RoOBERT L. BRowN IIT

ATTORNEY AT LAW

1005 SoutH MAIN STREET

CorBIN, KENTUCKY 40701
ROBERT L. BROWN 111 (606) 528-3073
SARA B. MAHAN FAX (606) 528-3289

June 16, 2009

VIA FACSIMILE AND MAIL

Mr. Jeff Derouen H%CE%\ ’Q
Executive Director N 17T 2009
Kentucky Public Service Commission - e OE
P.O. Box 615 eOM
Frankfort, KY 40602

RE: CITIPOWER, LLC - Case No. 2009-00205
Dear Mr. Derouen:
Enclosed please find the original and ten (10) copies of Citipower, LLC’s
Response to Commission Staff’s Initial Data Request to Citipower, LLC and an Entry of

Appearance as it relates to the above-mentioned matter.

Your attention to this matter is appreciated, and should you have any questions
or comments, please do not hesitate to contact me.

Sincerely,

Robert L. Brown [

RLB/ca

Enclosures



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC CASE NO. 2009-00205

RESPONSE TO INITIAL DATA REQUEST OF COMMISSION STAFEF
TO CITIPOWER, LLC

Comes now Citipower, LLC, (“Citipower”) by and through the undersigned
counsel, and states the following response to the Initial Data Request of Commission Staff

to Citipower, LLC, with regard to the above-referenced case number:
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
PURCHASED GAS ADJUSTMENT FILING
OF CITIPOWER, LLC
CASE NUMBER 2009-00205

1. Refer to Citipower’s Quarterly Report of Gas Cost Recovery (“GCR”) Rate
Calculation, filed June 1, 2009. For the 12 months ended December 31, 2008, Schedule II
shows purchases only from CitiGas, LLC (“CitiGas”). Explain why it is reasonable to base
the price Citipower pays CitiGas for its gas supply on a price quoted by Citizens Gas
Utility District (“Citizens Gas”), which supplied no gas to Citipower during the 12 months
ended December 31, 2008.

RESPONSE: The GCR normally includes both prospective and retrospective
calculations. As the GCR represents a Citpower’s best estimate of its natural gas costs for
the next period, this amount is based on the known costs of gas it has contracted to buy
during that time and gas it has already purchased, as well as the estimated cost of gas that
will be purchased at market prices during the period. In this case we are dealing with an
“affiliate” as defined in KRS § 278.010 (18) therefore “arm’s length” pricing can
theoretically differ from actual third party costs due to estimations. Because some small
purchases in January 2009 were made from a third party (Citizens Gas Utility District) as
stated in Response No. 2 of the Response to Initial Data Request of Commission Staff to
Citipower, LLC in Case No. 2009-00080, Citipower was aware of the future probability to
purchase gas from third parties. (See also the January 2009 purchase from Citizens as

attached Citipower’s May 29, 2009 Gas Cost Adjustment filing.)
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Citipower deemed it prudent and reasonable to factor the Commissions comments
questioning why Citipower used NYMEX strip rates (Case No. 2009-00080) into a review of
the localized market definition of gas supply rates. While a NYMEX strip rate is a valid
gauge of gas prices (See Response No. 4 hereinbelow), Citipower solicited the three closest
non-affiliate producers to provide gas to the utility (See bid letters attached as Exhibit “A”
hereto) in an attempt to further define the local (arm’s length) market cost and to
investigate third party supply. As the then current gas supply agreement expired May 31,
2009, Citipower further deemed it prudent and reasonable to secure a gas supply contract
with a reputable producer ensuring a constant supply of gas in the event the affiliate
production continued declining. Based on the replies (or lack thereof — only Citizens
responded) Citipower entered into a gas supply agreement with Citizens Gas Ultility
District (See Exhibit B). Thus, the Citizens Gas Utility District quote for the cost of gas
being $5.00 per mmbtu plus the actual cost of natural gas based on the
Tennessee/Louisiana 800 Leg Index is a very accurate definition of the utility’s cost of
purchasing that gas and transporting it via pipeline to their system. While the prices
quoted by Citizens Gas Utility District are higher than a NYMEX strip price itis an accurate
definition of “market price” under the Kentucky regulatory guidelines. Therefore,
Citipower respectfully submits that its actions are prudent, within the definition of “arm’s
length”, and just and reasonable.
Robert L. Brown III
1005 South Main Street

Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC
CASE NO. 2009-00205

2. In Citipower’s last GCR filing in Case No. 2008-00080', the approved
Expected Gas Cost (“EGC”) was based on a New York Mercantile Exchange (“NYMEX")
natural gas 12-month strip rate for March 26, 2009 and one month of its expiring contract
rate. Provide the rationale for basing the current EGC on the Citizens Gas price as opposed

to a NYMEX natural gas 12-month strip rate.

RESPONSE:  See Response No. 1 hereinabove.

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC

' Case No. 2009-0080 Purchased Gas Adjustment Filing of Citipower, LLC (Ky. PSC Mar. 31,
2009).
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC
CASE NO. 2009-00205

3. Citipower’s cover letter states that it changed its pricing mechanism because
of the Commission’s inquiry concerning the use of NYMEX pricing in the last case. In Case
No. 2009-0080, Citipower was questioned about its use of a fixed 12-month strip rate that
had expired. The Commission ultimately approved the use of a current 12-month strip
rate. Explain why Citipower made a pricing mechanism change after the Commission
approved the use of a 12-month NYMEX strip rate in its most recent GCR case.

RESPONSE: See Response No. 1 hereinabove.

Robert L. Brown I1I

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC CASE NO. 2009-00205

4. Does Citipower consider a NYMEX strip rate an acceptable estimate of an
arm’s length price of natural gas?

RESPONSE: KRS § 278.010 (25) states that "Arm’s length” means the standard of
conduct under which unrelated parties, each party acting in its own best interest, would negotiate
and carry out a particular transaction. Based upon this statutory framework a NYMEX strip
rate is certainly a recognized and valid method to establish gas cost estimates based upon a
published rate. NYMEX rate has historically been used by Citipower because it is readily
available and from a recognized and published market. Further, Citipower has historically
not had the need to purchase third party gas so an index was a recognized and easily
administered formula for gas costs. Thus, the qualified answer is: yes, a NYMEX strip rate
an acceptable estimate of an arm’s length price of natural gas. However, neither a NYMEX
strip rate or the proposed Citizens Gas Utility District quote for the cost of gas being $5.00
per mmbtu plus the actual cost of natural gas based on the Tennessee/Louisiana 800 Leg
Index are mutually exclusive as to the definition of arm’s length. Citipower states that
under the circumstances the Citizen’s gas quote is a more accurate definition of an arm’s
length definition of the McCreary County market rate for natural gas. (Also, see Answer
No. 1 hereinabove.)

Robert L. Brown III
1005 South Main Street

Corbin, Kentucky 40701
Attorney for Citipower, LLC
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC
CASE NO. 2009-00205
5. After having used NYMEX strip rates in the past as a basis for calculating its

quarterly EGC, explain whether Citipower now objects to the use of NYMEX for such

calculation. If so, why?

RESPONSE:  Objection is the incorrect standard to apply to the circumstances.
Citipower proposes that the current conditions and the Kentucky regulatory guidelines
dictate that the proposed Citizens Gas Utility District quote for the cost of gas being $5.00
per mmbtu plus the actual cost of natural gas based on the Tennessee/Louisiana 800 Leg
Index is more accurate than a NYMEX strip rate and is in fact the market rate. (See

Answer No. 1 and No. 4 hereinabove.)

Robert L. Brown IIT

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



Question 6
Pagelofl

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
PURCHASED GAS ADJUSTMENT
FILING OF CITIPOWER, LLC
CASE NO. 2009-00205

6. Provide an EGC calculation for the quarter beginning July 1, 2009 based on
the use of a NYMEX strip.

RESPONSE: 12 month strip for July 2009 is $5.39 (X 1.2) = $6.468

http:/ /www.richardsonbarr.com/ IndustryResearch/ News.aspx?a=detailed &ticker=$NGS ]

Robert L. Brown III

1005 South Main Street
Corbin, Kentucky 40701
Attorney for Citipower, LLC



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

PURCHASED GAS ADJUSTMENT FILING
OF CITIPOWER LLC
CASE NUMBER 2009-00205

/=

Rebert L. Brown I11

1005 South Main Street
Corbin, Kentucky 40701
Telephone: (606) 528-3073
Attorney for Citipower, LLC

CERTIFICATE

I hereby certify that the above and foregoing was on the / é day of June 2009,
served by faxing and mailing the original and ten (10) true and exact copies of same, all
postage prepaid, addressed for delivery to:

Mr. Jeff Derouen

Executive Director
COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION

211 Sower Building

P. O. BOX 615

Frankfort, Kentucky 40602

And by mailing a true and correct copy to:

Hon. Jack Conway

Attorney General

1024 Capital Center Drive

Suite 200

Frankfort, Kentucky 40601-8204

=

Bl _/

Rbert L. Brown I |




CitiEnergy, LLC

April 16, 2009

TO: Glenn Jennings, Pres.
Delta Natural Gas Co., Inc.
3617 Lexington Rd.
Winchester, KY 40391

SUBJECT: Invitation to Bid Natural Gas Supply

Citipower LLC is a natural gas utility located in McCreary County, Kentucky. We are requesting
companies with available natural gas supply to offer a bid price to supply Citipower's annual
gas consumption requirements, Should you wish to supply gas to Citipower please respond to
Citipower on or before May 31, 2009.

Citipower supply requirements:

1) Up to 90 MMcfg per annum (a detailed volume consumption history will be forwarded upon
request)

2) To maintain pipeline pressure of not more than 30 psi and not less than 15 psi annually

3) Gas quality must be 1,000 mmbtu or greater

4) Gas price must be bid on an "Index plus" basis for a 5 year term

5) Gas contract to begin August 1, 2009 through August 1, 2014

6) Any expense associated with gas delivery (pipeline, metering etc.) shall be born solely by
natural gas supplier

If you wish to make an offer to supply natural gas to Citipower LLC please submit
your proposal to Citipower at 2122 Enterprise Rd., Greensboro, NC 27408, on or before May
31, 2008.

Thank you,

Daniel R. Forsberg, Pres.

2122 Enterprise Rd.
Greenshoro, NC 27408-7004
(336) 379-0800
(336) 379-0881 Fax
www. CitiEnergylic.com


http://www.CitiEnergyllc.com

CitiEnergy, LLC

April 16, 2009

Wayne Ferris, Pres.

Champ Oil

2000 S Stemmons Frwy #200
Lake Dallas, TX 75065

SUBJECT: Invitation to Bid Natural Gas Supply

Citipower LLC is a natural gas utility located in McCreary County, Kentucky. We are requesting
companies with available natural gas supply to offer a bid price to supply Citipower's annual
gas consumption requirements. Should you wish to supply gas to Citipower please respond to
Citipower on or before May 31, 2009.

Citipower supply requirements:

1) Up to 90 MMcfg per annum (a detailed volume consumption history will be forwarded upon
request)

2) To maintain pipeline pressure of not more than 30 psi and not less than 15 psi annually

3) Gas quality must be 1,000 mmbtu or greater

4) Gas price must be bid on an "Index plus" basis for a 5 year term

5) Gas contract to begin August 1, 2009 through August 1, 2014

6) Any expense associated with gas delivery (pipeline, metering etc.) shall be born solely by
natural gas supplier

If you wish to make an offer to supply natural gas to Citipower LLC please submit
your proposal to Citipower at 2122 Enterprise Rd., Greensboro, NC 27408, on or before May
31, 2008.

Thank you,

T

Daniel R, Forsberg, Pres.

2122 Enterprise Rd.
Greensboro, NC 27408-7004
(336) 379-0800
(336) 379-0881 Fax
www.CitiEnergylic.com



PIPELINE LEASE AND GAS SUPFLY AGREEMENT

{Tennesses)

g, THIS PIPELINE LEASE AND GAS SUPPLY AGREEMENT (‘Agreement’), dated

TOU AR L9 Jo7%  puefectvems Of _Huwys /4209 (the “Effective Date”), i hetweean
CITIPOWER, LLG, & Nonth Ceroline fimbed liability compary ("Ciipowe™), ard CITIZENS GAS
UTIITY TISTRICT {*Citizens™).

RECITALS

A, CHizens pwns end cosratss 25 gighi inch siee! nsturs) gas wehemissing pipshing fhe
Transmission Ling”) that runts in 5 Northezst to Southwesterly direstion 1o Helenwood,
Tennpesses,

E. Citipower owns and operates an 11.5 mile, four inch steel naturat gas gatheding ’
pipaling (*Gathering Lins™} that runs generally Norh o South from the Kenbucky/Tennesses Stais
Hre to the te-in to Citizens’ Trarsmmission Line.

L. Ghipower owns gnd operatas the Worlsy Comprassar Site ("Compressty) on its
Gethering Line Jocated epprodmetely 2,000 feet south of the Kentucky!Tergiessse Biats Line on
isham Road, wihich Compressar s idle during cerdain fimss of the vear,

0. Citzens owns 2nd operales a plastic natural gas distrihution system of pipslines sl
runs ganerally Nertheast o Souftrwest from ifs fs-in io Citipower's’ Gathering Line which tie-iit s
focated ot Clizens's Piney Grove Simtion close io the Compressor,

E, Dusing thoss Hmss of the vesr during which ihe Compressor i idie, Thizens deskes
% lemse fror Cllipower et posiion of fie four inch sisel Gathering Systam thet runs Trom s
Worley Comprassor Stte io the Clizens 2ight inch Gathering Line in %he Pine Hil ares of Soott.
Courty, Tennessas (e “Lessed Lins™} and effeciively eppend ihe Leased Ling fo the font srd of
Cizens Disiribution Line.

F. Daring those times of the year durdey which Citizens lssres the Leased Une from
Citipower, Cltizens dasires 1o provide pealdng gas to Citipowsr ptsuart to the terme and
conditions of this Agresment.

AGREEMENT

For good and valusble considemalion, the recelpt and adeqgusacy of which ts hereby
ackrowisdged, Cilipower &nd Clfizens hareby agres as holloes:

1. Fipsline Lesse: Tofaciitale the nesds of sach pariy, Ciipowsr shall leace 5 poriion
of its gathering line fo Cilizens dusing cerlaln Ymes of the veor os follows!

a2 Ihelessed (e CHipowsr horsby leases fo Tiizens, hef porion of Sie
CHipower's folr Inch stee] poefine defined 2s the "Lessed Ling” in Rectis! £ of this agresment
dwing =¥ such fmes that Citipower s nol uging the pipeing to defiver local nahiral ges produsion
fom Kentuoky Tor resale fo Citizens gt the Imierconnedt of the Gittzens elght inch Gathenng Une
in the Plne Hill sre of Sool County Tennesses. CHizers use of ths line s for the specific pispose
of supplying gas fo ¥'s Teanassee Cusiorers, Suppiving oas ko Cltinower, &s provided for it
paragraph 3 vontained hereln.



b. Oparsficns: Subjedt i paragraph 1.¢ of the Agreement, Clilzens shall
operate the Leased Line in aocordance with prudent pipalie opersior standerds, and shall use s
vest efions 1o maintsin the serdards of operstion Tistorfcally srovides by Clipower, except any
necessary differences resuiting from Citizens’ use of the Leesed Line as & distibuton line a2
oppossd w CHipower's use of the Leessd Line es & gethering fins.

¢, Moo Modifiestione Ciiizens slso agress not o perfom o cause o be
performed any materdal moedifications to the Leased Ling. For fhe mrposes of s Agresmart, &
mzterial modification to the Leased Line & any modfinstion, repair, maintenance or offier physice!
chgngs in the pipsline that would detrimontzily impact Tlipower'z use of the Leased Line during
e Tarm of this Agreement and theredfier. The dafinition of Matorkl Modifications indudes.
without limitefion, new teps or tonpections.

d. Repsims erg Maintenants: Any repeits or maimenanos of e pipeline shall
be perionmed by Chizens emplovess & the cost of Clipowsr. For il emergency repairs, Clizans
will submi an invoice to Cipowsr within 30 days of the repalr and Cliipower Wil pay Gitlzens
wAthin 20 days of recelpt of the invoics. Emergency repair inveices shall not excesd the doflar
emount of §2,000.00. Any repa, sither emargency of non-amergendy, that is anidpsted by
CHizens 1o extoed §2.000.00 will require pre-spproval by Cilisower prior to the repatr being
made, For repairs that sxceed $2,000.00 requiring pre-apisove? by Cltipower, Citizens reserves
e right to request Cifipower 1o pay B0% of the repair cost prior to Oftizens beginning the repalr,
The remaining 30% shall be pald for within 30 days of the date that Chipower seceives the heoiss
from Clizens,

2. Tils snd Risk of Loss: The risk of loas and tide fo the gas in the Leased Lins shall
pass 1o Citizens during the montire that the Leased Line is belng leased and operated by
Citlzsng, Transfer of operations shall Indude the accouniing for any plpeline gas Uwentory
diffarences.

3. Dsivery Point; Citzens ggrees io deliver to Silipowsr, & varisble guantily of peaking
ges tangling from 0 to 1,000 MMSTU per day. The delivery point (“Dielivary Point) shall bs the
migler o be Installed w the tocation of the Compressor. Provided, however, the iplal volumes
defivered to Clipower, during any twelve (12) month pericd, shall not excesd 100 000 MMETUs,

&. Pgaling Meter and Reaulstor Staticn: Citizers shiall, &t Ks sols risk and
2oenss, NsEH such peaking meter and regulator station =t the looation of the Compressor mier
consultstion with Sillpower 23 1o te aoius] oostion.

b, Mster Reading: Clizens shel! designate and nofily Clipowsr Inadvance of
the day and fime for 2fl meter readings, Ciipower shell nave he right, but not ths ohiigeiion o
nEve & repesertative prasent for 21 such matsT fesdings.

©. Meter Deposit On or before Oodober 1 of esch yeer susing the Term of s
Agreament, and i Bt of 3 mater deposit, Citipowsr shadl dellver to Clilzens; (A} a hank ister of
oredit, or {B) e surely bond inan amournt equal to: (3) twice the esmated volume of gas
{astimated by Cilpowan) to be purchases during any given 30-¢ay period multipfed by the cost of
Ure ges setioh In Section 4 {a), ), o {c) of this Agreement, Ths sslection of the peaking ges
wost used in fhe abovs caterdaion shall be =t Cifoower's sole discretion. # the aatug amount of
ges gelivered In any given 30-esiod excesds the amount esimated by Cltivower by more then
50%. Citizens may nequest an Morsass in the smount of the bank Istier of credit or surety bond st
ay e,




4, Dostof Gas: Ciipever shall pay 1o Ciizens, in 2d4dition 1o the cost of the gas ("Gas
Priee™), an amount squal in $5.40 per MMETU of gas deliversd a1 the Delivery Point. I
determining the abova gas charge, the parties agres thet Cifipewar shall be ertliiled fo nef the
quanity of NMBTLY's delflversd 1o Citizans by Gitipower against the quantity MMETL': of gas
defivered to Citipower by Chizans during any paymed period. For the purpose of this Agresmsnt.
the Ges Prics shall be dofinad exclusively by the following indsx The Tennessee Louisiznz
index, 800 Leg (22 published in the Inside FERC Nelural 3z Market Reporl)

5, Specikations, Gas delvers? at the Dalivery Poini(s) shall be of pipsline quaily, es
reqiired by Ciizens, mestng ihe speciications of the receiving pineline end acceptable 1o the
recaiving pipeline anvd shall e & adequale ressure o be resatverd by 1he recelving pipsing
without additional compression.

6. Lizbfity and indemnily Amona the Parties: Each party agrees o indemnily, defend,
and hoid the other hermitess from and against any liabiiity, daim, or cause of sction 2ooruing
whie the gas i deamed 1o be in the Indempfying parfys possession and correl

7. lesuranes: Citipows: and Clizens shail exch mainisin general Babfity insursncs on
the Leased Une for the monihs, respeciively, ihet serh pary s In confrol and operalich of the
Lezsad {ine, and shall mame the ol 5 an addiilend insired on each policy.

8. Taun The Termtof s Agrsement shall be from fss Effective Date untl the kst g
of #arch, 2014,

]

8, Wementy, Citipowesr and Gilizens warrants i each ofher (@) thet it has good snd
sufficient legal titls {0 fhe gas delivered by it and tha right to deliver same (b8 that & hes pald of
will pay, or canse (o be pald, wl royalties, overriding royalties, production pavinents or simiar
charges, ¥ eppdficable, agsinst e oas daliversd by such paty, end (o) that e ges s
miarchantable and mests the spesifications hersln, Each parly sgrsss o indemnily, defend, and
feid the other termiess Tom and against any loss, claim, or domend by reason of any fallurs or
bresch of this warranty.

10, Audit Eoch party @il iis doly authorbzed represertatives shall hews scoess the
Fcotnting resords and oifver documents maimtaingd by the other pariy which relete io s
Agresment and anel have the tight to 2udi sush reconds 21 any regsonshls Hme or fimes onee
evary two years and within twersiy-four (24) manths sfter e termination of this Agresment.

1. Chencisl Resoorsibility: in the event thet  party {tfie¥non-perfoming perhy®) faiis 1
make lrmrely payment of zny sums cue herstnder of defaulls in the performancs of any oblization
10 the othar party ("the porforming party”) under this Agreement, o sthorwise gives the
performing perty reasonabls grounds 1o doul #s continuing financiel responsbiity, the non-
parfonming parly shall provide such addifional security oy or sssirances of e performants of ibs
ohilgations as may be reasorebly demended in writihg by the performing party. ¥ such securlty
For or assurancs of confirmed parfomance is not provided within e (5) Susiness days of the
written demand therefore, the performing perly may suspend s own performance urdar this
coniract Uik such secundy or sssurance ks provided, or may nediEEly termingts this
Agreement upon ten {10) days advanced wiitten notice. If efther perty makes 5 general
assigrment for e berefit of Graditors, or fles a pefion or commeness s case undsr any
bankrupiey, reorganizadion, or simizr faw for the protection of creditors, or has any such peifion
Ted or case commenced against §f, then the ather party may Immediatsty ferninate tis
Agresment upon written nofice, Exercise by efther parly of 27y rights under this provision ghsli
be without prejudice o any deim for damages o any oihar right tnder s Agreemant or
sppizable aw.



12 Taxes: Alltaxss {if ’s""ry! relating to the st gas shall be borre by e perty having
s Yo arwd possassinn of the gas atihe soint of levy oF EsseEsmenl

13. Choics of Law, This Agreement and any dispuds arising hereunder shelt be
roverned by the laws of e State of Tennsases and sach parly conseris fo the sxclusive
iuristichon of fhe eourds In Tennesses.

Force Meieurs: No fallurs or gedzy in pafmnarm whativer in whole o I part, Dy

ither aa"hx Wil D Goemed o ba a breach hereof {other $1an the obbgaﬁon 10 pay monay m
dite under this Agreement) when that faillurs or delay is o«;ms;z?‘ed by o7 due to 2 Forcs Malewre
Event and e not contributed o by the affected party’s negiigence or wilifil misconduct. The party
=ffectsd by 5 Force Maleure Everi shall give written nofice to the othey parly 26 soo0 as
ressonably possiils of the Force Majeurs Bvent and tis expedied duration. Fores Mejeurs ze
used herein means edz of God, vandalism, wars, oivi xm"asv rebeliion, blockades, stikes,
Bgtiing, fres, floods, explosions, hirrisanes, breakege of mashinery or pipelines, falure of
freezing of wells or pipalines, fedurs of fhird party p«pak?rs fa ransport ges, and oty causes not
within the control of the ety daiming Fores Mgjeurs. The gffecied party will uss
sominercially regsonable sfforts to remedy each Forcs Maleure Event gnd resume hiull
performanos under this Agreemant as soon 28 reasanshly practicable, excent Hist the seiiiement
of shyfess, nokouts or olter lebor dispites shall be entirely wifhin the discretion of the gffecier]
DArty.

15, Notioe; Al bilings, peyients, siabesnents, ﬂﬁmcm‘ commurication shiedl be in
watting and shall be deliversd persorally, by i, by fzesimBe or by telegram fo the address e
forth below, unless changed by wrilien nofice:

For Motices and Compmunications b Ciipower CIIPOWER, LT
2127 Enterprion Rasd
Creenshoro, NU 27408
ATTH: Adem Forsharg
Telephons, ZA5-374-0800 & 106
Fatsimile: 3383750384

1
g

Notess and Communleations to Cifzeng: Clizens Gas Uiy Dlstict
PO Boxd2G
Helsnwood, TH 877585
?é%?"}(}t'z“’ A3 SBORAST
Facsimie: 423-580-5383

18, ﬂgr : No o=l promises, agreements or warrenrties shall be deemsd a p
herecf, nor shaz thate be any &fisration or emandment of s agreemmin, of waiver of aﬂyc' fiic
provision, uniass the seme be § n writing and execated by both pariies t i Agreemant. This
Fgﬁfacme*rt shall rrot be sublect to modification or waivst by shy Sourss of p.efomarm, coarse oF
q{ﬂ" O usags o { rade,

17. Walvar The waiver by efther parly of #s breach of any provision heseof by the offier
party shall not ba destmed 1o be a waiver of e breach of 2y otfer provision o m‘nvrssws ferent
or o any subsequent v sonfinuing breach of stch provisian of frovisions.,

18, &mlM‘, mv-&gwn*enfshaﬁ tnd 2 Feve o fhe benell of the patthes hersto
and their o Sticresstrs and 2eskms.

18, Cotirety of Acrebment Thees sre no undersiandings, agresments o
represaniations, ssgress or impiied, not specified in tis f&wmert babwresn the pares.



Z0. Dleputs Resolufion: Al gisputes betwesn the neriss thet arlse from, telete o, or e
i con 'ae:‘bcn with this Agreemen will be ressived by bintling arbiration p.?:warr‘. o ihe
cemmercial dispide resoitdion rules of e American Arbiraton Assocalion, whish will select 2
arbitrator with knowletige and experience relaling to 1he prodiuciion, gathering, Fansmission,
farkeling, wnd sals of ratural gas. Neithér party will b2 precluded by this Section from seeling
Injurichive or other equiiable relisl against te other pariy in any court of w’ﬁfeien‘ jurisdiction,
Ag in-persn arfration proteedings will be cohdudsd in Knoxaviie, Tennsssee, &t a site mulialy-
agrezd o by the partles,

21. Severance: K any provision of tis Agreamert is detsrmined to be invalid, fhe pariles
intand fhet this Agresment will remain in effeet withous the applisation of the invalld provisk:

22. Time: Tins B o Hhe essence inthis Agreement.

N WITNESS WHERECF, the parties have sxecuted two {2) orginsis of his Agreamert
Uc.‘::e TSt wiitien above,

CITIPOWER, 11D CHIZERS GAS UTIITY DISTRICY
OF SCOTT AND BORGAN COUKTIER

- By: /7*'2 j-‘; /?D?j

Freddy 8;\
25O . S

"Dar&! R. Fais be i
Presides




