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JOINT RESPONSE TO REQUEST FOR
INFORMATION BY B&H GAS COMPANY
AND B&S OIL AND GAS COMPANY
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Comes B&H Gas Company (“Bé&H”), and B&S Oil and Gas Company (“B&S™), by and
through Bud Rife, President of each entity, and hereby submit their Joint Response to Request |
for Information, as detailed in the Commission’s November 24, 2015 Order. Specifically,
Appendix A to this Order directed B&S and B&S to answer several specific questions.

B&H and B&S herein respectfully answer these questions to the best of their abilities.
However, the office shared- by B&H and B&S suffered two fires in December, 2014 and January,
2015, respectively, and unfortunately many of the companies’ records were destroyed. The
following reflects B&H and B&S’s best efforts to timely answer the Commission’s questions.
B&H and B&S will, where possible, supplement their responses to these questions with
additiona1 information or documents, if they become available, which have become difficult to
locate or find dl-.le to the aforementioned flre:;.. There has been anAarrest of the arsonist in

connection with the fires, but the criminal case has not yet concluded.



QUESTION NO. 1:
Provide the number of connections/receipt points between B&S and B&H.
| a. Indicate if any of these connections/receipt points are currently not in use.
b. Identify the locations of all such connections/receipt points on the B&H distribution
system.
c. Provide the number of natural gas wells owned and operated by B&S in each of the
following calendar years: 2008, 2009. 2010, 2011 , 2012. 2013, 2014, and 2015.
d. Provide the production output of the natural gas wells owned and operated by B&S in
each of the years 2008. 2009, 2010, 2011. 2012, 2013, 2014, and 2015.
e. For each of the years from 2008 up to and including 2015. provide the names of all
parties to whom B&S supplied natural gas, the volumes supplied, and the prices charged for all
such volumes. |
RESPONSE TO QUESTION 1:
There are a total of seven (7) connections/receipt points between B&S and B&H.
(a) All of the connections/receipt points are currently in use.
(b) These connection points are located at Betsy Lane Bottom, Pike Floyd Hollow,
Justell, Mare Creek, and tw;) are at Tram: one at the Booker Joges and one at the
Honaker Place.

(¢) B&S has owned and operated ten (10) natural gas wells in each of the following
calendar years: 2008, 2009, 2010, 2011, 2012, 2013, 2014, and 2015.

(d) B&S has only two (2) wells which are metered, and for which production output data

can be provided for the requested years. The other eight (8) wells owned and

operated by B&S are not metered, and as such, no production data is obtainable from



these natural gas wells. The production output data from B&S’s two (2) rﬁetered
wells are currenﬂy unobtainable as the result of the 2014 and 2015 fires, and as suqh
B&S will supplement its response to this question after such records are obtained. -
(¢) From 2008 to present, B&S has solely supplied natural gas to B&H. The volumes
supplied and the prices charged for all such volumes are indicated on B&H’s annual
reports to the Commission.
QUESTION NO. 2:

B&H's annual reports on file with the Commission indicate that, in mos't years, B&H's
sole wholesale natural gas supplier was B&S. However. in 2009, 2010, and 2011 , Equitable Gas
("Equitable") was identified as a second wholesale natural gas supplier.

a. Explam why B&H purchased a small volume of natural gas from Equitable in 2009 (58
Mecf), 2010 (732 Mecf). and 2011 (499 Mcf).
| b. Provide the names of all other entities. in addition to rEquitable, from whom B&H has
had the ability to purchasc—:r some portion of its wholesale gas supply during the period beginning
" in 2008. up to and including 2015. |
RESPONSE TO QUESTION NO. 2:

(a) In 2009, 2010, and in 2011 B&H purchased a small volume of natural gas from

- Equitable Gas (“Equitable”) because B&S was unable to supply enough gas to meet
B&H’s needs during certain periods in those years,

(b) Equitable is the only company with whom B&H could feasibly and economically
contract, without incurring a hﬁge expense for'relocatic;n of lines and addition of
meters, which would transport the natural gas into B&H’s purchase points. For this

rea'son, Equitable was the only feasible entity from whom B&H had the ability to



purchase some portion of its wholesale gas supply during 2008 through 2015.
However, due to the line pressure, it is not possible f(.:ur Equitable to provide sufficient
gas for B&H’s gas needs.
QUESTION NO. 3:
The February 14, 2008 agreement between B&H and B&S submitted with B&H's March
19. 2008 GCA included a wholesale price of $9.38 per Mcf for B&H's purchases from B&S.
Based on that price. the volumes purchased from, and amounts péid to. B&S as shown in B&H's -
annual reports filed with the Commission produced an average wholesale cost ranging from
$9.30 to $9.47 per-Mcf'in all years since 2008, except for 2009 and 2012, years in which the
purchases from B&S and amounts paid to B&S produced per Mcf costs of $9.85 and $8.67.
respectively. Explain v\_rhy the average per MCF costs for purchases by B&H from B&S in those
years vary so greatly from the established $9.38 per Mcf purchase price.
RESPONSE TO QUESTION NO. 3:

B&H has, at all times from 2008 to present, baid $9.38 per Mcf unit of natural gas sold
by B&S. B&H is unclear why the 2009 and 2012 amounts shown on the annual filing differ.
B&H’s ability- and inability- to pay B&S for its gas is a real problem. It has often been the case
that B&H has been unable to pay B&S the amount owed on a monthly basis. In such instances,
B&S has permitted B&H to make payments on a delayed basis, and it is not uncommeon that
payments owed by B&H are paid in successive years. These later payments made in successive

| years do not evidence fluctuating average wholesale costs, because B&H has at all times paid the
established $9.38 per Mcf. B&H and B&S maintained records of the amounts 0\.ved and past-

due to B&S for the 2008 to 2015 time period, but many of these records were destroyed in the



fires. B&H and/or B&S will supplement this answer with account.ings and records at such time
as any records are located.
QUESTION NO. 4:

From 2004 to 2008, a time of "significantly higher market price conditions for natural gas
around the country,." four agreements which established a price at which B&H would purchase
gas from B&S were filed with the Commission. In chronological order. these four agreements
ncluded per Mcf prices of $7.00. $8.00, $9.00, and $9.38. The most recent of these agreements,
which was filed with B&H's 2008 GCA filing, Case No. 2008-00101. had an expiration date of
Sel'atember I, 2008. Explain why no subsequent agreements to reflect current "market price
conditions around the country"” have been entered into by B&H and B&S and filed with the
Commission.

RESPONSE TO QUESTION NO. 4:

From 2008 to present, B&S’s wholesale price has remained unchanged. No subsequent
agreements have been reached because B&H and B&S agreed the}t the price established in 2008
of $9.38 remained acceptable. The Agreement between B&S and B&H signed February 14,
2008 did not expire after one year, and instead simply reflects that while the parties thereto may
negotiate another sales agreement after a one year period, they were not required to do so. B&H
and B&S chose not to renegotiate and the 9.38 per MCF price remains effective. The actual ‘
amount charged to customers, as reflected in the bill attached hereto, includes the cost of gas. As
a result, the cost of natural gas to B&H’s customers is significantly less than the average
residential rate charged by U.S. utilities, as reported by the Energy Information Administration.
(See attached chart for the period April — September, 2015).

QUESTION NO. 5;



Describe the process used by B&H to evaluate its cost of gas and whether to renegotiate
its price with B&S. including how often the appropriateness of the contract price is reviewed and
the information B&H considers in its review.

RESPONSE TO QUESTION NO. 5:

The major factor used by B&H to evaluate its cost of gas and whether to renegotiate with
B&S is whether B&H is able to currently meet its obligations to B&S, and whether B&H
customers are able to pay their bills to B&H at the current rate. From 2008 through 2015, B&H
and its customers have been consistently unable to pay for gas at the current rate. B&H reviews
the appropriateness of the contract price on an annual basis, and the information considered
includes the current ability of B&H to pay B&S for gas purchased, and the ability of B&H'’s
customers to pay B&H for natural gas service.

QUESTION NO. 6:

State whether B&H's $9.38 per Mcf contract price with B&S continues to reflect the market
price conditions around the country. If so. provide support for that price similar to the support
that B&H provided in previous GCA cases. [f not. indicate an appropriate price based on current
market conditions and provide support for the indicated amount.

RESPONSE TO QUESTION NO. 6:

The actual amount charged to customers, as reflected in the bill attached hereto, includes
the cost of gas. As a result. the cost of natural gas to B&H's customers is significantly less than
the average residential rate charged by U.S. utilities, as reported by the Energy Information
Administration. (See attached chart for the period April — September, 2015). It is likely that B&H
will have to ask the Commission for a rate increase in the very near future.

‘f‘"
Dated this L‘Z day of December, 2014,



Respectfully submitted,

-

W il
JQEF CHILDERS

JOE F. CHILDERS & ASSOCIATES
The Lexington Building

201 West Short Street

Suite 300

Lexington, Kentucky 403507
Telephone: (859) 253-9824
Facsimile: (859) 258-9288
childerslaw81 @gmail.com

VERIFICATION

I have read the foregoing questions and responses and state that the responses are

accurate to the best of my knowledge

COMMONWEALTH OF KENTUCKY )
COUNTY OF FLOYD )

BUD E
PRESIDENT, B&H GAS COMPANY

PRESIDENT, B&S OIL & GAS
COMPANY

Subscribed, sworn to, and acknowledged before my by Bud Rife on this the Mday of

My Commission Expires: 40_/%1,&2;

December, 2015.

A

NOTARY PUBLIC, STATE AT LARGE
NOTARY ID NO: 503469/ '

e SRS




12/14{2015 U.S. Natural Gas Prices

ff
é{é; U.S. Energy Informaton
Administration

NATURAL GAS

OVERVIEW | DATA ANALYSIS & PROJECTIONS GLOSSARY » FAQS»

Natural Gas Prices
(Dollars per Thousand Cubic Feet, except where noted)

Area: [US, v} Period: | Monthly v

Show Data By: ’
© Dat.a C Area :E Graph g&jﬁ View
Series i Clear 4 Clear Apr-15 | May-15 | Jun-is Jubkid Augis Sep-15  IHistory
Wellhead Price & i NA NA NA NA NA NA! 1973-2015
Imports Price : i g3 259 252 256 266 274 2.75: 1989-2015
By Pipeline G e 239 244 243 2.44 2,51 2491 15072015
As Liguefied Natural Gas 4 £3 831 §.04 6.29 453 345 6.03: 1997-2015
Expos Price 3 £ 2.83 295 301 3.08 3.09 2921 1989.2015
By Pipeline £ 03 283 285 291 2.96 2.99 284 1297.2015
As Liquefied Natural Gas g o 1053 753 782 8.10 7.91 717} 1867-2015
Citygate Price 0 Ui 392 421 443 461 453 455 19732015
Residential Price 0 3 1042 1281 1507 16.18 16.73 16.40} 1873-2015
Perceniage of Total K
Residential Deliveries . . .
included in Prices L 3 95,5 855 955 85.7 955 95.9: 2002.2045
Commercial Price O £ 7991 804 850 8.45 842 8.361 1973.2015
Percentage of Total
Commercial Deliveries , .
inclided in Prices £3 £ 647 618 578 57.0 55.2 §5.9! 1083.2015
Industrial Price £3 £ 3.86 350 360 3.68 373 353! 2001-2015
Percentage of Total
Industrial Deliveries " .
Included in Prices £3 Bl 1 . 158 184 156 156 15.2{ 155! 2001.2015
Electric Power Price {2 & 3.23 3.28 324 3.23 322 3.19] 2002-2015

Click en the sourca key icon 1o learn how lo dewnload series into Excel, or to embed a chart or map on your website,
Click on the source key lcon 1o learn how to dewnload series into Excel, or to embed a chart or map on your website,

- =No Data Reported; - = Not Applicable; NA = Not Available; W = Withheld to avoid disclosure of individual company data.

Notas: Prices are in nominal dollars. Gas volumes delivered for use as vehicle fuel are included in the State annual totals through 2008 but not in the State
monthly components, Through 2001, electric power price data are for regulated electric wilties only; beginning in 2002, data also indude nearegulated members
of the eleciric power sector, For 2013, electric power data are preliminary and shown as of the September 2014 Electric Powsr Monthly. See Dafinitions,
Sources, and Notas fink above for more information on this table.

Release Dale; 11/30/2015

Next Release Date: 12/31/201§

filedlfC:Usershoe/Google%20Drive/CLIENTS/) chnson%20County %20Gas/B&H % 20Gas%20Co/2015-367/2015.11.30%200).S . %20Nalural % 20Gas %20Price... 1M



Now accepting VISA, Mastercard

B & H Gas Company Please note new mailing
P.0.Box 447 ° address.
- . FIRST CLASS MAIL
Betsy Layne, KY 41605-0447 Phone 806-478-5851 U.S. POSTAGE PAl
Account Number Service ID 1 OUNCE
10245 _ _ HAROLD, KY
Prev. Read Date | Cur. Read Date | Due Date PERMIT NO. 5
10/31/2015 11/30/2015 12/20/2015
Seryice | L revious| Cument { consumption | Amount After Due Date Net Amount
Reading | Reading
. 46.27
RES 713l 717 4 27l Due Date | Account Number

Due Date
12420/2015

Past Due Amount |Current Charges | Net Amount

" 000| szt | 4627 |

| After Due Date | Net Amount

12/20/2015 10245

Maii this Stub With Your Payment
Rates Available Upon Request.
Call KY 811 Before You Dig!

10% Penalty After Due Date

TRAM, KY 416683-




