
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY FRONTIER GAS, LLC 
FOR APPROVAL OF CONSOLIDATION OF AND 
ADJUSTMENT OF RATES, APPROVAL OF AMR 
EQUIPMENT AND A CERTIFICATE OF 
CONVENIENCE AND NECESSITY FOR 
INSTALLATION OF AMR, PIPELINE REPLACEMENT 

AND REVISION OF TARIFFS 
PROGRAM, REVISION OF NON-RECURRING FEES 

CASE NO. 
201 1-00443 

KENTUCKY FRONTIER GAS, LLC's RESPONSE TO 
HEARING DATA REQUESTS 

W 

124 West Todd St. 
Frankfort, KY 40601 
5022277270 
Attorney for Kentucky Frontier Gas, LLC 

Certification: 

I certify that a copy of this response was mailed to Robin Simpson Smith, Box 216 
Prestonsburg, KY 41653 and to Joe and Gloria Conley, 231 Mine Fork Rd., Salyersville, 

b x  /&k KY 41465 the 1st day of March, 2013. 



CE RTI F I CAT1 0 N 

DECLARATION OF STEVEN SHUTE 

I, Steven Shute, a m  a Member of Kentucky Frontier Gas, LLC, the Applicant in the 
referenced matter. I have read the Application and I have full authority to sign this 
declaration. The facts set forth therein are true and  correct to the best of my 
knowledge, information and belief. 

Pursuant to KRS 523.020-040, I certify under penalty of false swearing that the foregoing 
is true and correct. 

Dated this 28th day of February, 2013. 

Steven Shute 

Member, Kentucky Frontier Gas, LLC 





Witness For all responses: Shute 

1. Explain the discrepancy between Mike Little acquisition adjustment in the 2/1/13 
depreciation schedule and the acquisition adjustment ($481,045 vs $350,000) See PSC 

exhi bit A. 

The journal entries had significant errors, including a large Belfry payment 
incorrectly attributed to MLG. Frontier paid $322,000 for MLG, including cash 
and $look allocated to  paying the GOLD loan shared with EKU. Added to the 
cash cost of MLG, Frontier attributed to the purchase cost an account receivable 
due from the former owner for operating the company during 2008. 

See Revised Journal Entries schedules for Belfry-EKU-MLG. These show the 
assets accounts as they were actually received by Frontier in Dec08, almost solely 
in Mains, Services and Meters. There were only 2 old trucks and a newer tractor- 
loader included in one of the 3 transactions, and few office or shop furnishings. 

This schedule also derives the Acquisition Adjustment for each entity. 

The Effects of Dec08 Asset Purchase schedule attempts to  show the changes in 
Assets from the last reports to the Commission in the 2007 Annual Reports. Each 
entity carried many asset accounts on their books, but the Frontier purchases can 
be collapsed down to Mains & Meters. 

The revised Acquisition Adjustments are carried to the Depreciation schedule, a 
revision of the schedule filed in November. The original case filing had a very 
significant error in the Revenue Requirements schedule. The Depreciation figure 
included depreciation for al l  entities and amortization of the Auxier and Cow 
Creek acquisitions; but the Acquisition Adjustments for Belfry-EKU-Mike Little 
were inexplicably not included. Also missing were several vehicle and equipment 
purchases that were completed a t  the time of filing. 
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KPSC Case 2011-00443 Kentucky Frontier Gas LLC 
Depreciation Schedule 

Asset Description 

EKU Acquisition 
MLG Acquisition 
Belfry Acquisition 
BTU Acquisition 

Belfry Gas Mains 
Belfry Gas Mains 
Belfry Gas Mains 
Belfry Gas Mains 
Belfry Gas Mains 
Belfry Construction - Mains 
Belfry Construction - Mains 
Belfry Construction - Mains 
Belfry Gas Meters 
Belfry Gas Meters 
Belfry Gas Meters 
Belfry Gas Services 
Belfry Gas Services 
Belfry Gas Services 

BTU Mains 
BTU Mains 
BTU Reglllators 
BTU Services 
BTU Services 

EKU Mains 
EKU Mains 
EKU Mains 
EKU Meters 
EKU Meters 
EKU Meters 
EKU Services 
EKU Services 
EKU Services 

MLG Mains 
MLG Mains 
MLG Mains 
MLG Mains 
MLG Meters 
MLG Meters 
MLG Services 
MLG Services 

Date 

12/1/2008 
12/1/2008 
12/1/2008 
7/1/2012 

12/1/2008 
9/30/2009 

12/31/2010 
12/16/2011 
12/3 1/2012 

7/3 1/2009 

2/28/2010 
12/1/2008 

12/3 1/20 10 
2/25/20 11 

12/31/2010 
11/4/2011 

12/31/2012 

1/10/2010 

10/19/2012 
12/31/2012 
10/3 1/20 12 
11/30/2012 
12/3 1/2012 

12/1/2008 
12/31/2010 
11/23/2011 

12/1/2008 
1213 1/20 10 
12/16/2011 
12/31/2010 
12/30/2011 
10/31/2012 

12/1/2008 
12/31/2010 
11/23/2011 
9/30/2012 
12/1/2008 

12/3 1/20 10 
11/18/2011 
11/30/2012 

cost 

$767,480.00 
$2 5 0,8 66 “00 
$348,941.00 
$262,500.00 

$1 13,670.00 
$30,300.00 
$16,359.00 
$24,498.00 
$21,690.00 
$18,538.00 

$9,524.00 
$600.00 

$39,389.00 

$1,925.00 
$271.00 

$4,148.00 
$3,889.00 

$1,608.00 
$700.00 
$816.00 

$5,036.00 
$7,3 88.00 

$154,624.00 
$3,108.00 
$1,182.00 
$3,031.00 

$346.00 
$338.00 

$1,370.00 
$1,716.00 
$3,756.00 

$75,547.00 
$2,361 .OO 

$12,851.00 

$8,154.00 
$87.00 

$970.00 
$2,216.00 

$122.00 

$202.00 

Life Method 

20 
20 
20 
20 

30 
30 
30 
30 
30 
30 
30 
30 
10 
10 
10 
30 
30 
30 

30 
30 
10 
30 
30 

30 
30 
30 
10 
10 
10 
30 
30 
30 

30 
30 
30 
30 
10 
10 
30 
30 

2012 2012 
Amortization Depreciation 

$3 8,374.00 
$12,543.00 
$17,447.00 
$13,125.00 

$3,789.00 

$545.00 
$817.00 
$723.00 
$618.00 
$317.00 

$3,939.00 

$193.00 

$138.00 
$130.00 

$1,010.00 

$20.00 

$12.00 

$9.00 

$54.00 
$24.00 
$82.00 

$168.00 
$24’7.00 

$5,154.00 
$104.00 

$39.00 
$303.00 

$35.00 
$34.00 
$46.00 
$57.00 

$125.00 

$2,368.00 
$79.00 

$428.00 
$7.00 

$767.00 

$32.00 
$74.00 

$9.00 

1/2 9/13 



KPSC Case 2011-00443 

Asset Description 

People's Gas - Mains Added by KFG 
People's Gas - Mains as acq 
People's Gas Acquisition - KFG 
People's Gas Acquisition - Prior 
People's Mains 
People's Mains 
People's Meters 
People's Services 
People's Services 

2012 Toyota Tundra PU 
2012 Toyota Tacoma PU 
2012 Toyota Tacoma PU 
2005 Toyota Tacoma PU 
1996 Ford F-150 
2007 Cat  303.5~ excavator 
Other Transportation - Trailer 
Other Transportation - GPS 
Office Equipment - File Cabinet 
Folder / Inserter far hilling 
ITRON auto meter reading system 
Dell PC 
HP Printer 
Tools - Odarat,or 

Kentucky Frontier Gas LLC 
Depreciation Schedule 

Date 

12/3 1/20 10 
4/15/20 10 
4/15/2010 
4/15/2010 

10/28/2011 
4/6/2012 

3/11/2011 
11/18/20 11 
10/3 1/20 12 

5/16/2012 
5/27/2012 
8/14/2012 
11/6/2009 
2/26/2009 
4/14/2011 

6/7/2010 
5/15/2012 

3/1/20 10 
4/8/2011 

12/31/2012 
8/23/2011 

4/2/2012 
10/31/2012 

cost 

$895.00 
$11,248.00 

$6,420.00 

$13,987.00 
$2,084.00 

$115.00 
$855.00 
$341.00 

$29,687.00 
$23,655.00 
$26,225.00 
$12,500.00 

$5,300.00 
$33,781.00 
$1,675.00 
$3,239.00 

$763.00 
$10,271 .OO 
$25,202.00 

$399.00 
$590.00 

$3,164.00 

$2,332.00 

2012 2012 
Life Method Amortization Depreciation 

30 
30 
20 
20 
30 
30 
10 
30 
30 

5 
5 
5 
5 
5 
7 
5 
5 
5 
7 

10 
5 
5 
5 

$30.00 
$375.00 
$321.00 
$117.00 
$466.00 

$69.00 

$29.00 
$12.00 

$11.00 

$5,937.00 
$4,731.00 
$5,245.00 
$2,500.00 
$1,060.00 
$4,826.00 

$335.00 
$648.00 
$153.00 

$1,467.00 
$2,520.00 

$80.00 
$118.00 
$633.00 

Total Ky Frontier utilities 
$81,489.00 $54,179.00 - 

1/29/13 



KPSC Case 2011-00443 

Asset Description 

Wholly-owned subs for GR calcs 
Auxier depreciation 
Cow Creek - Sigma depreciation* 
Dema depreciation* 

SBA Origination Fees 
Startup Costs (bank loan arig fees) 
USDA Origination Fees 

Depr & Amort for subsidiaries 

Auxier Investment, 
Cow Creek Investment 
Dema Investment 

Acquisition Adjmt Amort for subs 

Total Depr + Amort for GR 

Kentucky Frontier Gas LLC 
Depreciation Schedule 

Date cost 

12/30/2008 $40,391.00 
3/10/2010 $299.00 
4/14/20 10 $17,464.00 

4/15/2010 $1,263,911.00 
4/15/2010 $105,707.00 
4/15/2010 $0.00 

2012 2012 
Life Method Amortization Depreciation 

10 S/L 
15 S/L 
15 S/L 

20 
20 

Depr as filed for GR case 
difference in Actual vs Rate Filing 

$35,974.16 
$21,042.00 
$1,143.00 

$4,039.00 

$1,164.00 
$20.00 

$5,223.00 $58,159.16 

$63,196.00 
$5,285.00 

no Adiustmt 

$68,481.00 

$155,193.00 $112,338.16 
$267,531.16 

$168,988.00 
$98,543.16 

*stated separately, although Cow Creek & Demo were merged into Frontier on 22/31/12 

1/29/1. 



2. PSC #I tab 22 - verify Belfry purchase price vs acquisition adjustment 

Frontier paid $502,000 for Belfry. The journal entries mis-attributed a $149k 
Belfry payment t o  Mike Little. See corrected journal attached to  response 1. 





3. PSC #1 tab 22 - verify purchase price vs acquisition adjustment for East KY 

Frontier paid $920,000 for Floyd County Gas (operated as EKU), including $700k 
cash to  Floyd County and $220k attributed t o  paying off the GOLD loan (shared 
with Mike Little). Added to the cash cost, Frontier attributed t o  the purchase cost 
an unpaid account receivable due from Floyd County for operating the company 
ca 2.007. See corrected ,journal. 





4. Updated 2/1/13 response #12, Auxier acquisition adjustment cited $1,263,911; 
explain discrepancy vs PSC Exh B page 3 where AA is $1,214,616; difference is Bill 
Branham 5% stock purchase? 

In the referenced Exh B pg 3, the Aiixier purchase price of $1,663k was an 
estimate, since negotiations were not complete. The actual cost was $1,696,459, 
including payments to  Branham family members for 100% of the stock, and 
assumption of an existing loan. The Accumulated Depreciation figure was also 
slightly high, because it incorrectly included 4 manths of depreciation before 
closing in April 2010. The figure from Auxier’s 2009 PSC Annual Report should 
have been used. The corrected figure is shown on the revised Depreciation 
schedule attached to response 1. 





5. PSC #1 tab 22, p. 14 
1.2 Cow Creek entry include DLR; how has DLR been accounted for/allocated among CC, 

Sigma, Dema and farm taps? 

Explain Cow Creek $530,000 vs $550,000. Does PSC #1 tab 

Exhibit C is a Petition for Transfer of Stock and Pipeline Facilities in Case No. 
2010-0076, filed 2/22/10. Paragraphs 3 and 4 describe exactly what happened a t  
closing of the transactions with Interstate Natural Gas in April and May, 2010: 

Frontier paid $320,000 for the stock of Cow Creek Gas, Inc. 

Cow Creek (under the control of Frontier) paid $230,000 to DLR 

Enterprises for 32.6 miles of pipeline, to mostly restore the system in 
Magoffin County formerly operated as Salyersville Gas then Sigma Gas. 

0 Dema Gas and the Interstate Farm Taps were thrown into the $3201~ Cow 

Creek purchase for no specific value. 

After al l  transactions were finalized Frontier allocated the $550,000 total 
purchase cost as follows: 

o $530k Cow Creek Gas, Inc. (original system + Sigma) 
0 $1Ok nema Gas, lnc. 
o $1.0k Interstate farm taps 

The correct basis for Cow Creek is shown on the revised Depreciation schedule. 

In a transaction separate from the $5501< utility purchases, the individual partners 

of Frontier purchased the stock of DLR and paid off the remaining debt. After the 
Cow Creek pipeline sale, the greatly reduced DLR is  an unregulated, intrastate 
pipeline that gathers wells and supplies gas to Sigma. DLR has about 10 miles of 
pipeline, mostly in Floyd County. Frontier has no ownership in this DLR remnant. 
No part of the final DLR purchase transaction is included in the Frontier purchase 
price of Cow Creek etal. 





6. 2/1/13 updated response #12 -first page after depreciation schedule - refer to 
“minimal” amounts  - $45,000, 18,000, 25,000. Are these really minimal and should 
they be  included in revenue calculation? 

See also 10 and Special Charges schedule. 





7. Updated # 12 - Revenue Requirements, Test Year calculations, Known & Measurable 
Changes; provide breakdown of annual amounts for maintenance, operators and 
c II s t o m e r re co r d s : 

$21,822 increase noted as “6 Operator increases in Mayll+Ju112”: 
Frontier provided a detailed spreadsheet of actual Operators wages from 2010 t o  
present. The calculations are visible within cells on the Excel worksheet, but not 
explained in the DR. The Kn&Ms Chg column is the difference between (Current 
Full Year) less (2011 Before + 2011 After wage increases). The total of Kn&Ms 
changes to F 1  to  F6 (Field employees) is $15,896; multiply by the Field employee 
Overtime factor 1.30 and the 1.20 factor for payroll expenses and the 0.88 

allocation for non-Farm Tap operations (explained in DR). 

$13,435 increase noted as “Office staf f  increases in MaylltJu112”: same concept 
as above, add employees 02+03 I(n & Ms Chg to  get $10,968; multiply by 1.16 
Overtime and 1.20 Payroll and 0.88 non-FT to get this figure. 





8. Provide spreadsheet of cost elements for AMR - new meters, replacements, 
refurbished & TC 

The cost estimate for the Meter Upgrade program was very simplistic and doesn’t 
warrant a separate exbibit: 

$130,000 

$ 20,000 

for 2000 new meters a t  $65 each 

for 2000 refurbed & TC meters a t  $10 average repair 

These figures assume 50% retire & replacement of meters, and no labor or 
overhead cost. Meter records are non-existent, and Frontier expects to find 
more than half af existing meters are usable for another cycle after testing, so 

the actual replacement figure might be closer to 35-40%. 

The cost estimate for the basic AMR system was simple: 

0 $ 26,000 for base AMR system & software interface 

e $ 24,000 

0 $200,000 for next 3330 ERTs a t  $60 each 

Frontier has installed about 150 ERTs already 

for first 400 ERT transmitters a t  $60 each 

This project should convert the vast majority of meters to AMR. The larger 
commercials may remain manual reads, since they’re easy to  read and the 
financial impact is high. Frontier plans to  inspect and verify the index vs AMR 
readings on every automatic read meters a t  least once per year. 

The Meter + AMR surcharge collected will not be allowed to exceed the actual 
cost of the program. 





9. Update annual MCF sales (minus weather adjustment) 

Spreadsheet of MCF history provided. 

The estimate of 285,000 MCF for utility sales volume was based on the average 
adjusted utility sales for Jan10 through Junl2 of about 289k MCF per year. 

We believed a t  the time of filing that 2011 was colder than normal, but it was in 
fact  1.5% below average for 1990-2010. 

Total 2012 utility sales were 268,000 MCF, including 6000 MCF adjustment for an 
as-yet unsolved billing issue with BTU and Belfry, and estimated volume for 
Blaine. HDDs for 2012 were about 4% below normal. 

The three full years 2010-11-12 were 2.8% above normal HDDs, since 2010 was 
about 14% higher. Average ad,justed utility volume was 289,500 MCF. The going- 
forward estimate of 285,000 MCF seems to be appropriate, if not slightly high. 

Frontier will convert most meters to  temperature compensating, or TC indexes 
with the Meter Upgrade program. Many meters will show a slight annual 
increase in CCF sales, as cold-weather usage will be more accurately metered, 
adding -t1% for every 5°F the gas temperature is below 60°F. This TC conversion 
will take 8-10 years, and the effect will likely be undetectable vs normal weather 
variation. 
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10. Provide annual revenue from all special charges: 
Turn on fee, reconnection, relocate meter, transfer service, returned check, late 
payment, service trip, special meter reading, meter test. 

Special Charges schedule. 

The total for all special charges (except Late Payment fees) totaled aprx $8-9,000 
in 2011 and 2012. These are considered to be minimal, far less than the weather- 
related uncertainty in annual sales volume and MCF revenue. In addition, nearly 
every instance of these charges would require action by field or office employees. 
Since most hourly employees are already working overtime, most extra charges 
also incur extra labor as a n  offset against the revenue. 

The Late Payment penalty is a more substantial income item. Frontier reported 
$42,500 in 2011 penalties, including KFG-Auxier-CowCr. In 2012, late charges 
were aprx $32,000 for all companies. Frontier estimates $30k going forward. 

This Late Payment revenue was not included in the as-filed revenue requirement, 
but is substantially offset by Bad Debts. Frontier discovered after filing the rate 
case that Bad Debts expense was never booked in 2009-12. Some accounts were 
written off in 2011 but did not make it to Accounting. Bad Debts were very high 
in 2011-12 from doubtful accounts carried along in 4 years of operations, and  
even a few accounts receivable that came with acquisitions in 2008 and 2010. 
BTU did not carry any  A/R since there were no records, but the expectation of 
Free Gas resulted in customers with newly-installed meters that refused to pay. 

Frontier estimates Bad Debts going-forward to be about $35,000 per year, which 
offsets the $30,000 in Late Payment fees. 
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15. Cumulative effect of accounting/journal updates 

See attached. 

Frontier has never been through a General Rate case before, and that lack of 
experience resulted in several large errars. Late Payment penalties were not 
added to  the revenue requirement, but Bad Debts and large components of 
Depreciation & Amortization were not added to  expenses. 

See the revised Revenue Requirement schedule. If all of these revisions are 
accounted, the grossed-up Rev Reqmt increases by about $1071~ or 7%. 

The resulting recalculated rates are shown on the Cost of Service schedule. Rates 
would be about $0.39 and $0.33 per MCF respectively for Small and Large 
service, or about 3.3% higher than filed. 





11. Provide status of customer out-reach program. 

Witness: Shute 

Response: The company is preparing information that will be mailed to all customers either as a bill 
insert or as a separate mailing. The information will explain the merger of the existing companies, the 
name change to KFG and the new rates, as well as information on emergency contact telephone 
numbers, “Before U Dig” information, gas safety tips and other customer helpful information such as 
how to read the bill, etc. Attached is a draft of the type of information that will be included in the 
notice. 



To All Customers of 

Auxier Road Gas Cow Creek Gas Peoples Gas 
Blaine Town Gas Derna Gas (former) Sigma Gas 
Belfry Gas East Kentucky Utilities 
BTU Gas Mike Little Gas 

Kentucky Frontier Gas, LLC has received permission from the Kentucky Public Service 
Commission to consolidate all of its tiny gas utility systems into one entity. 

Frontier had already consolidated its operations to one office, along with pipeline safety 
and training programs, 24/7 call center and other functions. But until this PSC action, 
we have been billing I O  different rates, tracking 10 different gas costs, 10 sets of books, 
etc. This wilt create just one rate structure, uniform gas costs and better PSC aversig hf 
for all customers; this will be much more efficient. 

This is a big change for us, and for You. 

The rates will be structured differently. Frontier will change from the “First MCF, Next 
MCF’* rates traditionally used by small Kentucky gas systems. Instead there is a $10 00 
Monthly Charge for most customers, and all gas will be at the same rate per MCF. The 
monthly charge is similar to your phone and cable TV bills, and is used by most 
Kentucky gas utilities. 

Some of these companies hadn’t had a Rate change far 20 or 30 years. Customers of 
those utilities will be most affected, sincFt the old rates didn’t reflect the  actual cost of 
operating the system and complying with all PSC and DOT regulations. Some rates will 
go down. The average customer will see an increase of about $7.32 per month. 

There are 2 other new programs included in this consolidation. A Pipeline Replacement 
Program wilt fund projects to replace pipelines that are past their useful lives. Each 
system has a few projects, and this will take about 10 years. The Meter Upgrade 
project will replace or test & refurbish nearly every meter in the 10 systems. Meter 
testing is a PSC requirement, so that your meter is within 2% accuracy, but these tiny 
companies had fallen far behind. Frontier will also add an Automated Meter Reading 
system, with a radio transmitter to each meter over t h e  next several years. These 2 
programs are funded by a surcharge of $2.25 per month to each bill, until the projects 
are finished. 

PO Box 408 * 2963 Kentucky Rte 321 N * Prestonsburg KY 41653 * 606-886-2431 * www.kyfrantirr~as.com 



Frontier offers several methods of payment, including Budget Billing and soon, 
automatic withdrawal from your bank, We also support the LIEAP program to help low 
income customers make their payments. 

Please call us at 886-2431 or see our website www.kyfrontiergas.com for more 
information or assistance. 

Thanks for your business, 

Steven Shute, Bob Oxford 
Member-Manager Member-Manager 

Visit our website www.kyfrcrntiergols.com 
for information on 

e 

e 

* 

How to Read Your Bill. 

Natural Gas cost vs other fuels (wood, electric heat, propane). 

What to do if you Smell Gas. 

... and other helpful information. 

Frontier 2417 Emergency Center 

... but if you hear or see a blowing gas leak ... then Frontier. 

For ANY excavation project call 

606-886-2431 

_-- r_L - - K s n t ~ c k y  iw_ -e.““-. I F I - c I ~ ~ I ~ ? ~  G a s  L L C  ~ - - I ^  - 
PO Box 408 * 2963 Kentucky Rte 321 N * Prestonsburg KY 41653 * 606-886-2431 * www kyfrontwgos.com 

http://www.kyfrontiergas.com
http://www.kyfrcrntiergols.com
http://kyfrontwgos.com




12. Provide notices of hearing for February 14,2013. 

Witness: Shute 

Response: Attached 
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PO. Box 802,129 Caroline Ave., Pkeville, IIY 41501 PHONE:(606)437-4054 Ii‘AX: (606)437-4246 

APPLICATIQhT NO: u s e  ,.L”,J g?ILJ 1 -  C ) Q i i  (/,< 

of the  
at  Pil tevil le,  

Kentucky and having  the  la rges t  general  c i rcu la t ion  of any 
newspaper  in  P ike  County ,  Kentucky do  hereby cer t i fy  that  f rom 

my own  lrnowledge and  a check  of the f i les  of this  newspaper  tha t  
t he  adve r t i s emen t  of I 3 b CL -,4’& 2 I (.e; f o r  

I 

r e s s  on the fo l lowing  dates:  

DATE /,cdj PAGE NO.&, 
DATE PAGE, NO. 
DATE PAGE NO. 
DATE PAGE NO. 

S u b s c r i b e d  and sworn  to be fo re  me by D e b o r a h  Chambers  

This  

NOTARY PUBLJC 

My commiss ion  expi res :  I p~; 
‘ d  

4 .  
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I, Jo Harvey, Secretary of The Snlyersville Iizdepeizdeizt, published at Salyersville, Kentucky, 
and having the largest general circulation OP any newspaper in Mago€fin County, Kentucky, do 
hereby certify that from my ow11 knowledge and a check of the files of this newspaper that the 
advertisement of Public Notice ran in The Snlyersville Independent on the following dates: 

Subscribed and sworn to before me by ...................... 

...... day of 

My Commission Expires.. .................................. I -  17-/d 





L
 





I, Roger Smith, Publisher of The Mountain. Citizen, a newspaper published in Inez, 
ICemtucky, and having the largest circulation of any newspaper in Martin County, Kentucky, do 
hereby certify, froin my own knowledge and a check of the files of this newspaper, that the 
advertisement of PLJBLIC NOTICE for KENTUCKY PUBLIC SERVICE COMMISSION was 
insei-ted in The Mountain Citizen on the following dates: 

DATE:-01-30-13- PAGE NO:-4B- COLUMN NO: 2 
DATE: PAGE NO: COLUMN NO: 
DATE: PAGE NO: COLUMN NO: 
DATE: PAGE NO: COLUMN NO: 
DATE: PAGE NO: COLLJMN NO: 
DATE: PAGE N9: COL'dhtN NO: 

STATE OF ICENTTJCICY 
COUNTY OF MARTIN 

Publisher, this 30TH day of JANLJARY, 2013. 
SUBSCRIBED, SWORN TO and ACKNOWLEDGED before ine by ROGER SMITH, 

My coiiiiiiission expires: APRIL 15, 2016. ID #: 46401 S. 





The Licking Valley Caurier 

Telephone (606) 743-3551 
West Liberty, tiy. 

The Wolfe County News 

Telephone (606) 668-3595 

The Ell!ott County News 

Telephone (606) 738-5574 
Carn@on, Icy. Sandy Hook, Icy. 

I 

1 EARL W. KINNER, PlJBLlSHER AND MANAGER 
WEST LIBERTY9 KV. 

'" Earl IGnner, Editor 
, > a  

of The Licking Valley Courier, newspaper published in West Liberty, 
Kentucky, and having the largest general circulation of any newspaper in Morgan County, 
Kentucky, do hereby certify that from my own knowledge and a checlc of the files of this news- 
paper that the advertisement of 

was inserted in The Licking Valley Courieq I 

, 

~ day of 4 +h SubscIibed a d  sworn to before me, a Notary Public, by Earl Kinner this 

My Cornmission Expires 



, 

I (rue. Jan. 24, 31, I-eb. 7) 

PUBLIC: NOTICE 
The I<entucky Public Service 

Commission will hold a public 
hearing on February 14, 2013, 
10:oo a.m. e.s.t. in hearing room 
1 at its office 211 Sower Blvd, 
Frankfort, t<Y for the purpose 
of receiving evidence, cross 
examination of witnesses and 
other matters related to Case 
No. 201 1-00443, Application of 
Kentucky Frontier Gas, LLC for 
approval of Consolidatiorl of And 
Adjustment of Rates, Approval of 
AMR Equipment and A Certificate 
of Convenience And Necessity 
For Installation of AMR, Pipeline 
Replacement Program, Revision 
of Non-Recurring Fees and Revi- 
sion of Tariffs. 

C- 1-31-1 t 

NOTICE OF 
BOND RELEASE 

In accordance with I<RS 
350.093, notice is hereby given 
that Mine Rite Coal Co., Inc., 190 
Ky. Route 689 East, Flat Gap, KY 
41219 has applied for a Phase I ,  
II & I l l  Bond Release on permit 
#888-0079 increments 1,2,9, 13, 
15 and 17 which'was last issued 
on 2-07-20 12. 'The application 
covers an area of approximately 
805.49 acres located approxi- 
mately 0.8 miles north of Relief 
Johnson County. 

The permit area is approxi- 
mately 0.85 miles northwest from 
the junction of KY 172 and the 
Fyffe Branch Road, and is located 
on both sides of the tipper reach 
of Fyffe Branch. 

The Bonds now in effect for 
the increments I-$1 0,000.00, 

$70,100.00, 15-$5,700.00 and 
2-$4,800.00, 9-$23,000.00, 13- 

umbling creek - with 4 acres 
Ing space, 4 bedrooms, with 
iroorns, central air and heat, 
n, county water available. 4 
?oute 205. 145 Ottis Peyton 
IO. Call 606-422-91 36. 

C-12-13-1T 

Contact: 

(606) 522-3055 

200 Newtowne Square e Morehead, ICY 40351 
For show%ime ~~~~~~~~j~~~ caBB7841B605 

Visit our website at www.moreheadcinemas6.com 
SHOWTIMES FOR FRIDAY, FEBRIJARY 1ST 

THROUGH THURSDAY, FEBRUARY 73" 
Doors Open At NOOR With$ Matinees Daily: 

Matinee Prices Are: $4.00 For Kids (12 and Under) 
$5.00 For Adults 0 Children Under 3 Are Always FREE! 
Evening (After 6) Prites Are: $550 For Kids (12 And Under) 
$7.00 For Adults 0 Children ZJnder 3 Are Always FREE! 
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13. Provide notices of hearing continuance and rescheduling. 

Witness: Shute 

Response: Attached. 
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338 Second Street 

Paintsville, Kentucky 4 1240 
Phone : 606.7 8 8.9962 
Fax: 606.788.9952 

AFFIDAVIT OF PUBLICATION 
I, Tony Fyffe, hereby certify that I am the editor of THE BIG SANDY NEWS. 
I further certify that a PTJBLIC NOTICE, for KENTUCKY FRONTIER GAS, LLC, was 
published February 20,201 3, in The Big Sandy News. IN TESTIMONY WHEREOF, 
witness my signature this February 20,20 13. 
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Hon. CV Reynolds, Attorney at Law, at CV Reynolds Law Of- 
fices, PSC, 112 West Court Street, Suite 100, Prestonsburg 
Kentucky, has been appointed Warning Order Attorney by the 
Floyd Circuit Court to notify the Unltnown Defendants of the 
nature and pendency of a certain lawsuit filed on or aboul 
November'26, 2012 in which the llnltnown Defendants were 
named as a Defendant. Said suit has been filed in Division I of 
the Floyd Circuit Court and is represented by Civil Action'No 
12-CI-1198, styled as The Estate of Roaer Lee Vanhoose. b 
and throuah Luther D. Vanhoose. Administrator of the Estati 

vs. Hiqhlands Hosoital 
CorDoration d/b/a Hiohlands Reaion I Medical Center.,.Consol- 
i d a t e d q h l a d d s  health Svstems, 
Elvira Blackburn. Maroaret Eaves, Karen Herald, Rhonda 
Adltins. Laura'Naoier, 'Jessica Nicole Sluss. Shirlev Wallen 
Amv Hall, Marilvn Coleman. Emma Lee Preston, Ddnna Mar: 
tin. Mari Lou Fralev. Anna Freeman Oshara Lemaster. Juan- 
ita Branham. Linda M c i n t i r e , ' B e v e r w  
Defendants. The Unknown Defendants are believed to be em- 
p!oyees,, _supervisors andlor age~~!ts< of Highl!td,s._Regiona! 

LEGALS 

NOTICE OF INTENTION TO MINE 
I ( / & I  

pursuant to Application Number 836-5535, Renewal #1 

KdSi350.055:: notice is hereby given that 
Company, LLC,p544 South Lake Drive, Pre. 

Stonsburg, 41 653 tias'applied for renewal of a permit for an , 
underground coal mining operation located 2.0 miles south.' _ '  
east of East McDGwell in Floyd Coiinty: The proposed .opera- 
tion will disturb 8:75 surface acres.and will underlie 935.0 . 
acres and the total acres'within the permit boundary will be . , 

The prooosed operation is loc6ted just west of KY 1929's junc: 
tion with:Neds ForlcRoad and located just west af Frasure 
Creek. The proposed facility is located on the McDowell 
U:S.G.S. 7 1/2 minute quadrangle map. The surface area to be 
disturbed is owned by The'Ellt Horn Coal Company, LLG. The 
3peration will underlie land owned by'Kennel Dye, Billy Mc- ' 

Soy & Delphine Prater, .Melvin.R. Hall, Mary Jane Anderson, 
Nellie Caudill, Anita Stumbo, Curtis Sword; Rengie Dye, Basel 
Moore, Edd Ray Moore, 'Polly Howell Estate, Olvin & Drucille 
Howell, Abe & Christine, Howell Progress'Land Co., The Elk . 
lorn Coal Company, LLC., German Stumbo,.Ed Moore Es- 
:ate, Jake Cooley, Bertha Short, Donald Howell, Interstate Nat- 
Jral Gas, 
The application has beenjiled for public'hspection at the De- 
jartment for Natural Resourses Prestonsburg Regional Office; 
3140 South Lake Drive,'Prestansburg, KY 41653. Written com: 
nents, objections or requests for a permit conference must be 
iled with the Director, Divislon'of Permits, #2,Hu~son Hollow, 
J.S. 127 South. Frankfort, KY 40601. 1 ,  ' 

943:70 acres. 1,' 

LEGALS 

FLOYD CIRCUIT COURT 
DIVISION NO. II 

C.A. NO. 12-Cl-823 ' 

FIFTH THIRD MORTGAGE COMPANY PLAINTIFF 
vs 

' LORA'LEE LITTLE 
And 

PHILLIP J LITTLE 
I And 

FIRSTAR BANK NKA U.S BANK DEFENDANTS 

' /  I NOTICE OF COMMISSIONER'S SALE 

l y  virtue of an In-Rem Judgment and Order of Sale of the 
3oyd Circuit Court entered the 17"' day of December, 2012, in 
ne abqve cause, as their interest in the subject properly, in the 
irincipal amount of $80,563.00 with intereSt thereon; please 
ie advised that I shall proceed to offer for sale at the Old Floyd 
:ounty Courthouse Door, South Central Avenue, Prestons- 
Burg, Kentucky, (behind the new Floyd County Justice Center) 
3 the highest-and, best bidder', at public auction, an the 21sl 
lay of February, 2013 at 10.00 a m  , upon the terms set forth 
311owino the descriotion. the follow described orooertv. to wit 

*****.********* 

. .  . 
roporty A d d k  513 Shop BraAch Slnnvllle Ken ucky 41659 
leginning at survey 'stake' (A) near Shop Fork Road on the 
urvey plat drawn by Earnest A. Fannin, Jr., then traveling 
Vest with meanders of Shop Fork Road approximately.146 
?et to the property line of Lavonne Parsons, then traveling 
iith Parsons line North across the bottom to the center of 
;hop Fo& Creek, thence traveling East with the meanders of 
i e  creek to a survey stake In the center of the creek and re:, 
wed to a point (G) on the plat where it joints the propeityline 
f Roy Lewis, then traveling South approximately 62.08 feet 
Jnning with the Roy Lewis property. to survey state (A)',near 
;hop Fork Road. Being the same ,property conveyed from 
3orence Nicple Ratliff n/k/a Florence Nicole Hall and Gary I-'. 
lal1,'wife ana husband td Lora Lee Little and Phillip J. littld, 
rife and husband by Deed 'dated 02/03/06,. recorded 02/09/06 
n Deed Book 521, Page 700 in the Offiqe of the Clerk ,of 
loyd County, Kentucky. 

The successful bidder shall either pay cash or,make a de- 
osit of 10% of.the purchase price with the balance on a credit 
)r thirty (30) days, in which event the successful bidder shall 
e'required to execute bond with good surety thereon. Said 
ond shall be for the unpaid purchase price and bear inferest 
t the'rate of 12% per annum form the date of sale until paid. 

, 

' 

, 





14. Copies of articles of dissolution for Cow Creek and Dema. 

Witness: Shute 

Response: Attached 





Case 2011-00443 Kentucky Frontier Gas LLC 
Revenue Requirements - Rev Febl3 

Test Year Known-Meas 
Actual Adjustments Adjusted Tyr Known & Measurable Change 

Calendar & FY 2011 
Income Statement 

OPERATING REVENIJES: 
Gas Sales Revenues $ 

Late Pmt penalty is substantial 

TOTAL REVENUES - $ 39,200 $ 39,200 

OPERATING EXPENSES: 
Natural Gas Purchases $ - balanced t o  zero with GCAs 
Maintenance Expense $ 302,703 $ 19,252 add 1 Operator J u n l l  (partial yr) 

$ 5,854 add 1 truck (partial yr) 
$ 40,560 add 1 Operator Febl2 for BTU 
$ 15,120 add 1 truck for BTU 
$ 21,822 $ 405,311 6 Operators incr in Mayl l+Jul l2  

Uncollectible Accts 
Office Supplies 
Outside Services 
Customer Records, etc 

Meter Reading Labor 
Admin Salaries 
Pensions & Benefit,s 

Property insurance 
Other/Misc Expenses 
Depreciation 
Tax Expense - Other 
Income Tax Expense 

50,797 
66,595 

124,610 

40,849 
156,124 

25,046 

33,191 
2,312 

185,352 
60,496 

6,306 

$ 8,128 $ 58,925 add BTU+Blaine 
$ 66,595 

$ 13,435 office s ta f f  incr in May l l+ fu l l 2  

$ 30,401 $ 168,447 add 1 clerk May12 for BTU 
$ 40,849 all addl labor in Mtce Expense 
$ 156,124 

$ 7,385 incr med ins, st  pension contribs 
$ 9,768 $ 42,199 SEP pension contributions 
$ 7,964 $ 41,155 incr liability insur for labor+trks 

$ 82,179 $ 267,531 consol sched revised 
$ 2,312 

$ 60,496 all payroll changes incl above 
$ 6,306 

TOTAL OPERATING EXPENSE $ 1,054,380 $ 296,869 $ 1,351,249 Known & Measurable changes 

NET EFFECT $2 57,669 $1,312,049 

Test Year is based on Fiscal & Calendar Year 2011. 
Frontier started operating BTU Gas in August 2011 under contract with Trustee. 
Other Revenues in 2011 were mostly accrued Ops charges to BTU Trustee. 
Frontier added 2 employees specifically for BTU Gas in 2012, 

these were not allocated to FTs and come in at  200% of cost. 
For simplicity, added labor costs are all in Mtce Exp & Customer Records, 
and not allocated into Meter Reading or Tax Expense ('for payroll taxes). 

Frontier started a Simplified Employee Pension pgm in lull2 for all employees. 

PSC GR12 DR3 Marl3 11. Test Year Pg 20 02/28/13 



Case 2011-00443 

Revenue Requirement 

Pro Forma Operating Costs 
divide by Operating Ratio 

Revenue to cover Operating Ratio 

less Ops Costs = Net Ops Income 
Multiply by Grossup for taxes 
Net Ops Income before Income Taxes 

Add: Pro Forma Ops Costs 
Interest Expense 
Imputed Income Taxes 

Kentucky Frantier Gas LLC 
Revenue Requirements - Rev Febl3 

using Operating Ratio 

$1,490,965 

$ 178,916 
1.000 

$ 178,916 

$ 1,312,049 
148,369 

Test Yr with Known & Meas chgs 
set by PSC 

no income t a x  allowed by PSC 

see Loans exhibit 
no income tax  allowed by PSC 

Total Revenue Requirement $ 1,639,334 t o  Cast of Service exhibit 

PSC G R l 2  DR3 Mar l3  11. Test Year Pg 21 02/28/13 



Case 2011-00443 Kentucky Frontier Gas LLC 
Cost of Service by Class - Rev Febi3 

Customer Classes Rates 

Average Annual Peak 
# Meters Use MCF Month 

Residential & Commercial 3,330 213,500 74.9% 44,835 80.7% 

Large Commercial 3 71,500 25.1% 10,725 19.3% 

Totals 3333 285,000 55,560 

Costs allocated by Demand Annual Allocation Rates 

Operating Costs (partial) $552,136 
$819,667 by peak demand manth 

Residential & Commercial 80.7% $661,443 $3.10 per MCF 

Large Commercial 19.3% $158,224 $2.21 perMCF 
$819,667 

Costs allocated by Meter & Volume Annual Allocation Rates 

Revenue Requirement 

other Operating Costs 
less Demand Costs - 

$819,667 by monthly meter charges & annual volume 

Monthly Meter Charges $401,400 24% by meterfees 

Residential & Commercial 

Large Commercial 

$399,600 $10.00 per Month 

$1,800 $50.00 per Month 

Volumetric $418,267 26% by annual volume 

Residential 81 Commercial 

Large Commercial 

74.9% $313,333 

25.1% $104,934 

$1.47 perMCF 

$1.47 perMCF 
$819,667 

PSC G R l 2  DR3 M a r l 3  11. COS Pg 22 02/2 8/13 



Case 2011-00443 Kentucky Frontier Gas LLC 
Cost of Service by Class - Rev Febl3 

Cost Allocation Summary Demand Mtr / MCF Allocation Rates 

Residential & Commercial $399,600 / mtr $399,600 
$661,443 $313,333 / mcf $974,776 

per M o n t h  $1,800 Large Commercial $1,800 / mtr 
$158,224 $104,934 / mcf $263,158 per MCF 

50% 50% $1,639,334 100% 

Revenue Requirement is calculated with Operating Ratio. 
Rev Req is allocated between Customer Classes using the Atlantic Seaboard method. 
50% of RevReq is allocated based on Monthly Charges & Annual MCF volume. 
50% of RevReq is allocated based on Monthly MCF usage vs Annual volume. 

PSC G R l 2  DR3 Marl3 11. COS Pg 23 02/2 8/13 



Case 2011-00443 Kentucky Frontier Gas LLC 
Cost of Service by Class - Rev Feb’l3 

60 MCF/yr average use 

Monthly Service Charge $10.00 per month 

Volumetric Charge $4.57 perMCF 

$9.82 perMCF 
Gas Cost $5.25 per MCF commodity (projected) 

$ 709.20 total proposed annual bill $ 59.10 permonth 

current wtd ave annual bill 
18.8% average customer increase 

$ 49.75 permonth 

PSCGRl2  DR3 M a r l 3  11. COS Pg 24 02/28/13 


