
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

KENTUCKY FRONTIER GAS 
COMPANY, LLC AS BANKRUPTCY 
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HARRY THOMPSON, THOMPSON ENERGY 
ET. AL AND OTHER UNKNOWN ENTITIES 

COMPLAINT 

Kentucky Frontier Gas Company, LLC (Frontier), by counsel, petitions for an order 

directing Harry Thompson, Thompson Energy, Chattanooga Company or Chattaco, Wilon 

Gathering and entities associated with Thompson or Richard or Pam Williams et. al to 

cease their improper and unlawful service to certain customers of B.T.U. Gas Company 

(“BTU”) and of diverting gas supplies of BTU and Frontier to their own use without 

authorization by this Commission or BTU and for a determination of ownership of certain 

pipeline facilities. 

In support of its petition the following information is provided. 

1. Kentucky Frontier Gas, LLC is a Colorado company authorized to do business in 

Kentucky. Its address is 4891 Independence St., Wheat Ridge CO 80033. Managing 

partners are Robert Oxford, Steven Shute and Larry Rich. A copy of its articles of 

organization and its certificate to operate in Kentucky were filed in Case No. 2008-00394. 

2. The former owners and operators of BTU, Richard and Pam Williams, are 

involved in a personal bankruptcy case which has encumbered BTU’s ability to continue 

operations. Frontier was appointed operator of BTU by the bankruptcy trustee in Case No. 



10-70767-TNW on August 1 1,201 1. 

3. Frontier as operator of BTU filed a tariff for a Gas Cost Adjustment mechanism 

on October 31,201 1. The tariff was approved for rates effective on and after November 2, 

201 1 in Case No. 201 1-00374. 

4. Frontier as operator of BTU filed a tariff for an emergency Gas Cost Adjustment 

mechanism on December 20, 2011. The tariff was approved for rates effective on and 

after January 9,201 2 in Case No. 201 1-0051 2. 

5. Frontier has learned in five months of operating the BTU system that the Lost & 

Unaccounted for gas (L&U) is inordinately high. For the August-December billing period, 

the L&U of BTU is at about 59%. In other words, almost 3/5ths of the gas purchased by 

BTU simply “disappeared”. Some of this discrepancy is from leakage, but Frontier 

assisted BTU in a leak survey of the system in 2010 and believes leakage is a minor 

issue. Some of the L&U is due to inaccurate measurement, because most BTU meters 

are old and are apparently not under any meter testing program. Frontier believes that 

most of the LRU is plainly use by customers without meters, of which Frontier has found 

about 60 so far; and by foreign entities taking gas from illicit connections. 

6. Under Commission rules, a gas utility cannot recover gas costs for more than 

105% of its volumetric sales to customers. The L&U discrepancy between gas volumes 

purchased from suppliers versus gas costs recovered from customers results in a 

significant financial impact, as Frontier must subsidize the gas cost recovery losses 

incurred by BTU. 

7. Frontier has found that the BTU system was interconnected with foreign 

pipelines. Three separate illicit connections to the Sigma system (now Frontier - Cow 

Creek) have been discovered and removed. These were direct and clandestine 

connections with no meter, both below- and above-ground, where BTU was improperly 

taking gas from Sigma. Area producers have similar stories, where BTU concealed 

connections to take un-measured gas from producing wells and pipelines. 



8. On or about October 25, 2011, Frontier received a call from a BTU customer 

who wished to remain anonymous. The customer recounted a conversation with Pam 

Williams which purported to transfer the customer’s account to Thompson Energy of 

Lexington, Kentucky. Information from customers in this area suggests that they are 

concerned about their gas supply and about uncertainty of the authorized gas supplier. 

Many fear the consequences of multiple gas operatives in the area. 

9. On further investigation, Frontier found two pipeline segments which have 

served BTU customers for years, but which are now claimed by former owners Richard 

and Pam Williams as belonging to “Thompson Energy”, which has no approved PSC tariff 

and no record of existence in Kentucky. These two segments at Hendricks and Oakley 

are still connected directly to BTU mains with no meter, just a block valve separating the 

putative Thompson lines from BTU. Frontier has closed these valves, but later found them 

slightly opened and feeding gas to the foreign “Thompson” pipeline sections. 

10. The Hendricks segment is a 2-inch PE main that runs about two miles along 

Route 30 southwest of Salyersville from the Mountain Parkway into the Hendricks 

community. This segment serves a former school known as Hendricks Middle Fork 

School. Based on information Frontier has developed as operator of the BTU system and 

on information from a former BTU employee now working for Frontier, this meter was 

classified as a BTU customer for about I 5  years. This segment was identified by Richard 

Williams to Frontier manager Robert Oxford as being a part of BTU in October, 2010. In 

direct conflict with this representation to Frontier, Richard Williams later produced a 

document purported to be a “deed” to sell this pipeline segment to Harry Thompson of 

Wilon Gathering. This document was executed in February, 2006, but not filed in the 

Magoffin County Clerks office until October, 2011. No such sale or transaction was 

submitted by BTU for approval by, nor was it approved by the Commission. A copy of this 

document is attached as exhibit 1. 

11. The Oakley system consists of at least two segments of 2-inch or 3-inch PE 



main south of the Oakley community in the southern part of Magoffin County. BTU has 

meters on two “legs” of the system in this area, the main leg south-southeast along Rt. 

1635 and the Chesapeake rail system into Bee Tree Branch, and a shorter leg along Right 

Oakley Creek Road. These two legs seem to be precisely described in a document 

“Descriptive Summaries of B.T.U. Pipeline, inc. Service Areas and Pipelines” prepared by 

the Commission staff as Appendix Exhibit B for the original Case 92-220 that created the 

BTU utility. Copy attached as exhibit 2. 

At that point in time - 1992-94 - the Oakley system was mainly old steel 6-inch lines 

FG-51 and G-39 stretching 13,000 feet and 2500 feet along Rt. 1635, with “also some 

service on.. . Right Branch Oakley Creek’ (See exhibit 2 Section E on pages 5-6). Bee 

Tree Branch (See exhibit 2 Sec I on page 9) is similarly described as an old 4-inch steel 

line tying into the Oakley G-39 line, same area. The old steel lines have been replaced 

with PE, but these descriptions of BTU 1994 seem to precisely match BTU 201 1 as 

recalled by the former BTU employee, now employed by Frontier. It appears from the 

investigation that there were 25-30 customers historically connected to and billed by BTU 

Gas on this section of Oakley Road, which are now claimed by Thompson et al. 

12. Frontier has not completed its investigation and may likely identify such former 

customers on other segments formerly operated as BTU. 

13. in Case 92-220 many of these same issues were presented to the 

Commission. The Commission determined the scope of the BTU system and of its 

unlawful activities. A letter from the Commission’s Executive Director to Frontier dated 

November 28, 201 1 summarizes the findings in the case. It is attached as exhibit 3. 

To avoid additional harm to BTU by loss of customers and loss of gas due to 

unauthorized, uncompensated use by foreign entities, Frontier seeks an order directing 

Harry Thompson, Thompson Energy, Richard or Pam Williams or any other entity from 

improperly serving certain customers and from the improper use of pipeline segments of 

BTU. 



Frontier requests that the Commission compel the immediate and complete 

reinstatement of any and all gas line segments and customers to BTU Gas as they are 

identified and to authorize Frontier to disconnect illegal connections and install metered 

service to all affected customers. . 

Frontier further requests that the Commission find that any agreements, transfers of 

facilities, easements rights of way agreements or other transfer of service, rights or 

property by BTU or Richard or Pam Williams or others acting on their behalf be declared 

11 nlawfu I. 
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V I 2 4  W. Todd St. " 
Frankfort, KY 40601 

Attorney for 
Applicant 

502-227-7270 



AFFlDAVlT 

County of Floyd 

Comnionwealth of Kentucky 

Affiant, Larry Rich, after being sworn, states that he is a Managing Partner of 
Kentucky Frontier Gas, LLC and that t h e  information contained in this cornplaint is true and 
correct to the best of his knowledge. 

Sworn and subscribed befwe nie by Larry Rich, A the day of January, 2012. 

My commission expires:-. q-1q-p) 
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'I'ILIS AC;MEE&lEN'I' ASl:l B t l J ,  O F h ~ ~ . L k ,  innde aiid entered irilo this IS'" day of February, 
300h by aiid between H T.C Gas Company. Inc !ttrei:!rrf!er referred to a!: BTC; and iVilon Gathering 
Sysicnis. lnc . lizrciiiaftcr rel'crred IO 2s WCiSl 

15 1IF'HE-\S, \YC;SI I L I \  ndvancctl io 1% I i !iil:ds to cwstruct and lay a gachering pipcline in 
'Liagol'tin County,  Krrxucky troin P LY: I< rrust p , m y  lozaiud on Craft Creek ,ind running across the 
~n~ei:ier.ts i l l  Alvin Mini2 t3  Greg and Manuel X l i r i ~ u .  Piiui B2il:y ano. Carl J Howard, thence along the 
bank to thc iailroad a i d  following the railroad ~ r i i~ - :  along :he IIoward proprny to thc Camer Church 
across Rob Minix and ! ' ad  Bailey propcizies: Ihcciic IvJ\>ing Trac s Shepherd property, I-tager idinb,. 
Patnck propenj .  Rona!d hlinix. rrnnklin Bailey, 'I':tnnv Frazier, L a n y  Lee Amctt, R.C. May, and 
Will,ird Bailey co the compressor mlion locaicd 1 1  the lames Edgar Curet( property 

\C HEREAS,  DTCI assens nG ownership : i  ;!IC aforesaid gathering ;iipeline and desires to assign, 
Irnnsler scl l  convey, nird set over IO WGSl a:-y iivxest i t  inay have in :he gathering system, and 

LVkll-:KEAS, BTU m a y  froii time to tii: 2 have the necd to 1ranspo:t gas through the gathering 
system. and 

I Thai  flrU doe5 herebv <ij*,igii, Iranslk: . < ! I ,  ~ ~ ) i i v e y  ana set over unto WGSI any interest i h l  i t  

inay I i aw  ,n the gathering pipeline in Mdgoffin C c  lint>, Kentucky from P LYL R frust property 1oca:cd on 
Cralt Creek and mnncng across the casement; cf i L i r  Minix,  Greg and Manucl Mirrix, Paul Bailey and 
Carl J tloivard, thence along the bank to the r a < I w d  ant. following the railroad track along the Howard 
propmy to the Carver Church across Rob '4 i n i x  I i d  P a ~ l  Railcy properties thence leaving Trav is  
Shepherd propeny, Hagci Minix. P.-<rick prc>peri\, Ron,ild Rl!nw. F r a n k h  Zdailcy, Tommy Frazizr, L.arry 
Lee Amert. R C M a y ,  and Willard Bailcy to I :  e [ i inpressor station located on the James Edgar , h d t  
propcrty 

B I Gs ~ o m p a n y ,  inc 

Picsi den! 

Wilon Gatticring Systems, Inc 
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STATE OF TENWLSSEE 

COUNTY OF HA3III.'TON 

On r h 1 9  15"' day of February, 3006, b d o x  imi a hotary Public in and for said state and county, 
personally appeared Pain \Villiams, Presidcni oi't).. 7'. I! Gas Company, lnc. hiown to be the person 
wl?o executed and delivered the wilhm Agreeme1li and Bill of Snle and acknowledged to me that she - 
executed the same for tht: purposes therein stated. 

STATE OF TENNESSEE 

On this 15Ih day of February. 2006, bcforcl I ~ C  a hotarj Public in and for said state and county, 
personally :,ppeared Harry Thompson, President ~ 3 f  ib'ilon Galherings System, Inc., known to be the 
person who executed and delivercd the with,n Agwzmect and Bill of Sale 311d ackmowledged to me that 
she executed :he same for the purposes therein siiired. 

THIS Ih'STRUMENT PREPARED BY. 

Wilon Gathering Systems. Inc 
3675 Hixson Pike 
C h a ~ ~ o o g i i ,  Tennessee 3741 5 
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S I A T E  OF 'TENNESSFII: 

c8:05:@0 p.m" 11.-08-2011 

N:,v f l W  1 1  1 1 3 :  4l3p P "  3 

2 I2 
bOG 349 2328 Mngoffm Co Clerk 
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APPENDXX 

I APPENDIX TO AM ORDER OF THE KENTUCKY PUBLIC! SERVXCE 
COMMXSSXON IN CASE NO, 92-220 DATER 4/27/94 

INSPECTION REPORT 

B.T,U. Pdpellne, Tnc. 
Magoffin C o u n t y ,  Kentucky, 

April 8, 1994 

BRIEF - 
On March 2 3 - 2 2 ,  1494, CommiE;sion Staff visited B.T.O. 

Pipeline, Tnc. ( 1 4 . T 4 U . )  to inspect: all o f  B.T,U,'E; pipelines and 

auatorner services and to determine the jurisdictional status of 

f 3 , T . U . l ~  aperatians. Present f o r  Staff were: David Kinman, ti gas 

safety investiGatbr w i t h  the  Commission's Gas Pipeline Safety 

Branch; and Mark $ostetter End Ralph Dennis with the Commission's 

ails Branch. Representifig B.T,U. w&s Richard Williams. 

The pipeline facilities and service are&$ inspected fall into 

two categories: pipelines installed or owned by B.T,U. (Rockhouse 

Fork Area, E l k  Creek/Lick Creek, Dixie AvenUe/Auxier Branch, 

Lakevi l le  Road/Petro); and pipelines originally owned by Inland Gas 

Company ( I n l a n d )  The s e r v i c e '  areas in t h i s  latter category and 

the designated ex-Inland pipeline are: Oakley ( F G - L i l ) ,  Royaltan 

(FG-Q9/6-39), Punchexm Camp Creek, Salt Lick, and Long Branch 

(C-39), and Beetree Branch (FC-40/41), A l s o  inspected in some of 

these service a r m s  wet6 l a t e r a l  lines which B , T . U ,  ha8 fnetalled. 

A l l .  o f  these pipelines have customer services; however, 

responsibility f o r  t h m e  cuakomers connected t o  or  in the genera l  

area of pipelines previously owned by I n l a n d  is claimed by both 
B . T . U .  and Sigma Gas Corporation (Sigma), a l oca l  gaa distribution 



0 4 . 

Report - B.T.U. Pipeline 
Bdge 2 
Aptil 11, 1994 

utility providing serv ice  in Salyereville and jurisdictional t o  the 

Commission. This dispute, concerning customere moat o f  whom have 

blEeetl considered in t he  past to be subject to 807 KAR 5 t 0 2 6  (farm 

tap s e r v i c e ) ,  is the subject o f  Civil Action No. 93-Cf-00185 i n  

Mago€fin Cirauik Court. 

fhcluded in t h i s  report are: Exhibit A ,  a county map which 

depicts kha gemgraphical location of each pipei,ine/service area and 

the extent to which the pipelines are interconnected; and Exhibit 

B, a series of descriptive summaries with details on each 

pipeline/service area.  

P 
B,T.U, has i n s t a l l e d  h serieB a €  interconnected pipelines I 

fNVE8T36ATION 

which stretch from north of  Salyersville, southward through and 

around SaLyersville, t o  the Bull Branch area south of Salyersville, 

This interoQnnected pipeline Bystem includes eeveral dead-end 

l a t e r a l  l i n e s  from which additional service i s  provided. In t h e  

southern area  of t h i a  system ( L a k a v i l l e  Road a r e a ) ,  B , T , U .  h&s 

connected its pipeline t o  t h e  Petlto pipeline ( t o  which B.T.U. 

61airnr;z owfierehip) which had  been but is not preaently connected to 

an ex-xnland pipeline (FG-47). 
B.T,[S. also operat$s a pipeline in t h e  v i c i n i t y  of Highway 114 17 q Y  

east; csf Salyersville designated Rockhouae Fork, Tt is a dead-end 

Lateral  line which h$s bean disconnected from a pipeline which 

generally parallels Highway 114 ( t h e  R,C. Energy pipeline), 
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operated by Sigma end which Sigma considerr; to be part of its 

distribution system. 

From these pipelines arld lateral lines, B,T,U. provides gas 

sewvice to residential and gmall commercial, end-uaerar, According 

to B.T,U., the G O U I C C ~ B  of gas f o r  t h i s  portion of its operatiam 

are  local  wells; none of this gas  leaves the pipel ine syatem, 
) 5 I 

I3.T.U. has a lga  provided setvice to many end-use customers ,,,?.5> ,ifi 

eram various pipelines previously owned by Inland (and were I" 
~gerated by Inland as gather ing  pipelines): FG-47, FG-51, G-39, 

and FG-40/41, From some of thaee p i p e l i m s ,  I3 ,T .U.  hat3 since 

instalfed l a t e r a l  Lines t o  provide garvice. Same of the cugtoners 

served from soma of those l a t e k a l  lines were previously directly 

connected to ex-rnland pipelines, FG-47 O L  G-39. Pursuant to the 

Court's Order in CI-93-00185, B.Tp.U,  has been ordered to mainkain 

s e r v i c e  td these austOmer9, both  those customers served directly 

€ram ex-Inland pipelines and those now served  from more recently 

installed Lateral l i f i e~ ; ,  until khe Court isaues a final ruling, 

According t o  B.T.U.r t h e  source of gas f o r  these! ~ust~rntrs i s  

principally gas flowing through t h e  G-39 pipeline fo r  ultimate 

delivery to Sigma. Gas delivered into G-39 is from either 

EquikabZe Resources EXplQr2tiQn or Devco/Global Environmental 

Indugtries, Tnc. However, R , ' P . t f ,  s t a t e d  t h a t  gaEi from Local wells 

w h i c h  belong t o  B.T,U, is used to provide service to customers now 

connected ko two of B,T.U.'s l a t e r a l  lines (which are actually well 



line9 from the J. W .  Howard and C. K, Skevenrr wella and have been 

disconnected from ex-Inland pipelines), 

During t h e  cour$e of this inspection, Mr, W i l l i a m  staked that  

all of  h i s  customers’ taps  and meter sets had been Inspected by 

Commir;sion C;tafE p r i o r  to the initiation of any eervice,  except for 

t h e  mast recent group o f  customers who a r e  provided Bervice in the 

PuhCheQrl Camp Creek area,  However, a f t e r  a search o f  Commission 

racmrd$y S t a f f  has  been unable tO l o c a t e  any documents which 

fndiaate that: any af B I T + U l t t 3  customers’ service$ have been 

in~pected, axaept f o r  t h e  farm tap cu8tOmers who are presently 

connected t a  t h e  G-39 pipeline. Since B.T,U, ha6 considered itself 

a farm tap syotsm providing 2149 service t o  customers pursuant t o  

K R ~  278.4155, Commissfoll Skaff’S inspection of a customer’s tap and 

meter set; is required pr ior  t o  initiation of service [SO7 KAR 

5:026, gjec t ian  3 ( 4 ) ) ,  

/ FINDINGS 

1, The pipelines which i3,T.U. has  installed ( k Creek/Lick 

Gre6kr Bufftitlo Creek, and R h x i e  Avenue/Auxier Branch) and acquired 

through purchase (Petro), along w i t h  the various lateral lines, are 

operated as a self-contained gaf4 system, t h e  o n l y  purpose of which 

at present i s  t o  provide service t o  end-users. The Rockhouse Fork 

pipe l i j l e ,  while not lnteroonnected with kheae o ther  pipelines, is 

agetaking  if^ the same manner. Gas service3 in a l l  of these areas 

represents a distribution utility function as defined in KRS 



I 
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2 ,  Me!t;er s e t 8  for customers served from t h e  Elk Creek/Lick 

C r e ~ k ,  Dixie Avenue/Auxier B r m c h  and Petro p ipe l ines  generally 

comply with Cammimian regulations fot distribution s e r v i c e ,  

H Q W B V B ~ ,  some meter $ e t 8  had atrnoegherac corrosion; a lirnitrsd 

number bad capper t u b i n g  on t h e  ctlatorner side of t h e  meter; and 

some had hose clamp3 and aboveground p l a s t i c  pipe connecting t h e  

~ u ~ e ~ r n e t ' ~  service line tb the mater, 

3 ,  Wfiihe inspecting t h e  B,T,U.-instabled pipelines, Borne 

~ l r e z ~  were observed where t h e  soil. had eroded and exposed portions 

of plaatic pipe,  A t  each of these points, the  depth of t h e  pipe- 

line d i d  not appear t o  be adequate and in compliance w i t h  807 KAR 

5 : 0 2 2 ,  Section 7(12)(a); and t h e r e  Wa$ no evidence of khe i n s t a l -  

lation of tracer wire, a viaJ,&tion o f  807 K A B  5:022, Section 

7 (  12) (e) Inadequate depth and lack of tracer wire is also evident: 

on t h e  L i c k  Ct'eek p ipe l ine  where it ends on Highway 3 3 3 4 , *  and the! 

end of" t h e  pipe is exposed above ground. 

4 ,  B,T.U, has irlstzlled pipeline markers a long  t h e  routes of 

the pipelines i t  has i n ~ i t a l l e d ,  However, n0n0 appeared to include 

khe owner's name, addrEiBB, or k@lephone number, a violation of 807 

K&a 5:022, S e c t i o n  L4(5)(d)(l) and ( 2 ) ,  

5 ,  The o n l y  current aource of gas for cus~tomers connected to 

t h e  FG-51 pipeline (Oakley eervice area) is gaa being backfed into 

t h e  p i p e l i n e  from the G-39 pipeline. W h i l e  local wells a r e  con- 

nected to the FG-40/41 pipelines and are being used to provide 

service to customers connected to these pipelines, no local gas 
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enters t h e  (2-39 pipeline since t h e  valve a t  t h e  interconnection 

point o f  FG-40/41 and G-39 is closed. Gae service in each of these: 

instances represents a distribution function aB defined i f i  KRS 

278.010(3)(b). 

' 

6 .  B.T.U, i a  also providing service to customers connected ' 

t;c, three lateral lines: the Y .  W ,  Howard well line, the C. K. 

Steven6 well l i n e ;  and t he  Puncheon Camp Creek line. Both t h e  

Hcjwtlrd and Stevens well l ines  used to be but a r c  not presently 

COnneCttld to ex-Inland pipelines, FG-47 and G-39 respectively, The 

Puncheofi Camp Creek lateral, which is directly connected to t h e  

C-39 pipepine,  has no wells connected to it. Cas service in a l l  

, t h ree  of these instances repre~erlts a distribution function as 

defined i n  KRS 278,010(3)(b), 

1, B.T+U, should 

be required to develop 

and Maintenance P l a n  

Emergency Plan 1 8 0 7  KAR 

RECOMMENDATIONS 

be dealated A gas distribution utility and 

and file with the Commission an Operating 

1807 KAR 5:022, Section 13(2)(4)], an 

5 : 0 2 2 ,  Section 13(9)1, a Damage Prevetition 

Program ( a 0 7  K U  5 : 0 2 2 ,  Section 13(8)1, and a Drug Tasting Plan 

(807 KAR 5 x 0 2 3 ) .  

2, B.T,U. should adopt a s tandard  method of meter and 

service Line installation in compliance w i t h  807 KAR 5:022, Section 

G(2)(d), and provide a copy to the Commission and prospactive 

cus15omer8, Any rebuilding of existing meter sets or service line8 

shou ld  comply with the standard method adopted. 
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3 ,  EiS,T.U,'s  meters and t@gulat;ors a t  all cuatomer services 

should comply with 807 K A B  5:Q22, Section 9(2)(a)# (b), ( c ) ,  and 

( E )  
4 .  Test: requirements for service lines and glaetio pipelines 

before baing placed in service should camply with 807 KAR 5:022, 

Section 311(6 ) (a ) ,  ( b ) r  and (C); a i d  Section J 1 ( 7 ) ( a ) ,  (b), (e), and 

I d )  * 

E;, B,T,V, should operate its eystem at pressurea in 

Ce6KipliahCe with 807 #AB 5 t 0 2 2 ,  Sect ion  13(12)(a) and (b) and 

Sec t ion  13(13)(a) and ( 4 ) .  

6 .  Any service l ines reinstated far aervice by € J . T . U , ~  or 

any facilities which B . z I . U ,  abandons or inactivates, should comply 

with 807 KAR 5 : 0 2 2 ,  r3ection 14(14) eitld (15). 

9 .  Each B.T,U, m~stamer should be separately metered to 

camply with 607 K A R  5:022, Section 8(2)(e), inc luding  eugtomera who 

receive gas as compensation for Leases and rights-of-way [ 8 0 7  K A R  

5 : 0 2 2 ,  Section 8 ( 2 ) ( 5 ) 1 ,  B.T,W.should correct any  existing service 
where a csuskamer iff not separately metered, inc luding  three  

services i n  t h e  P i x i e  Avenue/Auxier Branch service area (Will 

Ccsnley, S l m y  Hasltins, and Owel  Howard) and services i r i  t h e  Oakley 

&rea where t h r e e  eustonlers a r@ served from one meter (Ronald M i n i x ,  

Sr., Jmpah Minix, and Ronald Minix, Jr.). 

B.T.U, ShQUld also replace a n y  inoptittable meter8 a t  existing 

services ,  including the meters for Janet Smith (Dixie Avenue/Auxier 

B r a n o h ) ;  Dave Mantgomery (Oakley): and Randolph Jackhion (Royalton), 



8 .  B:T.U,'s installation of plastic pipe should comply with 

807 KAR 5 : 0 2 2 ,  Sect ian  7(12)(a), ( e ) ,  ( d ) ,  ( f ) /  and ( e ) .  The dspth  

of ] B , T , I J , ~ ~  plastic pipelines and whether tracer wire (or otherr 

mean6 of location) h&g been used should be t h e  focua af  a follow-up 

inspastiQn. 

9, B , T , U ~  should immediately addreas t h e  dangerous condi- 

t i o n ~  in t h e  Following service areafi viewed during the inspection 

t o  csomply with 807 K . !  5:006, Section 14(l)(b), and notify t h e  

Cammission t h a t  the corrections have been made: copper t u b i n g  a t  

three mater s e t s  in Elk Creek (Norma Howard, Virgil Plummer and 

Todd P l u m i e r ) ;  aboveground plastic a t  one setvice (Molly 

Montqcmery], and a p a i r  of vise grips holding the regulatot pin in 

t h e  aut:  positian a t  another  service (Troy Minix), b o t h  in Uakley; 

black p l a s t i c  pipe a t  two meter s e t s  in Puncheon Camp Creek (Adam 

Risner and Mary Risnet); and the use of hose clamps ut one meter 

'&et in Lakeville ( V i o l a  Minix), 

10. B , T , U .  should  immedieteLy replace t h e  inoperable reguld- 

t a r  a t  the? Phillip Corrley rneter set in Puncheon Camp Creek t o  

comply w i t h  8 0 7  RAR 5 ~ 0 2 2 ,  Section 4(30)(b)l, and notify t h e  

Cammission t h a t  t h e  replaoement has beerl made. 

11, T h e  tariff which B.T,U. hag submitted in Case NO. 92-220 

should be rejected since it relates to gas service provided 

pursuant  to 807 K A R  5:026, B,T.U, should resubmit its tariff as a 

qaa diskribution utility with a l l  rates, services, and r u l e s  It 

intends t o  provide, R.T,U.'g tariff should addires8 in Ejome manner 



Repart - B , T , U .  Pipeline 
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t h e  f l a t  rate8 and Eree gas wh!ch i 3 .T ,Uh currently provides t b  some 

cugtomtrg, and such rates  and service should be i n  compliance with 

KRS 278,030 a n d  KRS 2 7 8 , 1 7 0 .  

12, Pipeline markers installed by B , T , U ,  should comply with 

807 KAW 5:022, section 14(5)(a), (c), and ( d l  1 and 2 ,  

Utility Investigator 
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EXHIBIT "A" 

OLD INUW GAS CO, P1PELIN"ES 
0-39, FCb47,  FC-51, FG-40,41 



EXHIBIT B 

DESCRIPTIVE SUMMARIES OF 
B , $ . U .  PIPELINE, IMC, SERVICE AREAB ANT) PIPELINES 

a. PEliftlCCE AREA: Rockhouse Fork 

I,OC,&TTON: ~ w y .  114 e a t ,  l e f t  onto Mwy. 1415; also includes 

a Lateral. which crosses Highway 114 t o  Hwy, 

NO. OF CU6T(SW.?ZIS: 5 (inc?lude$ 1 CustOmet on Hwy, 1888 

1888, 

- 
l a t e r l s l )  

CQMSTRUCTION: Approximalely 7,000 feet of 2-inch plastic pipe 

(with t r a c e r  wire eiccording t o  B . T . U . ) .  

SOURCE OF GAS: Local wells - Cain ( 2 ) ,  Collinsworth (5), and ..-- 
Lcmretet (l), 

P f p E ~ s M E ( s ) / r N ~ H C ~ ~ ~ ~ T ~ Q ~ :  T h e  Rockhouse Fork p i p e l h a  is 

currently connected to a series of a c t i v e  local wells. In t h e  

past, this l i n e  waa cannected t o  Salyersvillels local distri- 

btikicln I t t i l i t y  when operated as Salyersville Gas Company, Inc. 

The pipekine is preeently disconfiected from the  distribution 

utility, now operating as Sigma Gag corporation. 

AS currently configuted, t h i s  system consi6ts of a series 

of ~ c b f .  linea conneated to a p i p e l i n e ,  through which gsle is 

moved to provide service to four end-users. B , T . U ,  has also 

Laid a Late ra l  pipeline from the Rockhouse Fork line, acrose 

Hwy. 114 t o  Hwy. 1888, t o  provide f r e e  gas to a well owner 

(Calvin C a i n ) ,  

I;ERVXGE ‘AREA: Elk Creek (including May Branch) and Lick Creek 

LOCATION: E l k , , C r e e k  - Along H w y .  460 west ,  r igh t :  Onto Hwy, 

2039 and ending at t he  Hwy. 2019/Hwy6 3334 intersection; 

. 
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include8 two lateral pipelines-at May Branch (in t h e  vicinity 

of Hwy, 4 6 0 )  and w gravel road off Hwy, 2019. Lick Creek - 
Begin6 a t  the*Hwy. 2019/Hwy, 2 3 3 4  ifitergectiofi, fallowe H W ~ ,  

3334 east: until p i p e l i n e  ends, and includes one lateral on a 

graval  road; and a second leg of Lick Creek follows Mwy. 2019 

n o r t h  beyorid the: intersection w i t h  Hwy, 3 3 3 4  until t h e  

pipeline ends. 

OP CuGTOMXRS: Elk Creek - 41 
Lick Creek - 10 

CONSTRUCTTON! Elk Creek - Approximately 2 0 , 0 0 0  f e e t o f t h r e e -  

i n c h  plastic w i t h  trdcer wire (aocording t o  B.T,U.) a long  Hwy. 

460 and Hwy. 2 0 1 g r  plus approximately 4,000 feet: of two-inch 

plastic with t racer"  wire (accord ing  t o  B.T,U,) fo r  t h e  May 

Rrmeh and gravel road Lftterals, L i c k  Creek -ApproximateLy 

7 , 0 0 0  feet  a€ three-inch plastic on Hwy, 3 3 3 4 ,  including t h e  

grave l  road l a t e r a l ;  and approximately Il,OOO feet; of thtee- 

i n a h  plastic f o r  H w y ,  2019 (beyond t h e  intersection). 

gaURCE OF GAS: Local wells Fred Howdrd (1), Tackett ( 2 ) ,  

Vandcxpsol ( 2 ) ,  and C o n k y  (l), Martin (I.), G, V ,  Joseph (l), 

and F I a  C, May ( 2 ) ~  

P r P s L E M E ( S L ( I N a ~ C O ~ ~ ~ ~ ~ ~ ~ S :  The Lick Creek pipeline 

interconnect6 w i t h  t h e  Elk Creek pipeline, which in turn is 

interconnected with B,T,U,'s Dixie Avenue p i p e l i n e ,  The 

Howard well, which is directly connected t o  t h e  L i c k  Creek 
t 

pipeline on Hwy, 3 3 3 4 ,  is the pcincipwl source of gas for 

customers connected to these pipelines. 
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One end of each leg of the Lick Creek pipeline ends 

without connection t o  anything. The other ends of each leg 

interconnect to the Elk Creek pipeline which eventually 

interconnects with another portion of the B.T,U, system (the 

D i x i t  Avenue pipeline), A t  present a11 gas which en ters  these 

pipelines is used t a  provide Bervica to end-users conntscted to 

these pipelines (aa well ais customer8 connected to other pipe- 

lines ownad or claimed by B . T . U . ) .  

C, E V X C X - m :  Dixie Auenue/Auxier Elranch 

LWTXOM: Begins an Dixie Avenue (off Hwy. 460 west)  and ends 

a t  its interconnectim with t he  Petro pipeline owned by B.T.u. 

Thi$ pipeline includea a sect ion along Auxier Branch which had 

been inata32ad a Pew years ago, 

Eq2-_Ql._$USTBXS : 7 

COMSTRUCTIOM: Apptoximately 7,000 f e e t  of three-inch p l a s t i c  

pipe with tracer wire (according to B.T.U.), including one 

lskcral on a gravel road (off the newer section of pipeline), 

s ~ ~ C E  OF GAG: Local wells - Fred Howard (1) and Tackett (Z), 

Martin (l), G .  V. Ymieph (l), and R ,  C, May ( 2 ) ,  

F X P ~ ~ ~ N B ( ~ ~ M ~ ~ C Q ~ ~ C T I O N S :  The Dixie Avenue ' pipeline, 

includincj t h e  AuXiCr Branch s@ctiQfl, is interconnected at; one 

. end w i t h  the E l k  Creek pipeline and at t h e  a the r  end with the 

Peer0 pipeline, This pipeline system was interconnected with 

Salyersville's local distribution utility in t h e  area of the 

Auxier Branch section, A t  p r e s e n t ,  this connection has been 

severed by Sigma Caa, 

- 3 -  
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Dixie  Avenue/Auxier Branch delivers gas to end-users 

directby connected to t h e  pipeline, Same of the customers 

sefved hwve! nu mekers aincci! they a r e  either frare cUlOtomers or 

billed a elat: rate ,  One meter h a s  bem burned and need8 to be 

repl,aaed * 

The murce  of the gas for cheae customers is identical to 
the  source used €or the Elk Creek/LiCk Creek customers. The 

D i x i e  Avenue pipe;lFne Bhould be considered an interrelated 

part  of th6 Elk Cteek/Lick Creek and Petfo pipeline syrJtema 

whiek a t e  operated by B,T,U. ( t h e  Petro pipeline is part of 

the Lakaville Road system described h e r e i n ) .  

r). SERVICE AREAr Laktwille Road 

LOZPa'EPOM: Hwy, 7 South, right onto Hwy, 1090. 

E$r@.Bm OF C C I @ - ~ ~ . B :  11 

CBM%TROCTXOM: Approximately 26,000 feet of four-inch plastic 
pipeline called the Pctro p i p e l i n e  (installed several years 

acga by another p a r t y ) ;  approximately 7,000 f e e t  of two-inch 

p l a t i c  p i p e l i n e  which connects B loca l  well (R, C, May) t o  

t h e  Pletro pipgliner and appr0xirnatel.y 7,000 f e e t  of a two-inch 

plastic Lateral l i n e .  The two-inch Lateral a l s o  has a short; 

La tera l  paraLleling a g r a v e l  road off Hwy, 1090, 

. SOUR€rr; OF GAS: Local wella - Tackett ( 2 ) ,  G ,  V. Jo$eph (l), 

Vanderpaol ( 2 ) ,  R, C. May (2), Cbnley and Martin, and Fred 

Haward (11, 

~ X ~ E ~ I N E ( ~ ) / I N T ~ C ~ ~ E C T X O N S :  The Lakeville Road pipeline 

system conaigta of the Petto pipeline with two m j o r  laterals, 



Th,e northern end oE the! Petrb pipeline interconnects with the 

Dixie Avbnue/Auxit?t Branch pipeline, while the southern end 

currently inkeroonnects with a well line t o  B,P.U,'a E. v b  

Joseph well., ?'he Petta pipeline has been discannectsd from 

its  connection ko the FG-47 pipeline (previously owned by 

fnlatld) , 

At preSent,  none of B,T,U,'s gas which enters the 

Lakevi l le  Road pipeline aystem flows into khe FG-47 pipeline, 

En f a c t ,  t h e  f l o w b  of gas i n  .FG-47 is t o  the n o r t h  towards 

Salyersvilla ( t h r o u g h  t h e  Cobra pipeline) fo r  delivery to 

Sigma Cas. All of B.T,U.Is gas is used to provide s e r v i c e  to 

t h e  end-uears diteatly connected to t h e  Petro pipeline or 

lateral lines, Like the Dixie Avenue/Auxier Branch service 

areit, there is i! mixture o f  paying, fxlt4el and flat r a t e  

customers served €rom t he  Lakeville Road pipeline system. 

e ,  S q Y f C E  AREA,, Qakley Creek Ate& 

LOCAT~ON: Hwy., 7 South, r i g h t  o n t o  Hwy. 867 and then left 

onto HWYb 1635; also  some service on right t u r n  o f f  Hwy, 1635 

(Right Branch of Oakley Creek). 

gcl>_..gp C0B-s: 13 

GONSTftOCTfON: The principal p a r t  of the Oakley system is the -- 
FG-51 pipeline, a six-inch steel pipeline installed 40-50  

years ago. The portion of t h e  pipeline with customers is 

approximately 113,000 feet, Some of the customers considered 

part Qf the Oakley system a r e  connected to and served from a 
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section of the: G-39 pipeline in this areal  approximately 2,500 

SBCPIRCE,.,OP GAL;: Unclear. Two wells, Carty and Rower are  near 

the end of t h e  FC-51 pipeline. In t h e  pastr B.T.U. has 

claimed the tight t o  t h w e  wells, b u t  more recently Devco/ 

Global Environmental has claimed ownership, According t o  

B , I ? . u , ~  bo th  of these wells a r e  currently s h u t  in, and t h e  

well Lines €ram each well have been di6connected from the E'G- 

5 1  pipeline, 

I n  addition, it i s  unclear whether gas which is moving 

through the 0-39 pipaline to t h e  FG-17 pipeline f o r  ultimate 

delivery to Gigma Gae in Salyetsville i3 ala0 being backfed 

into the PQ-51 pipeline at the FG-51/G-39 interconnection 

point, Given the abetsnce of any other: sources of gas, it is 

likely that :  g&s f o r  B,T,U.'s cust~mtrs served from the FG-51 

pipcling is coming €ram one o r  both of these sources; t h a t  is, 

the C a r t y  and &we wells or gas backfed from t h e  G-39 

p i p d i n € ? ,  

~ ~ M E ( S ) / r M T ~ ~ ~ ~ ~ € ~ ~ ~ ~ ~ :  The FG-51 pipeline's only 

interconnection i s  w i t h  the  G-39 pipeline. Aboveground 

plastic was seen at: one service on the custamer s i d e  of the 

. mete$:; and a t  another  service, th ree  custtomers were being 

served from one meter ( a t  this s i t e ,  i t  could not be observed 

whether each customer had adequate pre9sure regulation). J u t i t  

past  t h e  t h ree  custorners/one meter site, there waa also a pair  

of vise grips holding the regula tor  p i n  in the aut position, 
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Several of t h e  customers on this system are also free or flat 

rate customers. 

F ,  SERVICE M-5: Royalton Area 

-LUC%TXC)EJ: Hwy, 7 s o u t h  past t h e  turn f o r  Hwy, 867, in the 

general vicinity of t h e  communities o f  Royalton and Gublettr, 

and the? Sandbattom and Meadows Branch areas, 

NO, CUBEMZRGt 3 1  

COHSTgWCTTQ~! Same service ie directly from the FG-47 and 

0-39 pipelines, bo th  o f  which ate six-inch ateel in this l  

service a rea ,  The re rn&in ing  service is from twa loca l  wells, 

each o f  which has a tkrea-inch steel  well line (although t h e  

J. W, Howard well line has a amall 8ectiOn of two-inch 

p l a s t i c )  4 

BQIIRCE OF GAS: Local wells - 5 .  W, Howard ( 2 )  and Gtevens 

(I)! and the C-39 pipeline (probably from gas delivered i n t o  

t h e  pipeline by Bevco or Equitable Resources Exploration f o r  

ultimate delivery to siqmb). 

P I P E E f N E ( S ~ I N T E R C 0  IONS: FG-47 connect$ t o  t h e  Cobra 

pipeline (ownership claimed by Devco/Glo4al Environmental), 

which is three-inch plaetbc, and with khe G-39 pipeline, which 

connects ui th t h e  CcAumbia Natural  Resources Bysten 

I (approximately 15-20 miles e a s t  of t h i s  a r e a ) ,  According ta 

B . T . U . ,  neither of t h e  well lines from t h e  9, W. Howard or  

Steven$ wells 1s connected to the G-39 pipeline. 

None of t h e  gas currently produced from the J. W, Xioward 

and Stevens wells enter8 t h e  G-39 pipeline a n d  La used solely 
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t o  pravide aetvice t o  customers connected to t h e  well lines. 

Gas which enters the 0-39 pipeline from other sources is used 

t o  provide: service bo B , T p , U , ' s  cutitomera directly connected t o  

t h e  G-39 pipeline. 

0 .  ~ % q I C E  U t  Puncheon Camp Creek 

LOCXTXOI4: Hwy. 7 south; also, from Hwy, 7 left onto Hwy, 

1766, 

€$3, CSj@-CIJ$TEBP!%: 19 

CBMGTIPUCTICN: M Q S ~  of the service i n  this area i s  from one of 

two l a t e r a l  pipel ines  connected to the G-39 pipeline, 

According t o  B.T,U,/ t h e  first two-inch plastic l a t e r a l  (which 

' serves four  cuztamcrs) i s  in the vicinity where the G-39 pipe'- 

line crosses Kwy, 1766, and wa8 installed by another patty 

aowe:t;ime in 1991, A second two-inch gl&StiG l a t e r a l  with 

t r a c e r  wire (according to B.T.Ua) has  been i na t a l l l ed  by B.T.U. 

to provide service to 11 customers who were previously 

d i r e c t l y  connected to the G-39 pipeline, 

%IC)IRCL OF CASt GBB whioh has bean delivered into the G-39 

pipeline €ram B O U ~ C ~ S  ohher khan B+T,U. 

P 2 P E L X N E ( f j ) / X N T ~ C ~ t  Each of the lateral pipelines 

1s connected to t h e  6-39 pipeline, which is interconnected at 

one end ( e a s t )  t o  t h e  Columbia Natural Reiwultce9 gathering 

system and at t h e  other end with t h e  FG-47 pipeline. 

A t  least i n  bna instance a cu$tc5mer1s regulator  needs t o  

be replaced; anc! at two other services, b l a c k  plastic pipe on 

the customer side CIE the meter needs to be replaced. None of 
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t h e  gas uaed t a  provide service to cuskomers from either of 

the two l a t e r a l s  goes anywhere b u t  to the end-use cuatomers. 

L m T X O N :  H w y ,  7 muth ,  l e f t  onto Hwy. 1734 (past: turnoff for 

E W Y ~  1766). 

yo* CIF CStEJmm~: 2 

CONBTRUCPION~ 

SOePEICE OF GAS2 

- PrP~es~ECs)/INTEttC~~ECT~ONSr None Each culstomtr is 

ciif.r&ctiy connected LO the (2-39 pipeline. 

None (except service lines f o r  each customer), - 
Cas flowing through G-39 pipeline. 

, 

1, gmVfc~ AREA,: Beetree Branch (formerly Inland FG40-41 

piperine f 

-- LXATEQN: 

9736 6 

Hwy, 7 south, lefk ontotBwy, 404, t h e i  right onto 

e S F R U C F T O N :  Pipeline is four-inch steel i n d t a l l e d  40-50 

years ago. 

SQuRGE OF GAS: 

orher  wells a r e  shut in,) 

P r P E L r ~ E ( s ) / I N T ~ C ~ ~ E , ~ ~ ~ ~ N ~ :  The Beetree Branch pipeline is 

connected to t h e  G-39 pipeline. However, according tO B.T,U,, 

. t h e  v a l v a  at: the interconnection point is c l m e d ,  and there- 

fare the gas b e f n g  produced by t h e  wells which are connected 

t o  these pipelines is not entering the (2-39 pipeline. 

Local. wells - Stevena (1) and SaLyer (1). ( S i x  

-9- 



, 
'dJ 'u' 

Y *  ABDITIQNWfr P I P E L I N E M :  Buffalo Creek and Long Branch 

During t he  March 21-22, 1994, inspection Staff al3o 

discussed two other pipelines: Buffalo Creek and Long Branch. 

The Buffalo Creek pipeline parallels a road off Hwy, 2019, 
I 

I past; the  turnoff for  Hwy. 3334 (Lick Creek area). It ia a 

three-inch plastic pipeline of approximately 12,000 feet 

eeprieored t o  t h e  Lick Creek pipeline, According to B . l t b U . ,  

t he re  is no gas service from this pipeline at present;; 

B . r % , L ? , t 9  intentiom are to axtend t h e  pipeline northeast t o  

intercmnnecc w i t h  an Ashland Oil gfpesline, 

t o n g  Branch is loca ted  o f f  Hwy. 7 Bouth between S a l t  Lick 

arid Beetree Branch, S i x  cuatomera (all f r e e  and metered) are 

Berued from this six-inch and eight-inch steal pipeline which 

is t h e  G-39 pipeline. B.T.U. sta ted  Sigma now services t h e m  

cuatsrners ,  and B.T.U. does not; claim any right t o  this 

s3ru i se  I 
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November 28, 201 1 

Mr. Larry Rich 
Kentucky Frontier Gas 
2963 Ky. Route 321 
P. 0. Box408 
Prestonsburg, KY 41653 

Dear Mr. Rich: 

I would like to take this opportunity to address the questions and concerns you 
raised in your email to me on November 7, 201 1, and as clarified during your telephone 
conference on November 14, 201 1 with Commission Staff, regarding the jurisdictional 
status of B.T.U. Gas Company, Inc. Although BTU’ has routinely argued that it is not a 
jurisdictional utility under the authority of the Commission, this claim has never been 
supported and has never been accepted by the Commission. In order for me to fully 
answer your question, I have taken the liberty to discuss the 20-year history of BTU’s 
operations in Magoffin County, Kentucky, as well as the Commission’s long history with 
Richard and Pamela Williams (“Williams”) and BTU, which describes how BTU has 
always operated and been recognized as a local distribution company (“LDC”) in 
Magoffin County. 

1. On May 29, 1992, the Commission established Case No. 92-220, An 
Investigation of Richard Williams, D/B/A B. T. U. Pipeline, Inc. and M5-A 7, Inc. after 
Williams, representing both BTU and M5-AII informed the Commission that M5-A1 had 
purchased a natural gas pipeline in Magoffin County called the R. C. Energy Pipeline, 
which had been constructed in 1984 by Estill Branham as an extension of Salyersville 
Gas. Williams stated his intention to sever the R. C. Energy Pipeline from Salyersville 
Gas and include it in BTU’s gathering system. The R. C. Energy pipeline represented 
500/0 of Salyersville Gas’ annual revenue. Salyersville Gas, which was in bankruptcy at 
that time, also claimed ownership of the R. C. Energy Pipeline. On July 20, 1992, at the 
request of Salyersville Gas, the Commission ordered that the proceedings be held in 
abeyance until the conclusion of the Salyersville Gas bankruptcy proceedings. 

While Salyersville Gas’ bankruptcy was pending, Commission Staff inspected 
BTU’s remaining pipeline facilities on March 21 -22, 1994, and prepared an Inspection 
Report on April 8, 1994, which reflected its findings and recommendations. This 

BTU will refer to boih B T U Pipeline, Inc and B T U Gas Company, Inc 1 
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Inspection Report was ordered filed in Case No. 92-220, and was reviewed by the 
Commission at a hearing on June 3, 1994. At that hearing BTU accepted Staffs report 
as factually accurate and agreed with Staff’s conclusion that B1-U was operating as a 
gas distribution utility. By Order dated September 21, 1994, the Commission declared 
BTU to be a gas distribution utility pursuant to KRS 278.010(3)(b). That Order also 
incorporated the Commission’s prior Order of April 27, 1994, which conclusively 
established BTU’s operations, pipeline system, gas sources, and customer service as of 
March 22, 1994.2 A copy of the April 27, 1994 Order, including the Staff Report dated 
April 8, 1994 is appended to this letter as Appendix A and a copy of the Commission’s 
Order of September 21, 1994 is appended to this letter as Appendix B. 

On January 1‘7, 1995, in response to the Commission’s September 21, 1994 
Order, BTU filed information with the Commission that confirmed that the Salyersville 
Gas Bankruptcy Court had awarded ownership of the R. C. Energy pipeline to Sigma. 
At the time of its Final Order in Case No. 92-220, dated July 6, 2000, the Commission 
noted that Salyersville Gas was then operating as Sigma. 

2. On October 25, 1995 in Case No. 95-103, The Tariff Filing of BTU 
Pipeline, Inc. to Establish Rates and Condifions for Service (filed January 17, 1995), 
Williams filed a tariff on behalf of “BTU Gas Company, lnc.” Prior to filing this tariff, 
Williams had not notified the Commission that “BTU Pipeline, Inc.” had changed its 
name, sold, transferred, or in any way conveyed any of its assets or operations to 
another entity named “BTU Gas Company, Inc.” An adoption notice was not filed as 
required. The Commission was informed that BTU Pipeline, Inc. had filed bankruptcy 
proceedings, 

3. On November 19, 1997, the Commission consolidated Case No. 92-220, 
Case No. 95-029, Case No. 95-103, Case No. 95-513, Case No. 95-377, and Case No. 
96-087 into a Show Cause matter, An Investigation of Richard Williams d/b/a BTU 
Pipeline, Inc. and M5-A1. This consolidation was done in order to deal with all of the 
outstanding issues involving BTU Pipeline, Inc. a/k/a BTU Gas Company, Inc. and R. D. 
Drilling and Completion, Inc. On January 22, 1998, in testimony before the 
Commission, Williams stated that when Case No. 92-220 was held in abeyance 
(pending the Salyersville Gas bankruptcy proceedings), “We simply formed a new 

Order of April 27, 1994 contains as Exhibit B the Staff Report and Map of BTU’s lines and 2 

facilities as of March 22, 1994 

B T U Gas Company, Inc is currently the only BTU gas utility operating in Kentucky 3 
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corporation and thought, ‘Hey, we’ll start over.”’ The Commission found that BTU 
Pipeline, Inc. failed to follow the law and the regulations in its “starting-over” process. 
The Commission also found that evidence taken at the hearing revealed that the assets 
of the companies involved in supplying gas to numerous customers, and the customers 
themselves, were “passed around in what can best be described as a cavalier manner.” 
There was no effort by Williams to inform the Commission that the name ”BTU Pipeline, 
Inc.” was being changed or its assets were being transferred to “BTU Gas Company, 
Inc.” 

4. In Case No. 2004-00018, In the Mafterof Sigma Gas Corporation v. BTU 
Gas Company, Inc. (filed on January 14, 2004), Sigma Gas Corporation (“Sigma”) filed 
a complaint against BTU alleging that BTU had extended its gas facilities in and around 
the city of Salyersville, Kentucky by connecting a number of customers that Sigma could 
serve. Sigma also alleged that BTU was serving customers that were previously served 
by Sigma. 

On March 17, 2008, the Commission found that Sigma had been administratively 
dissolved and its assets had been transferred to DLR Enterprises, Inc. (l‘DLR’’) and Cow 
Creek Gas, Inc. (“Cow Creek”). Cow Creek was granted full intervention in this case 
and stood “in the shoes of Sigma.” 

At a formal hearing on June 29, 2004, Estill Branham, President and Manager of 
Sigma, testified about the loss of its customers to BTU. One example was the new 
Magoffin County Courthouse, which Sigma had a two-inch riser at the location prior to 
the courthouse construction and had to cap off and remove some of that line to be out 
of the way during construction. A second example was the Magoffin County Teen 
Coalition, which was being served by Sigma until the Teen Coalition directed Sigma to 
remove its meter, which was replaced by a meter set by BTU. 

In reviewing the evidence presented, the Commission concluded that BTU 
believed that it was some sort of hybrid gas company, either an LDC, a gathering 
company, or a production company, even though this issue had been addressed and 
BTU’s status as a jurisdictional utility had been established in Case No. 92-220, wherein 
BTU was found to be a LDC under the jurisdiction of the Commission. The Commission 
also found that BTU believed it could serve customers whenever and wherever it 
wanted to, regardless of whether a customer was presently being served by another 
LDC. The Commission determined that the extensions and service by BTU to the 
“new,” “switched,” and “exchange” customers were not, nor were they ever, in the 
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ordinary course of business, exempt under 807 KAR 5:001, Section 9(3). Since BTU’s 
actions were not exempt, BTU was required to first seek and obtain a CPCN prior to any 
such construction or service connections. 

By Order in this consolidated case, dated June 30, 2009, the Commission found 
that the new service connections by BTU were contrary to established policy and law. 
There was no evidence in the record that Sigma was unwilling or unable to serve the 
customers or areas at issue. The Commission found that BTU was not authorized to 
serve customers of Sigma or any potential customers of Sigma in the Salyersville area. 
Specifically, BTU was not authorized to serve the customers previously served by 
Sigma in the Dixie area of Salyersville, the Magoffin County Courthouse, the Teen 
Coalition, H. C. Prater, Burke Arnett, Tommy Howard, Magoffin County Recycling 
Center, and Tom Bailey’s home and garage (WRLV Radio station is listed as connected 
but not served). Finally, BTU was not authorized to serve any new customer in the 
Salyersville area until it had been granted a CPCN to do so. The Commission ordered 
BTU to submit a list of those customers it had begun serving in the Salyersville area 
since June 29, 2004, and Cow Creek was ordered to notify the Commission in writing of 
its intention to serve those customers and the time necessary to construct lines, set 
meters, and service lines to serve those customers. A copy of this June 30, 2009 Order 
is appended to this letter as Appendix C. 

Once again, I would like to emphatically state that BTU is a local distribution 
company, a public utility, subject to the jurisdiction of the Commission. Any claims by 
Williams or BTU to the contrary are false. 

We will continue to closely monitor the entire BTU situation, including the 
Williams actions and activities, Please do keep us informed of any new developments 
or information that you obtain during your operation of BTU. 
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If you have additional questions or concerns, feel free to contact me. 
-i 

VG/kar 
Attachments 
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