COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE NOTICE OF PURCHASED GAS )
ADJUSTMENT FILING CF MIKE } CASE NO. 93-400-E
LITTLE GAS COMPANY, INC. )

0 R D E R

On December 29, 19%4, Mike Little Gas Company, Inc. ("Mike
Little") filed its gas cost adjustment and a tariff with rates to
become effective on and after February i, 19895.

After reviewing the filings, the Commigsion finds that further
proceedings are necessary in order to determine the reasonableness
of the proposed adjustment in rates and that such proceedings
cannct be completed prior to the proposed effective date.

IT IS THEREFORE ORDERED that:

1. Mike Little’s proposed rates be and they hereby are
suspended for 5 months from the proposed effective date up to and
including June 30, 19895,

2. Nothing in this Order shall prevent the Commission from
entering a final decision in this case prior to the termination of
the suspension pericd.

3. Within 7 days of the date of this Order, Mike Little
shall provide the following information:

a. Refer to paragraph 2 of the letter dated June 17,
19%4, which is included in the Appendix to this Order. Has Mike

Little experienced any problem with its source of supply from



Columbia? Does Mike Little have information indicating that local
wells from which it is supplied may be inadegquate in the
foreseeable future?

b. What are projected annual expenses for Mike Little’s
operation of Joint Venture’s gas pipeline?

c. What is the cost of the liability insurance that
Mike Little is required to obtain in Section 6 of the Gas Pipeline
Lease and Operating Agreement, which is contained in the Appendix
to this Qrder?

d. In Schedule II of Mike Little’'s GCA filing of
December 29, 1994, Mike Little states that it was billed for 285
Mcf pursuant to the minimum volume regquirement of its IUS contract
with Columbia. Does the reported volume of 17,820 Mcf in column 4
of that schedule include the 25% Mcf that was billed but not uged?
I8 the cost of these volumes included in the actual adjustment for
August and September?

e, What volumes of gas does Mike Little anticipate
purchasing from Columbia in the future? How deoes it plan to meet
the minimum volume requirements in the future?

£. Refer to the Gas Purchase Agreement in the Appendix
to this Order. How did the Jeoint Venture establish that Columbia's
IUS rate should be charged by Joint Venture to Mike Little? Was
the fact that Columbia‘s rate is a delivered rate, while Mike
Little apparently will have to incur additional expense to
redeliver Joint Venture’s gas to its system, congidered in choosing

the IUS rate?



Done at Frankfort, Kentucky, this 26th day of January, 1995.

PUBLIC SERVICE COMMISSION

ya

For the Commission /

ATTEST:

DN

Executive Director




APPENDIX
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Don Mills R Y
Executive Director

Public Service Commission

Commonwealth of Kentucky

730 Schenkel Lane

Frankfort, Kentucky 40602

RECEIVED
JUN 29 1994

PLBLIC SERVICE
COMMISSION

Re:  Mike Little Gas Company, Inc./Gas Purchase Agreement
Dear Mr. Mills:

Please find enclosed a copy of a gas purchase agreement ("GPA") between Mike Little Gas
Company, Inc. ("Mike Little") and Kinzer-Timmus-Greer Joint Venture ("Joint Venture") which
is being filed with the Commission for review purposes.

In connection with this filing, please be advised that historically Mike Little has purchased gas
from Columbia Gas of Kentucky at Phelps, Kentucky pursuant to the terms of a gas purchase
agreement dated September 13, 1968. Mike Little has had only the Columbia Gas source for
gas purchases for more than twenty-five (25) years and accordingly has concerns of not having
a secondary source of gas supply. In support of this concern, Section 1 of the 1968 gas
purchase agreement provides that gas supplied under the terms of the agreement is produced
from local wells and that when the supply of gas from such source is depleted to the extent that
deliveries can no longer be made at the delivery point, the purchaser will construct necessary
pipelines and facilities to reach Columbia’s nearest available gas supply if purchaser desires to
continue to purchase gas under the terms of the Columbia gas purchase agreement.

Joint Venture has developed producing wells in Pike County, Kentucky and desires to provide
gas supply to Mike Little, as needed by the company, based upon the terms and conditions of
the enclosed GPA. Upon entering into the GPA with the Joint Venture, Mike Little will secure
a second source of gas supply and will be able to purchase from either or both of its gas
suppliers. This will assure Mike Little's ability to provide gas service to its customer base.

In connection with this, the Joint Venture has built a gas pipeline from the gathering point of
the Pike County wells to the Mike Little system lines. Mike Little and Joint Venture propose

M. MARGANET RYANR

CF COUNBEL

JACKSON N. HUDDLRETON
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to enter into a gas pipeline [ease and operating agreement whereby Joint Venture will lease the
pipeline to Mike Little for and in consideration of Mike Little operating and maintaining the
pipeline. This will provide an economical method of delivery of gas under the gas purchase
agreement to Mike Little. By the use of the pipeline pursuant to the lease and operating
agreement, Mike Little will have the opportunity to add several new customers to its system.

The basis of the decision for Joint Venture to construct and for Mike Little to lease the pipeline
is that Columbia Gas of Kentucky would require compensation in the amount of $1.58 per MCF
to pass gas from the Joint Venture delivery point through Columbia Gas of Kentucky’s system
to Mike Little’s pipeline system. Further, Columbia Transportation would require compensation
at the rate of $0.28 per MCF to transport the gas. As a result, Mike Little’s purchase of the
gas from Joint Venture at the rate of $4.18 per MCF, which is the price currently charged to
Mike Little by Columbia Gas of Kennucky, will be substantially less than the aggregate cost of
$5.10 per MCF ($2.70/dth x 120% + $1.58 + $.28 = $5.10/MCF) for the cost of purchased
gas from Joint Venture plus the amoumts described above to compensate Columbia Gas of
Kentucky and Columbia Transportation to tramsport the gas through the Columbia pipeline
system to the Mike Listle pipeline system. The result then is Mike Little can provide gas to its
customers from the second source, being the Joint Venture, at the same price as it currently can
obtain the gas through Columbia Gas of Kentucky. By doing so, Mike Little can assure a
secondary source, while it does not have a capital investment in the pipeline. Further, as noted
above, Mike Little also has the opportunity to add additional customers to its system as a result
of this transaction.

On behalf of Mike Little, I request that this GPA be reviewed by the Commission on an
expedited basis, being less than the standard thirty (30) day review period, due to the fact that
representatives of Mike Little and the Joint Venture have had previous discussions with
Commission staff so that the transaction is structured in a manner which is consistent with
Commission policies and procedures. Further, the expedited review is appropriate due to the
fact that the enclosed GPA will have no impact on the cost of gas to Mike Little's customers and
will have the benefit of assuring the customer base of a secondary gas source.

If you have any questions regarding this matter, please feel free to contact me,
Sincerely,

HUDDLESTON, BOLEN, BEATTY,
PORTER & COPEN

i

David H. Lunsford :
DHI.:1al

Enclosure

c: Daniel C. Greer
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Mr. Don Mills
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Public Service Commission
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Please find enclosed fully executed copies of a Gas Purchase Agreement between Mike Little Gas
Company, Inc. and Kinzer-Timmus-Greer Joint Venture dated August 1, 1994 and a Gas Pipeline
Lease and Operating Agreement between the same parties, dated August 1, 1994, Unsigned
copies of these documents have previously been provided to the Commission for review purposes.
The enclosed executed copies of the agreements are being provided to the Commission for
informational purposes.

If you have any questions regarding this matter, please feel free to contact me.

Sincerely,

Ny

David H. Lunsford

304-691-8328

DHL:l-1

Enclosures
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RECEIVED
NOV 21 1994

PUBLIC SEAVICE
GAS PURCHASE AGREEMNENT COMMISSION

THIS GAS PURCHASE AGREEMENT made and entered into this

/o day of PSS , 199%, by and between
J.W. Kinzer, Operator of the "Kinzer-Timmus-Greer Joint
Ventura", P, O, Box 155, Allen, Kentucky 41601, hereinafter
“"Seller" and Mike Little Gas Co., Incec., P. 0. Box 69,
Melvin, Kentucky 41650, hereinafter "Purchaser".

WITNESSETH: In consideration of the mutual covenants
set forth herein, Seller and Purchaser agree as follows:

1. Quantity: Seller agrees to sell and deliver to
Purchasar, through Purchasers pipelines, all of the natural
gas produced from wells on its G.C. Rowe Heirs Tract on the
Solomans Branch of Peter Creek in Pike County, Kentucky, to
the extent such gas is needed by Purchaser for cperation of
its system at Purchaser's sole discretion. Should the
Purchasaer be unable to take the entirety of the output from
this leasehold during the term of this agreement, Seller may
seak an alternate buyer for such time as Purchaser is unable
to take delivery of gas. Purchaser retains the right to
purchase gas from other sources from time to time at its
diseretion without any penalty.

2. Measurament of Gas Delivered: Purchaser, at its
own axpensa, shall install necessary ecquipment of suitable
size and design at the point of delivery of the gas for the
measurement of the gas sold and delivered hereunder.
Seller, at its own expense, shall operate and maintain the
gas measuring equipment including the securing of the
measurement charts on a monthly basis, calculating the gas
delivered each month by a certified gas measurement service
and rendering a menthly invoice for gas delivered. 1In the
event of a question of measurement, Purchaser and Seller
ghall d4ointly test the measurement device and make
corrections, 1f necessary.

3. Prioce: The price per Mcf to be paid by
Purchasser to Seller for all gas delivered hereunder shall be
identical to the price being charged to Mike Little Gas Co.,
Inc. at Phelps, Kentucky by Columbia Gas of Ky., Inc.

- Payment: Meter reading shall occur on the last
day of the month or as near to that date as possible taking
into account holidays, weekends, or such other days that are



L AN T 4

FEES

N

FoE R T AL

not normally considered to be work days. Seller will advise
Purchaser as to its planned reading date so that Purchaser
can read its customers' meters on the same day in order to
balance sales with purchases for leak detection purposes.

Purchaser shall make payment to Seller within 15 calendar

days of the date on the invoice for gas delivered during the
measuring period.

5. Term: The term of this contract shall be for
one (1) year from the date hereof, and shall continue from
year to year subjact to either parties right of termination
by giving six months written notice.

6. Title To Gas: Title to the gas scld and delivered
pursuant to this agreement shali transfer from Seller to
Purchaser at the delivery point as described as the point of
measurement in Section 2 above. With respect to this
agreement, Seller shall be deemed to be in control and
possession of the gas sold by it hereunder until it shall
have passed through the measuring equipment described in
Section 2 above and thereby been delivered to Purchaser at
the delivery point, after which delivery Purchaser shall be
deemed to be in contrel and possession therecf. GSaller
shall have no responsibility with respect to said gas after
its delivery to Purchaser and no responsibility because of
anything which may be done or arise with respect to said gas
after its delivery to Purchaser at such delivery point.

7. Taxes, Royalties and Transportation Costs:Seller
shall pay all taxes levied on the production or severance
of the gas produced hereunder.

Purchaser shall pay all taxes levied on the sale by
Seller to Purchaser of such gas sold hereunder.

Seller shall duly pay all transportation expenses to
the point of delivery and royalty payments due on gas sold
and delivered hereunder and Seller shall hold Purchaser free
and clear from any liability or obligation for the payment
of such royalty and transportation costs.

-

8. Warranty Of Title: Seller, for itself, its
successors and assigns, agrees for the benefit of Purchaser,
its successors and assigns, to warrant and defend the title
to all gas delivered hereunder against all claims and
demands whatsoever and that it will indemnify and save
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harmless the Purchaser from all suits, actions, debts,
accounts, damages, costs, losses and expensas including, but
not limited to attorney's fees, arising from or out of
adverse claims of any and all persons to said gas.

9. Force Najeure: In case either party to this
agreenant fails to perform any obligation hereunder assumed
by it and such failure is due to acts of God or resasons not
due to the fault of such party, such failure shall not be

desmed to bea a violation by such party of its obligationa
horoundeg.

10. Parties Bound: All the covenants, conditions and-
cbligations of this Agresament shall extend to and ba binding
upon the successors and assigns of the parties to it, for
tha full term of this Agreemant.

IN TESTIMONY WHEREOF, WITNESSETH the signatures of tha
parties hereto, this the day and date firat abovae written.

Kinzer~-Timmus~Grear Joint Venture

f };Q/ '
BY J.W rx nzer, @perator

" SE "

Nike Little Gas Co., Inc.

. ma————
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STATE OF KENTU
SCT.
COUNRTY OF

The undersigned, A Notary Public in and for the County
and State aforesaid, hereby certifies that the foregoing Gas
Purchase Agreemant was exscuted before me by J.W. Kinzer,
Operator of the Kinzter-Timmua-Greer Joint Venture, who
acknowladged that he executad the foregoing as his free and
voluntary act and deed for rposes herein set forth, on
thia the : day r 19944,

Commission E

ary E('uj ¢, State at Large, Kengfncky
STATE OF mmsmmy Litest\) i

ScCT.
U T

LY
R ITYILL)

A1 L ARO

The undersigned, A Notary Public in and for the County
and State aforesaid, hereby certifies that the foregoing Gas
Purchase Agreement was executed before me by Miki Jane Thampson on
bahalf of Mike Little Gas Co., Inc., who acknowleaged that
he executed ths foregoing as her free and voluntary act and

dee gﬁ; all purposes trexein g rth, on, this the
3 day of “ / ]
s

Notary Public,

A Y L4 -
& Weat ‘jl/‘lq“( .
This instrument was prepared by:

. Co s s el
DALE PHILLIPS, ATTORNEY RO, W S
P. O. Box 668

Paintsville, RKentucky 41240

(606) 789~-753)



RECEIVED '
" NOV 21 1994

© PUBLIC SERVICE
COMMISSION

GAS PIPELINE LEASE AND OPERATING AGREEMENT

v, R

T

This Gas Pipeline Lease and Operating Agreement, made and entered into this /=7 day
of Hususy, 1994, by and between Kinzer-Timmus-Greer Joint Venture, a Kentucky joint
venture, hereinafier referred to as "Lessor”, and Mike Little Gas Company, Inc., a Kentucky
corporation, hereinafter referred to as "Lessee”.

WHEREAS, pursuant to an agreement between Lessor and Lessee, Lessee has
constructed and Lessor owns a certain gas pipeline tocated in Pike County, Kentucky as more
particularly described in Exhibits A and B attached hereto, which are incorporated herein by
reference (the "Pipeline”); and

WHEREAS, Lessor and Lessee have entered into a certain gas purchase agreement of

even date herewith whereby Lessee has the right to purchase natural gas from certain gas wells

" owned and operated by Lessor (the "GPA"); and

WHEREAS, Lessor desires to lease the Pipeline 1o Lessee; and

WHEREAS, Lessee desires to lease the Pipeline from Lessor and operate the Pipeline
as hereinafter provided.

WHEREAS, upon the execution of this Agreement, Lessor shall pay or reimburse to
Lessee any and all expenses which were incurred by Lessee in connection with the construction
of the Pipeline and any and all legal fees incurred by Lessee in connection with the GPA and
:ﬁis Agréfnent. '

NOW, THEREFORE, WITNESSETH that for and in consideration of the sun of Ten

*-= Dollars ($10.00), cashmhandp:udby Lessee to Lessor, thecovenamsandagremm contained

e

herein, andothcrgoodandyaluablecons;dmnon.tbemmptmdmfﬁcwmyofanofwhmh

Y



are hereby acknowledged, Lessor hereby lets and demises unto Lessee and Lessee hereby hires
and leases from Lessor that certain Pipeline, as more particularly described in Exhibit A attached
hereto, which is incorporated herein by reference.

Lessor and Lessee covenant and agree as follows:

I. Term. The term of this Lease shall be for a period of one (1) year, commencing
on the /<7 day of Auus7, 1994 and shall be automatically renewed from year to year subject
to either parties right of termination by giving six months written notice of such termination.

2. Rental Amount. No rental amounts shall be due by Lessee to Lessor during the
term of this Lease. In lieu of any such rental amounts, Lessee shall be responsible for and
agrees 10 pay all costs of operating and maintaining the Pipeline during the term of this Lease.

3. Lessee's Covenants. Lessee covenants to and with Lessor as follows:

a. Lessee will use the Pipeline for the purpose of transporting
natural gas from Lessor's delivery point, as defined and described

in Section 6 of the GPA, to Lessee’s current pipeline delivery
system.

b. At the end of the term of this Lease, or upon any earlier
termination mutually agreed to by the parties hereto, Lessee shall
surrender the Pipeline to Lessor and Lessee’s right to operate the
Pipeline shall thereupon cease.

4, Lessor’s Covenants. Lessor covenants to and with Lessee as follows:

a. Lessor represents and warrants that upon payment or
reimbursement to Lessee of any and all expenses incurred by
Lessee in connection with the construction of the Pipeline and any
and all legal fees incurred by Lessee in connection with the GPA
and this Agreement, Lessor will have full right and authority to
enter into this Lease and will have good and marketable title to the
Pipeline. .
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b. Lessor represents and warrants that as long as Lessee
performs its obligations under this Lease as provided herein,
Lessee shall and may lawfully and quictly hold and enjoy the use
of the Pipeline, together with all appurtenances and rights
appertaining thereto, during the term of the Lease without
hindrance, ejection or interruption.

5. Indemnity. Lessee, during the term of this Lease, shall indemnify and save
harmless Lessor, in ano amount not i;z excess of the liability insurapce limits and coverage set out
in Section 6 hereinafter, fro;n and against any and all claims and demands, whether for injuries
to persons or loss of life, or damage to property, arising out of or occasioned by Lessee's use
or misuse of the Pipeline. Lessee agrees that it will bear, pay and discharge when and as the
same become due and payable, all judgements and claims for damages or otherwise, against
Lessor arising from Lessee’s use or misuse of the Pipeline, Lessee agrees that it will assume
and pay the cost and expense of defending any such suits, whether brought before or after the
expiration of this Lease. Inno event shall Lessee’s indemnification be in excess of the insurance
limits and coverage set out in Sécﬁon 6 hereinafter.

6. Ligbility Insurance. Lessee shall at all times, and at its sole cost and expense,
obtain insurance providing for limitations of not less than One Million Dollars ($1,000,000.00)
comprehensive general public liability insurance coverage, naming Lessor as an additional
insured and protecting Lessor from and against any and all cﬁims, losses, damages or liability
t0 any person Or any property arising from Lessee’s use and operation of the Pipeline. Lessee

will provide Lessor with a copy of such policy of insurance or such other evidence of such

. insurance, as is reasonably satisfactory to Lessor, and will provide to Lessor not less than ten

A

(10) days notice of any change, cancellations andior deletions in such insurance policies.

. ").'
A



O R

1.
v

sy ‘q-;;gg.-_g‘g‘, L e TR

et

7. Assignment. Lessee shall not assign this Lease or enter into a sublease of the
Pipeline without the prior written consent of Lessor, which consent shall not be unreasonably
withheld.

8. Eminent Demain. In the event the Pipeline, or any part thereof, shall be taken
by eminent domain or threat of eminent domain, the term of this Lease shall terminate on the
date Lessee is required to surrender possession of the Pipeline. In such event, any expenses of
operating and maintaining the Pipeline shall be paid to the date Lessee surrenders possession of
the Pipeline. In-:hc event of any taking by eminent domain proceedings or threat of eminent
domain proceedings, the entire award shall be the property of the Lessor.

9. Default. Inthe event of the failure of the Lessee to perform any of the terms and
conditions of this Lease, Lessor shall give Lessee written notice by registered or certified mail
specifying the basis of such default. Lessee shall have the right to cure any such default(s) for

a period of thirty (30) days from the date of Lessee’s receipt of such written notice. In the event

Lessee does not cure such defauit(s) to the reasonable satisfaction of Lessor within such thirty

(30) day period, upon the expiration of such thirty (30) day period, Lessor may elect to cancel
this Lease upon five (5) days written notice, by registered or certified mail, to Lessee. Upon
any such cancellation of the Lease, Lessee shall be responsible for any expenses of operating
and maintaining the Pipeline to the date of such cancellation of the Lease. Upon any such
cancellation of the Lease and the payment of any such expenses by Lessee as provided above,
neither party shall be entitled to any further compensation, reimbursement or damages frown the
other party.

10. Notice. All notices, demands, requests, designations and consents by either party

hcm&mﬁwothcrpamushnﬂbemwnﬂngandshsﬂbescmbymgmeredo:ccmfwdmad
addressed to:
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LESSOR: Kinzer-Timmus-Greer Joint Venture
c/o 1.W. Kinzer

Kinzer Drilling Company
Post Office Box 155
Allen, Kentucky 41601

LESSEE: Mike Little Gas Company, Inc.
Post Office Box 69
Melvin, Kentucky 40650
11. Amepdments. 'This Lease contains the entire agreement of the parties hereto and
shall not be modified or amended except by s written amendment executed by all of the parties
hereto.

WITNESS the following signatures and seals:

Kinzer-Timmus-Greer Joint Venture, Lessor )

Its: Fresi den T




, a Notary Public, do hereby certify that on this

who being by me first duly swom, declared that he is the Operator of Kinzer-Timmus-Greer

, 1994, personally appeared before me J.W. Kinzer,

Joint Venture, that he signed the foregoing document as Operator of the Joint Venture, and that
the statements therein contained are triic.
My commission expires / .

L] -

STATE OF

COUNTY OF W TOF

4

—— &
729797, 2V EVs.7 _,/m . aNotary Public, do hereby certify that on this

I,
-
g 2 ? day of [ e o 5 , 1994, personally appeared before me
. - {
// Lo QA , who being by me first duly sworn, declared that she is the

A 2t e &5 of Mike Little Gas Company, Inc., that she signed the foregoing
document as /4 D 7 AL of the corporation, and that the statements therein

contained are true.

My commission expires M %.
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This instrumnent prepared by:

S .ZQ

David H. Lunsford, Esquire

HUDDLESTON, BOLEN, BEATTY,
PORTER & COPEN

Post Office Box 2185

Huntington, West Virginia . 25722-2185
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