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CASE #2007-00354 

CERTIFICATION 

I, Toin Shirey, certify that the responses contained in the First Data Request of Commission 
Staf  to Apache Gas Transmission Company, Inc. Case No. 2007-003.54 are true and 
accurate to the best of my knowledge, information, and belief formed after a reasonable 
inquiry. 

I further certify that any copies contained herein are true and exact copies of the originals. 



CASE #2007-00354 

CERTIFICATION 

I, Brenda Everette, certify that the responses contained in the First Datu Request of 
Commission Stagto Apache Gus Trunsmission Company, Inc. Case No. 2007-003.54 are true 
and accurate to the best of my knowledge, information, and belief fonned after a reasonable 
inquiry. 

I further certify that any copies contained herein are true and exact copies of the originals. 

Brenda Everette 





CASE #2007-00354 

1. Provide Apache’s latest state and federal income tax returns with the taxpayer 
identiJication numbers redacted. 

Copies of Apache’s 2006 federal and state income tax returns are attached. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 



OMB No. 1545-0123 

Internal Revenue Servlce 

1 Gonsolldated return 

'otal assets [see Instructions) 

. . . . . . . . . . . . . . . . . . . . . . . . .  2 Cost ot goods sold (Schedule A, line 8) ____- 
3 69,556,  3 Gross profit. Subtract line 2 from line IC --- 

4 Dividends (Schedule C ,  line 19) 4 
6 ,  .......................... ................................................................. 5 5 Interest SEE STATEMENT 1 _I_____ 

6 Gross rents ._. . . . . . . . .  L.---- 
7 Gross royalties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
8 Capital gain net income (attach Schedule D (Form 1120)) .................................................... 8 
9 Net gain or (loss) from Form 4797, Part 11, line 17 (attach Form 4797) .,, . , . I .I 9 

15 10 Other income (attach schedule) ._.. - - 
............................................................ 61,56& B+ 11 E o t a l  income.,.Add --I- --_- 

12 Compensation of officers (Schedule E, line 4)  ......................................................................... 12 
13  Salaries and wages (less employment credits) 13 

14 1 5 , 4 2 4 .  14 Repairs and maintenance ._____.- 
15 Baddebts 45 
16 Rents ." .  ."." . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16 
77 Taxes and licenses SEE STATEMENT 2 17 4,403,  

. . . . . . . . . . . . . .  'S 8 6,394,  18 Interest , . , " ,  . . .................................... 
19 Charitable contrlbutlons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 119 

8,676.  
21 Depletion ........................................................................................... 2'1 

22 Advertising ......................................................................................................... 22---________- 

. . . . . . . . . . .  2 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
-- ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . .  
7 

-- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
lines 3 throug 

-___.-- . . . . . . . . . .  ............ 
..................................................................................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

.......................................................................................................... 

_- 
20 Uepreciation from Form 4562 not claimed on Schedule A or elsewhere on return (attach Form 4562) ..................... 20 

_____-- 

___ 
- 24 

.......................... 
.................................. 

b Special deductionslSchedule C, line 20) .......................................... 
29 Less: a Net operating loss deduction 

--" -- 

32 a 2005 overpayment credited to 2006 
. h 2006 estimated tax payments 

c 2006 refund applled for on Form 4466 
e Tax deposited with Form '7004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
f Ckdks:  (1) Fom2439 (2) Form 4136 

. . . . . . . . . . . . . . . .  g Credit for federal telephone excise tax paid (attach Form 8913) ______-I- 
33 Estlmated tax penalty (see instru 
34 Amount owed. If line 3211 i s  smaller than the total of lines 31 and 33, enter amount owed 
35 Overpayment. If line 32h is largerthan the total of lines 31 and 33, enter amount overpaid 

"., _ .  , , ." ,,  I ,. ~ "~ . . ,  ._ 

35 Enter amountfrom line 35 you want: Credited to 2007 estimated tax b . 
Under penalties of perjury, I declare that I have examined this mtum, including accompanying schedule 
correct, and complete Declaration of preparer (other than taxpayer) Is based on all Information of which preparer has any knowledge. 

LEI Yes 0 140 -- 
Title 

-1_1- 

Slgnature of officer Date 

EN,  KY 4 2 1 0 2 - 0 1 0 4  
----_Î  

i n  
Form 112U (2006) E;$& JWA For PrivacylPaperwork Reduction Act Notice, see instructions. 1 

t c ~ n 7 7 n  - l anoc;c  O E ~ O L  qnnr n c  n q n  --- acII _ -  I -- - - -  



___l___l_ _.-_____---XI_-- 
. . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . .  "." .............................. I 

2 Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . .  2 
3 Costoflabor .............................................................................................................. 3 
4 Additional section 263A costs (attach schedule) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 
5 Other costs (attach schedule) . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 
R Total. Add lines 1 through 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 

- 7 7 Inventory at end of year .-- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 Cast of goods sold. Subtract line 7 from line 6. Enter here and on page 1, line 2 8 

1 

----------- 

.--I_ 

-I__.., 

2 

3 
4 
5 
R 
7 

* D  
E9 

1 0  

11 

Dividends from less-than-20%-owned domestic corporations (other than 
debt-financed stock) ...................................................................... 
Dividends from 20%-or-more-owned domestic corporations (other than debt-financed 
stock) 

Dividends on certain preferred stock of less-than-20%-owned pubilo utiilties 

Dividends from \ess-than-Zfl%-owned forelgn corporatlons and certain FSCs 

Dividends from 2096-or-moreowned foreign corporptlons and certain FSCs 

Dividends from wholly owned foreign subsidiaries 
Total. Add lines 1 through 8 
Dividends from domestic corporations received by a small business investment 
company operating under the Small Business Investment Act of 1958 . 

Dividends from afillated group members 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  --- 
Dividends on debt-Rnanced stock of domestic and foreign corporations ." . , 

..................... 
Dividends on certain preferred stock of 2fl%-or- moreowned publlo utliities . , , I .. , , , . . (. , . , _ .  , , 

....... 
. . . . . . . . . . . . . . . . . . .  

........................................ 
................................................ 

..................................................... 
. . . . . . . . .  '12 Dividends from certain FSCs .. " . . _  . , . . " "  

13 Dividends from foreign corporaHons not lnclud .., I". . , . .II " _ _ " ^  

14 income from controlled foreign corporatlons under subpart F (attach FOrm(s) 5471) . , . . , , 

15 Foreign dividend gross-up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

47 Other dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
18 
'19 'Total diwidends. Add lines 1 through 17. Enter here and on page 1, line 4 ". b- 

'1 6 IC -DISC and fonner DISC dividends not Included on lines 1, 2, O r 3  ,,," .," , , I ,  ." I  ,, , , . , I I 

Deduction for dividends paid on certain preferred stock of public utilities . . . . . . . . . . . .  
,. 

2 0 ,  11, 12, and 18. Enfer here and on page 1, line 29b ................................................ I 
ensation of officers (see Instructions for page 1 ,  llne 12) 

Note: Complete Schedule E only i f  total receipts (line 1 a plus lines 4 through 10 011 page 1) are $50fl,OOO or more. 

2 Total compensation of officers ........................ ......................................................... 
3 
--- Subtract line 3 from line 2. Enter the result here and on p a e  1, line 12 4 ............ 
611611 Form 11 20 (2006) 

Compensation of officers claimed on Schedule A and elsewhere on return ...... ........, ....................... _ , . _ .  ............ 

0'1-02-07 JWA 
2 

. . .  ,.,,-..̂ ....- - - - , -  .- 



Check if the corporation is a member of a controlled group (attach Schedule 0 (Form 1120)) _ I  , .  

Income tax, Check if a qualified personal service coiporation 
(see instructions) . ..,. , . . .".," , . I , .~ .  I "  _." . .," . . "  . . " ~  ... . ., I . .. .. . I . .. _. I . ,,.. 
Alternative minimum tax (attach Form 4626) " I . _ _ _ _  _,"_ I I . . . , " . .. " . . .  .. . . ^ . ,  

Add lines 2 and 3 __.I_ .",. __.  , I "".,.. ,.. . ._ .._ ___..  , ." .. ..". . . . .. 

Foreign tax credlt (attach Form 1118) " ,..... " " . "  . " .  . ^ "  " 

Qualified electric vehicle credit (attach 834) .I. .. . . _.. _.. , . * _ .  .. . ... . . " "  

General business credit. Check applicable box(es): 
CI] Form 6478 0 Form 8835, Sectlon 8 Form 8844 . I , . ,  

Credit for prior year minimum tax (attach Form 8827) ".." , . ._.. , , 

Total credils. Add lines 5a through 5e . I " . . I . "  _..", ._ l l . l l l  . . I _ " _ _  ._ _ _ _  . ,... . ." .... "...... . . .,I., , I  . 

Subtract line 6 from line 4 """ .  _"_. . .  _ I  _. _I". _ I  I . "  

Personal holding company tax (attach Schedule PH (Form 1120)) 
Other taxes. Checlt if from: 

, I _  . , ."__, , b 

Form 3800 

Bond credits from: 0 Form 8860 Form 8912 ,,. . " .  _ , I  "" ."" .  . ,., , . ------- 
.. 

._I_. .._ 
0 Form 4255 
n Form 8866 

0 Form 8611 
CT] Form 8902 0 Other (attach schedule) ., " I _  . ._ . ._l 

, . .^ . " .  " .",.",".,.". 

c Product orservice FP NATURAL GAS 
At the end of the tax year, did the corporation own, directly or 
indirectly, 50% or more of the voting stock of a domestic 
corporation? (For rules of attribution, see section 267(c).) 
II"Yes," attach a schedule showing: (a) name and 
employer identification number (EIN), (b) percentage owned, 
and (c) taxable Income or (loss) before NOL and special 
deductions of such corporation for the tax year ending with or 
within your tax year. 
Is the corporation a subsidiary in an affiliated group or a 

Enter number of forms 5472 attached 
8 Check this box if the corporation issued publicly offered 

debt instruments with original issue discount . . _ , 1 . 1 . 1 . 4 .  b a 
If checlted, the corporation may have to file Form 8281, 
Information Return for Publicly Offe'red Original issue 

I_ 

parent-subsidiary controlled group? ... , , , " ,  .,,. , ,. _ .  . , I . Discount Instruments. 
If "Yes," enter name and EIN of the parent corporation b 9 Enter the amount of taxexempt interest received or 

10 Enter the number of shareholders at the end of tile tax 
~ _ _ I  accrued during the tax year b $ - ___- 

At the end of the tax year, did any individual, partnership, 
corporation, estate, or trust own, directly or indirectly, 
50% or more of the corporation's voting stock? (For rules 
of attribution, see section 267(c).) _"._ I . . . . . . ,_.I I_ ""...". . I  ._. 
If "Yes," attach a schedule showing name and identifying 
number (Do not include any information already entered 
in 4 above.) Enter percentage owned b 
During this tax year, did the corporation pay dividends (other 

2 h . l  @ $ - than stock dividends and distributions in exchange for stock) 
in excess of the corporation's current and accumulated 
earnings and profits? (See sections 301 and 316 ) ".. .. 
If "Yes," file Form 5452, Corporate Report of 10 on page 1) for the tax year and its total assets at the end of the 
Nondivldend Distr!,butions. tax year less than $250,000'? "__._ . . 

If "Yes," the corporatian is not required 
M.1, and M-2 on page 4. Instead, enterthe total amount of cash If this is a consolidated return, answer here for the parent 

corporation and on Form 851, Affiliations Schedule, for distributions and the book value of property distributions (other 
each subsidiary. than cash) made during the tax year. B= $ 

electing to forego the carryback period, check here ... b n 
If the corporation is filing a consolidated return, the statement 
required by Temporary Regulations section 1.1502-21T(b)(3) 
must be attached or the election will not be valid. 

12 Enter the available NOLcarryover from prior tax years 
(Do not reduce it by any deduction on  line 

13 Are the corporation's total receipts (line l a  plus lines 4 through 

0 .  -- 
Note: If the corporation, at any time during the tax year, had assets or operated a business in a forelgn country o r  US. possession, it may be required 
to attach Schedule M (Farm 1120), Foreign Operations of U.S. Corporations, to this return. See Schedule Nfordetaiis. 

JWA 
-.--. ----111 __.__I .- -- 

Form 1 'I 20 (2006) 



h L.ess accumulated depletion ................... 
12 Land (net of any amortization) ................. 
13a Intangible assets (amortizable only) ....... 

h Less accumulated amortization ,"  _I . ,._. ___- 
14 Other assets (att. sch ) ..................... 

Liabilities and Sharehold 
'I 5 Total assets ....... .:::- .~ 

'1 '7 Mortgages, notes, bonds payable in less than 1 year 

18 
19 Loans from shareholders . . . . . . . . . . . . . . . . .  
20 
21 Other liabilities (att sch.) _. ". ,. , l _ l  

Othercunent llabilltles (att soh) sT?!T""."6 ... 

Mortgages, notes, bonds payable in 1 year or more 

. . . . . . . . . .  22 Capital stock: a Preferred stock __I__.- 

b Common stock ............ 
23 Additional paid-In capital . . . . . . . . . . . . . . . . .  _-- 
25 Retained earnings -Unappropriated .. ,I , " ,  

equlty (attach schedule) ............................... 

hareholders' equi h...... 
ReconciBia&ion 

Retalned earnings ~ 

24 Appropriated (attach schedule) .................. 

26 Adjustments to shareholders' 

-. 
1 Net income (loss) per books ......... 

j Income subject to tax not recorded on books thls year 

._-.-I 

8 Deductions on this return not charged 
against book income this year (Itemize): 

---- 
6 Expenses recorded on books this year not 

deducted on this return (itemize): 
a Depreciation ,.,.. $ __ 
b contributions ..... . 

Charitable 

entertainment .." 
Add llnes 7 and 8 _ . _  , _. , , " .  ." . 

---- 3 Other increases (itemize): 
6 Other decreases (Itemize) I _______ ________ 

-- 7 Add lines 5 and 6 . . . . . . . . . . . . . . . . . . . . .  

0 5 8 0 3 2 4  7 8 4 8 5 5  8 5 0 9 6  2 0 0 6 . 0 5 0 2 0  APACHE GAS TRANSMISSION CClM 8 5 0 9 6  1 



~~~~~.~~~~ 
(Including Pnforrnation on ~ i s t e d  Properliy) OTHER 

See separate instructions. Attach to your tax return. 
Business oractivity to which this form relates ---I-- 

- - ~ ~ - ~ - _  

OME NO. l545-0'172 I-- 
Form 

Departmsnt of the Treasury 
Intuinal Revenue ServiE- 
Name(s) shown on returii 
-. 

Attachment 
Sequence No. 6 . L -  

Identifying number i- 
APACHE GAS TRANSMISSION COMPANY INC ~ T H E R ,  DEPRECIATION I- 

nder Section '179 Mote: l f you  have 

................................. 
.................................. 

3 'Threshold cost of section 179 property before reduction in limitation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

5 Dollar limitation for tax year Su - 
8 
l__l__- 

___-- 
'7 Listed property. Enter the amount from line 29 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
8 Total elected cost of section 179 property. Add amounts In column (c), lines 6 and 7 ^. I , "  _. 
9 Tentative deduction. Enter the smaller of line 5 or line 8 

Business Income limitation. Enter the smaller of business income (not less than zero) or line 5 

. , . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O  Carryover of disallowed deduction from line 13 of your 2005 Form 4562 

"12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line -1 1 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
1-3 . . . . . . . . . . . . . . . . . .  

.............................. 
kE------.- 

__I__- ---. 

Special allowance for qualified New York Liberty or Gulf Opportunity Zone property (other than listed property) 
placed in service during the tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

15 Property subject to section 168(f)(1) election ...................... 
................... 1 1 6 1  -.. 

~- 
Section h 

17 MACRS deductions for assets placed in service in tax years 
-18 I: you are electing to grnup any assets placed In sewice dur 

(a) Classification of property 

'I 9a 3-year property 
b 5-year property 

.- 

h Residential rental property 
__ 

22 'YbfaI. Add amounts from line 72, lines 14 through 17, lines 19 and 20 in column (g), and line 21. 

23 For assets shown above and placed in service during the current year, enter the 
portionof the bask attrlbutable to section 263A costs 

:Ef& LHA For Paponvork Reduction Act Notice, see separate instructions. 
................................................ 

Form 4562 (2006) 



~- 
_____ -* . .  . .  --_- 

. .  . .  
% . .  . .  

______I__ __I.--- ___ --I__--" 
(a) (b) (4 (4 (4 

30 Total businessfinvestment miles driven during the Vehicle Vehicle Vehicle . Vehicle __ Vehicle 
__l__l- 

............... year (do not include commiiting miles) 
__^_I___ 

3'8 Total commuting rniies driven during the year _"I ___- 
3% Total other personal (noncommuting) miles 

33 Total miles driven during the year. 

34 Was the vehicle available for personal use Yes No Yes No Yes No Yes No Yes NO 

35 Was the vehicle used primarily by a more 

36 Is another vehicle available for personal 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  di iven" _ _ _ ~  I__-- 

Add lines 30 through 32 _ _ _ _  (. , . ,. .,, _ .  ._ , . .  _*__-___ - 

during off-duty hours? ----___. -I_____----- 

than 5% owner or related person? 

...................... 

. . . . . . . .  - 

............................................................... ~ _ _ _ ~ _  use? --I___. L I l l _ l z l i . l _ _ i  - _,-. 

8 
Vehicle 

_- 

- 

____ 
Yes m- 

___- 

- 

..-I- 

I 
--- . .  . .  -____- 
- 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- . .  . .  ._ - 

43 Amortization of costs that began before your 2006 tax year 
......................................................... l _ ~ - . _ . l _ _ _ l _ - _ l l - _ _ ~ - ~ - - . - - ~ - -  44 Total. Add amounts In column [f). See the instructions for where to report ----- - 

- 
-__- 

E-7- 
."l 



DESCRIPTION 

MONT I CELLO BANK 

_. 

FORM 1 1 2 0  TAXES AND LICENSES STATEMENT 2 

PROPERTY 
OTHER 
KENTUCKY 

'TOTAL TO 

TAXES - BASED ON INCOME 

FORM 1120,  LINE 1 7  

AMOUNT 

3 ,118 ,  
35 m 

1 , 2 5 0 ,  

4 , 4 0 3 ,  

DESCRIPTION 

O F F I C E  EXPENSE 

EASEMEbTTS 
I N S  URANC E 

TOTAL TO FORM 1120, LINE 2 6  

PROFESS I ONAL FEES 

7 STATEMENT(S) 1, 2, 3 



APACHE GAS TRANSMISSION COMPANY INC 
___- - I . _ I . . . . . ~ _ _ _ _ _ ~ I - ~ . - .  _-----..-..- 

SCHEDTJLE L OTHER CURRENT ASSETS STATEMENT 5 
I i_.-_ I_ _-__-_- --- - - l_ l l l_ - -~" 

DESCRIPTION 

PREPAID EXPENSES 

TOTAL TO SCHEDULE L ,  LINE 6 

---- -.-..-..- 

SCllEDULE L OTHER CURRENT L I A B I L I T I E S  STATElvIENT 6 

DES CR I PT I ON 

STATE ACCRUED TAXES 

'TOTAL TO SCHEDULE L ,  LINE 18  

BEGINNING O F  END O F  TAX 
TAX YEAR YEAR 

.-I_- .-.-I___^__------ 

3 4 2  0 

- 
SC"EDI7LE M- 1 OTHER EXPENSES RECORDED OhT BOOKS STATEMENT 7 

NOT DEDUCTED I N  T H I S  RETURN 
...".---_ .x -__-_ - - I" lll_llllll--- ._"I_ 

DESCRIPTION 

PENALTIES 
FEDERAL TAXES NOT ACCRIJED :IN PRIOR YEAR 

T'2TA.L TO SCHEDULE M-1, LINE: 5 



(Rev. December 2006) 

1 --- 
'Type QU' 
print 

the due 

-- 

Name 

 APACHE GALTRANSMISSION. COMPANY INC 
Number, street, and room orsulte no. (if P.O. box. see instructions) 

date forthe 
rcctirn for whlch 
a,, ,s 
requested See 

IGREENVILLEf TX 7 5 4 0 2 -  ~ _ " _ _ _ _ _ _ _ -  
Instructlotis 

~~ 

Note. See instructions before completing this form. 

__ . 5 0 0 5  LIVE OAK STREET ____-I- -- ___ - 
City, town, state, and ZIP code (If a foreign address, enter city, province O r  state, end coUntj(biiovd the country's pmctlce for entering 
postal 'Ode)) 

B 

2 

3 

4 a 

I1 

5 

Tr 

r' 

8 

b 

Enter the form code for the return that thls application is for (see below) ................................................................................ m 
If the forelgn corporation does not have an office or place of business In the United States, check here ........................... BEI 

If the organization is a corporation or partnership that qualifies under Regulations section 'I 6081-5, check here ........... I&= 

-. ,and ending The appllcation is for calendar year 2 0 0 6 , or tax year beginning 

Shari tax year. If this tax year is less than 12 months, check the reason: 
î l initial return Final return 0 Change in accounting period Consolidated return to be filed 

If the organization is a corporation and is the common parent of a group that intends to file a consolldatecl return, check here ....................... B - L l  
If checked, attach a schedule, listing the name, address, and Employer Identification Number (EIN) for each member covered by this application. 

Tentative total tax 

Total payments and credits (see instructions) ........ 

, 2 ,2040  .............................................. ............................................................................. 

3 , 2 8 0 .  ................................................................................... 

Balance due. Subtract line 7 from line 6. Generally, you must deposit this amount using the Electronic Federal 
Tax Payment System (EFTPS), a Federal Tax Deposit (FTD) Coupon, or Electronic Funds Withdrawal (EFW) I /  

....................................................... .---. _I_-. (see instructions for exceptions) ..-,'- ~ ~ - . - - . - .  
Application 

Form 7004 (Rev. 12.2006) LHA For Paperwork Reduction Act Notice, see instructions. 

619741 
12-1 4-06 

n n r n n q l  9 ~ l n d n r c  n c n n c  



I IIIIII l~ii~ ~illl!l~~ ll!~il!~!l!~iii lliil iili! llil IIII Ill! 

4 .  Depreciation adjustment I . _ "  . ._ , . I . , . "  

5 Deductions attributable to nontaxable income ,.. 

6 Related party expenses ....................... 
7 Pass-through loss(es) from other corporation(s) 

subject to Kentucky corporation income tax 
8. Domestic production activities deduction 
9. Other (attach schedule) . . . . . . . . . . . . . . . . . . .  

. ",,. 

10 Total (add lines 1 through 9) .................... 
SIIBTRWCTIONS: 
11. Interest lncnme (US. obligations) .............. 
12 Dividend income .................................... 
13. Federal work opportunity credit 

......................... 14. Depreciation adjustment 
15. Pass-through income from other corporation(s) 

subject to Kentucky corporation income tax "., 

....................... 'IG. Other (attach schedule) 
17.Me'l Income (line 10 less lines 11 through '16) 

C KentucLc GorDoratlon Account Nurnbei 

i .Tax  l iabllily (Part 11, greater of line 1, line 2 

2. Recyclinglcomposting equipment tax credit 

3 Tolal (add lines 'i and 2) (if $175 minimum, 

4.Total credits ..................................... 

($175 minimum) ............................ 

0 Check if Form 2220-K attached 

- - - ~ -  
- or $175 minimum) ........................... 

recaptuie . . . . . . . . . . . . . . . . . . . . . . . .  

-__ skip line 4 and enter on line 5) . . . . . . . . . .  

8 I 5 4 3, 5. Net tax liabilily (line 3 less llnes 4) 

__ . 6. Estimated tax payments . . . . . . . . . . . . . . . . . .  
. 

7. Extension tax payment ........................... 
8. Prior year's credit .............................. 
9.Tax due (line 5 less lines 6 through 8) ".," 

10.Tax overpayment (lines 6 through 8 

I____- 

. 

less line 5) . . . . . . . . . . . . . . . . . . . . . . . . . .  
.,__I 

I_ 

8 6 5 4 3 11. Credited to 2007 .................................. 

Department of Revenue Kentucky Corporation lncorne Tax Return (Pass-Through Corporations Use Applicable Forms) 
_.-- 2006,andendino DEC 3 1  _. 2006. -_ 

A I 
TaxableYear a' / E 
Ending MO Yr. 

- -- 
- 

State and Date of incorporation ______- 
KY 0 4 / 1 5 / 1 9 9 7  

GAS TRANSM I S S I ON 

___. _--.--1_ ----- 
Princlpai Business Activity in KY 

NAiCS Code Number 

(See ww census gov) 

cz] Final return (attach explanation) 
0 Change of address 

--__ (Relating to Kentucky Activity) 

2 2  12 1.0 

State ZIP Code 
TX 75402  

Kentucky Corporation Account Number 

--.-.------- I _ _ _ L _ - ~ ~ I  

L I I  initial return 
c?i Change of name 

Consolidated 

671 Mandatory 
Nexus 

E Check if applicable: No packet required for 2007 
_.- a Short-period returg (attach explanation) 

1, Federal taxable income (Form 1120, line 28; 

---- 

.I".. 

1. Income tax from Part I (multiply llne 24 
3 4 2  

0 2 Interest income (state and local obligations) (." --..---. 

Form 1120A, line 24) ............................ .................... 
ADDITIONS: * S'I'MT 1 

PART 111 -TAX COMPUTATION .---___ 1,250 I_ 

'18. Current net operating loss adjustment 
(mandatory nexus only) . ,  , . , 

19. Kentuclry net income (add lines 17 and 18) 
20 Taxable net Income 

21. Net operating loss deduction (NOLD) , . , 

22.Taxable net Income after NOLD 

23. Kentucky domestic production activities 

8 ,543  

(attach Schedule A if applicable) . , ,, .. 8 , 5 4 3  

(line 20 less line 21) . . . . . . . . . . . . . . . . . . . .  8 ,543 

deduction (KDPAD) ___ _____ . . . . . . . . . . . . . . . . .  
.................. _I"_ 24.Taxable net income after KDPAD 8 ,543  

12.Arnount to be refunded (line 10 less llne 11 -- 

b Federal Form 1120, pages 1 , 2  and 4, or 1120A, payes 1 
and 2, and any supporting schedules must ba attached. 

._-.I_ - --_I_ 

Wlalte checlr(s) payable to: 

Mail  return with paynienllo: 

Kentucky State Treasurer 

Iknlucky tlepartntent of Revenue 
Frankfort, I(enluclcy 40620 

._-- __--..-.-.. -- I_....- 

Kt 3 4 2 

3 4 2  

L I- 342  

L-- 

Pen a it y 

Interest - 

ZOrAL (Includlng Penalty and Interest) ........................................................................................................................... b 342  
.I II__ ---. ----. - -.-I 

653301 / 11-22-06 -8 aqg 



Form '720 (2006) 

IMPORTANT: Questions 4 - 14 must be completed by all corporations. If this is 
the corporation's initial return or if the corporation did not flle a return under 
the same name and same federal I.D. number for the preceding year, questions 
1 , 2  and 3 must be answered. Failure to do so  may result in a requesi lor a 
d e I inqu en! return . -- __I---- 

I Indicate whether: (a) new business; (b) n successor to previously 
existing business which was organized as: (1) 

(2) partnership, (3) 0 sole proprietorship; or  (4) othei 

corporation; 

If successor to previously existing business, give name, address and federal 
I D number of the previous business organization 

2 List the following Kentucky account numbers. Enter N/A for any number not 
applicable. 

Sales and Use Tax Permit 
Consumer Use Tax 
Unemployment Insurance 
Goal Severance and/or 

3 If a foreign corporation, enter the date qualified to do business in Kentucky. 

Employer Withholding -- 
-.- 

__ _I__--- 

Processing Tax - 

4.  The corporation's books are in care of: (name and address) 
TOM S H f R E Y  
PO BOX 2 2 8  GREENVILLE TX 7 5 4 0 3  --- 
~ - _ _ _ _ _ I  

Page 2 

~~~~~~~~~~ ~~~~~~~~~~~ ~~~~~~~~~~~~~ 

7 Are related party costs made to related members as defined in 
KRS 141.205(1)(1) included in this return? 0 Yes 
If yes, list name, federal I.D. and/or Kentucky corporation account 

No 

number of the individual or entity. ___- 

8 Is the net distributive income (loss) received from a corporation 
subject to the tax imposed by KRS 141.040 included in thig return? 
[Izl Yes No. If yes, list name, federal 1.D and Kentucky 

'account niimber of the corporation 
i j 

Caution: If the corporation elected to file a consolidated income tax return for 
tax years beginning prior to January 1, 2005, skip questions 9 and 10 and go to 
question 1 1 .  
9 Did the corporation at any time during the taxable year do business in 

Kentucky and own 80 percent or more of the voting stock of another 
corporation doing business in Kentucky? Yes m No If yes, 
list name, address and federal I.D. number of the entity. 

._- -- 
-- , ___.-I__ 

IO. Was 80 percent or more of the corporation's voting stock owned by 
any corporation doing business in Kentucky at any time of the year? 

of the entity. 
Yes No. If yes, list name, address and federal I D number 

-- 

_-___ -- 
11 Was this retuin prepared on (a) 0 cash basis, (b) 

( c ) n  other I_ 

12 Is the corporation a public service corporation subject to taxation under 
K R S I ~ ~ I ~ O ?  LZJ Yes 0 NO 

13. Did the corporation file a Kentucky tangible personal property tax 
return for January 1,2007? n Yes No 

accrual basts, 

5. Are disregarded entities included in this return? 
Yes No If yes, list name, address and federal 1.D 

number of the entity I____-...-..--.-. 

currently under audit by the Internal Revenue Service? -- 
No. If yes, enter years under audit- 

.-__- 

here n a n d  file Form 720X, 

6. Is the corporatlon a partner in a general partnership(s) doing business in 
Kentucky? 0 Yes a No 
If yes, attach schedule listing name and federal 1.0. number of the general 
partnership(s). ____ 

\Vas the corporation doing business in Kentucky, outside of its interest 
in a general partnership? a Yes 

- 

No 

~ 

___-- II OFFICER INFORMAUN (Failure to Provide Requested Information May Resultjn a PenailV) ----- 1--._1-- .-- 
Attach a schedule listing the name, home address and Social Security number of the vice president, secretary and treasuler. 
Has this officer lnforniatlon attached changed from the last return filed? a Yes No 
President's Name TOM SHIREY President's Home Address -- 

SEE STATEMENT 2 ___ 

President's Social Security Number I PO BOX 2 2 8  GREENVILLE TX 7 5 4 0 3  

.--- -1~-~----~-.11.-- --___.l____l ---- ---- 
I, tile undersigned, declare under the penalties of perjury, that I have examined these returns, including all accompanying schedules and statements, and to the best Of 
my knowledge and belief, they are true, correct and complete. 

I---- 

May the Department of 
Signature of princlpal officer or chief accopnting officer Date Revenue discuss this 

HOLLAND CPAS, PSC fiu PO 0 15  2 1 9  7 retiirn with the preparer? 
Name and Social Security or federal identification number of per& or f in  preparing return 

v w .  rewe n w  . ky.g ov 
653302 Ill-22-06 101 9 



Y 

1. Gross receipts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

2. Returns and allowances ...................................................................... 2 
3. Gross receipts after returns and allowances 

(line 1 minus line 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . .  3 

4. Costofgoodssold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 

5.  Gross profits (line 3 minus line 4) .......................... .. .................................................... 5 .._l__l*l---. 

41A720AMC 
(1 0-06) 

Taxable Year Ending 

1 2 / 0  6 __ 
Mo. Y t ~  

Commonwealth of Kentucky 
DEPARTMENT OF REVENUE 

k See instructions A ~ ~ ~ ~ ~ ~ A ~ ~ ~ ~  ~~~~~~~ ~~~~~~~~~~~~ 

@ Attach to Form 720, Form 7205, Form 725 or Form 765. 

Name of Corporation 

K R S  144.040(11) AND (12) 
----- -- __--_I .- 

ion Account Number 

.APACHE --- GAS TRANSMISSION -- COMPANY I N C  - _ _ _ . - _ ~ _  -. 

$s~cfil~n A - Computation of Gross Receipts arid Gross Profits 

Section C - Computation of Gross Profits AMC 
-I____- .I_. -__..._-_-___ --.- "-- 

*I. If gross profits from all sburces (Column B, line 5) are $a,aoo,ooo 
or less, STOP and enter -0- on Section D, line 1, and on Part 11, line 2, of 
applicable form (Form '720, Form 7205, For 

2. If gross profits from all sources (Column B, line 5) are greater than 
$3,000,000 but less than $6, 0,000, enter the following: 
(Column A, line 5 x 0.0075) . $22,500 x ($6,000,000 - Column A m )  

but In no case shall the result be less than zero . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 
3. If gross receipts from all sources (Column B, h e  5) are $6,000,000 

or greater, enter the following: Column A, line 5 x 0.0075 ............................... 3 
4. Enter the amount from line 2 or line 3 ....... 

Section IF3 - ~ o ~ ~ ~ ~ a ~ i ~ ~  of AMC 
-. 
1. Enter the lesser of Section B, line 4 or Section C, line 4 on this line and on 

Part I I ,  line 2 of the applicable form (Forrn 720, Form 7205, Forrn 725 
or Form 765) .............................................................. .-.."---_I___ --l___ll 

664461 
11-21-06 11 0 17 



1 , 2 5 0 ,  

RYi SCHEDIJLE Q OFFICER INFORNATION STATEMENT 2 

N-UW AND ADDRESS AND TITLE 
S O C I A L  SECURITY 

NIJMBER 

KATHY S .  SHIREY 
P O  BOX 2 2 8  G R E E N V I L L E  TX 7 5 4 0 3  
TREASURER 

KEN J O Y C E  
PO BOX 2 2 8  GREENVILLE TX 75403 
s EC FIE TARSI 

STATEMENT(S) 1, 2 





CASE #2007-00354 

2. Reference is made to the “Fort Knox line” on pages 3 and 5 of the application. 
Provide a complete physical descrption ofthe Fort Knox line and describe ils impact 
on Apache’s operations and expenses. 

The Fort Knox line is a five (5) mile portion of pipeline that was part of a former gathering 
line, which was referred to as the Fort Knox line in the Commission’s Case No. 2000-483. 

In the Commission’s case #2000-483 the Coinmission made it the responsibility of Apache to 
perform required maintenance and upkeep of the Fort b o x  line. Although, currently there is 
no legal distinction between the Fort Knox line and the Apache line, that five mile section 
between Franklin Branch and the Grider Regulator Station is still referred to as the Fort Knox 
line for company reference only. The Fort Knox line was originally a three (3) inch plastic 
line. Due to Rurkesville Gas Company’s (Apache’s primary customer) potential peak load 
requirements. Apache has continued a program to replace the three (3) inch plastic line with 
six (6) inch plastic as needed. The “Fort Knox line’’ description contained in Case No. 2000- 
483 is included herein by reference. That being said, the Fort Knox section of line is 
included in the Apache line from the Texas Eastern line to the point of delivery. Of the 
approximate 26,000 feet of three (3) inch section of line referred to as the Fort Ibox line, 
approximately 6000 feet have been replaced with six (6) inch plastic in the ordinary course of 
business. The deliverability volume and pressure is reduced for each foot of three (3) inch 
line in use. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





. . .  

3. Refer to the balance sheets for calendar years 2004, 2005, and 2006. 

a. Describe the nature of the liability identijied as “UP CFRI” and explain the 
reasons.for the changes in the account balance over the 3-year period. 

Prior to January 1, 2004 employees and/or officers of Consolidated Financial Resources, Inc 
(CFRI) were providing the daily accounting and management necessary to Apache Gas 
Transmission Company, Inc. operations. These amounts represent the charges for those services. 
Since no payments have been made toward these charges over the past 3 years, interest was 
accrued in the amount of $3,155.70 upon the fiscal year ended December 31,2006. 

Name of witness responsible for responding to this question: 
Tom Shirey and renda Everetee 





CASE #2007-00354 

3. Refer to the balance sheets for calendar years 2004, 2005, and 2006. 

b. Describe the nature ofthe relationsh p between CFRI and Apache. 

Tom Shirey is an officer of CFRI. 

Tom Shirey acts as Trustee for the eight Shirey children, owners of Apache Gas Transmission 
Company, Inc. and serves as the current President. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





3. Refer to the balance sheets for calendar years 2004, 2005, and 2006. 

c. Describe the nature of the liability ident@ed as “MP Summit” and explain the 
reasons for the changes in the account balance or over 3-year period. 

The balance of $800.00 listed on Apache’s balance sheet as of 12/31/04 was for accounting 
services performed by an employee andor officer of Suminit National Holding Corporation 
(Summit) prior to 5/13/2002. This amount was paid by Apache in 2005 and does not appear on 
their balance sheet as of the year ended 12/3 1/05. 

The balance of $7,000.00 was an amount loaned to Apache from Swnmit during the fiscal year 
ended 12/3 1/06 in order to help with payment for repairs and maintenance and relocation of lines 
due to road and bridge construction by the Kentucky Transportation Cabinet. The expenses for 
these repairs and maintenance were accrued in capitalized expenses on Apache’s balance sheet 
during the year ended 12/3 1/05. 





CASE #2007-00354 

3. Refer to the balance sheetsfor calendar years 2004, 2005, and 2006. 

d, Describe the nature of the relationship between Summit and Apache. 

Tom Shrey is an officer of Summit. 

Tom Shirey acts as Trustee for the eight Shrey children, owners of Apache Gas Transmission 
Company, Inc. and serves as the current President. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





3. Refer to the balance sheets for calendar years 2004, 2005 and 2006. 

e. Describe the nature of the liability identijkd as “DT & (7s Shirey Rev Fan1 Trst” 
on the 2004 and 2005 balance sheets. 

This liability represents a loan from the Shirey Family Trust in the amount of $SSO,OOO.OO 
placed on the balance sheet during the fiscal year ended 12/31/1997. The loan amount was 
written down during the fiscal year ended 12/31/1999 in the amount of $475,000.00. The 
balance of the loan at that date was $75,000.00. 

This final payment on this loan was made on August 1,2006. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





3. Refer to the balance sheets for calendar years 2004, 2005 and 2006. 

,f: Identify the components of the liability “Notes Payable - Other ’’ reported for the 
three year period. 

This was monies loaned to Apache from CFRT during the fiscal years ending 12/31/03 and 
12/31/04 as funds were needed in the regular course of business by Apache. Interest was 
accrued on this liability during the fiscal year ended 12/3 1/06 in the amount of $47 1 .00. 

The ainoimts were as follows: 

9/04/03 $3,000.00 

11/01/04 $2,200.00 

9/22/03 $3,000.00 
1 O/ 15/04 $1,800.00 

1213 1 /06 $ 471.00 

Name of witness responsible for ~ e $ p o n ~ i ~ g  to this qPleSth: 
Tom Shirey and rend23 Everette 





4. State the distance from Apache’s Texas Eastern interconnect to Bzirkesville Gas 
Convany ’s (“Burkesville ’7 city gate. 

The distance from Apache’s Texas Eastern interconnect to Rurlcesville Gas Company’s city gate 
is 94,091 feet (17.82 miles). 

Name of witness responsible for r e s ~ ~ n ~ i n ~  to this question: 
Tom Shirey and renda Everette 







CASE #2007-00354 

6. Refer to Attachmend 3, spec$cally, the Feesfor Transmission of Gas, Account 480. 
Explain how Apache derived the specfic amount, $42,452, of the proposed revenue 
increase. Identrfi the nzethodology, such as rate of return, debt service coverage, etc. 
that was used to derive the proposed revenue increase. 

Because of the past five (5) year history, we felt is unadvisable to assume an increase in the 
amount of natural gas transported that results in sales. We instead assumed a level sales volume 
and deducted the anticipated expenses to maintain and manage the system with some excess for 
unanticipated expenses. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





7. Refer to Attachment 4, specficalljr the descr@tion of Income T a e s  - State and Federal - 
409.1. Explain why the 200.5 income tax payments were not accrued and expensed in 
2005. Provide a breakdown of the $5,614 in income tax expense reported in 2006 bji 
year and whether federal or stnte income tax. 

Since Apache’s 2005 books had closed before the 2005 tax payment was made, it was not 
accrued in 2005. Although it was expensed in 2006 on the financials provided, the tax return 
shows it as an expense recorded on the books and not deducted on the 2006 return. Please see 
Statement 7 of the 2006 income tax return provided to you under response # I .  

Account 409.1 Income Taxes - State and Federal Include the following: 

2005 Kentucky Corporation Income Tax Paid $ 908.00 
2005 Federal Corporation Income Tax Paid $3,270.00 
2006 Kentucky Corporation Income Tax Accrued $ 342.00 
2006 Federal Corporation Income Tax Accrued $1,094.00 

e of witness responsible responding to this question: 
Tom Shirey an renda Everette 





8. Refer to Attachment 4, Exhibit A, 

a. Describe the nature of the II; S. DOT Ppeline Scrfety User Fee Assessment. 

Section 60301 of Title 49, IJnited State Code, authorizes the assessinent and collection of 
pipeline user fees to fixid the pipeline safety activities conducted under 49 T.J. S. C. 60101 et seq. 
The Research and Special Program Adininistration (RSPA) assesses each operator of regulated 
interstate and intrastate natural gas transmission pipelines (as defined in 49 CFR Part 192), and 
hazardous liquid pipelines carrying petroleum, petroleum products, anhydrous ammonia and 
carbon dioxide (as defined in 49 CFR Part 195) pay a share of the total Federal pipeline safety 
program costs in proportion to the number of miles of pipeline each operator has in service at the 
end of the calendar year. 

A portion of the above explanation was taken from an excerpt on the website of the Department 
of Transportation Office of Pipeline Safety - Pipeline and Hazardous Materials Safety 
Administration. 

Apache has 17.82 i d e s  of transinission pipeline in service. 

ame of witness r e s ~ o ~ ~ ~ ~ ~ e  for responding to this ~ ~ e $ ~ ~ o n ~  
Tom Shirey and Brenda Everette 



8. Refer lo Attachment 4, Exhibit A. 

b. Explain why it is appropriate to classzJjl ilzis item us property tax expense. State 
whether this class@cation is consistent with prior year classijications. 

This item was classified as property tax because the fee assessed was based on the number of 
miles of pipeline. 

Yes, this is consistent with prior year classifications. 

Name of witness responsible for ~ e s ~ o ~ d ~ ~ g  to this question: 
Torn Shirey and renda Everette 





8. Refer lo Attachinent 4, Exhibit A. 

c. Hovv did Apache's assessed valuation for property tax purposes in 2006 
coniyare with the previous year 's assessment? 

The property tax assessrnent for the tax year 2006 was higher than for tax year 2.005. 

The 2005 property tax assessment for the tax year 2005 was : 

Real Estate $127,S00.00 
Tangible Property $ 22,500.00 

The 2006 property tax assessment for the tax year 2006 was: 

Real Estate $1 11,072.00 
Tangible Property $107,928.00 

Apache protested the Kentucky Department of Revenue original assessment of $477,02 1 .OO. It 
was the management's decision to, after the Department reduced its original assessment to what 
was subsequently accepted by Apache, to accept the proposed amount due to the additional cost 
of further protest and/or litigation. Apache's management felt the cost of the additional protest 
and/or litigation would cost more than the additional taxes incurred as a result of the settlement. 

Name of witness responsible for responding to this ~ ~ ~ s t ~ o ~ :  
Tom Shirey and renda Everette 





CASE #2007-00354 

9. Refer to Altachment 4, Exhibit C, of the application and Attachment 1 of Apache's 
August 27, 2007 response to cure the deficiencies in its application 

a. Explain why the reclass!fication of the management fee for 2004 as maintenance 
of lines was not included in the 10 year average of maintenance expense if the fee 
represented repairs and maintenance of the transmission line. 

This fee does not directly represent repairs and maintenance. The fee represents the supervision 
and management in connection with repairs and maintenance. These fees were accrued on 
Apache's financials, but have never been paid. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 



9. Refer to Attaclznzent 4, Exhibit C, of lhe application and Attaclzinent 1 qf Apache ’s 
August 27, 2007 response to cure the akficiencies in its application 

d. Describe in detnil the phrase “anticipated maintenance of State Highway 90 and 
to the Fort Knox Line.” 

Anticipated Maintenance of State Highway 90 

Apache was notified by QI<4 Architecture, Engineering and Construction finn that the 
Coininonwealth of Kentucky Department of Highways plans a proposed road construction 
project of State I-Iighway 90. The project, scheduled to begin in the spring of 2008, involves the 
re-routing, widening, straightening and removing State Highway 90 from the flood plain. In a 
review of the Department of Highways’ maps provided to Apache by QK4 and our conversations 
with Bill Rynerson of QK4, it is our understanding that Apache’s line cross Highway 90 in 
approximately six (6) places. Since this project is still in the planning stages, Apache is unsure 
to the extent and cost of the repairs and maintenance that will be required. QK4 is expected to 
send Apache the design plans during the week of October 15*. After receiving these plans, it 
will be necessary for Apache to hire an engineering finn to design the plans for moving 
Apache’s lines. 

To the extent the State Highway 90 project does not materialize, the funds can be used in the 
repair and maintenance of the remaining 19,000 feet of three (3) inch plastic line with six (6) 
inch plastic. 

Anticipated Repairs and Maintenance to the Fort Knox Line 

This five mile section of line referred to as the “Fort I<aox line” originally consisted of 3” plastic 
line. Apache has continued a program to replace the 3” plastic line with 6” plastic line. 
Approximately 6000 ft. of the 3” line included in the five mile section has been replaced with 6” 
plastic line. The deliverability volume and pressure is reduced for each foot of 3” line in use. 

Name of witness responsible for responding to this question: 
Tom Shirey and renda Everette 





CASE #2007-00354 

9. Refer to Aitachment 4, Exhibit C, of the application and Attachment I of Apache’s 
August 27, 2007 response to cure the deficiencies in its application 

b. Explain how the factor of 70 percent was determined to be the appropriate level 
to represent the anticipated increase in maintenance expenses include all 
supporting data, schedules and calculations used to derive this factor. 

The 70% was not used to determine the amount of increase. The calculation was the amount of 
dollars we felt necessary to keep the system in working order. That dollar amount needed 
resulted in a 70% increase. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





CASF, #2007-00354 

9. Refer to Attachment 4, Exhibit C, of the application and Attachment I of Apache’s 
August 27, 2007 response to cure the deficiencies in its application 

c. Explain why capital expenditures that were recorded as utility plant on Apache ‘s 
balance sheet are included in the calculation of projected maintenance expenses 

For financial reporting purposes, Apache capitalized the expenses because the repairs and 
maintenance decreased the weighted average age of the system. However, for demonstrating the 
cost of maintaining the transinission line we included it in repairs and maintenance expense 
because we were either replacing dated and worn out components with new components or 
replacing three (3) inch line with six (6) inch line. In both cases, the activity involved simply 
keeping the system in working order. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 



IO. Refer to Attachment 3 an Attachment 4, Exhibit D. 

a. How much of the increase in legal fees is due lo costs incurred in conjunction 
with preparing this rate application? 

None of the legal fees are in conjunction with preparing this rate application. 

Name of witness responsible for ~ ~ p n d i n g  to this question: 
Tom Shirey and rends Everette 





IO.  Refer to Attachment 3 an Attachment 4, Exhibit D. 

b. Prepure a breakdown of legal fees for the period Jj-om Junuary 2007 through 
June 2007. Indicate each payee and describe the services provided. 

5illinq Date 5illina Period Pavee Billina Amount Description of Services 

4/2/2007 3/01/07 - 4/02/07 Kenneth A. Meredith, I I  -Attorney at Law $129 14 Attorney Fees ' 
5/1/2007 4/04/07 - 5/01/07 Kenneth A. Meredith, I I  -Attorney at Law $532.63 Attorney Fees 

5/30/2007 511 1/07 - 5/30/07 Kenneth A. Meredith, I I  -Attorney at Law $459.39 Attorney Fees 

611 1/2007 5/08/07 - 6/08/07 Kenneth A. Meredith, I I  -Attorney at Law $405.00 Attorney Fees 

6/29/2007 6/07/07 - 6/29/07 Kenneth A. Meredith, I I  -Attorney at Law $1 80.49 Attorney Fees 

1 Legal services pertaining to the status of corporate secretary and treasurer, review letter concerning ownership of 
corporate stock, review corporate minute books, draft letters to Apache, cost of telefaxing. 

2. Legal services pertaining to the status of corporate meeting, outline transactians undertaken at shareholder and 
Board of Director meetings, draft shareholder and Board of Director minutes, cost of telefaxing. 

3. Legal Services pertaining to the shareholder minutes, changes to minutes, reviewed faxes from Apache concerning 
changes to shareholder minutes, drafted revisions, reviewed corporate resolution and execution of settlement 
release and confidentiality agreement with Revenue Cabinet, reviewed information concerning Monticello Banking 
Company loan, draft corporate resolution and waiver, cost of telefaxing. 

to Apache, review return of executed settlement agreement with the Department of Revenue, cost of photocopying. 

cost of telefaxing. 

4. Legal services pertaining to the proposed settlement agreement on the 2006 tax assessment, long distance calls 

5. Legal services pertaining to the status of corporate resolution on loan agreement, review new loan documents, 

Name of witness responsible for ~ ~ s p ~ ~ ~ ~ ~ ~  to this question: 
Torn Slairey and renda Everette 



I1 .  Refer to Attachment 4, Exhibit E. 

a. In Item I ,  there appears to be a duplication of Brenda Evesette's time for the 
period ending 7/3 1/07, resulting in the expense being included in both the actual 
and estimated amounts. Is this cossect? I f  JZO, explain why. I f  yes psovide the 
appropriate revisions to Exhibit E and all related attachments, exhibits, etc. 

No, this is not correct, There is a typographical error in the actual billings for the billing date of 
7/16/2007. The billing period is listed as 6/01/07 - 7/31/07. However, the correct billing period 
was 6/0 1/07 - 6/30/07. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 



11. Refer to Attachment 4, Exhibit E. 

b. Explain in greater detail how the estimate jbr Brenda Everette’s expense for the 
time period 7/01/07 - 12/31/07 was determined, as the actual expensefor the first 
half of 2007 does not support the estimate of 17.5 hours per month. 

As of June 1, 2007 Brenda Everette assumed some extra responsibilities, including some 
managerial support. The time worked in June 2007 with the extra responsibilities was 17.5 
hours. It is expected that Brenda Everette will work at least 17.5 hours per month for the balance 
of the year. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 



11. Refer to Attaclznzent 4, Exhibit E. 

c. The narrative in Attachment 4, page 1 of 2, attributing the decrease in accounting 
expense to tlze reclassficution of Brenda Everette ’s fees to management fees does 
not appear to be supported by Exhibit E, Item 1. Provide a breakdown of the 
costs recorded in Account 92301 -- Accounting, for 2006 and the fiml half of2007 
indicating payee und description of services provided. 

Brenda’s job does include both management and accounting services. Management services 
include day to day operations and the corresponding managerial accounting duties. Accounting 
services include the processing of all information pertaining to the financial records. Brenda 
assists the CPA in the processing of yearly reports and also works closely with the company’s 
attorney in any legal matters that may arise. 

- Biliinq Period Pavee 

Brenda K. Everette 
Brenda K. Everette 
Brenda K. Everette 
Brenda K, Everette 
Brenda K. Everette 
Brenda K. Everette 
Brenda K. Everette 

Brenda K. Everette 
Brenda K. Everette 

-- For the Fiscal Year Ended-l2/31/06 

1/01/06 - 2/28/06 
3/01/06 - 3/31/06 
4/01/06 - 4/30/06 
5/01/06 - 5/31/06 
6/01/06 - 6/30/06 
7101/07 - 7/31/06 
8/01/06 - 8/31/06 
1/01/05 - 12/31/05 Holland, CPA‘s 
9/01 106 - 9/30/06 
11/01/06 - 12/31/06 

For the Six Months Ended 6/30/07 

1 13 1/06 Holland CPA‘s 
01/001/06 - 

- Billing Amount 

$213.75 
$37.50 
$30.00 
$33.75 
$56.75 
$63.75 
$4 1.64 

$1,650.00 
$37.50 

$1 08.75 

$1,530.00 

Descridion of Services 

Management and Accounts Services ’ 
Management and Accounts Services * 
Management and Accounts Services 
Management and Accounts Services 
Management and Accounts Services 
Management and Accounts Services 
Management and Accounts Services 
Accounting Services ’ 
Management and Accounts Services 
Management and Accounts Services 10 

Accounting Services ” 

1. Reviewing information for year end prior to sending to CPA, researching CPA’s within the state of Kentucky, day to 
day accounting services, review monthly information with Mr. Shirey. 

2. Reviewing easements for Eamma Anderson lawsuit, conversations with attorney, day to day accounting services, review monthly 
information with Mr. Shirey. 

3. Day to day accounting services, reviewing 1 st quarter financial information, review insurance information and policy, review monthly 
information with Mr. Shirey. 

4. Day to day accounting services, review monthly information with Mr. Shirey 
5. Work with CPA on information for property tax return, review historical information, day to day accounting services, review monthly 

information with Mr. Shirey. 

Name of witness responsible for responding to this question: 
Tom Shirey and renda Everrette 
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6. Review insurance information, look up information and complete insurance application, day to day accounting services, review monthly 
information with Mr. Shirey. 

7. Letters to Kentucky Department of Revenue, discuss insurance renewals with insurance agent, day to day accounting services, review 
monthly information with Mr. Shirey/ 

8. State and Federal income tax returns and property tax returns for the fiscal year ended 12/31/05. 
9. Day to day accounting services, telephone calls concerning insurance renewal with new policy period, review income and property 

tax returns with Mr. Shirey, review monthly information with Mr. Shirey. 
I O .  Review IRS notice, review information with Mr. Shirey, write letter to IRS, renewa assumed name certificate, research the Secretary 

of State annual report due date and filing requirements, day to day accounting services, review of monthly information with Mr. Shirey. 
11, State and Federal income tax returns and property tax returns for the fiscal year ending 12/31/06" 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 





11. Refer to Attachment 4, Exhibit E. 

d. State whether. Brenda Everette works jor any ajyiliate of Apache or conzpany that 
shares common ownerslzry, wit12 Apache. I f  yes, identi& the companies and 
describe the work that she performs for tliem. 

No, Apache does not have an affiliate. However, Brenda Everette provides accounting services 
to other companies that Tom Shirey is an acting officer. Each company receives an itemized 
statement and is paid by the appropriate entity. 

Name of witness responsible for responding to this question: 
TOID Shirey and Brenda Everette 
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12. Refer to Attachment 4, Exhibit E, and Exhibit E, Item 3, regarding the Shirey Family 
Trust: 

a. Has this cost been incurred in prior years? rfyes, provide the amount and 
explain how it was class$ed on the income statement. I f  no, explain why Apache 
has only recently incurred this cost. 

In the past, Apache’s fiscal policy had been to make an attempt to accrue all management 
services provided by other companies whether or not Apache was able to pay for those services. 
After 2004 there was a change in fiscal policy including the policy to not accrue any 
management and accounting fees that Apache was not able to pay. Even though the Shirey 
Family Trust provided management services prior to August 2006, Apache was unable to pay the 
management fees, so management fees were not accrued or expenses after the fiscal year ended 
December 3 1,2004. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 
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12. Refer to Attachment 4, Exhibit E, and Exhibit E, Item 3, regarding the Shirey Family 
Trust: 

b. Explain how the monthly amount of $1,800 was determined as the appropriate 
level for the management fee. Include in the explanation the number of hours 
devoted to the tasks shown on Exhibit E. 

The $1,800.00 seemed more than reasonable and equitable for the services provided for Apache. 

In the past, Apache’s fiscal policy had been to make an attempt to accrue all management 
services provided by other companies whether or not Apache was able to pay for those services. 
After 2004 there was a change in fiscal policy including the policy to net any payables to 
Burkesville Gas Company, Inc. against Burkesville’s accounts receivable. Apache did not 
continue to accrue management fees that could not be paid to the extent this was possible. The 
purpose for this policy change was to encourage the company’s long term financial stability. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 
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13. Refer to Attachment 3 and Attachment 4, Exhibit F. 

a. The estimated liability insurance expense for 2007 reflects a 133 percent increase 
over the actual 2006 expense. Provide a detailed explanation for this increase. 

Liability insurance for the year ended December 31, 2006 included insurance preiniuin for a 
partial year whereas liability insurance for the year ending December 3 1 , 2007 includes liability 
insurance for the full year. 

Name of witness responsible for responding to this question: 
Tom Sbirey and Brenda Everette 





13. Refer to Attachment 3 and Attachnzenf 4, Exhibit F. 

b. State whether Apache obtained its current liability policy through a conzyetitive 
bidding process. y bids were not sought, explain why. I f  bids were sought, 
provide copies ofthe responses Apache received. 

Apache has an insurance agent who request insurance liability quotes from different companies. 
The agent in turn secures the lowest available premium for Apache. 

A copy of a memo froin Apache’s insurance agent concerning the above is attached 

On September 28, 2007, Apache received its current insurance preinirm rate for the policy year 
beginning October 15, 2007. The premium for the policy period beginning October 15, 2007 
was quoted lower than the previous premium year by approximately 9.289%. This update has 
been made to Attachment 3 of the original filing and a corrected version is included in this 
response. 



. - ,  _ .  ~, . , . .- , . , . a  r"cL"I"".," 
u n v c n r u u u r n n n l L t l l N I  

I 

:: SteveParrisk 

E Apache Gas Transmission 

Our goal is providing Apache Gas with adequate and proper insurance coverage at 
the most cornpetifwe price. Due to the mfrastrophic liability exposure inherent from 
operating a gas utility csrnpany many rnpanies will not pmvicie mverage at any 
price. 
These are the companies we requested Apa~lhe Gas quotes Imm: 

Auto Owner$ Insurance 

Companion Propertry i% Casualty lnsuranes 
Old Republk Insurance 
Safeco Insumnm 
Secum Insurance 
Seibels Bruce Insurance 
Ranger Insurance 
Zurich lnsumincs 

CefltUv sUR?Q h'K3UMRm 

Century Surety was the only campany willing b quote this exposure. 

Thank you. 

Steve Panish 
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13. Refer to Attachment 3 and Attachment 4, Exhibit F. 

c. Explain why no liability insurance expense is reflected on the income statements 
for 2004 and 2005. 

After fiscal year ended December 31, 2005 we determined it was in Apache’s best interest to 
have two (2) separate insurance policies. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 
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14. Refer to the billing analysis schedules for calendar years 2004, 2005, and 2006, 
which show a decrease in Mcf volumes of roughly 20 percent in 2006 compared to 
the two previous years. 

a. State the reasons (e.g., milder tenzperatures, fewer customers) for the reduced 
volunzes delivered to Burkesville in 2006, coinpared to 2004 and 2005. 

The reason for the reduced volumes delivered to Rurkesville in 2006, compared to 2004 and 
2005 was partially due to a milder winter. Also, we believe the increased cost of energy has 
caused the residential customers to be more conservative in their use. The average number of 
customers served in 2006 by Burkesville was 336. The average number of customers served in 
2005 by Burkesville was 338. 

Name of witness responsible for responding to this question: 
Tom Shirey and Brenda Everette 
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14. Refer to the hilling analysis schedules for calendar years 2004, 2005, and 2006, 
which show a decrease in Mcf volumes of roughly 20 percent in 2006 compared to 
the two previous years. 

b. State whether Apaclie uses data froin the US.  Department of Commerce’s 
National Climatic Data Center (“NCLC’? to inonitor current heating degree days 
compared to the 330 year normal heating degree days published by the NCLC. 

Apache has not used the National Climatic Data Center for monitoring current heating degree 
days, but instead have relied on the fact the company’s total sales have declined by an average of 
10.72% annually since 2003, while the number of customers have remained essentially static. 
Because of the drastic increase in cost of all heating sources of energy, we believe customers 
have either economized or resorted to using wood for heating purposes, especially the residential 
customers. 

Name of witness responsible for responding to this question: 
Torn Shirey and Brenda Everette 
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On September 28, 2007, Apache received its current insurance premiwn rate for the policy 
year beginning October 15, 1997. The premium for the policy period beginning October 15, 
2007 was quoted lower than the previous premium year by approximately 9.289%. The 
original filing anticipated an approximate 10% increase. Attached are the updated 
Attachment 3 and Attachment 4 - Exhibit F. 



Ordinary IncomelExpense 
Income 

lNTEREST 
TRANSMISSION OF GAS 

480 * FEES 

Total TRANSMISSION OF GAS 

Total Income 

Y, INC. 

Increase Actual 

Expense 
DEPRECIATION & TAXES 

403 - Depreciation Expense 
408 * TAXES OTHER THAN INCOME 

40801 - State 
40805 * Property 

Total 408 - TAXES OTHER THAN INCOME 

409 * OP & NOM-OP INCOME TAXES PAYABL 
409.1 * Income Taxes - State & Federal 

Total 409. OP & NON-OP INCOME TAXES PAYABL 

Total DEPRECIATION & TAXES 

GAS OPERATION & MAINT EXP 

767 * MAINT. OF LINES 
921 - OFFICE SUPPLIES & EXPENSES 

92101 Bank Service Charges 
92103 - Office Supplies 
92104 * Postage and Delivery 

Total 921 OFFICE SUPPLIES & EXPENSES 

923 OUTSIDE SERVICES EMPLOYED 
92301 - Accounting 
92302 Legal Fees 
92303 - Management Fee 

Total 923 * OUTSIDE SERVICES EMPLOYED 

924 * PROPERTY INSURANCE 
92401 Liability Insurance 

Total 924 * PROPERTY INSURANCE 

5.98 5.98 0.00 

42,452.40 61,555.98 104,008.38 

42,452.40 61,561.96 1 04,014,36 

8,676.00 8,6'76.00 0.00 

0.00 0.00 0.00 
3,117.45 4,47 1.55 1,354.1 0 

1,354.10 3,117.45 4,471.55 

5,614.00 -3,825.78 

5.614.00 1.788.22 -3,825.78 

(2,471.68) 17,407.45 14,935.77 

16,986.74 15,423.70 32,410.44 

232.13 
152.63 

232.1 3 
152.63 

0.00 
0 00 

41.39 41.39 0.00 

426.1 5 426.1 5 0.00 

2,273.39 2,105.00 (168.39) 
182.87 3,413.29 3,230 42 

6,211.15 25,964.66 19,753.51 

8,667.41 31,482.95 22,815.54 

3,041.53 6,796.84 3,755.31 

3,041.53 6,796.84 3,755.31 

Page 1 of 2 



930.2 - MISCELLANEOUS GENERAL EXPENSES 
930.26 * Licenses and Permits 

Total 930.2 - MISCELLANEOUS GENERAL EXPENSES 

934 * EASEMENT 

Total GAS OPERATION & MAINT EXP 

904 * Ucollectible Accounts 

Total Expense 

Met Ordinary Income 

Other IncomelExpense 
Other Income 

OTHER INCOME 

Total Other Income 

Other Expense 
OTHER DEDUCTIONS 

42701 * Finance Charge 
42702 - Loan Interest 

Total OTHER DEDUCTIONS 

42703 - Penalties 

Total Other Expense 

Met Other Income 

Net Income 

35.00 35.00 0.00 

35.00 35.00 0.00 

7,237.44 '7,237.44 0.00 

34,831.23 78,388.82 43,557.59 

0.00 0.00 0.00 

41,085.91 52,238.68 93,324.59 

9,323.28 10,689.77 1,366.49 

0.00 0.00 0.00 

0.00 0.00 0.00 

200.67 200.67 0.00 

6,193.78 2,374.14 -3,8t 9.64 

6,394.45 2,574.81 -3,819.64 

213.00 213.00 0.00 

6,607.45 2,787.81 -3,8 1 9.64 

-6,607.45 -2,787.81 3,819.64 

2,715.83 7,901.96 5,186.13 

Page 2 of 2 



ATTACHMENT 4 
EXHIBIT F - UPDATE 

Account 92401 - Liabilitv Insurance - Explanation of Expenses 

Liability Insurance expenses based on the actual premium through the policy expiration date of I011 5/07 
Policy from 10/16/07 through 12/31/07 includes an anticipated 10% premium increase, 

IPrernium Period j~remium Per month ITotal Period Permiurn I 
Actual Premium 10/16/06 - 10/15/07 is $6,939.01 
1/01/07 .- 12/31/07 577 58 5,487.0 1 

Policy Premium for Policy beginning 10/15/07 
(Yearly premium renewal received 9/28/07 in the amount of $6,287.20) 
10/16/07 - 12/31/07 523.93 1,309.83 
Account 92401 - Liability Insurance 2007 Expenses 6,796.84 


