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SEQ ENTRY 
NBR DATE 

0001 %06/16/1999 
0002 \06/22/1999 

MOO01 \07 /02 / 1999 
0003 \07/ 12 /199 9 

M O O O A  07/13/1999 
0004\ 07/15/1999 
0005.\07/15/1999 

MO 0 03\ 0 7 / 3 0 / 19 9 9 
0006 \08/13/1999 
0007 \8/23/1999 
0008 -08/31/1999 

MO 0 04 -0 9 / 10 / 19 9 9 
MOO05 --09/15/1999 - 

10 / 0 7 / 19 9 9 
Q ‘Cr11/08/1999 

MOO07 \ 12/13/1999 
0010 12/52/1999 

MOO08 -.12/30/1999 
0011 - 01/14/2000 
0012 -.02/17/2000 

REMARKS 

Application. 
Acknowledgement letter. 

Order entered granting Bluegrass Gas intervention. 

Filing deficiencies letter, response due 7/30/99. 
Order denying deviation; info required by cited regulations due 7/30/99. 

Order granting Western KY Gas intervention 
Order scheduling 8/30 informal conference; info due 9/14 
Informal Conference Memorandum 

BLUEGRASS GAS SALES INC-MOTION TO INTERVENE 

WESTERN KY GAS JACK HUGHES-MOTION TO INTERVENE 

ROBERT MITCHELL ALLEN CO GAS-RESPONSE TO FILING DEFICIENCY 

TIMOTHY SHARP ALLEN CO GAS-REQUEST FOR 60 DAY EXTENSION TO FILE RESPONSE TO LETTER OF AUG 2 
TIMOTHY SHARP ALLEN CO GAS-REQUEST FOR 60 DAY EXTENSION 
Order denying motion for extension of time; info due 11/3 or case dismissed 
ROBERT MITCHELL ALLEN CO GAS-RESPONSE TO FILING DEFICIENCIES DATED AUG 23 99 
ROBERT MITCHELL ALLEN CO GAS-RESPONSE TO FILING DEFICIENCIES DATED NOV 5,99 
FINAL ORDER; DISMISSES CASE WITHOUT PREJUDICE 
ROBERT MITCHELL ALLEN COUNTY GAS-REQUEST FOR INFORMAL CONFERENCE 
Order scheduling 1/19 informal conference 
Informal Conference Memorandum 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

2 I 1 Sower Boulevard 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 
www.psc.state.ky .us 

(502) 564-3940 

February 17,2000 

Mr. Robert Mitchell 
Mr. Mike Parsley 
Allen County Gas Transportation, Inc. 
5966 Scottsville Road, Suite 7 
Bowling Green, KY 421 04 

RE: Case No. 99-260 
Allen County Gas Transportation, Inc. 

Gentlemen: 

Enclosed please find a memorandum that has been filed in the record of the 
above-referenced case. Any comments regarding this memorandum's contents 
should be submitted to the Commission within five days of receipt of this letter. 
Any questions regarding this memorandum should be directed to J.R. Goff at 
502/564-3940, Extension 261. 

Since re1 y , 

Ma rt ik H u e Ism a n n 
Executive Director 

J RG/v 

Attachment 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



INTRA-AGENCY MEMORANDUM 

KENTUCKY PU B LIC S ERVl C E COMMl SS I ON 

TO: Case File No. 99-260 

FROM: J. R. Goff 
Staff Attorney 

DATE: February 16,2000 

RE: Allen County Gas Transportation, Inc 
Informal conference 

On January 19, 2000, an informal conference was held with representatives of Allen 
County Gas Company, Inc. pursuant to a written request filed with the Commission on 
December 30, 1999. This request for an informal conference was made under the 
provisions of the Commission Order of December 22, 1999, which dismissed Allen Gas 
Transportation’s petition for a certificate to construct and operate a natural gas 
distribution system. 

Present at this meeting for the PSC were: J. R. Goff, Faud Sharifi, Larry Amburgey, 
Gary Forman, Katy Finn, John Williams and Dawn McGee. Present for Allen Gas 
Transportation was Robert Mitchell and Mike Parsley. 

The meeting was requested by Allen Gas Transportation to review and discuss filing 
deficiencies and omissions in its prior filings. 

Commission Staff discussed the filing requirements with Allen Gas Transportation and 
the reasons for the past deficiencies and furnished to Allen Gas Transportation copies 
of requirements for filing such a petition and copies of filings by other utilities for a 
similar certificate. 

After a comprehensive discussion the meeting was the adjourned. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 14, 2000 

To: All parties of record 

RE: Case No. 1999-260 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Si ric e re 1 y , 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY 40601 

Robert Mitchell 
Secretary-Treasurer, Director 
Allen County Gas Transportation,Inc. 
5966 Scottsville Road 
Suite I 
Bowling Green, KY 42104 

Hon. John N. Hughes 
124 W. Todd Street 
Frankfort, KY 40601 

Hon. Mark R. Hutchinson 
SHEFFER HUTCHINSON KINNEY 
115 E. Second Street 
Owensboro, KY 42303 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS ) 
TRANSPORTATION, INC. FOR APPROVAL ) 
OF A CERTIFICATE OF CONVENIENCE 1 
AND NECESSITY TO CONSTRUCT AND ) CASE NO. 99-260 
OPERATE A NATURAL GAS DISTRIBUTION ) 
SYSTEM ) 

O R D E R  

On December 30, 1999, Allen County Gas Transportation, Inc. ("Allen County") 

moved for an informal conference in this matter. Having considered the motion and 

being otherwise sufficiently advised, the Commission finds that the motion should be 

granted. 

IT IS THEREFORE ORDERED that an informal conference shall be held on 

January 19, 2000 at 1O:OO a.m., Eastern Standard Time, in Hearing Room 2 of the 

Commission's offices at 677 Comanche Trail, Frankfort, Kentucky. 

Done at Frankfort, Kentucky, this 14 th  day o f  January, 2000. 

By the Commission 

ATTEST: 



December 27,8999 
DEC 3' 0 1999 

!&E: AlIlew County Gas - Case No. 1999-261) 

ALLEN COUNTY GAS TRANSPORTATION, INC. 

5966 Scottsville Road, Suite 7 e Bowling Green, KY 42104 
(270) 393-8300 fax: (270) 393 -8301  e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net


COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1 9 9 9 - 2 6 0  
ALLEN COUNTY GAS TRANSPORTATION,INC. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on December 22 ,  1 9 9 9 .  

See attached parties of record. 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Danny J. Basil 
1 Attorney at Law 
1 Basil Law Firm 

113 West Public Square, Suite 302 
Glasgow, KY. 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY. 40601 

Robert Mitchell 
Secretary-Treasurer, Director 
Allen County Gas Transportation,Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY. 42104 

Hon. John N. Hughes 
124 W. Todd Street 
Frankfort, KY. 40601 

Hon. Mark R. Hutchinson 
SHEFFER HUTCHINSON KINNEY 
115 E. Second Street 
Owensboro, KY. 42303 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS 1 
TRANSPORTATION, INC. FOR ) 
APPROVAL OF A CERTIFICATE OF ) 
CONVENIENCE AND NECESSITY TO 1 CASE NO. 99-260 
CONSTRUCT AND OPERATE A ) 
NATURAL GAS DISTRIBUTION SYSTEM ) 

O R D E R  

On June 16, 1999, Allen County Gas Transportation, Inc. ("Allen County") filed a 

petition with the Commission seeking approval for a Certificate of Convenience and 

Necessity to construct and operate a natural gas distribution system. In its petition, 

Allen County requested it be allowed to deviate from certain of the Commission's filing 

requirements. On July 15, 1999, the Executive Director, by letter, informed Allen County 

that its petition could not be accepted because its filing was deficient: it had failed to 

comply with the filing requirements set out in the Commission's administrative 

regulations. Also on July 15, 1999, the Commission, by Order, addressed Allen 

County's request for deviation from certain filing requirements of the Commission. With 

that Order the Commission informed Allen County that if the required information was 

not filed within 15 days from the date of the Order, its filing would be rejected and its 

case dismissed. 

On July 30, 1999, Allen County filed a response to the letter and Order, curing 

some deficiencies but leaving several areas still deficient. Allen County had not even 



addressed all of the items for which its request for deviation had been denied. On 

August 23, 1999, the Commission issued an Order that described in detail the 

information that Allen County would need to file in order to cure. its deficiencies and 

scheduled an informal conference between Allen County and members of Commission 

Staff to discuss the remaining deficiencies. On August 30, 1999, Staff met with 

representatives of Allen County in an informal conference to clarify the outstanding 

deficiencies and specifically to identify the information Allen County was required to file 

in order to cure those deficiencies. 

On September 15, 1999, Allen County requested a 60-day extension of time to 

file the information necessary to cure its filing deficiencies. By Order dated October 7, 

1999, the Commission granted Allen County a 30-day extension of time and informed 

Allen County that if, at the expiration of the 30-day period, it had not responded to the 

July 15, 1999 Order and letter, its application would be dismissed without prejudice. On 

November 8, and December 13, 1999, Allen County filed additional information; 

however, that information failed to cure all of its outstanding filing deficiencies. 

DISCUSSION 

After consideration of the record and being otherwise sufficiently advised, the 

Commission finds that Allen County has not met the minimum filing requirements for the 

financing and rate components of its application. Absent adequate information 

supporting its proposed financing, Allen County’s application remains deficient, and the 

Commission cannot assess the proposed Certificate of Convenience and Necessity to 

construct a gas distribution system, nor can the Commission make reasoned 

determinations concerning Allen County’s requests for approval of financing and rates. 

-2- 



Therefore, in accordance with its earlier Orders, the Commission has determined that 

the petition of Allen County should be dismissed without prejudice. 

Neither Allen County nor other parties interested in the provision of natural gas 

service in the area that Allen County proposes to serve should view this decision as a 

final denial of the project. The Commission is supportive of such efforts and will 

approve a proposal that is demonstrably feasible and in the best interests of the 

potential customers in the area. 

Prior to our issuing Orders that would provide the opportunity for such projects to 

be approved, the parties proposing such projects must provide assurances to the 

Commission on several key points. They must assure the Commission that the 

individuals and parties proposing such ventures are appropriately qualified, adequately 

financed, and committed to attaining their goals in a manner consistent with sound 

regulatory practices and the Commission’s performance of its duties in accordance with 

the statutes that govern its responsibility as a regulatory agency. Unless the parties that 

apply for approval to establish a new utility can provide such assurances and 

demonstrate that they are able and willing to comply with the requisite necessities of 

regulation, the Commission cannot issue Orders of approval. 

This decision does not close the door on Allen County’s efforts to attempt to 

construct a natural gas distribution system and provide natural gas service. Should it 

wish to continue this endeavor, the Commission suggests that Allen County contact the 

Commission requesting assistance from the Commission Staff in further developing its 

proposal and preparing an application that will provide adequate justification for the 

project. Such a filing must comply with applicable regulations, meeting the minimum 

-3- 



filing requirements and providing information that demonstrates the feasibility of the 

proposed project. A filing of this nature by Allen County would demonstrate to the 

Commission and to the parties interested in having natural gas service brought to their 

area that Allen County is capable of providing natural gas service to an area of the 

Commonwealth where such service currently is non-existent. 

IT IS THEREFORE ORDERED that Allen County’s petition for a Certificate of 

Convenience and Necessity to construct a gas distribution system is dismissed without 

prejudice. 

Done at Frankfort, Kentucky, this 22nd day of December,. 1999. 

By the Commission 

ATTEST: 



December 9th, 1999 

-0- 
Helen C. Helton, Executive Director 

P. 0. Box 615 
Kentucky Public Service Commission 4 
Frankfort, KY 40602 

" .  
,, ?. . 

Re: Case No. 99-260 
Response to Filing Deficiencies dated November 5tl1,1999 

Dear Executive Director Melton: 

In reference to the commission's letter regarding filing deficiencies for the 
above-mentioned case, we are submitting the enclosed response to complete our 
application. 

The enclosed information will answer question #7 by providing the requested 
detailed Income and Balance Sheet, which was prepared by Mike Jones of Holland 
and Associates, CBAs from Bowling Green, Kentucky. 

We anticipate that this should complete the filing request from your office. 
Should you need any further information please contact us. 

Thank you for your help and cooperation. 

Sincerely, 
ALLEN COUNTY GAS TMNSPORTATION, INC. 

Robert Mitchell 
Secretary-Treasurer, Director 

5966 Scottsville Road, Suite 7 0 Bowling Green, KY 42104 
(270) 393-8300 fax: (270) 393-8301 0 e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net
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ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

DA TED: September 7,1999 

CURRENT DATE: November 5,1999 

COMMONWEALTH OF KENTUCKY - BEFORE THE PUBLIC SERVICE COMMISSION 

Allen County shall file 10 copies of the information identified in this Order as necessary to meet 
the Commission's minimum filing requirements. The following answers to the remaining filing 
deficiencies to be cured prior to the petition of Allen County being accepted as filed are intended 
to facilitate and assist in curing those deficiencies. 

1. KAR 5:001, Section 10(6)(a): Complete description and quantified explanation for proposed 
adjustments with support for changes in price or activity levels, and other factors affecting the 
adjustment. 

(a): N/A - Allen County Gas is a startup company, no adjustments have been applied for. 

Allen County offered no descriptions or quantified explanations for its initial expected costs and 
expenses, or any basis for future increases reflected in its 5-year forecast (projection) of revenues 
and expenses. While there is no historical basis for comparison of the forecasted (projected) 
amounts, the petition must include documentation and explanations justifylng those mounts. 

(a): All cost and expenses within the 5 year Performa were based on in-house surveys 
conducted to establish comparable cost, gas usage, and customer data for business 
operations. Companies such as Western KY Gas were contacted for data concerning 
potential cost and implementation of projected numbers. Future increases were 
generally indexed for inflation at the rate of 3% except for certain categories that were 
either increased due to special circumstances that are not dependent on the inflation 
index. For additional explanations see Attachment I - page #1- Notes I, 11,111, and IV. 

Page 1 of 3 
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2. KAR 5:001, Section 1 Analysis of customers' bills in such detail that revenues from 
proposed rates can be readily determined for each customer class. While there are no historical 
customers' bills for purposes of analysis, the petition must include a schedule, or supporting 
work-papers, which show the derivation of the projected revenues for each customer class in 
each year included in Attachment 111, the financial exhibit. This should be based on the proposed 
rates, projected customer levels, and projected volumes for both gas sales and transportation. 

(a): See Attachment I - page #5 - "Projected Customers and Usage Rates" and page #4 - "5 
Year Financial Performa" Line # 36 to 39 Customer MCF Usage Rates; Line #41 to 
#43 Rates by Class ( Customer Cost of Gas); and Line #47 to 50 Number of Projected 
Customers. 

3. KAR 5:001, Section lO(6)Q: Summary of determination or revenue requirements based on 
return on net investment rate base, return on capitalization interest coverage, debt service 
coverage, or operating ratio, with supporting schedules. Attachment 111, the financial exhibit, 
includes pro forma revenues and expenses, and customer and usage projections: however, it does 
not include a determination of revenue requirements using any of the above-referenced methods. 
Such a determination must be included as part of the petition. 

(a): Allen County Gas has calculated the rates charged for gas to obtain a rate of return of 
16% over the five year period projected in the Financial Performa. The calculations 
were derived as follows: Gross Profit for Five Years / Money Invested = percentage 
rate of return for five years. See Attachment I - pages #3 - Note XI Use of Proceeds 
and page #4 - "5 Year Performa" line #73 Cumulative Gross Profit for 5 years. 

4. KAR 5:001, Section 10(6)(i): Reconciliation of rate base and capital used to determine 
revenue requirements. Attachment 111, the financial exhibit, does not include a reconciliation of 
rate base and capital used to determine revenue requirements. If a return on rate base or 
capitalization was used to determine revenue requirements, such a reconciliation must be 
included as part of the petition. 

(a): See #3 Above 

5. KAR 5:001, Section lO(6)Cj): Current chart of accounts if more detailed than the Uniform 
System of Accounts. The referenced Attachment IV does not meet the requirements for a chart 
of accounts, but if Allen County's chart of accounts is not going to be more detailed than the 
Uniform System of Accounts, a statement to that affect will be sflicient. 

(a): Allen County Gas will adopt the Uniform System of Accounts (USoA). Allen County 
Gas resubmits the 5 Year FinanciaU Performa with USoA numbers added. See 
Attachment I - page #4 to #lo. 

6. KAR 5:001, Section 10(6)(n): Summary of the latest depreciation study. Since depreciation 
has been estimated as part of Allen County's pro forma expenses, a schedule with a detailed 
calculation of depreciation expense by asset, including the associated cost, estimated date placed 
in service, useful life, salvage value (if any), and the rate of depreciation must be filed to satisfy 
this requirement. 

Page 2 of 3 
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(a): See Attachment I - page #2 - Note VI "Property and Equipment" 

~ 

Since Allen County Gas is a startup Company there is "no" tangible equipment to 
depreciate until the line is placed into service. Information in the above referenced 
projection is the intended depreciation schedule to be used when such equipment "is" 
placed into service. Equally, there is no salvage value at this time. 

7. KAR 5:001, Section 10(7)(a): Detailed income statement and balance sheet reflecting the 
impact of all proposed adjustments. Although an income statement is included in the financial 
exhibit, nothing has been submitted in the form of a balance sheet. The petition must include a 
balance sheet reflecting the proposed utility plant and capital structure of Allen County. 

(a): Allen County Gas has employed the Services of J C  Holland and Company PSC-CPA 
in Bowling Green, Ky to complete a certified Balance Sheet for Allen County Gas. 
(phone: 270-782-0700, Mr. Mike Jones), the Balance Sheet Certification will not be 
available until December 1,1999. Allen County Gas will forward same to the 
Commission upon completion and receipt from J C  Holland and Associates. 

8. KAR 5:001, Section 1 l(l)(c): The use to be made of the issue of such securities, notes and 
bonds. This should be a separate schedule, but should reference estimated construction costs, 
including financing, legal and administrative costs. 

(a): See Attachment I - page #3 - "Note #XI - USE OF PROCEEDS" 

9. 807 KAR 5:001, Section 1 l(l)(b): The amount of notes, bonds, or other evidences of 
indebtedness, if any, which the utility desires to issue, with terms, rate of interest and whether 
and how to be secured. No estimate of the anticipated interest rate on the proposed bond 
issuance was included although interest expense was estimated for pro forma revenue and 
expense purposes. An estimate of the anticipated interest rate must be included before the 
petition can be accepted as filed. 

(a): See attachment I - page #4 - "5 Year Financial Performa" line #30. Principle is 
$§.5MM at the rate of 6.5% for 20 years. 

Page 3 of 3 



FORECASTED 
FINANCIAL STATEMENTS 

December 31,2000,2001 and 2002 
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lland CPAs 
Professional Service Corporation 

Board of Directors 
Allen County Gas Transmissions, Inc. 
Bowling Green, Kentucky 

We have compiled the accompanying forecasted balance sheet, statements of income, retained 
earnings and cash flows of Allen County Gas Transmissions, Inc. as of December 3 1,2000,2001 
and 2002, and for the years then ending, in accordance with standards established by the American 
Institute of Certified Public Accountants. 

A compilation is limited to presenting in the form of a forecast information that is the 
representation of management and does not include evaluation of the support for the assumptions 
underlying the forecast. We have not examined the forecast and, accordingly, do not express an 
opinion or any other form of assurance on the accompanying statements or assumptions. 
Furthermore, there will usually be differences between the forecasted and actual results, because 
events and circumstances frequently do not occur as expected, and those differences may be 
material. We have no responsibility to update this report for events and circumstances occurring 
after the date of this report. 

I 
Bowling Green, Kentucky 
December 3, 1999 

I 
927 College Street + P.O. Box 104 

Bowling Green, KY 421 02-01 04 
(270) 782-0700 Fax: (270) 782-0932 

167 South Main Street 
Russellville, KY 42276 

(270) 726-7151 + Fax: (270) 726-3155 
1-888896-5000 Page 1 1-888-240-71 51 



ALLEN COUNTY GAS TRANSMISSIONS, INC. 

December 31,2000,2001 and 2002 
BALANCE SHEETS - FORECASTED 

ASSETS 

2000 2001 2002 

UTILITY PLANT 

Utility plant in service . . . . . . . . . . . . . . . .  $ 4,379,642 $ 4,379,642 $ 4,379,642 

Less accumulated depreciation . . . . . . . . . . .  (1 16,053) (287,299) (458,545) 

NET UTILITY PLANT 4,263,589 4,092,343 3,92 1,097 

RESTRICTED FUNDS 

Bond reserve account . . . . . . . . . . . . . . . . .  3 90,000 390,000 390,000 

TOTAL RESTRICTED FUNDS 390,000 390,000 390,000 

CURRENT ASSETS 

Cash and cash equivalents . . . . . . . . . . . . . .  394,775 632,348 1,200,085 

Accounts receivable . . . . . . . . . . . . . . . . . .  57,632 134,922 200,66 1 

TOTAL CURRENT ASSETS 452,407 767,270 1,400,746 

OTHER ASSETS 

Debt issue costs, less amortization . . . . . . . .  609,806 579,316 548,826 

TOTAL OTHER ASSETS 609,806 579,316 548,826 

TOTAL ASSETS $ 5,715,802 $ 5,828,929 $ 6,260,669 
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LIABILITIES AND EQUITY 

2000 2001 2002 

EQUITY 

Fund equity: 

Retained earnings . . . . . . . . . . . . . . .  

LONG-TERM DEBT 

Long-term debt, net of current portion . . . . . .  
TOTAL LONG-TERM DEBT 

CURRENT LIABILITIES 

Accounts payable . . . . . . . . . . . . . . . . . . .  
Current portion of long-term debt . . . . . . . . .  

TOTAL CURRENT LIABILITIES 

TOTAL LIABILITIES 

TOTAL LIABILITIES AND 
EQUITY 

1 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I See summary of signiJcant assumptions and accounting policies and accountants ’ report. 

$ 171,977 $ 615,537 $ 1,205,133 

5,213,392 5,055,536 4,887,109 

5,2 13,392 5,055,536 4,887,109 

182,486 0 0 

147,947 157,856 168,427 

330,433 157,856 168,427 

5,543,825 5,2 13,392 5,055,536 

$ 5,715,802 $ 5,828,929 $ 6,260,669 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 

For the Years Ending December 31,2000,2001 and 2002 
INCOME STATEMENTS - FORECASTED 

2000 2001 2002 

SALES 

Gross sales . . . . . . . . . . . . . . . . . . . . . . .  

COST OF SALES 

Labor . . . . . . . . . . . . . . . . . . . . . . . . . . .  

GROSS MARGIN 

OPERATING EXPENSES 

General and administrative: 

Depreciation . . . . . . . . . . . . . . . . . . .  
Miscellaneous expenses . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES 

INCOME FROM OPERATIONS 

EARNINGS BEFORE INTEREST AND 
TAXES . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

INTEREST EXPENSE (INCOME) 

Debt, lease and other interest . . . . . . . . . . .  
NET INTEREST EXPENSE (INCOME) 

NET INCOME BEFORE TAXES . . . . . . . . . . .  

TAXES 

Federal taxes . . . . . . . . . . . . . . . . . . . . . .  
State taxes . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL TAXES 

NET INCOME 

$ 691,584 - $ 1,619,056 $ 2,407,921 

56,060 274,682 467,195 
____ 

635,524 1,344,374 1,940,726 

116,053 171,246 171,246 

235,470 440,637 461,659 

35 1,523 61 1,883 632,905 

284,001 732,491 1,307,82 1 

284,001 732,491 1,307,821 

0 0 334,168 

0 0 334,168 

284,001 732,491 973,653 

88,594 228,500 303,731 

23,430 60,43 1 80,326 

112,024 288,931 384,057 

$ 171,977 $ 443,560 $ 589,596 

See summary of significant assumptions and accounting policies and accountants’ report. 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 

For the Years Ending December 31,2000,2001 and 2002 
STATEMENTS OF CASH FLOW- FORECASTED 

2000 2001 2002 

CASH FLOWS FROM OPERATING 
ACTIVITIES: 

Net income . . . . . . . . . . . . . . . . . . . . . . .  
Adjustments to net income: 

Depreciation and amortization . . . . . . .  
Changes in operating assets and liabilities: 

Accounts receivable . . . . . . . . . . . . . .  
Miscellaneous assets . . . . . . . . . . . . . .  
Accounts payable . . . . . . . . . . . . . . . .  

Net Cash Provided By (Used 
In) Operating Activities 

CASH FLOWS FROM INVESTING 
ACTIVITIES: 

(Purchases) sales of investments . . . . . . . . . .  
(Purchases) sales of property, plant and 
equipment . . . . . . . . . . . . . . . . . . . . . . . .  

Cash Flows Provided By (Used 
In) Investing Activities 

CASH FLOWS FROM FINANCING 
ACTIVITIES: 

Net long-term debt . . . . . . . . . . . . . . . . . .  
Cash Flows Provided By (Used 

In) Financing Activities 

NET INCREASE (DECREASE) IN CASH 
AND CASH EQUIVALENTS . . . . . . . . . . . . . .  

CASH AND CASH EQUIVALENTS, 
BEGINNING . . . . . . . . . . . . . . . . . . . . . . . . .  

CASH AND CASH EQUIVALENTS, 
ENDING 

!$ 171,977 $ 443,560 !$ 589,596 

116,053 171,246 171,246 

(57,632) (77,290) (65,739) 
(609,806) 30,490 30,490 
182,486 (182,486) 0 

(196,922) 385,520 725,593 

(390,000) 0 0 

(4,379,642) 0 0 

(4,769,642) 0 0 

5,361,339 (147,947) (157,856) 

5.361.339 (147,947) (158,856) 

394,775 237,573 567,737 

0 394,775 632,348 

$ 394,775 $ 632,348 $ 1,200,085 

See summary of significant assumptions and accounting policies and accountants ' report. 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 
SUMMARY OF SIGNIFICANT ACCOUNTING ASSUMPTIONS AND 

ACCOUNTING POLICIES 
December 31,2000,2001 and 2002 

NOTE A: NATURE OF FORECAST 

This financial forecast presents, to the best of management’s knowledge and belief, the Company’s 
expected financial position, results of operations and cash flows for the forecast period. 
Accordingly, the forecast reflects its judgment as of December 3, 1999, the date of this forecast, 
of the expected conditions and its expected course of action. The assumptions disclosed herein are 
those that management believes are significant to the forecast. There will usually be differences 
between the forecasted and actual results, because events and circumstances frequently do not 
occur as expected, and those differences may be material. 

NOTE B: BASIS OF FOBCAST 

Allen County Gas Transmissions, Inc. (herein ACG) has been formed to construct and operate 
a proposed natural gas distribution system in both Allen and Warren Counties, Kentucky. Before 
beginning construction, ACG will secure financing and obtain various regulatory approvals. 

DETERMINATION OF POTENTIAL CUSTOMERS FOR ALLEN COUNTY 
GAS 

From the preliminary Nesbitt Engineering Report, a list of physical street addresses was compiled 
by Effective Mail Marketing of Bowling Green, Kentucky. The list determined an initial customer 
base of approximately 3,400 homes along the proposed route. A mail-out survey was conducted 
using the home database. The survey polled each home to gauge their interest in accepting natural 
gas. Over 550 survey cards were returned by mail in a three-week period. Effective Mail 
Marketing indicated that a mail-in response of this type typically yields no more than a 10% 
response. Our return results for this survey was 16%. Also, Barren River Development District 
conducted a random door-to-door survey in an adjacent area in Kentucky. This survey asked the 
question, “Would you connect to a natural gas system if it were provided in your area?” The 
results from this survey were 130 yes, 0 no and 11 maybes. This area was made up of 65 electric, 
61 propane and 26 wood heated homes. The survey also asked the question, “Would you be 
willing to provide easements for the gas system? ” The results were 118 yes, 0 no and 6 maybes. 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 
SUMMARY OF SIGNIFICANT ACCOUNTING ASSUMPTIONS AND 

ACCOUNTING POLICIES (CONTINUED) 
December 31,2000,2001 and 2002 

NOTE C: SALES 

The projected sales were based on an assumed price of $9.00 per MCF for Residential, $8.00 per 
MCF Commercial and utilized through the five-year period. The monthly gas utilization rate was 
based on average usage amounts extrapolated through extensive secondary research. The 
projected number of customers was based primarily on the feasibility study conducted by ACG. 
Please note that the number of customers will increase in market size due to planned new home 
construction and start-up businesses. According to statistics for gas utilities under Kentucky Public 
Service Commission Jurisdiction, Residential Customers will utilize an average of 95,000 MCF 
of natural gas per year. 

Additionally, note that the commercial customers were segmented into “Nat-Commercial” , 
“Transport” and “Special Transport”. It is assumed that Regular Commercial Customers will 
utilize 3,000 MCF of natural gas per year, Transport Customers 25,000 MCF and Special 
Transport Customers averaging 300 MCF per year. Please see the corresponding spreadsheet for 
the projected number of customers and the utilization rates by month. 

NOTE D: COST OF SALES 

The average cost of sales for the ten-year period is estimated to be 34.2% of gross sales. 

NOTE E: OPERATING EXPENSES 

Except as described in specific notes, the projected operating expenses are based on estimates 
gathered and provided by ACG. 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 
SUMMARY OF SIGNIFICANT ACCOUNTING ASSUMPTIONS AND 

ACCOUNTING POLICIES (CONTINUED) 
December 31,2000,2001 and 2002 

NOTE F: PAYROLL AND PAYROLL-RELATED EXPENSES 

The salaries and anticipated positions will be as follows: 

# Position 2000 2001 2002 ' 

1 General Manager $ 65,000 $ 66,950 $ 68,959 
1 Accounting 12,000 12,600 13,320 
2 Sales Reps 60,000 61,800 63,654 
2 Secretaries 50,000 5 1,500 53,045 
2 Meter Readers** 50,000 5 1,500 53,045 
3 Installation Crew 75,000 77,250 79,568 

TOTALS $ 312,000 $ 321,600 $ 331,591 

** Meter ReaderdHelpers used 4 daydmonth, balance of time they work with Installation Crew. 

Payroll-related expenses are projected to be 15 % of direct payroll. 

NOTE G: PROPERTY ANI) EQUIPMENT 

ACG's equipment is expected to be depreciated as follows: 

Classification Market Value 

Office Equipment $ 20,188 
Valves, Regulators 147,800 
Pipeline 2,255,860 
Operating Equipment 300,000 
Other Construction 1,098,869 
Capitalized Interest 556,925 

Life Method 

10 Years Straight Line 
10 Years Straight Line 
40 Years Straight Line 
7 Years Straight Line 
30 Years Straight Line 
30 Years Straight Line 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 
SUMMARY OF SIGNIFICANT ACCOUNTING ASSUMPTIONS AND 

ACCOUNTING POLICIES (CONTINUED) 
December 31,2000,2001 and 2002 

NOTE H: BAD DEBT EXPENSE 

Bad debt expense is assumed to be .005% of total sales. 

NOTE I: REPAIR EXPENSE 

Repair expense is assumed to be .005% of total sales. 

NOTE J: CORPORATE INCOME TAX 

The effective corporate income tax for federal is assumed to be 34% and Kentucky is assumed to 
be 8.25%. 

NOTE K: BONDS PAYABLE 

It is assumed that ACG will sell $5,500,000 of bonds with a 20 year maturity at an annual rate of 
interest of 6.5 %. 

* Principal/interest payments for cash flow purposes are amortized for the payback period. 
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ALLEN COUNTY GAS TRANSMISSIONS, INC. 
SUMMARY OF SIGNIFICANT ACCOUNTING ASSUMPTIONS AND 

ACCOUNTING POLICIES (CONTINUED) 
December 31,2000,2001 and 2002 

NOTE L: USE OF FUNDS 

The anticipated use of bond proceeds is as follows: 

Construction of Phase I to Plano 

Construction of Phase I1 to Scottsville 
Pipeline and Equipment Phase I and I1 

Right of Ways 
Blasting - Rock Excavation 32740’ @ $4/ft (10% of total line) 

Accounting, Legal 
Additional Engineering 
Feasibility and Capital Expense Reimbursement 
Capital Interest (3 payments - net at 5%) 
Debt Service Reserve (gross) 

Bond Insurance 
Cost of Issuance 

Underwriter’s and Issuer’s Council 

Underwriter’s Discount 

Excess Bonds 

Office (Supplies, Furniture, Fixtures and Equipment)** 

Operations Equipment: 
**$20,188 capital expenses and $4,312 consumable items 

a. Vehicles $1 13,000 
b. Backhoe/Trencher 37,000 

c. Boring Equipment 15,000 
d. Tools/Equipment 60 , 000 
e. Inventory 50,000 
f. Miscellaneous 25,000 

Contingency Funds 

$ 462,725 

110,025 

2,255,860 
241,600 

130,960 

50,000 
153,559 
200,000 
556,925 
390,000 

195,000 

200,000 
50,000 
90,000 
19,806 

24,500 

300,000 

69.040 
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November 5th, 1999 

Helen C. Helton, Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Re: Case No. 99-260 
Response to Filing Deficiencies dated August 23rd, 1999 

Dear Executive Director Helton: 

In reference to the commission's letter dated August 23rd regarding filing 
deficiencies for above-mentioned case, we are submitted the enclosed responses. 

The enclosed responses are complete with the exception of the certified balance 
sheet, which is being prepared by Mike Jones of Holland and Associates, CPA Firm 
in Bowling Green, Kentucky. Mr. Jones has been in contact with Jeff Shaw of the 
Commission and has indicated that the information wilU be completed no later than 
December 1st. We will forward these balance sheets to the commission upon 
receipt. 

Sincerely, 
ALLEN COUNTY GAS TMNSPORTATION, INC. 

Robert Mitchell 
Vice President, Director 

5966 Scottsville Road, Suite 7 Bowling Green, KY 42104 
(270) 393-8300 fax: (270) 393-8301 0 e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net
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ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

DATED: September 7,1999 

CURRENT DATE: November 5,1999 

COMMONWEALTH OF KENTUCKY - BEFORE THE PUBLIC SERVICE COMMISSION 

Allen County shall file 10 copies of the information identified in this Order as necessary to meet 
the Commission's minimum filing requirements. The following answers to the remaining filing 
deficiencies to be cured prior to the petition of Allen County being accepted as filed are intended 
to facilitate and assist in curing those deficiencies. 

1. KAR 5:001, Section 10(6)(a): Complete description and quantified explanation for proposed 
adjustments with support for changes in price or activity levels, and other factors affecting the 
adjustment . 

(a): NIA - Allen County Gas is a startup company, no adjustments have been applied for. 

Allen County offered no descriptions or quantified explanations for its initial expected costs and 
expenses, or any basis for future increases reflected in its 5-year forecast (projection) of revenues 
and expenses. While there is no historical basis for comparison of the forecasted (projected) 
amounts, the petition must include documentation and explanations justifling those amounts. 

(a): All cost and expenses within the 5 year Performa were based on in-house surveys 
conducted to establish comparable cost, gas usage, and customer data for business 
operations. Companies such as Western KY Gas were contacted for data concerning 
potential cost and implementation of projected numbers. Future increases were 
generally indexed for inflation at the rate of 3% except for certain categories that were 
either increased due to special circumstances that are not dependent on the inflation 
index. For additional explanations see Attachment I - page #1- Notes I, 11, III, and IV. 
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0 2. KAR 5:001, Section IO&): Analysis of customers' bills in sucn detail that revenues from 
proposed rates can be readily determined for each customer class. While there are no historical 
customers' bills for purposes of analysis, the petition must include a schedule, or supporting 
work-papers, which show the derivation of the projected revenues for each customer class in 
each year included in Attachment I l l ,  the financial exhibit. This should be based on the proposed 
rates, projected customer levels, and projected volumes for both gas sales and transportation. 

(a): See Attachment I - page #5 - "Projected Customers and Usage Rates" and page #4 - "5 
Year Financial Performa" Line # 36 to 39 Customer MCF Usage Rates; Line #41 to 
#43 Rates by Class ( Customer Cost of Gas); and Line #47 to 50 Number of Projected 
Customers. 

3. KAR 5:001, Section 10(6)(h): Summary of determination or revenue requirements based on 
return on net investment rate base, return on capitalization interest coverage, debt service 
coverage, or operating ratio, with supporting schedules. Attachment 111, the financial exhibit, 
includes pro forma revenues and expenses, and customer and usage projections: however, it does 
not include a determination of revenue requirements using any of the above-referenced methods. 
such a determination must be included as part of the petition. 

(a): Allen County Gas has calculated the rates charged for gas to obtain a rate of return of 
16% over the five year period projected in the Financial Performa. The calculations 
were derived as follows: Gross Profit for Five Years / Money Invested = percentage 
rate of return for five years. See Attachment I - pages #3 - Note XI Use of Proceeds 
and page #4 - "5 Year Perfurma" line #73 Cumulative Gross Profit for 5 years. 

4. KAR 5:001, Section 10(6)(i): Rcconciliation of rate base and capital used to determine 
revenue requirements. Attachment 111, the financial exhibit, does not include a reconciliation of 
rate base and capital used to determine revenue requirements. If a return on rate base or 
capitalization was used to determine revenue requirements, such a reconciliation must be 
includcd as part of'the petition. 

(a): See #3 Above 

5.  KAR 5:OOl.  Section lO(6)cj): Current chart of accounts i f  more detailed than the Ilnifcmn 
System of Accounts. The referenced Attachment IV does not nicct the requirements for a chart 
of accounts, but if Allcn County's chart of accounts is not going to be more detailed than the 
Uniform System of Accounts, a statement lo that alt'ect will be sufficient. 

(a): Allen County Gas will adopt the Uniform System of Accounts (USoA). Allen County 
Gas resubmits the 5 Year Financial Performa with USoA numbers added. See 
Attachment I - page #4 to #IO. 

6. KAR 5:001, Section 10(6)(n): Summary of the latest depreciation study. Since depreciation 
has been estimated as part of Allen County's pro forma expenses, a schedule with a detailed 
calculation of depreciation expense by asset, including the associated cost, estimated date placed 
in service, useful life, salvage value (if any), and the rate of depreciation must be filed to satisfy 
this requirement. 
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(a): See Attachment I - p a 4 1 2  - Note VI "Property and Equipment" 0 
Since Allen County Gas is a startup Company there is "no" tangible equipment to 
depreciate until the line is placed into service. Information in the above referenced 
projection is the intended depreciation schedule to be used when such equipment "is" 
placed into service. Equally, there is no salvage value at this time. 

7. KAR 5:001, Section 10(7)(a): Detailed income statement and balance sheet reflecting the 
impact of all proposed adjustments. Although an income statement is included in the financial 
exhibit, nothing has been submitted in the form of a balance sheet. The petition must include a 
balance sheet reflecting the proposed utility plant and capital structure of Allen County. 

(a): Allen County Gas has employed the Services of J C  Holland and Company PSC-CPA 
in Bowling Green, Ky to complete a certified Balance Sheet for Allen County Gas. 
(phone: 270-782-0700, Mr. Mike Jones), the Balance Sheet Certification will not be 
available until December 1,1999. Allen County Gas will forward same to the 
Commission upon completion and receipt from JC Holland and Associates. 

8. KAR 5:001, Section 1 l(l)(c): The use to be made of the issue of such securities, notes and 
bonds. This should be a separate schedule, but should reference estimated construction costs, 
including financing, legal and administrative costs. 

(a): See Attachment I - page #3 - "Note #XI - USE OF PROCEEDS" 

9. 807 KAR 5:001, Section 1 l(l)(b): l h e  amount of notes, bonds, or other evidences of 
indebtedness, if any, which thc utility desires to  issue, with terms, rate o f  interest and whether 
and how to be secured. No estimate of the anticipated interest rate on the proposed bond 
issuance was included although interest expense was estimated for pro forma revenue and 
expense purposes. An estimate of the anticipated interest rate must be included before the 
petition can be accepted as tiled. 

(a): See attachment I - page #4 - "5 Year Financial Performa" line #30. Principle is 
$S.SMM at the rate of 6.5%~ for 20 years. 
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E X P L A d h O N  OF FINANClAL PROJ 8 TIONS 

NOTE 1 - BASIS OF PROJEC'I'IONS 

Allen County Gas, Inc. (herein ACG) has been formed to construct and operate a proposed natural gas 
distribution system in both Allen and Warren Counties, Kentucky. Before beginning construction, 
ACG will secure financing and obtain various regulatory approvals. 

Determination of Potential Customers for Allen County Gas 

From the preliminary Nesbitt Engineering Report, a list of physical street addresses was compiled by 
Effective Mail Marketing of Bowling Green, KY. The list determined an initial customer base of 
approximately 3400 homes along the proposed route. A mail out survey was conducted using the 
home database. The survey polled each home to gauge their interest in accepting natural gas. Over 550 
survey cards were returned by mail in a three-week period. Effective Mail Marketing indicated that a 
mail-in response of this type typically yields no more than a 10% response. Our return results for this 
survey was 16%. Also, Barren River Development District conducted a random door-to-door survey in 
an adjacent area in Kentucky. This survey asked the question, would you connect to a natural gas 
system if it were provided in your area. The results from this survey were 130 yes, 0 no, and 1 I 
maybes. This area was made up of 65 electric, 61 propane and 26 wood heated homes. The survey 
also asked the question, "would you be willing to provide easements for the gas system?" results = 

118 yes, 0 no and 6 maybes. 

NO'I'E I 1  - SA1,F.S 

'fhe projected sales wcrc bascd on an assumed pricc of.$9.00 pcr MCt for Ilcsidcntial, $8.00 pcr MCt 
Commercial, and utilizcd throughout the live-year period. The monthly gas utilization rate was based 
on average usage amounts extrapolated through extensive secondary research. The projected number 
of customers was based primarily on the feasibility study conducted by ACG. Please note that the 
number of customers will increase in market size due to planned new home construction and start-up 
businesscs. According to statistics f'or gas utilities under Kentucky Public Service Commission 
Jurisdiction, Residential Customers will utilize an average of95,OOO MC'F of  natural gas per year. 

Additionally, note that the commercial customers \wrc scgmentcd into "Nat -('oninierci;"''. 
"Transport", and "Spccial 'Transport". I t  is assumed that Regular Commercial Customers will utilize 
3,000 M C F  of natural gas per year, 'I'ransport Customers 25,000MCI~ and Special 'l'ransport Customers 
averaging 300MCF pcr year. Please see the corresponding sprcatishcct lbr the projected number of 
customers and the utilization rates by month. 

r -  I he average cost of sales for thc ten year period is estimated to  be 34.2% of gross profit. 

NO'I'E IV - OPERATING EXPENSES 

Except as described in specific notes, the projected operating expenses are based on estimates gathered 
and provided by ACG. 
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NOTE V - PAYROLL AND PAYROLL - RELATED EXPENSES 

The salaries and anticipated positions were provided by ACG and are as follows: 

I Position 

1 Accounting 
2 Sales Reps 
2 Secretaries 
2 Meter Readers** 

TOTALS: 

2000 2001 2002 2003 2004 
$ 65,000 $ 66,950 $ 68,959 $ 71,027 $ 73,158 1 
$ 12,000 $ 12,600 $ 13,320 $ 13,892 $ 14,586 
$ 60,000 $ 61,800 $ 63,654 $ 32,782 $ 33,765 
$ 50,000 $ 51,500 $ 53,045 $ 54,636 $ 56,275 
$ 50,000 $ 51,500 $ 53,045 $ 54,636 $ 56,275 
$ 75,000 $ 77,250 . $  79,568 $ 81,955 $ 84,413 
$312,000 $321,600 $33 1,59 1 $308,928 $318.472 I 

I I I 

** Meter ReaderdHelpers used 4 dayshonth, balance of time they work with Installation Crew. 

Payroll - Related expenses are projected to be 15% of direct payroll. 

NOI’E VI - PKOPER‘I’Y AN11 EQUIPMEN‘I’ 

ACG’s equipment is expected to be depreciated as follows: 

----_-I_ _-._____ 

Valves, Regulators 
Pipeline 

Markct Value I I .ife 
!$ 24,500 5 Ycars 
$ 147,800 20 Years 
$2,255,860 30 Years 
$ 300,000 5-  I OYear 

Had debt Expense i s  assumed LO he .005?4 o f to ta l  sales. 

Repair Expense is assumed to he .0050/0 of  total salcs. 

The effcctivc corporate income tax is assumed to be 30%. 

Method 
Straight I .i nc 
Straight I ,ine 
Straight Line 
Straight Line 

-. 

- 
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@NO.I'E X - IN'I'EKEST EXPENSE e 
Interest expense is based on sale of $ 5.5MM of bonds with a 20 year maturity and an annual rate of 
interest of 6.5%. 

* The $5.5MM is pursuant to ACG's estimate of startup cost. 
* Principal/lnterest payments for cash flow purposes are amortized for the payback period. 

NOTE XI - USE OF FUNDS 

USE OF PROCEEDS 
zonstruction of Phase I to Plano $ 462,725 
2onstruction Phase I1 to Scottsville 
'ipeline and Equipment Phase I & I1 
tight of Ways 
3lasting-Rock Excavation 32740' @ $4/ft (1 0% of total line) 
iccounting, Legal 
idditional Engineering 
;easibility, & Capital Expense Reimbursement: 
Japital Interest (3 payments - net at 5%) 
lebt Service Reserve (gross) 
3ond Insurance 
Cost of Issuance 
Underwriter's and Issuer's Council 
Undenvri ter's Discount 
Excess Bonds 
Office (Supplies, Furniture, Fixtures, & Equipment)** 
**$20,188 capital expenses and $4,3 12 consumable items. 
Operations Equipment: 

a. Vehicles: $1 13.000 
b. Backhoe/'rrencher $ 37,000 
c. Boring I+.pipment $ 15,000 
d. 'I'ools/Equipnient $ 60.000 
e. Inventory $ 50.000 
1: M i x .  $ 25.000 

Contingency Funds 

.. 

$ 110,025 
$2,255,860 
$ 241,600 
$ 130,960 
$ 50,000 
$ 153,559 
$ 200,000 
$ 556,925 
$ 390,000 
$ 195,000 
$ 200,000 
$ 50,000 
$ 90.000 
$ 19,806 
$ 24,500 

$ 300,000 

$ 69.040 
- . . . _ _ _  -. 

$5,500,000 

I 
I 
,I 
:I 
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* Alle County Gas Transportation, I 'L 5 Year F i n a a l  Performa 

Based on the following average per customer 
951 mcf 

30001 rncf 
RESIDENTIAL 
COMMERCIAL 

- 
2000 2001 2002 2003 2004 (MOA#)  

1LES (L REVENUES (142) 

63 
64 
65 

NAT--RESIDENTIAL (480) 
NAT-COMMERCIAL (481) 

NAT--TRANSPORT (489) 
)TAL GAS SALES 
THER SALES: 

SERVICE CHARGES (143) 
CONNECT CHARGES (143) 
SPECIAL TRANS AGREEMENT (489) 
MISC. MATERlALSlSUPPLlES (150) 

3TAL SALES (483) 
DST OF SALES 
ROSS PROFIT 
6 M EXPENSES 
PAYROLL (920) 
PAYROLL RELATED (928) 
OFFICE LEASE (931) 
OFFICE EXPENSE (921) 
SAFETY ADVERTISING (930.1) 
EQUIPMENT RENTAL (920) 
UTILITIES (920) 
TELEPHONE EXPENSE (920) 
LICENSES (927) 
REPAIRS (781.762) 
INSURANCE (924,925) 
PROFESSIONAL SERVS (923) 
MISCELLANEOUS (930.2) 
BAD DEBTS (904) 
DEPRECIATION (110) 
PRINCIPLUINTEREST [8.5%2OYR] (237) 
OTAL 0 (L M EXPENSE 

5 YEAR PAYBACK ANALYSIS 
GROSS PROFITS 
CUMULATIVE 
OBMEXPENSE 
TAXES 
NET INCOME 
CUMULATIVE 

ASH INCOME FROM OPERATION 
'INCOME TAXES (143) 30% 

estdenlial MCF's 
ommerual MCFs 
ransport MCF's 
OTAL MCF's 

ET INCOME 

'ESIDENTIAL RATE 
.OMMERCIAL RATE 
RANSPORT RATE 

:OS1 PER MCF 
OF CUSTOMERS 

fESlDENTlAL 
:OMMERCIAL 
RANSPORT 
OTAL CUSTOMERS 
tERVICE CHGIRES. 
iERVlCE CHGlCOMM 

2000 I 2001 I 2002 I 2003 I 2004 67 
1,940.726 $ 3,020,555 $ 3,700.548 68 $ 721,724 $ 1,344.373 $ 
4.006.823 $ 7,027,376 $ 10,727,926 69 $ 721,724 $ 2,066.097 $ 

1.093.459 $ 1,176,360 $ 1,206,208 70 $ 306.517 $ 534.837 $ 
254.180 $ 553.253 $ 747.702 71 8 124,562 $ 242.861 $ 

-S 290,644 I S 566,676 I S 593,087 I S 1,290,923 1 S 1,744,638 72 
S 290,644 1 S 857,320 I S 1,450,407 I S 2,741,330 I S 4,485,967 1 73 

95 
3,000 

s 
f 
5 

f 

$ 
f 

58345 s 
114,240 S 
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2001 
Volume lumber of 

:ustomers MCF 

228 4,332 
26 1 4,463 
294 3,352 
327 1,553 
360 1,026 
393 1,120 
426 1,214 
459 1,308 
492 1,402 
525 2,494 
558 5,301 
59 1 11,229 
591 38,794 

:I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 

I 

2002 2003 2004 
Number of Volume Number of Volume Number of Volume 
Cuslomers MCF Cuslomers MCF Cuslomers , MCF 

624 11,856 1,020 19.380 1,416 26,904 
657 11,235 1,053 18,006 1,449 24,778 
690 7,866 1,086 12.380 1.482 18.895 
723 3,434 1,119 5,315 1,515 7,196 
756 2,155 1,152 3,283 1,548 4,412 
789 2,249 1,185 3,377 1,581 4,506 
822 2,343 1,218 3,471 1,614 4,600 
855 2,437 1,251 3,505 1,647 4,694 

921 4,375 1,317 6,256 1,713 8,137 
954 9,063 1,350 12,825 1,746 16,587 
987 18,753 1,363 26.277 1,779 33,801 
987 78,295 1,383 I 117,798 1,779 157,297 

888 2,531 1,284 3,659 1,680 4.788 

Avg MCF'sICustomcr 
95 

Residential 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

Avg MCF's/Cuslomer 
3000 

Commercial 
January 
February 
March 
April 

June 
July 
August 
September 
October 
November 
December 

May 

Sub Total 

2500000 
Transport 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

Totals 

5 450 
5 450 

630 7 
7 1,050 
9 2,700 

9,000 15 
15 14.280 

Allen County Gas Transportation, Inc. 
Projected Number Of Customers 8 Usage Rates 

16 9,600 26 15,600 36 21,600 46 27,600 
16 8,640 26 14,040 36 19,440 46 24.840 
18 6,480 28 10,080 38 13,680 48 17,280 
18 6,480 28 4,200 38 5,700 48 7.200 
20 1,800 30 2,700 40 3,600 50 4,500 
20 1,800 30 2,700 40 3,600 50 4,500 
22 1,980 32 2.880 42 3.780 52 4.680 
22 1,980 32 2.880 42 3,780 52 4.680 
24 2,160 34 3,060 44 3,960 54 4.860 

24 7,200 35 10,500 45 13,500 55 16,500 
25 15,000 35 21,000 45 27,000 55 33.000 
25 66,720 35 94,740 45 126,240 55 157,740 

24 3.600 34 5,100 44 6.600 54 8,100 

15 43 
47 134 
91 259 

135 64 1 
179 1,701 
195 3,705 
195 0.483 

1 578.813 
1 520,931 
1 347.288 
1 144,703 
1 86.822 
1 86,822 
1 86.822 
1 86.822 
1 86,822 
1 144,703 
1 289.406 
1 578.813 
1 3,038.766 

1 607,753 
1 546.978 
1 364,652 
1 151.938 
1 91,163 
1 91,163 
1 91,163 
1 91.163 
1 91,163 
1 151.938 
1 303,877 
1 607,753 
1 3,190,704 

I 210 I 20,763 1 616 I 105,514 1 1,022 I 173,035 I 1.429 I 3.282.802 I 1.835 1 3,505,741 1 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

October 7, 1999 

To: All parties of record 

RE: Case No. 99-260 

W e  enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

A. 

Secretary of the,Commission 

SB/sa 
Enclosure 



Honorable Danny 3. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, ICY 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, ICY 40601 

Tim Sharp 
Secretary, Treasurer, CEO 
Allen County Gas Transportation,Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, ICY 42104 

Hon. John N. Hughes 
124 W. Todd Street 
Frankfort, KY 40601 

Hon. Mark R. Hutchinson 

115 E. Second Street 
Owensboro. ICY 42303 

SHEFFER HUTCHINSON KINNEY 



In the Matter of: 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

PETITION OF ALLEN COUNTY GAS ) 
TRANSPORTATION, INC. FOR ) 
APPROVAL OF A CERTIFICATE OF ) CASENO. 

CONSTRUCT AND OPERATE A ) 
CONVENIENCE AND NECESSITY TO ) 99-260 

NATURAL GAS DISTRIBUTION SYSTEM ) 

O R D E R  

On September 15, 1999, Allen County Gas (“Allen County“) filed a letter, which the 

Commission will treat as a motion, requesting an additional 60-day extension of time in 

which to respond to the Commission’s July 15, 1999 Order and its July 15, 1999 letter 

regarding filing deficiencies. After considering the motion and being otherwise sufficiently 

advised, the Commission finds that good cause exists to deny the motion. 

IT IS THEREFORE ORDERED that: 

1. Allen County’s motion for a 60-day extension of time is denied 

2. Allen County shall have an additional 30 days in which to respond to the 

Commission’s July 15, 1999 Order and deficiency letter. 

3. If at the expiration of the 30-day period, Allen County has not responded to the 

Commission’s July 15, 1999 Order and letter, this application will be dismissed without 

prejudice and Allen County may refile. 



oi e 
Done at Frankfort, Kentucky, this 7 t h  day o f  October, 1999. 

By the Commission 

ATTEST: 

I 



corny 
September 10,1999 

Helen C. Helton, Executive Director 
Kentuclq Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Re: Case No. 99-260 
Response To Filing Deficiencies dated August 23rd, 1999 

Dear Executive Director Helton: 

In reference to the commission's letter dated August 23rd regarding filing 
deficiencies for above mentioned case, we are requesting an extension of 60 (sixty) 
days to complete our responses for the commission. We want our answers to be 
thorough, since a number of the questions asked require outside consultations which 
can not be answered until we receive a reply, we formally request this extension to 
allow us the time necessary for the collection of the information. 

Sincerely, 
COUNTY GAS TMSPORTATION, INC. 

Chief Operating dflicer, Director 

5966 Scottsville Road, Suite 7 0 Bowling Green, KY 42104 
(270) 393-8300 0 fax: (270) 393-8301 0 e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net


September 10,1999 

Helen C. Relton, Executive Director 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

Re: Case No. 99-260 
Response To Filing Deficiencies dated August Urd, 1999 

Dear Executive Director Eelton: 

In reference to the commission's letter dated August Urd regarding filling 
deficiencies for above mentioned case, we are requesting an extension of 60 (sixty) 
days to complete our responses for the commission. We want our answers to be 
thorough, since a number of the questions asked r e q h  outside con~nltations which 
can not be answered until we receive a reply, we formpllh. request this extension to 
allow us the time necessary for the collection of the information. 

SinCemly, 
ALLEN COUNTY GAS TWSPORTAl7ON, INC. 

Chief O p h b g  W c e r ,  Director 

5966 Scottsville Road, Sulte 7 Bowling Green, KY 42104 
(270) 393-8300 fax (270) 393-8301 m a i l  address: allengas@premiernet.net 

mailto:allengas@premiernet.net


INTRA-AGENCY MEMORANDUM 

KENTUCKY PUBLIC SERVICE COMMISSION 

TO: 

FROM: 

File 
Case No 99-260 

J. R. Goff 
Staff Attorney 

DATE: August 31 , 1999 

RE: PETITION OF ALLEN COUNTY GAS TRANSPORTATION, INC. 
FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY TO 
CONSTRUCT THE GAS SYSTEM, APPROVAL OF FINANCING, 
INITIAL RATES AND THE OPERATION OF A NATURAL GAS 
DISTRIBUTION SYSTEM IN ALLEN AND WARREN COUNTIES 
IN KENTUCKY 

On August 30, 1999, an informal conference was held between Commission Staff and 
representatives of Allen County Gas Transportation, Inc., (“Allen County Gas 
Transportation”) pursuant to a Commission Order. The persons attending the meeting 
are as listed on the sign-in sheet attached. 

The purpose of the meeting was to discuss the filing deficiencies that were contained in 
the Appendix of the Order of August 23, 1999, and Allen County Transportation’s efforts 
to cure those deficiencies. Each deficiency was discussed in detail and Allen County 
Transportation indicated it would answer each requirement. Allen County 
Transportation indicated that it could file the required information to cure the 
deficiencies by September 15, 1999, the date set by the Commission Order. 

The meeting was then adjourned. 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

August 23, 1999 

To: All parties of record 

RE: Case No. 99-260 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

. 
Secretary of t h e  Commission 

SB/sa 
Enclosure 



Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY 40601 

Tim Sharp 
Secretary, Treasurer, CEO 
Allen County Gas Transportation,Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY 42104 

Hon. John N. Hughes 
124 W. Todd Street 
Frankfort, KY 40601 

Hon. Mark R. Hutchinson 
SHEFFER HUTCHINSON KINNEY 
115 E. Second Street 
Owensboro, KY 42303 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS ) 
TRANSPORTATION, INC. FOR 1 
APPROVAL OF A CERTIFICATE OF 1 
CONVENIENCE AND NECESSITY TO 1 CASE NO. 99-260 
CONSTRUCT AND OPERATE A 1 
NATURAL GAS DISTRIBUTION SYSTEM ) 

O R D E R  

On June 16, 1999, Allen County Gas Transportation, Inc. (“Allen County”) filed a 

petition with the Commission seeking a Certificate of Convenience and Necessity to 

construct and operate a natural gas distribution system. In a July 15, 1999 letter the 

Commission notified Allen County that its petition was rejected because of numerous 

instances in which the petition was deficient, or failed to meet, the filing requirements 

included in the Commission’s administrative regulations. By Order dated July 15, 1999, 

the Commission denied Allen County’s request to deviate from the filing requirements 

contained in 807 KAR 5001 , Sections 11 (l)(b), 11 (2)(b), and 11 (2)(c); 807 KAR 3001 , 

Sections 6(2), and 6(4) through 6(9); and 807 KAR 5:071 , Section 3(3)(a). 

On July 30, 1999, Allen County filed a response that cured its deficiencies with 

the exception of the following items under 807 KAR 5001 Section I O :  (6)(a), 6(b) and 

(c), (6)(g), (6)(h), (6)(i), (6)(j), (6)(n), and (7)(a). The response also failed to address 

one item that the Commission had denied Allen County permission to deviate from, 

specifically, 807 KAR 5:OOl , Section 11 (l)(b). 



e 
The Commission, on its own motion, finds that some of the items for which Allen 

County was found deficient are not applicable to this filing. Therefore, the Commission 

will allow Allen County a deviation from the filing requirements under 807 KAR 5001, 

Sections 6(b) and 6(c). For the remainder of the filing requirements for which Allen 

County was found to be deficient, or for which its request to deviate was denied, the 

Commission finds that the petition should not be accepted as filed until the remaining 

deficiencies are cured or the items are filed. These items are listed in the attached 

Appendix with the regulation cite along with an explanation of the filing requirement. 

The Commission finds that an informal conference between Allen County and the 

Commission Staff should be scheduled to facilitate the curing of the remaining 

deficiencies. Therefore, upon its motion, the Commission will schedule an informal 

conference between Allen County and Commission Staff for the purpose of discussing 

the filing requirements and deficiencies of this application. 

Nothing in this Order shall be construed to mean that Allen County has met the 

filing requirements for its application at this time. 

IT IS THEREFORE ORDERED that: 

1. The petition of Allen County shall not be accepted as filed until the 

outstanding deficiencies have been cured and all applicable filing requirements cited 

herein have been met. 

2. Allen County shall be granted a deviation from the filing requirements 

included in 807 KAR 5001, Sections 6(b) and 6(c). 

3. An informal conference between Allen County and Commission Staff shall 

be held on August 30, 1999, at 1O:OO a.m., Eastern Daylight Time in Hearing Room 2 of 

-2- 



the Commission’s offices at 677 Comanche Trail, Frankfort, Kentucky, for the purposes 

stated in this Order. 

4. Allen County shall file 10 copies of the information identified in this Order 

as necessary to meet the Commission’s minimum filing requirements within 15 days 

from the date of the informal conference. 

Done at Frankfort, Kentucky, this 23rd day of August, 1999. 

By the Commission 

ATTEST: 



APPENDIX 

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-260 DATED AUGUST 23, 1999 

The following explanations of the remaining filing deficiencies that must be cured 

prior to the petition of Allen County being accepted as filed are intended to facilitate and 

assist in curing those deficiencies. This appendix is issued solely for that purpose. 

Deficiencv Explanations, Allen County Gas, Case No. 99-260 

1. KAR 5:OOl , Section 10(6)(a). Complete description and quantified 

explanation for proposed adjustments with support for changes in price or activity levels, 

and other factors affecting the adjustment. Allen County offered no descriptions or 

quantified explanations for its initial expected costs and expenses, or any basis for 

future increases reflected in its 5-year forecast (projection) of revenues and expenses. 

While there is no historical basis for comparison of the forecasted (projected) amounts, 

the petition must include documentation and explanations justifying those amounts. 

2. KAR 5:001, Section 10(6)(g). Analysis of customers’ bills in such detail 

that revenues from proposed rates can be readily determined for each custgmer class. 

While there are no historical customers’ bills for purposes of analysis, the petition must 

include a schedule, or supporting workpapers, which show the derivation of the 

projected revenues for each customer class in each year included in Attachment Ill, the 

financial exhibit. This should be based on the proposed rates, projected customer 

levels, and projected volumes for both gas sales and transportation. 

3. KAR 5:001, Section 10(6)(h). Summary of determination of revenue 

requirements based on return on net investment, rate base, return on capitalization, 



interest coverage, debt service coverage, or operating ratio, with supporting schedules. 

Attachment 111, the financial exhibit, includes pro forma revenues and expenses, and 

customer and usage projections; however, it does not include a determination of 

revenue requirements using any of the above-referenced methods. Such a 

determination must be included as part of the petition. 

4. KAR 5001, Section 10(6)(i). Reconciliation of rate base and capital used 

to determine revenue requirements. Attachment 111, the financial exhibit, does not 

include a reconciliation of rate base and capital used to determine revenue 

requirements. If a return on rate base or capitalization was used to determine revenue 

requirements, such a reconciliation must be included as part of the petition. 

5. KAR 5:001, Section 10(6)(j). Current chart of accounts if more detailed 

than the Unifonn System of Accounts. The referenced Attachment IV does not meet the 

requirements for a chart of accounts, but if Allen County’s chart of accounts is not going 

to be more detailed than the Uniform System of Accounts, a statement to that affect will 

be sufficient. 

6. KAR 3001, Section 10(6)(n). Summary of the latest depreciation study. 

Since depreciation has been estimated as part of Allen County’s pro forma expenses, a 

schedule with a detailed calculation of depreciation expense by asset, including the 

associated cost, estimated date placed in service, useful life, salvage value (if any), and 

the rate of depreciation must be filed to satisfy this requirement. 

7. KAR 5:001, Section 10(7)(a). Detailed income statement and balance 

sheet reflecting the impact of all proposed adjustments. Although an income statement 

is included in the financial exhibit, nothing has been submitted in the form of a balance 

-2- 



e 
sheet. The petition must include a balance sheet reflecting the proposed utility plant 

and capital structure of Allen County. 
l 

I 
~ 

8. KAR 5:OOl , Section 11 (l)(c). The use to be made of the issue of such 

securities, notes and bonds. This should be a separate schedule, but should reference 

estimated construction costs, including financing, legal and administrative costs. 

9. 807 KAR 5001, Section 1 l(l)(b): The amount of notes, bonds, or other 

evidences of indebtedness, if any, which the utility desires to issue, with terms, rate of 

interest and whether and how to be secured. No estimate of the anticipated interest 

rate on the proposed bond issuance was included although interest expense was 

estimated for pro forma revenue and expense purposes. An estimate of the anticipated 

interest rate must be included before the petition can be accepted as filed. 

-3- 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

August 13, 1999 

To: All parties of record 

RE: Case No. 9 9 - 2 6 0  

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Ste 8w 
Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY 40601 

Tim Sharp 
Secretary, Treasurer, CEO 
Allen County Gas Transportation,Inc. 
5966 Scottsville Road 
Suite I 
Bowling Green, KY 42104 

Hon. John N. Hughes 
124 w. Todd Street 
Frankfort, KY 40601 

Hon. Mark R. Hutchinson 

115 E. Second Street 
Owensboro, KY 42303 

SHEFFER HUTCHINSON KINNEY 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS 

APPROVAL OF A CERTIFICATE OF ) CASENO. 

1 
TRANSPORTATION, INC. FOR ) 

CONSTRUCT AND OPERATE A ) 
CONVENIENCE AND NECESSITY TO ) 99-260 

NATURAL GAS DISTRIBUTION SYSTEM ) 

O R D E R  

This matter arising upon the motion of Western Kentucky Gas Company 

(“Western”), filed July 13, 1999, for full intervention, and it appearing to the Commission 

that Western has a special interest which is not otherwise adequately represented, and 

that such intervention is likely to present issues and develop facts that will assist the 

Commission in fully considering the matter without unduly complicating or disrupting the 

proceedings, and this Commission being otherwise sufficiently advised, 
I 

IT IS HEREBY ORDERED that: 

1. The motion of Western to intervene is granted. 

2. Western shall be entitled to the full rights of a party and shall be served with 

the Commission’s Orders and with filed testimony, exhibits, pleadings, correspondence, 

and all other documents submitted by parties after the date of this Order. 

3. Should Western file documents of any kind with the Commission in the 

course of these proceedings, it shall also serve a copy of said documents on all other 

parties of record. 



Done at Frankfort, Kentucky, this 1 3 t h  day o f  August, 1999. 

By the Commission 

, 

Executive Director 



I .  

July 29, 1999 

Public Service Commission 
Mrs. Helen Helton, Executive Director 
730 Schenkel Lane 
Frankfort, KY 04602 

Re: Filing Deficiency Answers for Case No. 99-260 

Dear Mrs. Helton: 

In accordance with your request letter dated July 1 Sth, 1999, we are enclosing six copies of our answers 
to the filing deficiencies. A number of the items requested do not pertain to our current situation, as we are 
not engaged in business operations as yet. While we have been seeking startup funding, physical 
operations have not commenced, therefore certain items answered are d a .  

We appreciate your assistance and cooperation during our application process. Should you need hrther 
information please do not hesitate to contact us. 

Sincerely, 

Robert E. Mitchell, Vice President, Treasurer 
Allen County Gas Transmission, Inc. 

5966 Scottswille Road, Suite 7 Bowling Green, KY 42104 
(270) 393-8300 fax: (270) 393-8301 0 e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net
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RECEIVED 
JUL 3 0 1999 

PUBLIC SERVICE 
coMMIss ION 

ANS WEM TO FILING DEFICZENCIES 

FOR CASE 1v0.99-260 

5966 Scottsville Woad, Suite 7 0 Bowling Green, KY 42104 
(270) 393-8300 0 fax: (270) 393-8301 0 e-mail address: allengas@premiernet.net 

mailto:allengas@premiernet.net
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c 0 
Allen Countv Gas Transportation, Inc. 

5966 Scsttsville Rd. Suite 7 .  RECEIVED 
JUL 3 0 1999 

Bowling Green, Ky 421 04 
2 70-393-8300 

2 70-393-6301 F a  PUBLIC SERVICE 
COMMlSSlON 

ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

#I Deficiency pursuant to KAR 5:001, Section 9 

(2) (e). Manner, in detail, in which it is proposed to finance the new construction or extension. 

(a). See attachment "1 " Collateralized Mortgage Obligation 

#2 Deficiency pursuant to KAR 500  I ,  Section I O  

( 1 )  (b) (7). Proposed Tariff 

(a). See attachment "2" Tariff in form complying with 807 KAR 5 0 1  1 

(6) (a). Complete description and quantified explanation for proposed adjustments with support for 
changes in price or activity levels, and other factors affecting the adjustment 

(a). N/A; ACG is not applying for changes as no previous application for Tariff 
exists. 

(6) (b) & (c). If gross annual revenues exceed $1,000,000, prepared testimony of each witness who will 
support the application. If less than $1,000,000, prepared testimony of each witness who 
will support application or statement that utility does not plan to submit prepared testimony. 

(a). N/A; The business has no previous revenues to report. 

(6) (d). Estimate of effect that new rate(s) will have on revenues including, at minimum, total revenues 
resulting from increase or decrease and percentage of increase or decrease. 

(a). N/A; No rates have been previously established for this system. 

(6) (g). Analysis of customer's bills in such detail that revenues from proposed rates can be readily 
determined for each customer class. 

(a). N/A; There has been no activity, therefore no billing. See Attachment I1 
"Tariffs" Sheet 1. 

(6) (h). Summary of determination of revenue requirements based on return on net investment, rate base, return 
on capitalization, interest coverage, debt service coverage, or operating ratio, with supporting schedules. 

(a). See Attachment III. 

(6) (1). Reconciliation of rate base and capital used to determine revenue requirements. 

(a). See Attachment III. 

(6) 0). Current chart of accounts if more detailed than the Uniform System of Accounts. 

(a). See Attachment IV. 
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Allen County Gas Transportatio 1) , Inc. 
DEFICIENCY ANSWERS CONTINUED: 

(6) (k). Independent auditor's annual opinion report, with any written communication from auditor 
which indicates existence of material weakness in internal controls. 

(a). N/A: No auditor's opinion exist at this time due to inactivity. 

(6) (1). The most recent FERC or FCC audit reports. 

(a). N/A: No activity therefore no requirement to file these forms. 

(6) (m). The most recent FERC Form I (electric), FERC Form 2 (gas), or Automated Reporting 
Management Information System Report (telephone) and PSC Form T (telephone). 

(a). N/A: No activity therefore no requirement to file these forms. 

(6) (n). Summary of latest depreciation study with schedules by major plant accounts, except that 
telecommunications utilities adopting PSC average depreciation rates shall provide schedule 
identifying current and test period depreciation rates used by major plant accounts. If filed in 
another PSC case refer to that case's number and style. 

(a). N/A: No activity therefore no requirement to file these forms. 

(6) (0). List of all commercial or in-house computer software, programs, and models used to develop 
schedules and work papers associated with filing. Include each software, program, or model; 
what each was used for; its supplier; brief description and specifications for the computer 
hardware and the operating system required to run the program. 

(a). Microsoft Ofice 97 and Excel 97, developed in-house floating spread sheets 
for all work papers associated with this filing using Industry Standards. 
System Hardware requirements: 486 or higher processor; 8-1 2 MB of 
memory. Office 97 used for wordprocessing Excel for all spread sheets. 
Once in operation specijk induspy software is under review for meter 
management and billing requirements. 

(6) (p). Prospectuses of most recent stock or bond offerings. 

(a). See Attachment V. 

(6) (9). Annual report to shareholders, or members, and statistical supplements covering 2 years prior 
to application filing date. 

(a). N/A: No Activity to report. 

(6) (s). SEC's annual report for most recent 2 years, Form 1 0-Ks and any Form 8-Ks issued within past 2 years, 
and Form 10 Qs issued during the past 6 quarters updated as current information becomes available. 

(a). N/A: No Activity to report. 



Allen County Gas Transportatio R C .  

( I )  (c). Statement of how proceeds are to be used. Should show amounts for each type of use (i.e., property, 
debt rehding, etc.) 

DEFICIENCY ANSWERS CONTMED: 

(6) (t). If utility had any amounts charged or allocated to it by affiliate, general or home office, or paid any 
monies to affiliate or general or home office during test period or during previous 3 calendar years, file: 

1. Detailed description of method of calculation and amounts allocated or charged to utility by 
affiliate or general or home office for each charge allocation or payment; 

2. Explanation of how allocator for the test period was determined; AND; 

3. All facts relied upon, including other regulatory approval, to demonstrate that each amount 
charged, allocated or paid during test period was reasonable. 

(a). N/A: # I ,  #2, & #3 No affiliate, general or home office. 

(7) (a). Detailed income statement and balance sheet reflecting impact of all proposed adjustments. 

(a). N/A: No Activity to report, 

(7) (b). Most recent capital construction budget containing at least period of time as proposed for any 
pro forma adjustment for plant additions. 

(a). N/A: No additions planned.. 

(7) (c) (1). Starting date of the construction of each major component of plant (no construction schedule). 

(a). N/A: No construction commenced as of this date. 

(7) (c) (4). Amount contained in construction work in progress at end of test period. 

(a). N/A: No construction commenced as of this date. 

(7) (d). Operating budget for each month of the period encompassing the pro forma adjustments 

(a). N/A: No adjustments applied for. 

(7) (e). Number of customers to be added to the test period - end level of customers and the related revenue 
requirements impact for all pro forma adjustments with complete details. 

(a). N/A: No adjustments applied for or test established. 

3. Filing deficiencies pursuant to 807 KAR 5:001, Section 1 1 : 

(a). See Attachment III& IV. 

Should you have any further requirements please contact us. 

Sincerely, 

kobert E. Mitchell, V.P., Treasurer 
Allen County Gas Transmission, Inc. 



Allen County Gas Transportation, Inc. 

ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

ATTACHMENT I 
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Description 
o f a  

Collateralized Mortgage Obligation 

A Collateralized Mortgage Obligation in the simplest of terms is a securitized debt 
installment that in the aggregate covers the total amount that is to be borrowed. The underlying 
security supporting the instrument can range from payment streams such as royalties, receivables, car 
loan payments to real or equipment property. 

The instrument itself is divided into branches or strips representing individual annual 
maturities that span the life of the obligation. For an example; a 'I 5 year obligation would offer 15 
strips from which an investor may choose to meet certain portfolio objectives, such a selecting one or 
more early short term strips offering lower yields or opting for longer term strip(s) offering higher 
yields. 

Each strip represents a year of maturity. In the year that the year matures the investor 
receives Principal and Interest payments. During years leading up to hisher selected maturing year 
the investor receives Interest only. At the end of the maturing year the investor is paid off and the 
obligation goes on to the following maturing years until the final payment is rendered with the 
conclusion of the 180th payment. This means that in the out years the number investors to lay claim 
on the collateral is proportionately reduced, thereby increasing the remaining investors secured 
position in the underlying collateral, A very important marketing advantage for the Broker Dealer in 
selling the CMO strips. 

Meanwhile the payment obligation of the borrower (Allen County Gas Transmission, Inc.) 
remains level throughout the term of the obligation even though the Interest paid on the given strips 
is graduated from lower Interest rates in the early years to higher Interest rates longer term. 

The utilization of the CMO allows Allen County Gas Transmission, Inc. substantial financial 
advantages visa-vi placement commissions. In an equity placement memorandum there will be at 
minimum cost of commission and fees. Some of these costs will have to be paid up front and the 
remainder taken out of the proceeds raised in the Equity document. In the case of using the CMO 
method, commissions are to be paid from the discounted cash flow from the graduated interest 
stream and that which Allen County Gas Transmission, Inc. pays allowing Allen County Gas 
Transmission, Inc. to net the $3,751,152. 

*See Cost Estimate Attached 

** Allen County Gas Transmission, Inc. is in the process of determining the final Bonding Authority for 
this finance obligation. 

t 
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Allen County Gas Transportation, Inc. 

ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

ATTACHMENT I1 



I ALLEN COUNTY GAS TRANSPORTATION, INC. 

OF 

BOWLING GREEN, KENTUCKY 

'I 

PUBUC SERVICE COMMISSION 

RATES, RULES AND REGULAIONS FOR NATIJRAL GAS SERVICE 

Issued: July 23,1999 + Effective: July 23,1999 

Case No. 99-260 
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I Issued By: 

Allen County Gas Transportation, Inc. of Bowling Green, Kentucky 

Robert E. Mitchell, Vice President, Treasurer 
5966 Scottsville Road, Suite #7 
Bowling Green, KY 42104 
(270) 393-8300 
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ALLEN COUNTY GAS TRANSPORTATION, INC. 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

SECTION I - RATES AND CHARGES 

RATES: 

The rate for all consumption shall be: 

P.S.C. KY NO. 1 

Original Sheet No. 1 

I RATE: 1' Residential $9.00 per Mcf 
Commercial $8.00 per Mcf 

Monthly Service Charge - In addition to the charges determined from the above rates, each 
residential Customer, and space heating Customers of up to 4,000 square feet, must pay a 
monthly service charge of $8.00 per each billing month. Each commercial Customer must pay a 
monthly service charge of $35.00 per month and all other Customers must pay $75.00 per month. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Issued By: Robert E. Mitchell, Vice President, Treasurer - Case No. 99-260 
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ALLEN COUNTY GAS TRANSPORTATION, INC. 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

P.S.C.KY NO. 1 

Original Sheet No.2 

Special Charges: The following charges shall be applied under the following conditions: 

A. Collection Charge: A charge of $25.00 will be levied when a Company representative 
makes a trip to the premises of a customer for the purpose of terminating service for an unpaid 
bill. The charge may be assessed if service is actually terminated or if the customer pays the 
delinquent bill to avoid termination. The charge may also be assessed if the Company's 
representative agrees to delay termination based on the customer's agreement to pay the 
delinquent bill by a specific date. A collection trip may be made only after written notice has 
been sent to the customer stating that if the bill is not paid by a certain date the service will be 
disconnected. 

B. Reconnection Charge: A reconnection charge of $25.00 to be made by the Company and 
paid by the customer before or at the time the service is reconnected shall be assessed as 
approved by the Public Service Commission when: 

The customer's service has been disconnected for non-payment of bills or for violation of 
the Commission's or Company's Rules and Regulations, and the customer has qualified 
for and requested service to be reconnected Customers qualifying for service 
reconnection under 807 KAR 5:006, Section 15- Winter Hardship - shall be exempt from 
reconnect charges. 

The customer's service has been disconnected at the customer's request and at any time 
subsequently within twelve (12) months is reconnected at the same premise. 

Tie-in Charpe: If a tie-in is required to restore service to the Same Customer who had 
hisher service line cut and plugged as a result of repeated detection of unauthorized we 
of service, a charge of actual cost, or the company's best estimate of actual cost shall be 
assessed. Unauthorized use of service includes: 
(a) Detection of turning on meter after non-pay turn off by Company, and; 
(b) Detection of turning on meter and curb valve after non-pay turn-off by 
(c) Detection of by-passing meter inlet and outlet connections after removal Company 

(d) Other modifications by Customer of the meter intended to produce a metering of less 
and; 

volume of gas than actually used by the Customer. 

Issued: July23,J 999 + Effective: July 23, 1999 

Issued By: Robert E. xfl itc 11, ick President, Treasurer: Case No. 99-260 



ALLEN COUNTY GAS TRANSPORTATION, INC. 

P.S.C.KY NO. 1 

Original Sheet No.3 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

SDecial Charges Con't. 

C. Dishonored Check Charge: The Company may charge and collect a fee of $15.00 to cover 
the cost of handling an unsecured check; where a customer tenders in payment of an account a 
check which upon deposit by the company is returned as unpaid by the customer's financial 
institution. 

D. Delayed Payment Charges: A delayed payment charge of five percent (5%) will be added 
to the amount of the monthly bill each month if not paid within fourteen (1 4). days after the 
date of mailing of the bill to Customer. The late payment charge is not applied to a prior 
month's late payment charge. 

E. Remote Index Installation Charge: If a Customer requests that a remote index be installed 
at hisher premises, a charge of fifty dollars $50.00 shall be assessed 

F. Residential Termination Procedure for Non-Payment: The company shall follow the 
termination procedure established by Public Service Commission of Kentucky. 

Customer Classifications: 

Applicabilitv: Applicable for the distribution and sale of gas service from existing 
distribution lines of Company having sufficient capacity therefore, to Customers at one location 
who will guarantee payment of the minimum monthly charge for term of Agreement for Gas 
Service or twelve consecutive months, whichever is less. Company shall have the right to curtail 
deliveries of gas hereunder whenever and to the extent necessary in its sole judgment the 
protection of to its higher priority Customers, if any, may require. Company shall not be required 
to furnish gas service hereunder to any Customer or applicant except by written Agreement for 
Gas Service between Company and Customer. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Y** Issued by: Robert E. Mitchell, Vice President, Treasurer: Case No. 99-260 
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ALLEN COUNTY GAS TRANSPORTATION, INC. 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

Gas Sales: 

P.S.C.KY NO. 1 

Original Sheet No.4 

1. Residential: Service to customers which consists of direct natural gas usage in a residential 
dwelling for space heating. air conditioning, cooking, water heating and other residential uses. 

2. Commercial: Service to customers engaged primarily in the sale of goods or services including 
institutions and local and federal government agencies for uses other than those involving 
manufacturing or electric power generation. 

3. Industrial: Service to customers engaged primarily in a process which creates or changes raw 
or unfinished materials into another form or product including the generation of electric power. 

Gas Transportation: 

1. Transportation Service: Service to industrial customers upon execution of a special contract 
specifying terms, conditions of service and rates. 

2. Customer Inquiries: Customer may contact the Business Office at (270) 393-8300 during 
regular business hours Mon.-Fri. 9:OO a.m. to 4: p.m.) for inquiries regarding service or billing. 

3. Company's Right to Defer Service: Where Company's existing, facilities are adequate to 
serve a Customer for new or additional commercial or industrial load, Company specifically 
reserves the right to defer service until such time as its facilities can be made adequate. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Vice President, Treasurer: Case No. 99-260 
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ALLEN COUNTY GAS TRANSPORTATION, INC. 

P.S.C.KY NO. 1 

Original Sheet No.5 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

SECTION I1 - SERVICE 

1. Availability: Service is available in all territories where the Company's distribution facilities 
are located, to customers who contract for gas service under the terms and conditions stated 
herein, and subject to the Rules and Regulations filed by the Company and revised from time to 
time with the Public Service Commission of Kentucky, and any subsequent revision thereof, and 
to the lawful orders of regulatory authorities having jurisdiction. 

2. Application for Service: Applications for service shall be .made through any local office of 
Company. The application is not complete until the applicant has fulfilled all applicable tariff 
eligibility requirements and compiled with these rules. A separate application or contract shall be 
made for each separate location. 

3. Turning on Gas: The Customer, after making proper application for service, shall notify the 
Company when he desires service to be established. In no case shall the Customer or his agent or 
employee turn on the gas at the curb or meter cock. 

4. Ass imen t  of Contract: The benefits and obligations of any service application or contract 
shall begin when Company commences to supply gas service. It shall inure to and be binding 
upon the successors and assigns, survivors and executors or administrators, as the case may be, 
of the original parties thereto, respectively, for the full term thereof. However, no application, 
agreement or contract for service may be assigned or transferred without the written consent or 
approval of Company. 

When the gas supply has been disconnected for non-payment of bills or other violation of 
Company's Rules and Regulations, the service will not be restored at the same location or 
connected at another location, for the same or related occupants under a different contract or 
name when it appears to the Company that the change of name is a subterfuge designed to 
defraud or penalize Company. 

1999 + Effective: July 23, 1999 

Vice President, Treasurer: Case No. 99-260 



ALLEN COUNTY GAS TRANSPORTATION, INC. 

P.S.C.KY NO. 1 

Original Sheet No. 6 

RULES AND REGULATONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

5. Continuity of Service: The Company will endeavor to supply gas continuously and without 
interruption. However, the Company shall not be responsible for damages or otherwise for 
failure to supply gas for any interruptions of the supply when such failure is without willful fault 
or neglect on its part. 

The Company cannot and does not guarantee either a sufficient supply or an adequate or 
uniform pressure of the gas supplied and shall not be liable for any damage or loss resulting from 
inadequate or interrupted supply or from any pressure variations when such conditions are not 
due to willful fault or neglect on its part 

Neither Company nor Customer shall be liable in damages to the other for any act, omission 
or circumstance occasioned by or in consequence of any acts of God, strikes, lockouts affecting 
the company or its suppliers of gas, acts of the public enemy, wars, blockades, insurrections, 
riots, epidemics, landslides, lightning, earthquakes, fires, stonns, floods, washouts, arrests and 
restraints of rulers and peoples, civil disturbances, explosions, freezing of wells or lines of pipe, 
failure of wells and equipment vandalism, strikes, inability to obtain materials, contractors, 
supplies, breakage or accident to machinery or lines of pipe, the binding order of any court or 
governmental authority which has been resisted in good faith by all reasonable legal means, and 
any other cause, whether of the kind herein enumerated or otherwise, not reasonably within the 
control of the party claiming suspension and which by the exercise of due diligence such party is 
unable to prevent or overcome. Failure to prevent or settle any strike or strikes shall not be 
considered to be a mailer within the control of the party claiming suspension. 

Without incurring any liability therefore, the Company may also suspend service after 
reasonable notice, for such period as may be reasonably necessary to make repairs to or changes 
in its plant, transmission or distribution Systems or other property. 

6. Character of Service: The Company's supply of natural gas is received from interstate pipeline 
supplier. 

7. Service Not to be Disturbed: No Customer shall attach or use any appliance which may result 
in the injection of air, water or other foreign matter into the Company's lines; and without prior 
approval from the Company, no Customer shall attach or we any appliance which will increase 
or decrease the pressure in the Company's lines intermittently to suet extent as to interfere with 
continuous service to other customers. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Issued By: Ro F* ert E. Mitchell, Vice President, Treasurer: Case No. 99-260 
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P.S.C.KY No. 1 
Original Sheet No. 7 ALLEN COUNTY GAS TRANSPORTATION, INC. 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

8. Exclusive Service Except: In cases where the customer has a special contract with the 
Company for reserve or auxiliary service, no other fuel service shall be used by the customer on 
the same installation in conjunction with the Company's service connection, wither by means of 
valves or any other connection. 

The customer shall not sell the gas purchased from the Company to any other customer, 
company or person, and the customer shall not deliver gas purchased from the Company to any 
connection wherein said gas is to be used on premises not owned or controlled by the customer. 

9. Access to Premises: The Company shall at all reasonable hours have access to meters, service 
connections and other property owned by it and located on customer's premises for purposes of 
installation, maintenance, meter reading, operation or removal of its property at the time service 
is to be terminated. 

10. Customer's Liabilities: The customer shall assume all responsibility for the gas service in or 
on the customer's premises at and from the point of delivery of gas and for all the piping, 
appliances and equipment used in connection therewith which are not the property of the 
Company, and will protect and save the Company harmless from all claims for injury or damage 
to persons or property occurring on the customer's premises or at and from the point of delivery 
of gas occasioned by such gas or gas service and equipment, except where said injury or damage 
will be shown to have been caused solely by the negligence of the Company. 

11. Right-of-way and Lines: The Company shall acquire any and all rights-of-way and 
easements necessary to cross property between Company's line and the location where gas is to 
be consumed. When the right-of-way is necessary to install lines or other facilities or equipment 
on the Company's side of the delivery point, the right-of-way shall be conveyed or otherwise 
assigned to Company's side of the delivery point, the right-of-way shall be conveyed or 
otherwise assigned to Company and shall, thereby, become the property of the Company. The 
Company shall also acquire the right of ingress and egress for any property in or over which any 
lines, facilities or equipment may be installed to accommodate delivery of gas to Customer. The 
Customer shall be responsible for the expense and installation of all lines (as well as any other 
facility or equipment) between the point of delivery and the Customer's premises. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Issued By: Robes E. Mitchell, Vice President, Treasurer: Case No. 99-260 
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P.S.C.KY NO. 1 

ALLEN COUNTY GAS TRANSPORTATION, INC. Original Sheet No. 8 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

12. Charges and Payment for Temporary Service: In addition to regular payments for gas used, 
the Customer shall pay all reasonable cost for all materials, labor, and other necessary expense 
incurred by the Company in supplying gas service to the Customer at his request for any 
temporary purpose or use. 

13. Customer Indebted to Company: Service will not be supplied to any premises if at the time 
of application for service the applicant is indebted to Company for any service previously 
supplied at the same or other premises, until payment of such indebtedness or other arrangement 
satisfactory to the Company shall have been made. 

14. Deposits: The Company may require a minimum cash deposit or other guaranty to secure 
payment of bills except for customers qualifying for service reconnection pursuant to 807 KAR 
5:006, Section 15, Winter Hardship Reconnection. Service may be refused or discontinued for 
failure to pay the requested deposit Interest, as prescribed by KRS 278.460, will be paid on all 
sums held on deposit. The interest will be applied as a credit to the customer's bill or will be paid 
to the customer on an annual basis. If the deposit is refunded or credited to the customer's bill 
prior to the deposit anniversary date, interest will be paid or credited to the customer's bill on a 
pro-rated basis. If interest is not paid to the customer or credited to the customer's bill annually, 
interest wilt be computed by a method which will result in an amount no less than that obtained 
by using a middle course method between simple and compound interest in compliance with the 
Commission Regulations. Interest on deposits computed in this manner will accrue until paid to 
the customer or credited to the customer's bill. 

The deposit may be waived upon a customer's showing of satisfactory credit or payment 
history. Required deposits will be credited to the customer's bill between twelve and fifteen 
months after the month of deposit, if the customer has established a satisfactory payment record 
for that period. If a deposit has been waived or returned and the customer fails to maintain a 
satisfactory payment record, a deposit may then be required. Upon termination of service, the 
deposit and any interest earned and owing will be credited to the final bill with any remainder 
refunded to the customer. 

In determining whether a deposit will be required or waived, the following criteria may be 
considered: 

Issued: July 23, 1999 + Effective: July 23, 1999 

Issued By: Robert E. Mitchell, Vice President, Treasurer: Case No. 99-260 



ALLEN COUNTY GAS TRANSPORTATION, INC. 
.P.S.C.KY NO. 1 
Original Sheet No.9 

RULES AND REGULAIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

#14 Deposits Con't. 

(1) Previous payment history with the Company: If the customer has no previous history with 
the Company, statements from other regulated public utilities may be presented by the customer 
as evidence of good credit 

(2) Length of time the customer has resided or been located in the area. 

(3) Whether the customer owns the property where service is to be rendered. 

(4) Whether another customer with a good payment history is willing to sign as a guarantor for 
an amount equal to the required deposit 

If a deposit is held longer than eighteen months, the deposit will be recalculated at the 
customer's request based on the customerls actual usage for the past twelve months. If the deposit 
on account differs from the recalculated amount by more than $10.00 for a residential customer 
or 10 percent for a non-residential customer, the Company may collect any underpayment and 
refunds, if any, will be credited to the customer's next utility bill. No refund will be made if the 
customer's bill is delinquent at the time of recalculation. 

Once each year, a billing insert will be included with the bill advising the customer of the 
right to request a deposit recalculation. 

Residential customers will pay deposits based on estimated average monthly consumption 
and credit history however, no deposit shall not exceed the amount of $200.00 

Commercial and Industrial customer's deposits should be based upon actual usage of the 
customer at the same or similar premises for the most recent twelve month period, if such 
information is available. If usage information is not available, the deposit will be based on the 
average bills of similar customers and premises in the system. The deposit amount shall not 
exceed 2 times the customer's actual or estimated monthly bills. 

Issued: July 23, 1999 + Effective: July 23, 1999 

Issued by: Robert E.%itchell, Vice President, Treasurer: Case No. 99-260 
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P.S.C.KY NO. 1 

ALLEN COUNTY GAS TRANSPORTATION, INC. Original Sheet No. 10 

RULES AND REGULATIONS GOVERNING 
THE DISTRIBUTION AND SALE OF GAS 

15. Right to Shut Off Gas: After notice pursuant to 807 KAR 5:006(14), the company shall 
have the right to discontinue service and the right to disconnect and remove from the premises of 
any consumer the meter and any other property belonging to the Company for any of the 
following reasons or purposes in accord with 807 KAR 5:006(14): 

(1) Refusing reasonable access. 
(2) Non-payment of bills for gas services. 
(3) Failure to furnish or maintain required deposit for the account 
(4) Dangerous condition 
(5) Theft of service or fiaudulent representation or practice. 
(6) Whenever deemed necessary by the Company for safety reasons. 
(7) Violation of any PSC Rules and Regulations, any Service Agreement, or the General 

Terms and Conditions applicable to any such Agreement or these Tariffs. 
(8) Customer Request. 

16. Change of Address of Customer: When customer changes his address he should give oral 
notice, followed within three (3) days by written notice, thereof to Company prior to the date of 
change. Customer is responsible for all service supplied to the vacated premises until such notice 
has been received and the Company has had a reasonable trifle, but not less than tree (3) days, to 
discontinue service. 

17. Ouantity of Gas Delivered by Meter: Gas will be measured by a meter which shall remain 
the property of the Company. This meter will be installed by the Company, at Company’s 
expense. Subject to certain exceptions, enumerated below, consumption shall be determined on 
the basis of the meter registration and bills shall reflect the consumption so registered. Any 
mistake in reading the registration, however, shall not affect the liability for gas consumed as 
determined by a corrected reading of the registration. 

Issued: July 23, 1999 + Effective: July 23, 1999 
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18. Gas Measurement: The gas consumed shall be measured by a meter or meters to be 
installed by the Company upon the customer's premises at a point most accessible or convenient 
for the Company and ail bills shall be calculated upon the registration of said meter or meters 
except as hereinafter provided. If more than one meter is installed for the same or different 
classes of service at different locations on the customer's premises. each meter shall be 
considered separately in calculating the amount of any bills, except in those cases where the 
Company elects to install duel metering facilities in order to assure accurate measurement of all 
gas consumed. Meter readings may be combined and one bill rendered under these conditions. 
Meters include all measuring instruments and equipment 

All residences, commercial buildings or other occupied buildings shall have separate meters 
even if under the same roof, except in cases of multi-occupants under the same roof with a 
common entrance or within an enclosure or mobile home park where it is unreasonable or 
uneconomical to measure each unit separately. 

When customers are served from high pressure lines, the meters, regulators and safety 
devises shall be located as near to the Company's main as is practicable. 

19. Measurement Base: The company, in accordance with 807 KAR 5:022, Section 8, utilizes an 
appropriate measurement base in all service areas. The rates of the company are based upon gas 
delivered to the customer on a basis of four (4) ounces per square inch above an assumed 
atmospheric pressure of fourteen and four-tenths (14.4) pounds per square inch or fourteen and 
sixty-five hundredths (14.65) pounds per square inch absolute pressure at an assumed 
temperature of sixty (60) degrees Fahrenheit; provided, however, the Company reserves the right 
to correct as necessary the actual temperatures to a sixty (69) degrees Fahrenheit basis in the 
cases of large volume industrial customers. 

All gas measured at pressures higher than standard pressure for low pressure distribution 
systems shall be corrected to a pressure base of fourteen and sixty-five hundredths (14.65) 
pounds per square inch absolute. 

Issued: July 23,1999 + Effective: July 23, 1999 
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20. Character of Service: In accordance with 807 KAR 5:022, Section 16, the Company will 
normally supply natural gas having a heating value of approximately one thousand (1,000) BTU 
per cubic foot and a specific gravity of approximately sixty-two hundredths (0.62). However, 
when necessary to supplement the supply of natural gas, the company reserves the right, at its 
discretion, to supply and interchangeable mixture of vaporized liquified petroleum gas and air or 
a combination of same with natural gas. 

2 1. Estimated Bill: When the meter is not read, the Company may estimate the quantity of gas 
consumed and render a bill for such quantity. 

22. Correct Meter: A meter registering between two percent (2%) fast and two percent (2%) 
slow shall be deemed for all purposes to be registering correctly. A meter registering incorrectly 
shall be replaced by the Company at its expense. 

23. Incorrect Meter Readings: If test results on Customer's meter show an avenge error greater 
tan two percent (2%) fast or slow, or if a Customer has been incorrectly billed for any other 
reason, except m an instance where Company has filed a verified complaint with the appropriate 
law enforcement agency alleging fraud or theft by Customer, company shall immediately 
determine the period during which the error has existed, and shall recompute and adjust the 
Customer's bill to either provide a refund to customer or collect an additional amount of revenue 
from the under billed Customer. Company shall readjust the account based upon the period 
during which the error is known to have existed or according 807 KAR 5:006(10)(2). 

24. Meter Testing: Company shall make a test of any meter upon written request of Customer 
provided such request is not made more frequently than once each twelve months. Customer 
shall advance an amount based on meter capacity as follows: 500 cu. ft. per hour and under @ 
$20.00, over 500 cu. ft. per hour @ $30.00, and 1,500 cu. ft. per hour @ $50.00. If such tests 
show the meter to be more than 2% fast or slow, the amount advanced shall be refunded to the 
customer and adjustments made pursuant to Incorrect Meter Readings section herein. If the meter 
is found not to be more than 2% fast or slow, the amount advanced by Customer shall be retained 
by Company. 

Issued: July 23, 1999 4 Effective: July 23, 1999 
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25. Billing Periods and Meter Readings: Bills for gas service will be rendered monthly unless 
otherwise specified. The term "month" for billing purposes shall mean the period between any 
two consecutive readings of the meter by the Company, such readings to be taken as near as 
practicable every thirty (30) days. 

Bills are due upon rendition and payable within a period not exceeding ten (10) days after 
the date of mailing. 

Service shall be subject to being discontinued for non-payment of bills after the customer 
has been given at least ten (1 0) days written notice separate from the original bill and not before 
twenty seven (27) days from the mailing date of the original bill. 

The Company may not terminate service to a customer if a medical certificate is presented 
or if a Certificate of Need from the Cabinet for Human Resources is presented in accordance 
with 807 KAR 5:006, Section 14 (2) (c) and (3). Failure to receive a bill does not exempt 
customer from these provisions. 

When the Company is unable to read the meter after a reasonable effort, or where the meter 
fails to operate, the customer will be billed on an estimated basis and the billing adjusted as 
necessary. The Company's billing form includes dates served; number of days in period; 
previous and present meter reading; Mcf usage; net amount due for service rendered; taxes, if 
applicable; adjustments, if any; special charges; total amount due; account number; billing date; 
cash receipt cutoff date; past due date; and service address. 

Issued: July 23, 1999 + Effective: July 23, 1999 
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26. Payment of Bills: Bills shall be paid by the Customer at any office of the Company during 
its regular office hours or to any one of the Company's authorized collecting agents during the 
regular office hours of such agent A list of authorized agents, if any, will be made available to 
Customers upon the request or inquiry of any customer or applicant for service. Any remittance 
received by the Company by first class mail bearing U.S. Postal Office cancellation date 
corresponding with or previous to the last date of the net payment period will be accepted by the 
Company as within the net payment period. 

27. Monitoring of Usage: The Company shall periodically as required by PSC Regulations 
monitor each customer's usage for unusual or irregular consumption. if monitoring determines a 
change in usage otherwise unexplained, it will notify the customer in writing of the change and 
attempt to determine the cause of the usage. 

Issued: July 23, 1999 + Effective: July 23, 1999 
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SECTION I11 - PHYSICAL PROPERTY 

28. Service Lines: The general term "service line" is commonly used to designate the complete 
line or connection between the Company's line and the Customer's location, up to and including 
the meter connection at Customer's location. It consists of two distinct parts, (a) the service line 
connection, and (b) the Customer service line. 

(a) Service Line Connection 

This service line connection consists of the connection at the main, necessary pipe and 
appurtenances to extend to the property line or the curb cock location, curb cock and curb box. 
This connection shall be made by the Company or its representative without cost to the 
Customer and it remains the property of the Company. 

(b) Customer Service Line. 

The Customer service line consists of the pipe from the outlet of the curb cock to and including 
the meter connection. The Customer's service line shall be installed at the Customer's expense, 
and any part of it not contained within the Customer's property at the location where service is to 
be furnished shall be conveyed to the Company and remain the property of the Company in 
accordance with Rule 10. The Company shall have the right to prescribe the specifications, size, 
location and termination points of the Customer's service line. The Customer shall remain liable 
for maintenance of/for imperfections in or for damage, injury or loss resulting, directly or 
indirectly, from the escape of gas from that part of the Customer service line contained within 
the Customer's property. The Company shall have no obligation to install, maintain or repair said 
Customer service line. The Company shall not provide or pay, directly or indirectly, the cost of 
Customer service lines when competing with another regulated natural gas company, unless such 
company offers to provide or pay for Customer service lines, directly or indirectly, or unless 
such assistance is essential to induce a prospective Customer to utilize natural gas rater than an 
alternate source of energy. 

Issued: July23, 1999 + Effective: July23, 1999 
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29. Pressure Regulators: Where service is provided from low pressure lines, the company shall 
furnish the necessary pressure regulator or regulators, which regulator or regulators shall remain 
the property of the Company. 

Where service is provided from medium or high pressure lines, the Company shall at its 
expense provide and install a suitable regulator or regulators for reducing the pressure. The 
regulator or regulators shall be installed in the manner required by the Company, and they shall 
become the property of the Company. 

The Company shall install and maintain, at its expense, substantial housing in size and 
design for the regulator or regulators and the meter in order to protect them from the weather and 
molestation. If it becomes necessary to construct, operate and maintain a heater on the inlet side 
of the meter or high pressure regulator to maintain satisfactory operation of the regulator or 
regulators, the gas used in such heater shall be at the expense of the Customer and shall be taken 
from the outlet side of meter serving the Customer. 

30. Meters and Positive Shut off Drip: The Company shall furnish and install one meter and 
positive shut off drip if deemed necessary by Company of such size and type as the Company 
may determine will adequately serve the Customer's requirements, and such meter shall be and 
remain the property of the Company, and the Company shall have the right to replace it as the 
Company may deem it necessary. As indicated by Rule 11 above, Customer shall provide 
sufficient access to property to permit Company to install, maintain, repair or inspect the meter 
(as well as all other facilities or equipment) employed for Customer's service. 

31. Daily Measurement at Customers Facilities: In order to administer the provisions of any 
contract or special service arrangement, the Company may install and charge Customer for any 
additional gas measurement equipment Company deems necessary to record daily volumes 
consumed at Customer's facility. If Company determines that installation of such equipment is 
necessary, Customer's payment for and Company's installation of the equipment shall be a 
requirement for initiation andor continuation of the service pursuant to this rate schedule. 

Issued: July 23, 1999 + Effective: Ju1.y 23, 1999 
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#31. Daily Measurement at Customers Facilities Con't. 

In addition, Customer shall provide the necessary dedicated telephone service for the 
measuring system, shall pay all telephone company charges associated with such service 
including long distance charges, and shall be responsible for providing Company access to that 
telephone line on a continuous basis throughout the term of the service agreement. The Company 
may terminate service hereunder if Customer fails to provide the necessary dedicated telephone 
service on a continuing basis. 

32. Meter Location: The Company shall determine the location of the meter, which shall 
ordinarily be outside of any enclosed building and shall be accessible to the Company without 
the necessity of Customer presence or approval. When changes in a building or arrangements 
therein render the meter either inaccessible or exposed to hazards, the Company may require the 
Customer, at the Customer's expenses to relocate the meter together with any portion of the 
Customer's service line necessary to accomplish such relocation. 

33. Only Company Can Connect Meter: The owner or Customer shall not permit anyone who is 
not authorized agent of the Company to reconnect or disconnect the Company's meters, 
regulators or gauges or in any way alter or interfere with the Company's meters, regulators or 
gauges. 

34. Customer Piping: The Customer shall install, own, repair and maintain, at the Customer's 
expense, the Customer piping from the outlet of the meter to gas burning equipment The 
Company shall have no obligation to install, maintain or repair said piping. The Company shall 
not provide or pay, directly or indirectly, for house piping when competing with another 
regulated natural gas company, unless such company offers to provide or pay for house piping, 
directly or indirectly, or unless such assistance is essential to induce a prospective Customer to 
utilize natural gas rather than an alternate source of energy. 

35. Appliances: The Customer shall install and maintain all gas-burning equipment at the 
Customer's expense. The Company shall have no obligation to install, maintain, or repair 
appliances. 

Issued: July 23, 1999 + Effective: July 23, 1999 
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36. Standards for Customer's Property: The Customer's service line, Customer piping, fittings, 
valves, connections, equipment venting and all associated equipment shall be installed with 
materials and workmanship which meet the reasonable requirements of the Company and shall 
be subject to inspection or test by the Company. The Company shall have no obligation to 
establish service until after such inspection and test demonstrates compliance with such 
requirements of the Company with respect to the facilities in place at the time of the test 

The first inspection or test at any premises, including both service lines and Customer 
piping, shall be without charge. hi the case of leak, error, patent defect or other unsatisfactory 
condition resulting in the disapproval of the line or piping by the Company, the necessary 
correction shall be made at the Customer's expense; and then the lines and piping will be 
inspected and tested again by the Company. 

37. Discontinuance of Supply on Notice of Defect in Customer's Property: If the Customer's 
service line, Customer piping, pressure regulators, fittings, valves, connections, equipment, 
venting and any other associated equipment on a Customer's premises are defective or in such 
condition as to constitute a hazard, the Company, upon notice to it of such defect or condition 
and reasonable notice to the Customer, may discontinue the supply of gas to such Customer until 
such defect or condition has been rectified by the Customer in compliance with the reasonable 
requirements of the Company. 

38. No Responsibility for Materials or Workmanship: The Company is not responsible for 
maintenance of, or any imperfect material or defective or faulty workmanship in, the Customer's 
service line, Customer piping, pressure regulators, fittings, valves, connections, equipment, 
venting and any other associated equipment and is not responsible for any loss or damage arising 
from inadequate or improper maintenance or from imperfect material or defective or faulty 
workmanship. 

39. Inspection of Altered Piping: It shall be the duty of the Customer to notify the Company 
promptly of any additions, changes, alterations, remodeling or reconstruction affecting gas 
piping on the Customer's premises. 
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40. Stand-By Space Heating Service: The Company will not assume an obligation to finish gas 
to a prospective or transportation Customer or to continue to furnish gas to a present Customer 
for the rate applicable to his service, after having been notified by the company to do so, the 
Company upon the giving of notice of at least three days shall shut off all service to the premises 
occupied by such Customer. 

4 1. Availability: Available for use by commercial and industrial customers who: 

(1) purchase all or part of their natural gas requirements from sources other than Allen County 
Gas Transportation, Inc. and who request Allen County Gas Transportation, Inc. to be available 
to supply natural gas at that place of utilization; or 

(2) request Allen County Gas transportation, Inc. to provide a standby energy source at their 
place of utilization. 

Special Terms and Conditions. Service under this rate schedule shall be performed under a 
written contract between Company and the customer setting forth specific arrangements as to 
standby charge, maximum daily volumes of natural gas required by the customer from Company, 
points of delivery, methods of metering and other matters relating to individual customer 
circumstances. 

+ Effective: July 23, 1999 
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42. Extension of Distribution Main: The Company will extend its distribution mains without 
cost up to but not more than a distance of one hundred (1 00) feet for each prospective Customer 
who shall apply for and contract to use service for one (1) year or more and provides guarantee 
for such service. 

Where a distribution main extension of more than one hundred (100) feet is requested for 
residential or domestic purposes and all or part 6f such distribution main extension is not deemed 
economically justified at Company's expense, based on a cost-benefit study, Company shall 
require the applicant or applicants to provide a contribution in aid of construction and/or enter 
into a line extension agreement and contribute or deposit with Company the estimated cost of 
that portion of the distribution main extension which is not deemed economically justified at 
Company's expense, based on such study. The line extension agreement deposit will be refunded 
at the average cost of one hundred (100) feet for each bona fide Customer connected to the 
distribution main extension who will utilize gas for base load purposes and as the major source 
of energy. The classification of Customer shall be determined by Company at the time Customer 
is connected to the distribution main extension. No refunds shall be paid after the expiration of 
ten (10) years from the date of the agreement 

Where a distribution main extension of more than one hundred (100) feet is requested for 
commercial or industrial purposes and all or part of such distribution main extension is not 
deemed economically justified at Company's expense, based on a cost-benefit study, Company 
shall require the applicant or applicants to provide a contribution in aid of construction and/or 
enter into a line extension agreement and contribute or deposit with Company the estimated cost 
of that portion of the distribution main extension which is not deemed economically justified at 
Company's expense, based on such study. 

In no case shall the total of refunds exceed the amount deposited for the extension. Deposits 
will not draw interest. All extensions shall be the property of the Company. Where a main 
extension is deemed economically justified at the Company's expense based upon a cost-benefit 
study, no deposit shall be required. 
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43. These Rules and Regulations are subject to and include as part thereof all orders, rules and 
regulations applicable to the Company from time to time issued or established by the Public 
Service Commission of Kentucky under its power. 

44. The Company reserves the right to modify, alter or amend the foregoing Rules and 
Regulations and to make such further and other rules and regulations as experience may suggest 
and as the Company may deem necessary or convenient in the conduct of its business, and as the 
Public Service Commission of Kentucky may approve. 
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SECTION IV - GAS COST RECOVERY 

Determination of GCR: The Company shall file a Quarterly Report with the Commission 
which shall contain an updated Gas Cost Recovery Rate (GCR) and shall be filed at least thirty 
(30) days prior to the beginning of each calendar quarter. The GCR shall become effective for 
billing with the final meter readings of the first billing cycle of each calendar quarter. 

Definitions: For purposes of this tariff: 

(a) "Average Expected Cost" means the cost of gas supplies, including associated 
transportation and storage charges, and propane which results from the application of supplier's 
rates currently in effect, or reasonably expected to be in effect during the calendar quarter, on 
purchased volumes during the twelve month period ending with the reporting period to which the 
GCR will apply divided by the corresponding sales volume. Where the calculations require the 
use of volumes used during a given period, and those volumes did not exist for a particular 
source for the entire period, or the Company expects the volumes to change substantially, the 
Company expects the volumes to change substantially, the Company may make appropriate 
adjustments in its calculations. Any adjustments of this type shall be described in the quarterly 
Gas Cost Recovery Report 

(b) "Calendar Quarters'' means each of the four three month periods of (1) August, September 
and October; (2) November, December and January; (3) February, March and April; and (4) 
May, June and July. 

(c) "Reporting Period" means the three (3) month accounting period that ended approximately 
sixty (60) days prior to the filing date of the updated gas recovery rates; i.e., the calendar quarter 
preceding that during which the most recent Quarterly Report was flied. 

Gas Cost Recovery Charges: The Gas Cost Recovery component shall be $2.70 per Mcf 

+ Effective: July 23, 1999 
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Local Franchise Fee or Tax: There shall be added to the Customer's bill, as a separate item, 
an amount equal to the: proportionate part of any license, occupation, franchise, or their similar 
fee and Sales tax now or hereafter imposed upon Company by state and local taxing authorities, 
whether imposed by ordinance, franchise or otherwise, and which fee or tax: is based upon a 
percentage of the gross receipts, net receipts, or revenues of Company. Such amount shall be 
added exclusively to bills of Customers receiving service within the territorial limits of the 
authority imposing the fee or tax. Where more than one such fee or tax is imposed, each of the 
fees or taxes applicable to each Customer shall be added to the Customer's bill as a separately 
identified item. 
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P.S.C. KY. Adoption Notice No. 1 

ADOPTION NOTICE 

The undersigned ALLEN COUNTY GAS TRANSPORTATION, INC. of BOWLING 

GREEN, Kentucky hereby adopts, ratifies and makes its own, in every respect as if the same had 

been originally filed and posted by it, all tariffs and supplements containing rates, rules and 

regulations for furnishing natural gas service at the counties of Allen, and Warren in the 

Commonwealth of Kentucky, and in effect on the 23rd day of Julv. 1999, the date on which the 

public service business of the said Allen County Gas Trans., Inc. 

This notice is issued on the 23rd day of Julv 1999, in conformity with 807 KAR 5:Oll 

section 11 of the Regulations for the filing of Tariffs of Public Utilities with the Public Service 

Commission of Kentucky. 

ALLEN COUNTY GAS TRANSPORTATION, INC. 

BY: 

Robert E. Mitchell, Vice President, Treasurer 
Allen County Gas Transportation, Inc. 
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Allen County Gas Transportation, Inc. 

ANS WERT TO FILING DEFICIENCIES FOR CASE NO. 99-260 

ATTACHMENT I11 



Q) cn m a 
N N O W  U Y U J O O * b b  0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  b N m  

l c o m  m w  b N  
c o F b  - 

b b  b b  

- 7  
0 

0 0 0 0  o o o o o m l c  o m m o o o o o o o o o o o o o o  b W 0 )  
l c w o m  l c m o o b w o  o l c l c o o o m o m o o m o  w o w  N N 0 )  > r * m r  N N O r b m *  m r w m m N r m  o o m m  - -  N o m  * m o  

w z 2  L%zz w * y m  * b o b  * N  
b 0 ) W  7 
b W  

O 



I 
I 

~I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

~I 

0 cn lu a 



I 
I 
I 
I 
I 
I 
I 
I 

' ;  n 

> 
P 

I- 
0 
0 

I- 

W 
u) 

n 

- 
C 



'I 
I 
I 
I 
I 
I 
I 
I 

w K? 



I Y 
0 

> P 

+ 
0 
0 

I- 
W 
u) 

n 

I n O O O m N O  
W I n O O N I - I n  
I - N O I D ~ N W  
? - - I n  m I n W 0  a m ?  

p g k w s  

In *  

m m o o ~ m m  

- m - a m  
m N  

w m m  c n N a  
O N W  
P W I n  c n w o  
N N  



I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
1 
I 
~1 
~I 

2000 
Number of Volume 

Customers MCF 

5 95 
10 171 
80 912 
160 760 
240 684 
270 770 
320 912 
370 1055 
450 1283 
530 2518 
540 5130 
550 10450 
550 24738 

Avg. MCF'dCustomer 

95 2001 2002 
Number of Volume Number of Volume 

Customers MCF Customers MCF 

560 10640 860 1634C 
570 9747 870 14877 
620 7068 920 10488 
670 3183 970 4608 
720 2052 1020 2907 
730 2081 , 1030 2936 
740 2109 1040 2964 
750 2138 1050 2993 
775 2209 1075 3064 
825 3919 1125 5344 
840 7980 1140 10830 
850 16150 1150 21850 
850 69274 1150 99199 

Residential 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

5 400 
5 360 
7 336 
7 140 
9 108 
9 108 

1 1  132 
12 144 

14 280 
14 560 
15 1200 
15 3924 

13 156 

Avg. MCF'dCustomer 

400 
Commercial 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

16 1280 26 2080 36 2880 46 3680 
16 1152 26 1872 36 2592 46 3312 

864 28 1344 38 1824 48 2304 18 
18 864 28 560 38 760 48 960 
20 240 30 360 40 480 50 600 
20 240 30 360 40 480 50 600 
22 264 32 384 42 504 52 624 
22 264 32 384 42 504 52 624 

24 480 34 680 44 880 54 1080 
24 960 35 1400 45 1800 55 2200 
25 2000 35 2800 45 3600 55 4400 
25 8896 35 12632 45 16832 55 21032 

24 288 34 408 44 528 54 648 

2500000 
Transport 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

1 500000 
1 450000 
1 300000 
1 125000 
1 75000 
1 75000 
1 75000 
1 75000 
1 75000 
1 125000 
1 250000 
1 500000 
1 2625000 

Totals 

1 525000 1 551250 1 578813 1 607753.1 
1 472500 1 496125 1 520931 1 546977.8 
1 315000 1 330750 1 347288 1 364651.9 
1 131250 1 137813 1 144703 1 151938 
1 78750 1 82688 1 86822 1 91163 
1 78750 1 82688 1 86822 1 91163 
1 78750 1 82688 1 86822 1 91163 
1 78750 1 82688 1 86822 1 91163 
1 78750 1 82688 1 86822 1 91163 
1 131250 1 137813 1 144703 1 151938 
1 262500 1 275625 1 289406 1 303876.6 
1 525000 1 551250 1 578813 1 607753.1 

1 2894063 1 3038766 1 3190704 1 2756250 

Confidential 

Allen County Gas Transportation, Inc. 
Projected Number Of Customers & Usage Rates 

1160 22040 

1220 13908 
1170 20007 

1270 6033 
1320 3762 
1330 3791 
1340 3819 

1375 3919 
1425 6769 
1435 13633 

14501 129077 

1350 3848 

1450 27550 

1460 27740 

1520 17328 
1570 7458 

1470 25137 

1620 4617 
1630 4646 
1640 4674 
1650 4703 
1675 4774 
1725 8194 
1735 16483 

1750 159002 
1750 33250 
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Allen County Gas Transportation, Inc. 
5 Year Financial Performa 

2000 
;ALES & REVENUES 

NAT-RESIDENTIAL 222642 
NAT--COMMERCIAL 31 392 

N AT--TRAN S PO RT 7481 250 
'OTAL NATURAL GAS SALES 7735284 
ITHER SALES: 

SERVICE CHARGES 29145 
CONNECT & RE-CONNECT CHARGES 13875 
FIBER OPTICS 
MISCELLANEOUS 

'OTAL SALES & REVENUES 
:OST OF SALES 
;ROSS PROFIT 
)PERATING EXPENSES 

PAYROLL 
PAYROLL RELATED 
OFFICE LEASE 
OFFICE EXPENSE 
ADVERTISING 
EQUIPMENT RENTAL 
UTILITIES 
TELEPHONE EXPENSE 
LICENSES 
REPAIRS 
INSURANCE 
PROFESSIONAL SERVS 
MISCELLANEOUS 
BAD DEBTS 
DEPRECIATION 
INTEREST EXPENSE 

'OTAL OPERATING EXPENSES 

:ASH INCOME FROM OPERATION 
'INCOME TAXES 30% 

90000 
5550 

7873854 
71 64887 
708967 

174000 
261 00 
81 00 
6000 
3600 
2400 
1800 
3600 
600 

12000 
12000 
4200 
6000 

0 
75360 

300000 
635760 

73207 
21 962 

2001 

623466 
671 36 

785531 3 
854591 5 

0 

68860 
7475 

240000 
2990 

8865240 
7651 573 
1213666 

21 6000 
32400 
13200 
61 80 
3708 
2472 
1854 
3708 
61 8 

12360 
12360 
4326 
61 80 

44326 
94200 

300000 
753892 

459774 
137932 
321 842 

2002 

892791 
101 056 

8248078 
9241 925 

97690 
7475 

300000 
2990 

9650080 
8115912 
1 5341 68 

267600 
40140 
13596 
6365 
381 9 
2546 
1910 
381 9 
637 

12731 
12731 
4456 
6365 

48250 
106800 
300000 
831 765 

' 702402 
21 0721 
491 682 

2003 

1161689 
134656 

8660482 
9956827 

126455 
7475 

360000 
2990 

10453747 
8598620 
1855126 

275628 
41 344 
14004 
6556 
3934 
2623 
1967 
3934 
656 

13113 
13113 
4589 
6556 

52269 
1 19340 
300000 
859625 

995501 
298650 
696851 

2004 

1431014 
168256 

9093506 
10692776 

155255 
7475 

420000 
2990 

1 1278496 
9100991 
21 77505 

283897 
42585 
14424 
6753 
4052 
2701 
2026 
4052 
675 

13506 
13506 
4727 
6753 

56392 
125640 
300000 
881 689 

129581 5 
388745 
907071 JET INCOME 51 245 

I 
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Allen County Gas Transportation, Inc. 
5 Year Financial Performa Con't 

Residential MCF's 
Commercial MCF"s 
Transport MCF's 
TOTAL MCF's 

RESIDENTIAL RATE 
COMMERCIAL RATE 
TRANSPORT RATE 

COST PER MCF 
# OF CUSTOMERS 
RESIDENTIAL 
COMMERCIAL 
TRANSPORT 
TOTAL CUSTOMERS 
SERVICE CHGIRES. 
SERVICE CHGICOMM. 

2000 

95 24738 
400 3924 

2625000 
2653662 

9.00 
8.00 
2.85 

2.70 

550 
15 
1 

566 
$ 7.00 $ 

$ 30.00 $ 

2001 2002 2003 2004 

69274 991 99 129077 159002 
8392 12632 16832 21032 

2756250 2894062.5 3038765.63 31 90703.91 
2833916 3005893.5 3184674 3370737 

9.00 9.00 9.00 9.00 
8.00 8.00 8.00 8.00 
2.85 2.85 2.85 2.85 

2.70 2.70 2.70 2.70 

850 1150 1450 I 750 
25 35 45 55 

1 1 1 1 
876 1186 1496 1806 

7.00 $ 7.00 $ 7.00 $ 7.00 
30.00 $ 30.00 $ 30.00 $ 30.00 
70.00 $ 70.00 $ 70.00 $ 70.00  SERVICE CHGITRANSP $ 70.00 $ ~ .. 

Page 2 
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Allen County Gas TransportaEion, Inc. 

ANSWERS TO FILING DEFICIENCIES FOR CASE NO. 99-260 

ATTACHMENT IV 
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Allen County Gas Transportation, Inc. 

ANS W E B  TO FILING DEFICIENCIES FOR CASE NO. 99-260 
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Memorandum No. L 

Confidential Private Placement Memorandum 

$200,000 

200 Shares of Common Stock 

Allen County Gas Transportation, Inc. 

A Kentucky Corporation 

Allen County Gas Transportation, Inc. 
P.0. Box 51681 

Bowling Green, Kentucky 42101 
502-846-4202 
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Confidential Private Placement Memorandum 
$200,000 

200 Shares of Common Stock 
Allen County Gas Transportation, Inc. 

By this Memorandum, Allen County Gas Transportation, Inc. (the“Company”), is 
offering for purchase 200 Shares of the Company’s Common Stock (“Common 
Stock”), no par value. The price per share is $1,000 or a total of $200,000 for the 
entire offering of 200 Shares. The minimum purchase required is a unit of 8 Shares 
for $8,000.00 purchased only in even amounts. 

THESE SECURITIES ARE OFFERED AS A SPECULATION AND INVOLVE A 
HIGH DEGREE OF RISK. SEE “RISK AND OTHER IMPORTANT FACTORS”. 

THESE SECURITIES HAVE NOT BEEN REGISTERED WITH OR APPROVED 
OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE 
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAVE ANY 
SUCH AGENCIES PASSED UPON THE ACCURACY OR ADEQUACY OF THIS 
MEMORANDUM. 

THE SHARES OF COMMON STOCK OFFER HEREBY WILL BE 
CONSIDERED “RESTRICTED SECURITIES” FOR THE PURPOSES OF 
FEDERAL SECURITIES LAWS AND MUST BE HELDFOR INVESTMENT 
PURPOSES ONLY. SEE “RISK FACTORS’. 

TOTAL SHARES PRICE TO UNDERWRITING PROCEEDS TO 
200 INVESTORS COMMISSIONS (1) ISSUER (2) (3) 

PER SHARE -0- 
TOTAL $200,000 -0- $200,000 

(1) There are no Underwriting commissions 
(2) Assuming all Shares offered hereby are sold 
(3) If all Shares are purchased, the total price to the public will be 
$200,000. Total proceeds to the Company will be $200,000 There is no 
Broker’s Commission. 

THE OFFERING PRICE PER SHARE HAS BEEN DETERMINED 
ARBITRARILY AND THERE IS NO REPRESENTATION, ACTUAL OR 
IMPLIED, THAT A MARKET FOR THESE SHARES WILL DEVELOP, OR 
THAT IF A MARKET DOES DEVELOP, THAT THE SHARES WILL SELL AT 
A PRICE EQUAL TO OR GREATER THAN THE PRICE PAID BY THE 
INVESTORS IN THIS PRIVATE PLACEMENT. 

The date of this Private Placement Memorandum is January 5,1999. 

2 



FORWARD TO OFFEREES 

ANY REPRODUCTION OR DISTRIBUTION OF THIS PRIVATE PLACEMENT 
MEMORANDUM, IN WHOLE OR IN PART, OR THE DIVULGENCE OF ANY OF IT 
CONTENTS, WITHOUT THE PRIOR WRITTEN PERMISSION OF THE COMPANY, IS 
PROHIBITED. THIS PRIVATE PLACEMENT MEMORANDUM IS FURNISHED FOR THE 
SOLE PURPOSE OF THE OFFEREE TO WHOM I" IS DELIVERED BY THE COMPANY, AND 
FOR SOLE PURPOSE OF PROVIDING INFORMATION WGARDING THE SECURITIES 
PROPOSED TO BE SOLD BY THE COMPANY. NO OTHER USE OF THIS INFORMATION IS 
INTENDED OR AUTHORIZED. 

EACH PROSPECTIVE INVESTOR SHALL BE REQUIRED TO ESTABLISH TO THE 
SATISFACTION OF THE COMPANY THE (1) HE OR SHE HAS KNOWLEDGE AND 
EXPERIENCE IN FINANCIAL AND BUSINESS MATTERS. (2) THAT HE OR SHE IS CAPABLE 
OF EVALUATING THE MERITS AND RISKS OF THE PROSPECTIVE INVESTMENT AND (3) 

INVESTMENT. 
THAT THE PROSPECTIVE INVESTOR IS ABLE TO BEAR 'rm ECONOMIC RISK OF THE 

PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS PRIVATE 
PLACEMENT MEMORANDUM AS LEGAL, TAX OR BUSINESS ADVICE. EACH INVESTOR 
SHOULD CONSULT WITH HIS OR HER OWN ATTORNEY, BUSINESS ADVISOR AS TO 
LEGAL, BUSINESS AND RELATED MATTERS CONCERNING THIS INVESTMENT. 

Prospective investors and their representatives, if any, are urged to carefully review 
this Private Placement Memorandum. For the purpose of enabling such persons to 
verify the information contained here in, they are encouraged to contact the 
Company directly to personally obtain such information. Copies of all documents, 
contracts, financial statements and other Company records referred to herein will 
be available for inspection during normal business hours won  request to the 
Company. Purchasers of the Shares offered hereby will be required to execute a 
Subscription Apreement and to acknowledge therein that they or their 
representatives, if any, were given the oDportunity to obtain such information and 
that they either did or so elected to waive such opportunity. 
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THE OFFERING 

Through this Private Placement Memorandum, the Company is offering to a limited 
group of private investors 200 of its Common Shares a t  a purchase price of 1,000 per 
Share. The minimum Shares which can be purchased in this offering are 8 Shares 
requiring an investment of $8,000.00. All subscribers to this Private Offering must 
agree that these securities are being purchased for investment and not with the 
intent to resell them. 

Use of Proceeds 

Office Expense: 
Salaries: 
Computer and Office Equipment: 
Bond Consultation: 
Gas Marketing Consuslting 
Attorneys: 
Accountants: 
Engineering: 

$6,000.00 
($54,000.00) 

$15,000.00 

$30,000.00 
$25,000.00 
$1 0,000.00 

TOTAL: $200,000.00 

Capitalization 

The following table sets forth the capitalization of the Company as of January 5, 
1999 and as a adjusted to give effect to the sale of the issuance of Common Stock 
being sold hereby: 

Stockholders’ Equitv: 

Common Stock, Authorized, 1,000 @ $0 par value 
Common Stock Issued and Outstanding: 800 
Common Stock Offered Hereby: 200 
Additional paid-in capital: 0 
Accumulated Deficit: 0 

DIVIDENDS 
(Dividend Policy) 
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The Company will retain 25% of near future earnings to insure the early and safe 
growth of its business. After such requisite growth, however, dividend payments will 
be distributedfpursuant to corresponding Shares held by the investors. Dividends 
will be distributed from a pool of earnings representing 75% of the total net 
earnings of the Company during the first 5 years. Subsequently 100% of the 
earnings will be distributed net of reasonable salaries of officers and audited 
expenses of the business. There is no guarantee however that satisfactory growth 
will take place, affording the payment of dividends in the short or  long term (See 
Risk Factors). 

Background 

In early 1994 the Company entered into a contract to furnish natural gas to an 
asphalt plant in Allen County, KY. In the general course of the development work 
associated with the contract the principles realized there was opportunity for a gas 
pipeline to service a substantial natural gas customer base along the new highway 
231 soon to be constructed. Subsequently the Company sought assistance from Allen 
County to create a tax favorable bond issue to finance the project. Requisite to such 
financing, was a feasibility study on the targeted area. The Company hired an 
independent counsultant to prepare such an analysis and survey. 

The survey concluded that approximately 35% of 2000 (circa 1994) residences in the 
area of the proposed pipeline corridor would become pipeline customers. Combining 
adjacent Warren County residences the potential residential users would be 
approximately 700 total homes immediately adjacent to the line that could benefit 
greatly from the service of natural gas. The study also found that there is as many 
as 25 businesses that would could benefit with the convenience of a natural gas 
hookup. 

Other targets of opportunity mentioned in the survey included a new hospital and an 
upgrade of pipeline service to Scottsville to replace an aging low pressure 
insufficient gas line service. It is believed that the County also plans to pursue the 
construction of an industrial park adjacent to the proposed line. In addition, the 
1994 survey concluded that several large companies showed interest in locating to 
the area if it were 'supplied by natural gas, because of its central location and the 
availability of quality employees. 

In October of 1994 Allen County Fiscal Court approved a bond resolution 
supporting the project with the Company. However, a postponement in the 4 lane 
construction delayed the project. A Certificate of Service for the initial phase of the 
project has been issued by the Public Service Commission which means that only 
updates to the original 1994 resolution need to be made with an updated feasibility 
study be drawn. During the postponement it was determined that the pipe tranport 
system could be enchanced with a parallel fiber optics system thereby hooking the 
area into high tech.globa1 communications. (See Use of Proceeds) 
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Executive Summary 

Allen County Gas Transportation, Inc. was formed April 8, 1994 pursuant to 
Chapter 271B of the Kentucky Revised Statutes. The, current Board of Directors 
includes the following: 

Denis Toftness 
215 North Seventh Street 

Montevideo, Minnesota 56265 

Timothy Sharp 
8304 Scottsville Road 

Bowling Green, Kentucky 42122 

Robert Mitchell 
3105 Huntmaster Dr. 

Bowling Green, Kentucky 42104 

The 16 mile pipeline corridor from Bowling Green through Alvalon to Scottsville is 
the focus and subject of this memorandum. According to State of Kentucky real 
estate data, the land adjacent to the proposed pipeline is one of the fastest growing 
residential areas in south central Kentucky. Within three quarters of a mile of the 
planned pipeline, along new highway 231, there are approximately 2,500 homes, 
85% of which are less that 6 years old and current development. The steady growth 
of Bowling Green eastward and Scottsville westward have essentially connected the 
two jurisdictions at Alvaton, located between the two cities. Alvaton has no natural 
gas supply and domiciles approximately 670 of the new home construction occurring 
during the past two years. (Cited Above). 

The construction of highway 231 from two to four lanes affords the most economical 
opportunity to install a pipeline. If this line can be successfully laid in concert with 
highway construction, normal costs associated with laying the line may be reduced 
by as much as 20 to 30%. Once completed, it will be poised to serve the existing 
residential subdivisions along the line and those new developments planned as a 
result of an expanded Highway 231. If these factors do occur, gas distribution along 
the corridor will have a substantial potential as current needs are met and 
expanding requirements due to the anticipated development of residential and 
industrial projects that could occur as a result of the expanded highway and the 
pipeline’s very existence. There can be no guarantee that any of these events will 
take place, however, which could negatively effect the value of the Shares purchased 
hereby and the anticipated return on investment. (See Risk Factors) 

I 
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Total Shares Authorized and Outstanding 

NAME NUMBER OF SHARES 

Denis Toftness 
President, CEO, Director 

Tinothy Sharp 
Vice President, COO, Director 

Robert Mitchell 
Vice President, Director 

300 

300 

50 

Direct Drilling & Sales 50 

Gunnar Johnson Trust 50 

Bond Consultants Rights and Warrants 50 

Shares per this Private Placement Memorandum 200 

TOTAL SHARES AUTHORIZED AND OUTSTANDING: 1.000 

(* SEE DESCRIPTION OF SECURITIES, PAGE 13) 

Cost of the Proiect 

I t  is anticipated that the laying of the pipeline, if done in concert with the 
construction of Highway 231, will cost approximately $5,000,000. It  is anticipated 
that the cost of this construction will be financed through tax favorable industrial 
development bond financing, to the extent permitted by law. The Company is in the 
process of renewing previously issued inducements with Allen County, Kentucky to 
create such financing. These bonds will be Authorized by the County as an “in 
the public good” project, creating employment, utility infrastructure enhancements 
and high tech fiber optic communication access. In gaining this Authorization the 
Company becomes the Issuer and must duly adopt such ordinances and resolutions, 
as necessary, for the purpose of authorizing the issuance of tax exempt project 
revenue Bonds for the benefit of the Company. The Bonds will be issued pursuant to 
an Indenture between the Company and a trustee to be determined and sold 
pursuant to an Official Statement outlining, among other things, source and use of 
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funds, risk factors, description of the Bonds, source and payment and security of the 
Bonds. 

The Company has hired the firm of Corporate Financial Consultants of 
Minneapolis, MN to write and formulate the feasibility of the project, supervise the 
inducement authorizations (once issued), and interface with recognized Bond 
Counsels, Corporate Counsel and independent accountants. In addition Corporate 
Financial Consultants will introduce the project to fixed income NASD Broker / 
Dealer Firms in Minneapolis, MN and elsewhere. (See Use of Proceeds). 

By creating a bond issue, as described herein, with a favorable debt rate, the 
investor in this project is effectively “leveraging” his or her investment by the 
amount of the debt raised by the Bond Issue. The Bond actually represents funding 
that in all probably would have to be raised through a much larger equity financing 
than that proposed hereby. 

There is no guarantee, however that the Bond issuance will occur and if it does 
occur that the Bonds will be successfully sold. And if successfully sold the obligation 
of the Bond debt becomes the entire responsibilitv of the Company and NOT the 
AuthorizinP iurisdiction, Allen Countv, KY. This places the debt burden on the 
Company which it may not be able to service if the favorable marketing and 
distribution factors described herein do not successfully take place. 

The Purpose and “Product” of the Company 

The Company has entered into an agreement (August, 1998) with Tenneco 
(Tenneco) National Gas Pipeline, a nationwide seller and distributor of natural gas. 
Through the issuance of tax exempt project revenue bonds (Bonds) the Company 
intends to finance a hookup into a Tenneco distribution line that is convenient to 
Highway 231 in Allen County. The Company then plans to lay a distribution 
network of lateral lines to serve customers along the Highway 231 corridor. From a 
tap convenient to Hwy 231 the Company intends to purchase gas from Tenneco for 
an estimated $3.00 per thousand cubic feet (MCF) of gas. The Company’s 
subsequent intentions are  to distribute and sell this gas to a residential and industrial 
customer base along Highway 231 through a main 6” trunk line and a lateral 
pipeline system funded by the Bond issue. PLEASE NOTE, since part of the 
proceeds of this memorandum are to fund a complete Feasibility Study for bonding 
purposes, complete and verified projections are  not available a t  this time. For 
validity purposes, similar adjacent areas to Allen County are being charged at a rate 
for industrial users a t  $8.56 per MCF and low volume residential users are charged 
$9.56 per MCF. 

The Allen County pipeline once constructed, will consist of a 6” steel main trunk 
line running a corresponding route to Hwy 231 for approximately 16 miles with 
approximately 20 miles of smaller’ diameter lateral lines forking off from the main 
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line to service the intended customer base. Lateral lines will be networked into the 
various subdivisions and industrial parks. From that point the customer desiring gas 
must pay to hook to the lateral serving line through a 1” pipe to the customer’s 
meter. The cost to the customer for this local hookup will be prorated on the gas bill 
over a 6 month period. The cost of the main trunk line and the lateral lines will be 
funded in the Revenue Bond, when and if issued. (See Risk Factors) 

Marketing & Sales 

It  is believed, based on the national average of customer sigh-ups for start up gas 
provider companies, that the Company appears to have the potential of becoming a 
profitable business, as a buyer, transporter and seller of natural gas early-on in its 
development. [There is no guarantee that the following data and assumption selected 
to support this belief are  accurate, or the subseauent proiected sales and marketing 
results stated below will ever take place). (See Risk Factors). 

There is an estimated gas purchasing base of 2,500 residential customers along the 
Hwy. 231 corridor. According to national averages for natural gas jurisdictions in 
the same latitude, as north central Kentucky, newly organized and funded natural 
gas sellers have averaged signing and hooking-up 35% of their residential customers 
base, over an initial two year period. If this statistic holds true in the Company’s 
marketing efforts, the Company will sign 875 residential natural gas patrons the 
first two years of the Company’s operations. 

The Company feels, conservatively, that it will be able to sign 25 commercial 
operators during the same two year period. All this is logistically possible since 
multiple installations can occur at the same time anywhere along the lateral system. 
By this Memorandum the Company will have sufficient capital to begin solicitations 
immediately and as the lateral lines are laid, hookups can begin whether or not gas is 
pressured into the lines. 

Marketing Assumptions 

Assuming a gas customer in a 2,500 square ft. house (typical of the homes in the area 
along Hwy. 231) spends on the average $1,434.00 per year for gas or 15OMCF @ 
$9.56; total revenues from 875 residential users would be approximately 
$1,255,000.00. The 25 industrial users can be expected to use approximately 
2000MCF @ $8.56. Operating income from the 25 commercial operators would be 
an estimated $1,700,000.00. Combined residential and commercial revenues could 
reach $2,955,000.00. If these averages can be attained, net the cost of gas ($3.00 per 
MCF), overhead and debt service the Company theoretically would realize earnings 
of approximately $1,230,000; in full compliance with the state regulatory agency. 
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Public Service Regulation 

# 
# 

~I 
I I The rates for natural gas service are regulated by the State of Kentucky Public 

Service Commission. In all cases the rates are  determined by underlying costs and 
certain expenditures of the gas providers, monitored by the Commission on a regular 
basis. Although the profit potential in an exclusive public utility environment could 
be substantial, there are a caps and rates established !by the Commission, as in any 
public utility, to avoid monopolistic price gouging practices. (See Risk Factors). 

Competitive Factors 

The Company, through the Bond Authority and the %ate Regulatory Commission, 
will effectively be granted an implicit territorial right of way. This designation will 
be essentially determined by a main 6” line running along the 16 miles of Hwy. 231 
and the lateral extensions branching from that line into prescribed residential and 
commercial subdivisions. Once the Company has been granted the right of away and 
following the actual laying of the infrastructure, it is highly unlikely that a 
competing operation would be allowed to lay down a juxta posed pipeline system on 
top of the Company’s established network. Such an event would be logistically 
cumbersome, perhaps illegal and probably not economically feasible. 

There are competitive energy products available to the proposed patrons of the 
Company. These would be propane, electricity and wood. According to Company 
research of Federal Registry Information, national averages for heating costs per 
hour favor natural gas by a wide margin. Operating at 33,000 BTUs per hour the 
cost of propane is $.35 per hour, electricity $.SO per hour and wood with 25,000 BTU 
costs $.66 per hour. Fuel oil usage in the Bowling Green area, according to local 
information is very small if non existent and is therefore not a competitive factor. 
Meanwhile, natural gas, at $.20 per 33,000 BTUs per hour, is more convenient and 
more efficient than propane or wood in its applications for home heating, hot water 
heaters and dryers. The same can be said for the cleanness and convenience of 
electricity but the cost of electricity is substantially higher than natural gas for most 
if not all heating applications. 

Risk Factors 

AN INVESTMENT IN THE SHARES BEING OFFERED HEREBY IS HIGFILY 
SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK. INVESTORS 
COULD LOSE THEIR ENTIRE INVESTMENT. PROSPECTIVE INVESTORS 
SHOULD CAREFULLY CONSIDER THE FOLLOWING FACTORS, ALONG 
WITH OTHER INFORMATION SET FORTH IN THIS MEMORANDUM, IN  
EVALUATING THE COMPANY AND ITS BUSINESS BEFORE PURCHASING 
THE SHARE OFFERED HEREBY. 
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1. The Company was recently organized into a buyer and seller of natural gas and 
has not begun operations; accordingly, it must be considered a development stage 
company. The Company has an immediate need for the capital which is proposed to 
be raised through this Private Placement Memorandum. The Company’s success 
will depend principally upon its ability to (1) act upon a contract to purchase gas 
from Tenneco (Tenneco) National Gas Pipeline, (2) develop the tax favorable bonds 
with Allen County, KY, necessary to fund the pipeline, (3) acquire and develop a 
significant natural gas customer base, (4) operate a satisfactory customer billing 
system, and (5) deal with problems, expenses and delays frequently associated with 
the establishment of a new venture. In  formulating this Private Placement 
Memorandum, the Company relied on the experience and judgment of its officers, 
with no recent marketing studies evaluating the demand for it natural gas. The 
Company believes that its estimate of the capital, personnel and facilities required 
for its proposed operations are  reasonable, but until the Company commences 
operations it will not be possible to determine the accuracy of such estimates. The 
Company has not had any operating experience and therefor has no bases, other 
than its management’s experience in previous gas recovery and pipeline projects 
(See Management). 

2. Government Regulations: The rates for natural gas service are  regulated by the 
State of Kentucky Public Service Commission. In all cases the rates are  determined 
by underlying costs and certain expenditures of the gas providers, monitored by the 
Commission on a regular basis. Although the profit potential in an exclusive public 
utility environment could be substantial, there are a caps and rates established by 
the Commission, as in any public utility, to avoid monopolistic price gouging 
practices. 

3. Dependence on Key Personnel: The Company will be highly dependent upon the 
personal efforts and abilities of key management. Presently the Company will be 
entirely dependent upon the gas recovery and distribution experience of Mr. Sharp 
and Mr. Mitchell and the administrative experience of Mr. Toftness; When and if 
the Bonds are issued, the Company intends to enter into employment agreements 
with Mr. Sharp and Mr. Mitchell establishing certain future incentives inducements 
to encourage their remaining with the Company and insuring against the untimely 
loss (death) of either of their services to the Company and investors. 

4. Absence of Dividends: The Company has not paid any dividends of its capital 
stock since its incorporation and does not intend to pay any cash dividends in the 
foreseeable future except with respect to the Shares (See Dividend Policy). 

5. Control by Existing Management: Upon the completion of this offeringassuming 
all Shares are sold, the Company’s founders will own 60% of thestock issued and 
outstanding. Accordingly, the Company founders willcontrol a majority of the 
Company’s Common Stock and if they act inconcert they control the election of 
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Directors and the appointment ofofficers. (See Description of Securities and 
Principal Stockholders and Dividend Policy herin). 

6. Dilution: The Company may issue additional equity securities to employees and 
third party financing sources in amounts that are  uncertain at  this time. As a result, 
purchasers of Shares offered hereby will be subject to dilution pro rata to the Shares 
issued to employees and third p a w  financial sources. 

7. Determination of Offering Price: The offering price of the Shares has been 
arbitrarily determined by the Company and bears no relationship to the Company’s 
current prospective earnings, book value, net worth or financial statement criteria. 
The factors considered in determining such offering price include an evaluation by 
management of the Company, of the business potential and earnings prospects of the 
Company and the relationship of these factors to comparable companies. Such 
factors are largely subjectively determined and have no relationship to the Shares 
offered hereby. Therefore the offering price does not necessarily reflect the fair 
market value of the Shares. 

8. No Public Market: There is currently no public market for the Company’s 
Common Stock and Shares, and there will be no public market for such securities 
following this offering. There can be no assurance that a public market will develop 
in the future of if it is developed that it will be sustained. Accordingly, there can be 
no assurance that purchasers will be able to resell such securities at the private 
offering price or at any price. 

9. Lack of Liquidity: The Shares have not been registered under the 1933 Act or the 
securities laws of the various states in which the Shares are offered. All persons who 
purchase the Shares offered hereby will be required to execute a Subscription 
Agreement and Investment Letter, which provides, in part, that the purchaser will 
not sell, transfer, pledge or otherwise dispose the Shares for value. 

Management 

Denis A. Toftness, President and CEO. Mr. Toftness is a successful chief executive of 
Urethane Systems, Inc., Montevideo, MN overseeing operations in Minnesota, North 
and South Dakota, with 22 years of experience in urethane and associated coating 
applications. Mr. Toftness is president of Setco Utility which is in the process of 
developing operations in Kentucky. Mr. Toftness attended Mankato State 
University, Mankato, MN and is a decorated Vietnam Marine veteran. He is active 
in the Urethane Foam Contractors Association, Associated Building Contractors and 
is a member of the American Legion and Past Commander of the V.F.W. Post in 
Montevideo, MN. 

Timothy Sharp, Controller and COO. From 1986 to present has served in natural 
gas sales, exploration, and development where he managed the installation of Cajun 
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Pipeline in Clinton County, Kentucky, served as prqject manager for Apache Oil 
and Gas of Houston, TX where he installed natural gas installations and hookups 
into Texas Eastern Gas Transmission lines. Mr. Sharp served McKenzie Methane of 
Houston, TX, and as Project Manager Setco Utility, and Viking Energy as manager 
of pipeline operations in Warren County, KY. From 1982 to 1985 Mr. Sharp was 
president and founder of Sharp Oil involved in drilling oil and gas in Appalachia, 
Louisiana and Alabama. 

Robert Mitchell, Vice President. Mr. Mitchell started in the oil and gas business in 
1993 as a account executive for a large oil and gas exploration firm. In 1994, He 
formed his own drilling company which has successfully funded and managed over 
seventy oil and natural gas drilling programs to date. Prior to his oil and gas 
activities, he was in real estate sales and property management from 1987 to 1993. 
Mr. Mitchell is a graduate of Western Kentucky University. 

Discription of Securities 

The Company's common stock, no par value, is the only class of capital stock 
authorized under the Company's Articles of Incorporation. There were 1,000 
authorized Common Shares of which 1,000 Shares will be outstanding immediately 
after the offering, if all Shares offered hereby are purchased. Each holder of 
Common Stock has one vote per share upon all matters voted upon by shareholders. 
Such voting rights are non-cumulative so that Shareholders holding 50% or more of 
the Shares of Common Stock are able to elect Directors and appoint Officers and 
prevail in other voting matters. (See Dividend Policy page 5)  (See Risk Factors) 

Each holder of these Shares of Common Stock is entitled to participate equally in 
dividends, as outlined in Dividend Policy herein, and as when declared by the Board 
of Directors out of funds legally available thereby and is entitled to participate 
equally in the distribution of assets in the event of a liquidation. A11 Shares, when 
issued and fully paid, are nonassessable and are not subject to redemption and have 
no conversion rights. (See Stock Distribution page 7, Dividend Policy page 5) 

Financial Information 

Messrs. Toftness and Sharp have invested personal cash and time into the 
development of the Company, starting as early as 1994. In planning for the line to be 
constructed at  that time they ordered and personally paid for engineering 
specifications and market feasibility studies. This early work, much of it completed 
during a span of time from 1994 to 1996, had to be shelved due to delays in the 
proposed construction of Highway 231. Since the engineering and right-of-way 
formulations depended principally on constructing the lline in concert with building 
Highway 231, it was not then practical to lay the line independent of the Highway 
construction. However, virtually all the previously developed engineering planning 
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has applicability to the renewed 1999 effort, described herein. The same can be said 
for a major portion of the 1994 Feasibility Study which has value in supporting the 
new marketing data that will be required to bring the feasibility of the project up to 
date. In effect, those investing hereby become the beneficiaries of the early-on 
developmental commitments of Messrs. Toftness and Sharp. 

Financial Data 

An unaudited financial statement of the Company's business is available for investor 
review separate of this Private Placement Memorandum. All future annual financial 
reports of the Company will be audited and made available to all Shareholders. 
Investors are encouraged ask questions regarding the present financial standing of 
the Company and to contact officers of the Company during normal business hours 
to learn more of the efficacy of the material and data presented herein. 
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IMPORTANT: PLEASE READ CAREFULLY BEFORE SIGNING; 
SIGNIFICANT REPRESENTATIONS ARE CALLED FOR HEREIN 

SUBSCRIPTION AGREEMENT & 
LETTER OF INVESTMENT INTENT 

Allen County Gas Transportation, Inc. 
PO Box 51681 

Bowling Green, KY 42101 (502-842-9694) 

Gentlemen: 
The undersigned (the "Subscriber") hereby subscribes to purchase upon terms and conditions 
set forth below 
Kentucky corporation, (the Company). A bank or cashier's check payable to Allen County 
Gas Transportation, Inc., in the amount of $ 
$1,000.00 per Share is delivered herewith. The subscriber agrees that this subscription is 
contingent upon acceptance by the Company and that this Subscription may not be withdrawn 
until accepted or rejected by the Company. 

1. 

(the "Shares" of Allen County Gas Transportation, Inc. a 

for such Shares at a price of 

- _  
General Representations -The Subscriber acknowledges and represents as follows: 

(a) The Subscriber has received, carefully reviewed and is familiar with the 
Confidential Private Placement Memorandum of the Company dated January 5,1999 
and all material incorporated by reference therein or delivered therewith (the 
"Memorandum"). 

(b) The Subscriber has been given full access to information regarding the 
Company (including the opportunity to meet with Company officers and review all 
the documents that Subscriber may have requested) and has utilized such access for 
the purpose of obtaining all information the Subscriber deems necessary for purposes 
of making an informed investment decision and to verify the Memorandum. 

(c) 
speculative investment and involves a high degree of risk, that the Company may 
need additional financing in the future and that the Company makes no assurances 
whatever concerning the present or prospective value of the Shares. 

The Subscriber understands that the purchase of the Shares is a highly 

(d) The Subscriber has obtained, to the extent he or she deems necessary 
personal professional advice with respect to the risks, inherent in an investment in the Shares 
and the suitability of such investment in light of the Subscribers personal financial condition 
and investment needs. Unless the Subscriber has othewise advised the Company in writing, 
the Subscriber did not employ the services of a purchaser representative, as defined in the 
Securities and Exchange Commission's Regulation D, in connection with this investment. 

( 
business matters to be capable of evaluating the merits and risks of a prospective investment 
in the shares, is experienced in making investments which involve a high degree of risk and is 

(e) The subscriber has sufficient knowledge and experience in financial and 
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sophisticated in making investment decisions and believes that he or she is able to bear 
the economic risk of an investment in the Shares, including the total loss of such 
investment. 

(9 That the Subscriber realizes that (i) the purchase of the Shares is a long-term 
investment, (ii) the purchaser of the Shares must bear the economic risk of the investment 
for an indefinite period of time because the Shares have not been registered under the 
Securities Act of 1933, as amended (the "Act"), or applicable state laws, and, therefore, the 
Shares cannot be sold unless they are subsequently registered under the Act and such 
state laws or exemptions from such registration are available, (iii) there is no public market 
for the Shares and the Subscriber may not be able to liquidate his or her investment in the 
event of an emergency or pledge the Shares as collateral security for loans and (iv) the 
transferability of the Shares is restricted and (A) requires conformity with the restrictions 
contained in paragraph 2 below and (B) will be further restricted by a legend placed on the 
certificate(s) representing the shares and warrants stating that they have not been 
registered under the Act and applicable state laws and referencing the restrictions on 
transferability of the Shares. 

2. No Registration Under the Securities Laws - The Subscriber has been advised that the 
Shares are not being registered under the Act or state securities laws pursuant to exemptions from - -  
the Act and such laws and that the Company's reliance upon such exemptions is predicted in part 
on the representations of the Subscriber contained herein. The Subscriber represents and 
warrants that the Shares are being purchased for the Subscriber's own account and for investment 
without the intention of reselling or redistributing the same, that no agreement has been made with 
others regarding the Shares and that the Subscriber's financial condition is such that it is not likely 
that it will be necessary to dispose of any of such Shares in the foreseeable future. The 
Subscriber is aware that, in view of the Securities and Exchange Commission and state authorities 
that administer state securities laws, a purchase of the Shares with an intent to resell by reason of 
any foreseeable specific contingency or anticipated change in market values or any change in the 
condition of the Company or its business or in connection with a contemplated liquidation or 
settlement of any loan obtained for the acquisition of the Shares and for which the Shares were 
pledged as security, would represent an intent inconsistent with the representations set forth 
above. The Subscriber further represents and agrees that, if contrary to the foregoing intentions, 
there should ever be a desire to dispose of or transfer any of such Share in any manner, the 
Subscriber shall not do so without first obtaining (a) an opinion of counsel suitable to the Company 
that such proposed disposition or transfer lawfully may be made without registration pursuant to 
the Act and applicable state laws or (b) such registrations (it being expressly understood that the 
Company shall not have any obligation to register the Shares for such purpose). 

3. State of Domicile - The Subscriber represents and warrants that the Subscriber is a bona 
fide resident of, and is domiciled in, the state so designated on the signature page hereto and that 
the Shares are being purchased solely for the beneficial interest of the Subscriber and not as 
nominee for or on behalf of or for the beneficial interest of or with the intention to transfer to any 
other person, trust or organization. 

4. Accredited Investor Representations - The Subscriber represents and warrants that the 
answers to the following questions are correct (check and complete each of the applicable 
categories described in (a) through (n)): 



The Subscriber is an individual (as opposed to a corporation, partnership, trust or 
other entity) who had an individual income in excess of $200,000 in each of the last 
two calendar years and who reasonably expects to have individual income in 
excess of $200,000 in the current calendar year. As used herein, "income" is 
adjusted gross income as determined for federal income tax purposes, plus (i) any 
depreciation deductions under Section 61 1 , et seg., of the Internal Revenue Code 
of 1986, as amended (the "Code"), (ii) any exclusion for interest under Section 103 
of the Code and (iii) any partnership losses allocated to the investor as reported on 
Schedule E of Form 1040 or any successor form from all sources. 

The Subscriber is an individual (as opposed to a corporation, partnership, trust or 
other entity) who had joint income with his or her spouse in excess of $300,000 in 
each of the last two calendar years and who reasonably expects to have joint 
income in excess of $300,000 in the current calendar year. See the definition of 
"income" in category (a) above. 

The Subscriber is an individual (as opposed to a corporation, partnership, trust or 
other entity) whose individual net worth or joint net worth with the Subscriber's 
spouse presently exceeds $1,000,000. (In calculating net worth, you may include 
equity in your personal property and real estate, including your principal residence, 
based on the fair market value of such property.) 

The Subscriber is a director or executive officer of the Company. 

The Subscriber is a bank as defined in Section 3(a)(2) of the Act or any savings 
and loan association or other institution as defined in Section 3(a)(5)(A) of the Act, 
whether acting in its individual or fiduciary capacity. 

The Subscriber is a broker or dealer registered pursuant to Section 15 of the 
Securities and Exchange Act of 1934. 

The Subscriber is an insurance company as defined in Section 2( 13) of the Act. 

The Subscriber is an investment company registered under the Investment 
Company Act of 1940 or a business development company as defined in Section 
2(a)(48) of that Act. 

The Subscriber is a small business investment company licensed by the U.S. Small 
Business Administration under Section 301(c) or (d) of the Small Business 
Investment Act of 1958. 

The Subscriber is an employee benefit plan within the meaning of Title I of the 
Employee Retirement Income Security Act of 1974, if the investment decision 
is made by a plan fiduciary, as defined in Section 3(21) of such Act, which is either 
a bank, insurance company or registered investment advisor, or if the employee 
benefit plan has total assets in excess of $5,000,000 or, if a self directed plan, with 
investment decisions made solely by persons that are accredited investors. (All 
such accredited investors must submit a signed statement verifying accredited 
investor status.) 



- 

5. 

The Subscriber is a private business development company as defined in Section 
202(a)(22) of the Investment Advisors Act of 1940. 

The Subscriber is an organization described in Section 501(c)(3) of the Internal 
Revenue Code of 1986, as amended, a corporation, a Massachusetts or similar 
business trust or a partnership with total assets in excess of $5,000,000. 

The Subscriber is a trust, with total assets in excess of $5,000,000, not formed for 
the specific purpose of acquiring the Shares, whose purchase is directed by a 
sophisticated person as described in Rule 506(b)(2)(ii) of Regulation D to the Act. 

The Subscriber is an entity in which all of the equity owners are accredited 
investors under Rule 501(a) of Regulation D to the Act. (Each equity owner must 
submit a signed statement verifying that the equity owner is an accredited investor.) 

The Subscriber does not satisfy the requirements of any category (a) through (n) 
listed above and is, accordingly, not an "accredited investor" but has sufficient net 
worth to bear the high economic risk, including a total loss of investment and 
illiquidity involved in an investment in the Shares. 

Obligation to Update - The information provided by the Subscriber is correct and complete 
as of the date hereof. The Subscriber is informed of the significance to the Company of the 
foregoing representations, and they are made with the intention that the Company will rely upon 
them. If there should be any adverse change in such information prior to the subscription being 
accepted, the Subscriber will immediately provide the Company with such information. 

6. 
additional representations: 

Entity Representations - The Subscriber, if other than an individual, makes the following 

(a) 
and 

The Subscriber was not organized for the specific purpose of acquiring the Shares; 

(b) This Agreement has been duly authorized by all necessary actions of the Board of 
Directors, shareholders, partners, trustees or other duly authorized acting body or person 
on the part of the Subscriber, has been duly executed by an authorized officer or 
representative of the Subscriber and is a legal, valid and binding obligation of the 
Subscriber enforceable in accordance with its terms. Documentation evidencing the 
undersigned's authority to purchase the securities must accompany this Agreement. 

7. Miscellaneous. 

(a) 
any of the undersigned's interest herein. 

The undersigned agrees not to transfer or assign this Subscription Agreement or 

(b) The undersigned agrees that the undersigned may not cancel, terminate or revoke 
this Subscription Agreement or any agreement of the undersigned made hereunder and 
that this Subscription Agreement shall survive the death or disability of the undersigned, 
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and shall be binding upon the undersigned’s heirs, executors, administrators, successors and 
assigns. 

(c) 
agreements made herein by the undersigned, the undersigned does not thereby or in any 
other manner waive any rights granted to the undersigned under federal or state laws. 

Notwithstanding any of the representations, warranties, acknowledgment, or 

(d) 
agreement among the parties herein with respect to the subject matter hereof, and supersedes 
all prior agreements, understandings, negotiations, and discussions, whether oral or written, of 
the parties; and there are no warranties, representations or agreements among the 
undersigned and the Company in connection with the subject matter hereof except as set forth 
or referred to herein. No settlement, modification, waiver, or termination of this Agreement or 
any provision hereof shall be binding unless in writing executed by all parties to be bound. No 
waiver or any other provision of this Subscription Agreement and Letter of Investment Intent 
shall constitute a waiver of any other provision, nor shall waiver constitute a continuing waiver 
unless otherwise expressly provided. 

The Subscription Agreement and Letter of Investment Intent constitutes the entire 

(e) 
made and entered into pursuant to the laws of the State of Kentucky. In the event of any 
dispute hereunder, this Subscription Agreement and Letter of Investment Intent shall be 
governed by and be construed in accordance with the Laws of the State of Kentucky. 

The Subscription Agreement and Letter of Investment Intent shall be deemed to be 

(9 
directors or control persons who was or is party or threatened to be made a party to any 
threatened, pending, or completed action, suit or proceeding, whether civil, criminal, 
administrative or investigative, by reason of or arising from any actual or alleged 
misrepresentation or misstatement of facts or omissions to represent or state facts made by 
the undersigned to the Company concerning himself or his financial position in connection with 
the offering or sale of Shares which is not remedied by timely notice to the Company as 
provided above, against losses. liabilities and expenses for which the Company or any of its 
officers, directors or control persons have not otherwise been reimbursed (including attorney’s 
fees, judgments, fines and amounts paid in settlement) as actually and reasonably incurred by 
such person or entity in connection with such action, suit or proceeding. 

The undersigned shall indemnify and hold harmless the Company or any of its officers, 

(9) The undersigned agrees that all controversies which may arise between the undersigned 
and any person having an interest in the Shares and part thereof, and the Company, 
Managing Placement Agent, and sales Agents or any of itsltheir officers, directors, employees, 
agent, experts or affiliates, concerning the undersigned’s purchase of the Shares and any 
representation or omission in connection with any aspect of the transaction contemplated 
hereby or breach of this or any other agreement pertaining to Shares shall be determined by 
arbitration. Any arbitration under the Subscription Agreement and Letter of Investment Intent 
shall be conducted pursuant to Federal Arbitration Act and the Law of the State of Kentucky 
before a recognized organization which provides an arbitration facility in accordance With the 
rules of the selected organization. The undersigned may elect in the first instance the 
organization before which the arbitration shall be held, but if the undersigned fails to make 
such election by registered letter or telegram before the expiration of ten (10) days after 
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receipt of a written request to make such election, then the party or parties (by majority 
agreement) for whom such action was brought against may make such an election. The 
award of the arbitrators, or the majority of them, shall be final, and judgment on the award 
rendered may be entered in any court having jurisdiction. 
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This page constitutes the Signature Page for the Subscription Agreement and Letter of 
Investment Intent. The undersigned represent to the Company that (a) the information contained 
herein is complete and accurate on the date hereof and may be relied upon by the Company, its 
officers, directors and controlling shareholders, and (b) the undersigned will notify the Company 
immediately of any change in any of such information occurring prior to the acceptance of the 
subscription and will promptly send the Company written confirmation of such change. The 
undersigned hereby certifies that she/he/it has read and understands the Memorandum and this 
Subscription Agreement and Letter of Investment Intent. 

IN WITNESS WHEREOF, the undersigned has executed this Subscription Agreement this 
day of ,1998. 

Signature Signature 

TYPE OF OWNERSHIP: 

Please check one: 

Individual (one signature required) 

Joint tenants with right of survivorship (both parties must sign) 

Tenants in common (both parties must sign) 

Community Property 

Corporation ** 

Partnership ** 

Trust ** 

Other ** 

** Please execute Entity Certificate 
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PLEASE PRINT HERE THE EXACT REGISTRATION NAME 

SUBSCRIBER (INDIVIDUAL) "6 SUBSCRIBER (INDIVIDUAL) 
(Please type or print your name and 
address exactly as it should appear 
on the Share and Warrant Certificate) 

Signature Signature 

Name Typed or Printed Name Typed or Printed 

Residence Address: Residence Address: 

Mailing Address: Mailing Address: 

Social Security or Tax Identification No.: Social Security or Tax Identification No.: 
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1. 

2. 

3. 
investment: 

PARTNERSHIP, CORPORATION OR TRUST ENTITY CERTIFICATE 

Name of Investing Entity: 

Tax identification number of Investing Entity: 

Individual(s) authorized to execute documents on behalf of the Investing Entity in connection with this 

Note: 

4. 

5. 

6. 

7. 

A power of attorney is required if the partnership or corporate bylaws do not specifically authorize the 
above-named individual(s) to make this investment for the partnership, corporation or trust. 

Date and State of Investing Entity's formation: 

Date 
State 

A brief description of the business conducted by the Investing Entity is as follows: 

How many individuals compose the Investing Entity? - 
If the Investing Entity is a partnership, then a separate Subscription Agreement and Letter of 
Investment Intent must be completed by each partner. 

The Investing Entity wadwas not (strike inapplicable language) organized for the specific purpose of 
acquiring the securities offered by the Company. 

8. The Investing Entity has its principal place of business in the State of 

9. The undersigned hereby certifies that dhe is the -of- 
, a  organized under the laws of the State of 

10. The undersigned certifies that she is empowered and duly authorized by the Investing Entity to 
execute and cany out the terms of the Subscription Agreement and Letter of Investment Intent and to purchase and hold 
the securities, and certifies further that the Subscription Agreement and Letter of Investment Intent has been duly and 
validly executed on behatf of the Investing Entity and constitutes a legal and binding obligation of the Investing Entity. 

day of - IN WITNESS WHEREOF, the undersigned has executed this Entity Certificate as of the 
,1997. 

PRINT NAME OF ENTITY: 
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ACCEPTANCE SIGNATURE PAGE 

Allen County Gas Transportation, Inc. hereby accepts this subscription and in consideration of 
all the acknowledgments, warranties and representations contained herein, agrees to issue 
Shares. 

Allen County Gas Transportation, Inc. 

Dated: ,1999 

_ -  

By: 
Timothy Sharp 
Vice President, COO 



COMMONWEALTH O F  KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

July 15, 1999 

Michael Anshultz 
Allen County Gas, Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY. 42104 

Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY. 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY. 40601 

RE: Case No. 99-260 

We enclose one attested copy of the Commission's Order in 
*, 

the above case. 

Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS 1 
TRANSPORTATION, INC. FOR ) 
APPROVAL OF A CERTIFICATE OF ) 
CONVENIENCE AND NECESSITY TO ) 
CONSTRUCT AND OPERATE A ) 
NATURAL GAS DISTRIBUTION SYSTEM ) 

O R D E R  

CASE NO. 
99-260 

I On June 16, 1999, Allen County Gas Transportation, Inc. (“Allen County Gas”) 

applied to the Commission for approval of a Certificate of Convenience and Necessity to 

construct and operate a natural gas distribution system. In its filing, Allen County Gas 

requested permission to deviate from the requirements of 807 KAR 5:001, Sections 

I l ( l ) (b) ,  11(2)(b) and 11(2)(c); 807 KAR 5001, Section 6(2) and Sections 6(4) - 6(9); and 

807 KAR 5071 , Section 3(3)(a). 
*, 

Administrative Regulation 807 KAR 5:001, Section 11 (l)(b), requires that if bonds 

or notes or other indebtedness is proposed, the application must contain a full description 

of all terms, interest rates, and whether the debt is to be secured and, if so, a description 

of how it is to be secured. Section 11(2)(b) requires the submission of all trust deeds or 

mortgages and Section 1 1 (2)(c) requires detailed estimates by Uniform System of 

Accounts account numbers. 



Administrative Regulation 807 KAR 5001, Section 6, requires the submission of 

a detailed financial exhibit for the period ending not more than 90 days prior to the date of 

the application. Specifically, Section 6(2) requires the amount and types of stock issued 

and outstanding and Section 6(4) requires the date of execution of any mortgages and, 

among other things, the name of the mortgagor. Section 6(5) requires that the financial 

exhibit disclose the amount of any bonds authorized and the amount of bonds issued, and 

Sections 6(6) and 6(7) require disclosure of each note outstanding and a description of any 

other indebtedness. Section 6(8) requires disclosure of the rate and amount of dividends 

paid during the previous 5 fiscal years. Section 6(9) requires a detailed income statement 

and balance sheet. 

Administrative Regulation 807 KAR 5071 , Section 3(3)(a), requires that the 

application include a copy of amortization schedules of present and proposed 

indebtedness and a full and complete explanation of any corporate or business 

relationships between the applicant and its parent or subsidiaries. 

The information required by the above-cited regulations is critical to the 

Commission's complete review of Allen County Gas's application. Having reviewed the 

filing and being otherwise sufficiently advised, the Commission finds that Allen County 

Gas's request to deviate from the above-cited regulations should be denied. 

IT IS THEREFORE ORDERED that: 

1. Allen County Gas's request for permission to deviate from the requirements of 

807 KAR 5:OOl  , Sections 1 l(l)(b), 11(2)(b) and 11(2)(c); 807 KAR 5:001, Sections 6(2) 

and 6(4) - 6(9); and 807 KAR 5:071 , Section 3(3)(a), is hereby denied. 

-2- 



2. Within 15 days from the date of this Order, Allen County Gas shall submit the 

information required by the above-cited regulations. If said information is not filed within 

such time, Allen County Gas’s filing shall be rejected and this case dismissed without 

further Order of the Commission. 

Done at Frankfort, Kentucky, this 15th day of July, 1999. 

By the Commission 

ATTEST: 



e 

Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

www.psc.state.ky.us Helen Heiton 

Ronald B. MCCioud, Secretary 
Publlc Protection and 

Regulation Cabinet 

(502) 564-3940 Drecutlve Dlrector 

FRANKFORT, KENTUCKY 40602 

Fax (502) 564-3460 Publlc Servlce Commission 

July 15, 1999 

Mr. Michael Anshultz 
Allen County Gas, Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY 42104 

Dear Mr. Anshultz: 

Re: Case No. 99-260 
Filing Deficiencies 

The Commission staff has reviewed your application in the above case. This 
filing is rejected pursuant to 807 KAR 5:001, Section 2, for the reasons set forth below. 
These items are either required to be filed with the application or to be referenced in the 
application if they are already on file in another case or will be filed at a later date. 

1. Filing deficiencies pursuant to 807 KAR 5001, Section 9(2)(e): 

The manner, in detail, in which it is proposed to finance the new 
construction or extension. 

1 ,  

2. Filing deficiencies pursuant to 807 KAR 5:001, Section 10: 

(l)(b)(7) Proposed tariff in form complying with 807 KAR 5011 
effective not less than 30 days from date application filed. 

(6)(a) Complete description and quantified explanation for proposed 
adjustments with support for changes in price or activity levels, and 
other factors affecting the adjustment. 

(6)(b) & (c) If gross annual revenues exceed $1,000,000, prepared 
testimony of each witness who will support the application. If less 
than $1,000,000, prepared testimony of each witness who will 
support application or statement that utility does not plan to submit 
prepared testimony. 

AN EQUAL OPPORTUNlTY EMPLOYER M/F/D 



Mr. Michael Anshultz 
July 15, 1999 
Page 2 

(6)(d) Estimate of effect that new rate(s) will have on revenues 
including, at minimum, total revenues resulting from increase or 
decrease and percentage of increase or decrease. 

(6)(g) Analysis of customers’ bills in such detail that revenues from 
proposed rates can be readily determined for each customer class. 

(6)(h) Summary of determination of revenue requirements based on 
return on net investment rate base, return on capitalization, interest 
coverage, debt service coverage, or operating ratio, with supporting 
schedules. 

(6)(1) Reconciliation of rate base and capital used to determine 
revenue requirements. 

(6)(j) Current chart of accounts if more detailed than the Uniform 
System of Accounts. 

(6) (k) Independent auditor’s annual opinion report, with any written 
communication from auditor which indicates existence of material 
weakness in internal controls. 

(6)(1) The most recent FERC or FCC audit reports. 

(6)(m) The most recent FERC Form 1 (electric), FERC Form 2 (gas), 
or Automated Reporting Management Information System Report 
(telephone) and PSC Form T (telephone). 

(6)(n) Summary of latest depreciation study with schedules by major 
plant accounts, except that telecommunications utilities adopting 
PSC” average depreciation rates shall provide schedule identifying 
current and test period depreciation rates used by major plant 
accounts. If filed in another PSC case refer to that case’s number 
and style. 

(6)(0) List of all commercial or in-house computer software, 
programs, and models used to develop schedules and work papers 
associated with the filing. Include each software, program, or model; 
what each was used for; its supplier; brief description and 
specifications for the computer hardware and the operating system 
required to run the program. 

(6)(p) Prospectuses of most recent stock or bond offerings. 

lDUCATlON 
PAYS 

AN EQUAL O P P O R m  EMPLOYER WID 



Mr. Michael Anshultz 
July 15, 1999 
Page 3 

(6)(q) Annual report to shareholders, or members, and statistical 
supplements covering 2 years prior to application filing date. 

(6)(s) SEC’s annual report for most recent 2 years, Form 10-Ks and 
any Form 8-Ks issued within past 2 years, and Form IO-Qs issued 
during the past 6 quarters updated as current information becomes 
available. 

(6)(t) If utility had any amounts charged or allocated to it by affiliate 
or general or home office, or paid any monies to affiliate or general 
or home office during test period or during previous 3 calendar years, 
file: 

1. Detailed description of method of calculation and amounts 
allocated or charged to utility by affiliate or general or home 
office for each charge allocation or payment; 
Explanation of how allocator for the test period was determined; 
and 
All facts relied upon, including other regulatory approval, to 
demonstrate that each amount charged, allocated or paid during 
test period was reasonable. 

2. 

3. 

(7)(a) Detailed income statement and balance sheet reflecting impact 
of all proposed adjustments. 

(7)(b) Most recent capital construction budget containing at least 
period of time as proposed for any pro forma adjustment for plant 
additions. 

(7)(c)(l) Starting date of the construction of each major component 
of plant (no construction schedule). 

.I 

(7)(c)(4) Amount contained in construction work in progress at end of 
test period. 

(7)(d) Operating budget for each month of the period encompassing 
the pro forma adjustments. 

(7)(e) Number of customers to be added to the test period - end 
level of customers and the related revenue requirements impact for 
all pro forma adjustments with complete details. 

AN EQUAL OPPORTUNITY EMPLOYER MlD 
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Page 4 

3. Filing deficiencies pursuant to 807 KAR 5001 , Section 11 : 

(l)(c) Statement of how proceeds are to be used. Should show 
amounts for each type of use (i.e., property, debt refunding, etc.) 

The statutory time period in which the Commission must process this case will 
not commence until the above-mentioned information is filed with the Commission. You 
are requested to file six copies 'of this information (unless otherwise noted) within 15 
days of this letter. If you need further information, please contact John Williams of my 
staff at 502-564-3940, extension 442. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

hv 
cc: Parties of Record 

AN EQUAL OPWRNMTY EMPLOYERh#/D 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

F I  
JUL 1 3  1999 

In the Matter of 

Petition of Allen County Gas 
Transportation, Inc. for Approval 
of a Certificate of Convenience 
And Necessity to Construct and 
Operate a Natural Gas Distribution 
System 

1 
) 

1 
1 
) 

) Case No. 99-260 

MOTION TO INTERVENE 

Western Kentucky Gas Company, by counsel, moves for full intervention in this matter 

pursuant to 807 KAR 5:001(8). 

1. Western is a regulated natural gas distribution utility. 

2. It operates under Commission approved tariffs providing for service to residential and 

commercial customers in the general vicinity of the proposed gas system of Allen Co. Gas 

Transportation, Inc. 

3. It has gas distribution facilities in the general area of the proposed construction, which 

may be affected by the installation and expansion of facilities proposed by Allen County. 

4. Western is also concerned that any new LDC certificated by the Commission operates 

under the same safety, service and ratemaking standards as Western. 

5. No other party to this action can represent the interest of Western. 

6. Western can assist the Commission in the development of facts and the issues because 

of its familiarity with the service available in the area. Its intervention will not unduly delay or 



I . .. * 

disrupt the proceedings. 

I 
I For these reasons, Western requests that it be granted full intervention in this matter. 

Submitted By: 

Mark R. Hutchinson 
SHEFFER HUTCHINSON KINNEY 
115 E. Second St. 
O,wensboro, KY. 42303 A 

Frankfort, KY 40601 
(50.2) 227-7270 

Attorneys for Western 
Kentucky Gas Company 

Certificate: 

I certifL that a copy of this motion was served on Danny Basil, 113 West Public Square, 
Suite 302, Glasgow, KY 42141 by first class mail 

J&N. Hughes/ 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

July 12, 1999 

Michael Anshultz 
Allen County Gas, InC. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY. 42104 

Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY. 42141 

Honorable John N. Hughes 
Attorney for Bluegrass Gas Sales 
124 W. Todd Street 
Frankfort, KY. 40601 

RE: Case No. 99-260 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

SB/rIm 
Enclosure 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF ALLEN COUNTY GAS ) 
TRANSPORTATION, INC. FOR ) 
APPROVAL OF A CERTIFICATE OF ) 
CONVENIENCE AND NECESSITY TO ) 
CONSTRUCT AND OPERATE A ) 
NATURAL GAS DISTRIBUTION SYSTEM ) 

CASE NO. 
99-260 

O R D E R  

This matter arising upon the motion of Bluegrass Gas Sales, Inc. (“Bluegrass Gas”), 

filed July 2, 1999, for full intervention, and it appearing to the Commission that Bluegrass 

Gas has a special interest which is not otherwise adequately represented, and that such 

intervention is likely to present issues and develop facts that will assist the Commission in 

fully considering the matter without unduly complicating or disrupting the proceedings, and 

this Commission being otherwise sufficiently advised, 

IT IS HEREBY ORDERED that: 

1. 

2. 

The motion of Bluegrass Gas to intervene is granted. 

Bluegrass Gas shall be entitled to the full rights of a party and shall be served 

with the Commission’s Orders and with filed testimony, exhibits, pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 

Should Bluegrass Gas file documents of any kind with the Commission in the 3. 

course of these proceedings, it shall also serve a copy of said documents on all other 

parties of record. 



Done at Frankfort, Kentucky, this 12 th  day of  J u l y ,  1999. 

By the Commission 

ATTEST: 
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COMMONWEALTH OF KENTUCKY 

In the Matter of: 

Petition of Allen County Gas 
Transportation, Inc. for Approval 
of a Certificate of Convenience 
And Necessity to Construct and 
Operate a Natural Gas Distribution 
System 

1 
1 

1 

1 

) Case No. 99-260 

j 

MOTION TO INTERVENE 

Bluegrass Gas Sales, Inc., by counsel, moves for full intervention in this matter pursuant 

to 807 KAR 5:001(8j. 

1. Bluegrass is a regulated natural gas distribution utility. 

2. It has filed with the Commission tariffs providing for service to residential and 

commercial customers in the general vicinity of the proposed gas system of Allen Co. Gas 

Transportation, Inc. 

3. It has gas distribution facilities in the general area of the proposed construction. 

4. Its service and facilities will be affected by the construction of additional facilities to 

a 

serve this area. 

5. No other party to this action can represent the interest of Bluegrass Gas. 

6. Bluegrass Gas can assist the Commission in the development of facts and the issues 

because of its familiarity with the service available in the area. Its intervention will not unduly 

delay or disrupt the proceedings. 

. 
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For these reasons, Bluegrass Gas requests that it be granted full intervention in this matter. 

c/i24 W. Todd St. 
Frankfort, KY 40601 
(502) 227-7270 

Attorney for Bluegrass Gas 
Sales, Inc. 

Certificate: 

I certify that a copy of this motion was served on Danny Basil, 113 West Public Square, 
Suite 302, Glasgow, KY 42141 by first class mail 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730  SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

June 22, 1999 

Michael Anshultz 
Allen County Gas, Inc. 
5966 Scottsville Road 
Suite 7 
Bowling Green, KY. 42104 

Honorable Danny J. Basil 
Attorney at Law 
Basil Law Firm 
113 West Public Square, Suite 302 
Glasgow, KY. 42141 

RE: Case No. 99-260 
ALLEN COUNTY GAS, INC. 
(Initial Operations) (Construct, Rates, Financing) 

This letter is to acknowledge receipt of initial application 
in the above case. The application was date-stamped received 
June 16, 1999 and has been assigned Case No. 99-260. In all 
future correspondence or filings in connection with this case, 
please reference the above case number. 

If you need further assistance, please contact my staff at 
502/564-3940. 

Sincereiy,' 

Stephanie % l a *  by 
Secretary of the Commission 

SB/j c 
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Helen Helton 
Executive Director 
Public Service Commission 
750 Schenkel Lane 
P.O. Box 615 
Frankfort, Kentucky 40602 (7JI(sg 99-260 

Re: Application For Certificate Of Public Convenience And Necessity 

Dear Executive Director Helton, 

Please be advised that ALLEN COUNTY GAS TMSPORTATION, INC., on this 
15th day of June, 1999, petitions the Commission for a certificate of public 
convenience and necessity to construct and finance a gas distribution system to 
serve approximately 1100 customers in Allen and Warren counties. 

Enclosed is our application and supporting documents in compliance with Section 
8(1), Section 8(2), Section 8(3), and Section 9(2) of KAR 5:OOl. 

We thank you and the Commission for your prompt review and reply of our 
application. 

Sincerely, 
COUNTY GAS TWSPORTATION, INC. 

Secretary Treasure, Chief Operating Officer 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

JhJ @et?p w \, 

/ss/op In the matter of:  

A PETITION OF ALLEN COUNTY GAS TRANSPORTATION, INC. FOR A 
CERTIFICATE OF CONVENIENCE AND NECESSITY TO CONSTRUCT AND 
OPERATE A NATURAL GAS DISTRIBUTION SYSTEM 

PETITION OF ALLEN COUNTY GAS TRANSPORTATION, INC. FOR A 
CERTIFICATE OF CONVENIENCE AND NECESSITY TO CONSTRUCT THE GAS 
SYSTEM, APPROVAL OF FINANCING, INITIAL RATES AND THE OPERATION 
OF A NATURAL GAS DISTRIBUTION SYSTEM IN ALLEN AND WAR&N 
COUNTIES IN KENTUCKY 

This petition is a request for an ORDER granting approval for a Certificate of Public 
Convenience and Necessity ( CCN ) to construct a natural gas distribution system, 
approval of funding and initial customer rates. 

Section 8 (1) of 807 KAR 5:OOl , ALLEN COUNTY GAS TRANSPORTATION, INC. 
is a Kentucky corporation in good standing. Mailing address in Kentucky is as follows: 

5966 Scottsville Road 
Suite 7 
Bowling Green, Kentucky 42 104 
Phone: (270) 393-8300 
Fax: (270) 393-8301 
E-Mail Address: allengas@premiernet.net 

ALLEN COUNTY GAS TRANSPORTATION, INC., will be a local distribution company 
regulated by the Kentucky Public Service Commission pursuant to KRS 278.010. 

Section 8 (2) of 807 KAR 5:001, the original and 10 copies of this application with 
an additional copy for any party named therein as an interested party are provided. 

Section 9 (2) of 807 KAR 5:001, The information to satisfy these rules of 
procedure requirements is as follows: 

1. Public Convenience and Necessity 
The facts relied upon to show that the proposed new gas system is required by 
public convenience and necessity. 

ALLEN COUNTY GAS TRANSPORTATION, INC. has conducted extensive research 
and evaluations to determine the need and potential demand for natural gas service 
along SR 23 1 between Bowling Green, Kentucky and Scottsville, Kentucky with 
specific attention to the Plano/Alvaton areas. The pipeline route will cover both 

1 
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along SR 23 1 between Bowling Green, Kentucky and Scottsville, Kentucky with 
specific attention to the Plano/Alvaton areas. The pipeline route will cover both 
Allen and Warren Counties where there is no natural gas available. The pipeline 
system will be located in one of the highest growth areas in Central Kentucky. 
There are approximately 3600 homes in the service area along with commercial / 
industrial businesses, churches and schools who are presently using propane, 
electricity, fuel oil or wood as an energy source. The response fiom customers 
surveyed indicates a strong desire for natural gas service. Customers presently 
using propane will convert quickly while those using other fuels will likely convert 
their heating systems when they are in need of replacing. A major advantage of 
constructing this system in vicinities of proposed subdivisions is that customers 
will likely choose natural gas heating and water heating options in lieu of electrical 
if the gas facilities are present at the time of construction. 

Preliminary Engineering Design has been completed along with a complete 
feasibility study by NESBITT ENGINEERING, INC. 

2. Copies of Franchises or Permits 
After meeting with the County Judge Executive of Allen County and 
representatives of Warren County, we have concluded that there are no franchise 
fees or permits required in regard to the construction and operation of ALLEN 
COUNTY GAS TRANSPORTATION, INC.. 

3. Full Description of Pipeline Route 
Northwest Section Description: 
This Section will consist of 6-inch steel pipe extending Northwest along Rt. 231 on 
predominately private right of way to the intersection of the roadway leading 
Northeast to the Cross Creek Subdivision. A monitor regulating station shall be 
installed and 3-inch polyethylene pipe Constructed along the roadway to the partially 
developed Subdivision having 56 lots. The 6 inch steel line will continue generally 
along Rt. 231 to it's intersection with Old Mt. Pleasant Road where a branch 
connection shall be installed along with a monitor regulating station and 3-inch 
polyethylene pipe constructed Northeast along Old Mt. Pleasant Road to 
approximately 30 existing residences in the area. 

The 6-inch steel pipeline will continue Northeast to Alvaton where a monitor 
regulating station shall be installed at a branch extending South to serve residences in 
the Alvaton area, South of Rt. 23 1. A 4-inch steel branch pipeline shall be installed 
at the approximate location of the polyethylene branch and shall be constructed 
North along Old Scottsville Rd. to its intersection with the road leading to Bethany 
Church. At that point, a monitor regulating station shall be installed and a 3-inch 
polyethylene pipe system constructed Southwest to the 200-unit subdivision where 
water, sewer and electrical facilities have been installed but no home construction 
begun. From the above-mentioned regulating station, a 3 -inch polyethylene pipeline 
shall be constructed North along Old Scottsville Rd. to a point South of its 
intersection with Drake's Creek. 

The 6 inch steel pipeline shall continue Northwest, crossing Drake's Creek and 

2 



extend to the intersection of Rt. 231 with Dye Ford Rd. where a monitor regulating 
station shall be installed. The pressure shall be reduced to 90 psig. and a 6-inch 
polyethylene pipeline construct South along Dye Ford Rd. to subdivisions in the 
Plan0 area. A system of 2-inch and 3-inch polyethylene mains shall be constructed 
throughout the subdivisions with service lines installed using 1 -inch polyethylene. 

Southwest Section Description: 
This Section will consist of a 4-inch steel piping extending from the M&R station at 
the TGP pipeline at the 6 inch branch leading to the Northwest Section, extending 
Southeast along Rt. 231 and on predominately private right of way to Old State Rd. 
where the pipe diameter shall be reduced to 3-inch. The 3-inch steel pipeline shall 
continue along Rt. 23 1 to its intersection with Brown Rd. where a 3-inch steel branch 
and a monitor regulating station will be installed. A 3-inch polyethylene pipe main 
shall be extended to the South along Brown Rd. to serve an estimated 100 customers 
in that area. The 3-inch steel line will continue Southeast along Rt. 231 to its 
intersection with Lambert Rd. where the steel system shall end with a monitor 
regulating station. A 4-inch polyethylene system shall be installed South along 
Lambert Rd. to Rt. 100 and then East to serve an estimated 120 customers in that 
area. 

A 4-inch polyethylene line shall be installed from the monitor regulating station at 
the junction of Lambert Rd. and Rt. 231 Southeast along Rt. 231 to its intersection 
with Rt.3 1E. 

The System shall. be constructed, operated and maintained according to Rules and 
Regulations of the Kentucky Public Service Commission. 

Domestic gas service meters, regulators and 1 inch polyethylene service lines shall be 
installed at approximately 1 100 residences. Service to commercial or other large 
volume consumers will be specified on an individual basis. 

4. Maps Of Proposed Route 
Three (3) preliminary maps of suitable scale showing the location and route of the 
proposed new system are enclosed. Bud Baldridge with NESBITT ENGINEERING 
is the Project Manager. Mr. Baldridge will be forwarding the detailed pipeline 
specifications and designated route on aerial maps provided from Frankfort. Mr. 
Baldridge may be reached at (877) 637-2483 on imy questions you may have. 

5. Source Of Funding 
The Company has recently raised $195,000 (One Hundred Ninety Five Thousand) 
through the sale of common stock to qualified investors. 

Additional funds will be provided through the sale (Private Placement) of a 
Collateralized Mortgage Obligation to qualified investors in the approximate 
amount of $4,400,000 (Four Million Four Hundred Thousand). The notes therein 
will be secured by a first mortgage and security interest in the land, building and 
equipment comprising the Project. 

3 



6. 

7. 

8. 

9. 

10. 

Estimated Cost of Operation 

A. Attached is 5 years of operating and maintenance cost projections. 

B. Attached is 5 years of progressive customer growth and usage projections. 

C. Attached is the cost of construction prepared by NESBITT ENGINEERING, 
INC . 

That the Petitioner has observed, or will observe, all applicable rules and 
regulations of the Public Service Commission as to having all plans and drawings 
used in the construction and operations of said pipeline to be performed by an 
engineering firm. This data will include the operation and maintenance plan, the 
damage prevention program, and the emergency plan, all of which is planned to be 
handled by NESBITT ENGINEERING, INC, of Prestonburg, Kentucky. All bids 
for the requirements of the P.S.C.; and all applicable bonds or posting of sureties 
will be filed as required. 

That petitioner will publish all required notices and announcements with the local 
public newspapers pursuant to the rules and regulations of the Public Service 
Commission. 

That based on the information contained, the petitioner submits to this Public 
Service Commission that there currently exists a need and demand for natural gas 
service to the target areas above hereto mentioned. Applicant further submits that 
it is ready, willing and able to provide the necessary services to meet this need and 
demand. 

Both the commercialhndustrial and residential customers in the subject area will 
benefit from construction of the proposed system as there is no system presently 
serving the area. Since this is a new start up company, please waive the 
requirements for financing information at this time. The financing information 
will be provided prior to the request for authority to commence construction. 
Additional information will be provided as soon as received by ALLEN COUNTY 
GAS TRANSPORTATION, INC., or as requested by the Commission. 

WHEREFORE, Petitioner, ALLEN COUNTY GAS TRANSPORTATION, INC., prays that the 
Public Service Commission of Kentucky will grant to the Petitioner the following: 

A. A waiver of the requirements to immediately provide complete financing 
information until those are available. 

B. A waiver of the requirements of aerial maps with detail pipeline 
specifications and designated route until such can be completed by 
NESBITT EGINEERING, INC. 

4 
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C. The grant of a Certificate of Public Convenience and Necessity so that the 
next stage of the process may be commenced. 

Submitted by 

BASIL LAW FIRM[ 
113 West Public Square, Suite 302 
Glasgow, Kentucky 42 14 1 
P h o a - 6 5  1-9822 

ALLEN CO&@ GAS TRANSPORTATION, INC. 

5 
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AFFADAVIT OF TIM SHARP 

COMMONWEALTH OF KENTUCKY 

COUNTY OF BARREN 

Tim Sharp, after first being duly sworn, states that he is the Secretary Treasure, 
Chief Operating Officer, ALLEN COUNTY GAS TRANSPORTATION, INC., and that the 
statements contained in the Petition are true and correct to the best of his information and 
knowledge. 

Sworn and acknowled 
day of June, 1999. 

My commission expires: 3-24-2003 
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NESBITT 
ENGINEERING 

Engineers 

Surveyors 
scientisui 

June 9,1999 

ALLEN CO. GAS TRANS., INC. 
5966 SCOTTSVILLE ROAD, STE. 7 
BOWLING GREEN, KY 42104 
ATTN: TIM SHARP 

Re: Preliminary Engineering Report, Proposed Natural Gas 
Transmission and Distribution System. 

Mr. Sharp: 

Preliminary Engineering Design has been completed for the proposed Natural 
Gas Transmission and Distribution System to be constructed in Allen and 
Warren Counties, Kentucky. The System will consist of a combination of 
steel and polyethylene piping extending from a "tap" to be made with 
Tennessee Gas Pipeline (TGP) facilities in Allen County at a point 2.4 miles 
Southeast of the Warren County line, adjacent to and north of US Rt. 231. 
The service area will be composed of a Northwest Section and a Southeast 
Section. 

The Southeast Section shall extend fiom the TGP connection Southeast along 
Rt. 23 1 and will terminate at the junction of Rt. :23 1 and Rt. 3 1E at Scottsville, 
while serving communities along the Rt. 23 1 corridor. 

The Northwest Section will extend fiom the TGP connection Northwest 
along US Rt. 231 to subdivisions in the Plano area with a branch line 
extending North along Old Scottsville Road to Drake's Creek. 

The route of the pipelines has been chosen so as to make service available to 
an estimated 1100 residential customers. Although many customers will be 
provided gas service immediately, additional customers will not be connected 
until such time as they choose to convert their heating systems to natural gas. 

This will occur more quickly for customers presently using propane for 
heating purposes as the conventional conversion cost is less than $40.00, 
while those using electricity and fuel oil will likely convert their heating 
systems when such equipment is replaced. A major advantage to constructing 
this system in vicinities of proposed subdivisions is that customers will likely 
choose the natural gas heating option in lieu of electrical if the gas facilities 
are present at the time of home construction. [t was assumed that lOoO/o of 
new construction projects in these areas would utilize gas service. In areas 
where new construction has been recently completed such as Plano, it was 
assumed that only 50% of homeowners would convert their systems in the 
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near future. Although we anticipate numerous residents to install gas fueled, 
ventless fireplace units, this use was not included in our usage estimate. 
However, the System has been designed to accommodate this contingency. 

Based on an average annual gas consumption of 120 MSCF per residence, 
we anticipate that the residential consumption Will be 132,000 MSCF per 
year after the 2"d year. This is based on the assumption that subdivisions will 
be developed at the rate they have been in current history. 

The following pages of this Report provide a Project Description and Cost 
Estimate, along with a map showing the layout of the System. 

We are in the process of preparing the final design and construction 
specifications for the System for submission to the Kentucky Public Service 
Commission. I will keep you informed as to the progress. 

Sincerely, /7 

H. L. "Bud" Baldridge, PE 
Project Manager 
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A. Source of Natural Gas Service: 

Natural gas shall be purchased from Tennessee Gas Pipeline (an El Paso Energy 
Company) at a connection to their pipeline no. 1004, located in Allen County, 
Kentucky, 2.4 miles Southeast of the Warren County Line at a point north of and adjacent 
to Rt. 23 1. 

B. Quality Specifications: 

The gas shall have a minimum heating value of 1,OOO Btu per standard cubic foot, less 
than 4.5% combined nitrogen and carbon dioxide and a water content of less than 7.0 
pounds per 1,OOO standard cubic feet. 

C. Design Pressure: 

The monitor regulating station to be installed at the point of connection to the Tennessee 
G a s  Pipeline (TGP) shall consist of materials meeting the ANSI 600 specification as the 
maximum allowable operating pressure (maop) for TGP’s pipeline is 800 psig. The 
maop for the proposed Allen Co. G a s  Trans., Inc. pipeline system shall be 740 psig., 
ANSI 300 for the steel portion and 100 psig. for the polyethylene portion. Stress levels 
for steel pipe shall be less than 30% of the specified minimum yield strength (smys) of 
the pipe when operated at it’s maop. Sheet 1 of the attached “Cost Estimate” provides 
specifications on steel pipe specified for the project. 

D. Route of Pipelines and Locations of Appurtenances: 

TGP will install one 2”:hot-tap7 check valve, and EGM. Allen Co. G a s  Trans., Inc. will 
install a monitor regulator system (ANSI 600) with appropriate valves and piping along 
with an orifice gas measurement system (ANSI 300). The foregoing is shown on the 
attached map as “M&R STA”. At a point on the downstream side of the measurement 
station, the pipeline will branch into a 6-inch, steel pipeline extending Northwest toward 
Plano and a 4-inch, steel pipeline extending Southeast toward Scottsville. 

Northwest Section Description: This Section will consist of 6-inch steel pipe extending 
Northwest along Rt. 231 on predominately private right of way to the intersection of the 
roadway leading Northeast to the Cross Creek Subdivision. A monitor regulating station 
shall be installed and 3-inch polyethylene pipe constructed along the roadway to the 
partially developed Subdivision having 56 lots. The &inch steel line will continue 
generally along Rt. 231 to it’s intersection with Old Mt. Pleasant Road where a branch 
connection shall be installed along with a monitor regulating station and 3-inch 
polyethylene pipe constructed Northeast along Old Mt. Pleasant Road to approximately 
30 existing residences in the area. 



The 6-inch steel pipeline will continue Northeast to Alvaton where a monitor regulating 
station shall be installed at a branch extending South to serve residences in the Alvaton 
area, South of Rt. 231. A 4-inch steel branch pipeline shall be installed at the 
approximate location of the polyethylene branch and shall be constructed North along 
Old Scottsville Rd. to its intersection with the road leading to Bethany Church. At that 
point, a monitor regulating station shall be installed and a 3-inch polyethylene pipe 
system constructed Southwest to the 200-unit subdivision where water, sewer and 
electrical facilities have been installed but no home construction begun. From the above- 
mentioned regulating station, a 3-inch polyethylene pipeline shall be constructed North 
along Old Scottsville Rd. to a point South of its intersection with Drake’s Creek. 

The &inch steel pipeline shall continue Northwest, crossing Drake’s Creek and extend to 
the intersection of Rt. 23 1 with Dye Ford Rd. where a monitor regulating station shall be 
installed. The pressure shall be reduced to 90 psig. and a 6-inch polyethylene pipeline 
construct South along Dye Ford Rd. to subdivisions in the Plano area. A system of 2- 
inch and 3-inch polyethylene mains shall be constructed throughout the subdivisions with 
service lines installed using 1-inch polyethylene. 

Southwest Section Description: This Section will consist of a 4-inch steel piping 
extending from the M&R station at the TGP pipeline at the 6-inch branch leading to the 
Northwest Section, extending Southeast along Rt. 23 1 and on predominately private right 
of way to Old State Rd. where the pipe diameter shall be reduced to 3-inch. The 3-inch 
steel pipeline shall continue along Rt. 231 to its intersection with Brown Rd. where a 3- 
inch steel branch and a monitor regulating station will be installed. A 3-inch 
polyethylene pipe main shall be extended to the South dong Brown Rd. to serve an 
estimated 100 customers in that area. The 3-inch steel line will continue Southeast along 
Rt. 231 to its intersection with Lambert Rd. where the steel system shall end with a 
monitor regulating station. A 4-inch polyethylene system shall be installed South along 
Lambert Rd. to Rt. 100 and then East to serve an estimated 120 customers in that area. 

A 4-inch polyethylene line shall be installed from the monitor regulating station at the 
junction of Lambert Rd. and Rt. 231 Southeast along Rt. 231 to its intersection with Rt. 
3 1E. 

E. General: 

The System shall be constructed, operated and maintained according to Rules and 
Regulations of the Kentucky Public Service Commission. 

Domestic gas service meters, regulators and 1-inch polyethylene service lines shall be 
installed at approximately 1100 residences. Service to commercial or other large volume 
consumers will be specified on an individual basis. 
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Allen County Gas Transportation, Inc. 
Operating & Maintenance Cost Projections 

2000 2001 2002 2003 

PAYROLL 216000 222480 267600 275628 
DPERATING EXPENSES 

PAYROLL RELATED 
OFFICE LEASE 
OFFICE EXPENSE 
ADVERTISING 
EQUIPMENT RENTAL 
UTILITIES 

TELEPHONE EXPENSE 
LICENSES 
REPAIRS 
INSURANCE 
PROFESSIONAL SERVS 
MISCELLANEOUS 
BAD DEBTS 
DEPRECIATION 
INTEREST EXPENSE 

rOTAL OPERATING EXPENSES 

64800 
13200 
6000 
3600 
2400 
1800 
3600 
600 

12000 
12000 
4200 
6000 
6121 
55200 
268320 
675841 

66744 
13596 
61 80 
3708 
2472 
1854 
3708 
61 8 

12360 
12360 
4326 
61 80 
8996 
63600 
268320 
697502 

80280 
14004 
6365 
3819 
2546 
1910 
381 9 
637 

12731 
12731 
4456 
6365 
10815 
71 520 
268320 
76791 8 

82688 
14424 
6556 
3934 
2623 
1967 
3934 
656 

13113 
13113 
4589 
6556 
12630 
75480 
268320 
7862 1 1 

2004 

283897 
85165 
14857 
6753 
4052 
2701 
2026 
4052 
675 

13506 
13506 
4727 
6753 
14447 
79560 
268320 
805001 

8 
1 
1 
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Avg. ThermslCustomer 

950 2000 
Number of Volume 

Customers Therms 

5 950 
10 1710 
80 9120 

160 7600 
240 6840 
270 7695 

370 10545 
320 9120 

450 12825 
530 25175 
540 51300 
550 104500 
550 247380 

Residential 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

2001 2002 - 
Number of Volume Number of Volume 

Customers Therms Customers T h e r m s  

560 106400 860 16340C 
570 97470 870 14877C 
620 70680 920 10488C 
670 31825 970 46075 
720 20520 1020 2907C 
730 20805 1030 29355 

750 21375 1050 29925 
740 21090 1040 29640 

775 22088 1075 30638 
825 39188 1125 53438 
840 79800 1140 108300 
850 161500 1150 218500 
850 692740 1150 991990 

Avg. ThermsICustomer 

4000 
Commercial 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Sub Total 

2003 
Number of Volume 

Customers Therms 

1160 220400 
1170 200070 
1220 139080 
1270 60325 
1320 37620 
1330 37905 
1340 38190 
1350 38475 
1375 39188 
1425 67688 
1435 136325 
1450 275500 
14501 1290765 

Totals 

2004 
Number of Volume 

Customers Therms 

1460 277400 
1470 251370 
1520 173280 
1570 74575 
1620 46170 
1630 46455 
1640 46740 
1650 47025 
1675 47738 
1725 81938 
1735 164825 
1750 332500 
1750 1590015 

Allen County Gas Transportation, Inc. 
Projected Number Of Customers 8 Usage Rates 

16 12800 
16 11520 
18 8640 
18 8640 
20 2400 
20 2400 
22 2640 
22 2640 
24 2880 
24 4800 
24 9600 
25 20000 
25 88960 

26 20800 36 28800 46 36800 
26 18720 36 25920 46 33120 
28 13440 38 18240 48 23040 
28 5600 38 7600 48 9600 
30 3600 40 4800 50 6000 
30 3600 40 4800 50 6000 
32 3840 42 5040 52 6240 
32 3840 42 5040 52 6240 
34 4080 44 5280 54 6480 
34 6800 44 8800 54 10800 
35 14000 45 18000 55 22000 
35 28000 45 36000 55 44000 
35 126320 45 168320 55 210320 

5 400C 
5 360C 
7 336C 
7 140C 
9 108C 
9 108C 

11 132C 
12 144c 
13 1560 
14 2800 
14 5600 
15 12000 
15 39240 

I 5651 286620 
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