. Provide the type of meter used by Public and the age(s) of the meters 
currently in service. 

WITNESS: SHUTE 

RESPONSE: 

20. Public Gas has provided general information about the state of its customer 
meters. The Public meters seem slightly better than the motley mix of meters in the 
various systems Frontier has integrated. Generally, Public meters are: 

• Almost all American brand , which Frontier is migrating to. 
• About 75% of all meters are American AC250, starting 1983 
• Frontier inferred these data from a list of serial numbers: 

o aprx 420 American meters from 1957-82, mostly AL-175s 
o aprx 1450 Americans 1983-present, mostly AC-250s 
o aprx 50 unknowns, likely commercial meters like R750 etc 

• The pre-1983 meters are AL-175 and non-TC, which Frontier will replace 5-7 yrs. 
• Approximately 50% are TC or temperature-compensated. 
• Public has used an AMR or Automated Meter Reading data collection device, but 

does not have a radio-based reader or any meter transmitters. 
• Nearly all meters will support the AMR transmitter used by Frontier. 
• Commercial meters include a few Rockwells, to be replaced sooner than later. 



) 

Case No. 2001 5-00299 
Responses to Commission order of September 25, 20 15 

21 . State whether Frontier intends to pursue a meter-replacement program 
based on the age of Public's meters, and if so whether it intends to replace the current 
meters with Automatic Meter Reading meters as Frontier is doing in its current service 
area. 

WITNESS: SHUTE 

RESPONSE: 

21. From the information available, the Public Gas meters are generally American 
branded. In the current ongoing AMR program, Frontier's first and biggest hurdle is to 
replace 40-50% of its 4000 meters that were non-American. AMR remote transmitters 
are available for most makes and models of meters, but most non-American meters in 
Frontier were also obsolete (off-off brand, 175s no longer supported , non-TC etc). 

Frontier will start immediately to implement radio AMR in Public Gas, first in the sections 
where meters are toughest to read . 

Frontier will systematically retire and replace all obsolete Public meters including 175s 
and pre-1980s, as it is doing in other systems. Even as they await retirement, the older 
American meters use the same AMR transmitter as new meters, so Public can be 
completely converted to AMR. Meter upgrades in Public will be lower priority than 
upgrades in non-standard systems to enable AMR. Frontier expects to complete the 
AMR project in 5 years and complete meter upgrades in 10 years. 

As stated in 2.e., Frontier intends to file a PRP and AMR plan for Public with the 
Commission. We don't yet have complete details on the projects required. Frontier 
wants to avoid delaying the Public transfer application and will file PRP and AMR details 
after the purchase is complete. 



Case No. 200 15-00299 
Responses to Commission order of September 25, 20 IS 

22. Identify and quantify any liabilities that will be assumed by Frontier as a 
result of this transfer. 

WITNESS: SHUTE 

RESPONSE: 

22. Frontier will purchase only the assets of Public Gas, and will assume no loans or 
liabilities. The Asset Purchase Agreement at Sec 1.03 seems to limit the assumption of 
utilities to "all other liabilities of Seller incurred in the ordinary course of business arising 
after the Closing". These are construed to be limited to gas supply and possibly 
transition timing items that can't be switched in a day or two. Frontier would expect to 
pay these minor items as we begin to operate the utility after closing. 

Not stated on any balance sheet is the future liability for replacement of bare steel pipe, 
estimated to be between 7,000 feet and 10,000 feet based on reports on file in the data 
room of Public Gas. Some sections of steel pipe are operated at low pressure (typically 
less than Y2 psig) , where the customer meters do not have a domestic pressure 
regulator. The steel replacements and conversion to conventional medium pressure 
(typically 20 psi) will be completed over several years. Frontier will evaluate the scope 
and cost of these projects and expects to propose a Pipeline Replacement Program 
similar to its present PRP. 



Case No. 20015-00299 
Responses to Commission order of September 25, 2015 

23. Describe Frontier's plan for uniformity in rates, brand , trademark, etc. 

WITNESS: SHUTE 

RESPONSE: 

23. Frontier will begin immediately to brand all former Public customers as "Frontier", 
with bills and correspondence under the Frontier logo and name. As we work through 
the staffing-office-equipment-sharing issues discussed herein, Frontier plans to file a 
consolidation rate case in the next 1-2 years, to consolidate all rates. 

The intent is that these Public Gas customers will identify with Frontier branding, as do 
most of our current customers from about 15 different entities. 


