BEFORE THE
RAILROAD COMMISSION OF TEXAS

STATEMENT OF INTENT OF §
TEXAS GAS SERVICE COMPANY §
TO INCREASE GAS UTILITY RATES § GAS UTILITIES DOCKET NO. 10285
WITHIN THE UNINCORPORATED §
AREAS OF THE RIO GRANDE §
VALLEY SERVICE AREA §
FINAL ORDER

Notice of Open Meeting to consider this Order was duly posted with the Secretary of
State within the time period provided by law pursuant to TEX. Gov’T CODE ANN. Chapter 551, et
seq. (Vernon 2008 & Supp. 2013). The Railroad Commission of Texas adopts the following
findings of fact and conclusions of law and orders as follows:

FINDINGS OF FACT

L. Texas Gas Service Company (TGS), a division of ONEOK, Inc., is a gas utility as that
term is defined in the Texas Utility Code Annotated and is subject to the jurisdiction of
the Railroad Commission of Texas (Commission).

2. TGS has ten service areas in Texas and this docket relates t9 the Rio Grande Valley
Service Area (RGVSA), which serves portions of Cameron, Hidalgo, Willacy, Jim Hogg
and Starr Counties.

3. The environs of the RGVSA includes customers residing in the unincorporated areas of
Alamo, Alton, Brownsville, Combes, Donna, Edcouch, Edinburg, Elsa, Harlingen,
Hidalgo, La Feria, La Joya, La Villa, Laguna Vista, Los Fresnos, Lyford, McAllen,
Mercedes, Mission, Palm Valley, Palmhurst, Palmview, Penitas, Pharr, Port Isabel,
Primera, Progresso, Rancho Viejo, Raymondville, Rio Hondo, San Benito, San Juan,
Santa Rosa, Weslaco, and the unincorporated cities of Bayview, Laguna Heights, Monte
Alto, Olmito, and San Carlos and the unincorporated areas of Jim Hogg and Starr
Counties, Texas.

4. On June 28, 2013, TGS filed the Statement of Intent of Texas Gas Service Company to
Increase Gas Utility Rates within the Unincorporated Areas of the Rio Grande Valley
Service Area.

5. The data submitted by TGS in this docket encompass a full test-year, ending the twelve-
month period as of December 31, 2012, adjusted for known and measurable changes.
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10.

11.

12.

13.

14.

15.

16.

The RGVSA contains seven classes of customers: Residential, Commercial, Church,
Industrial, Public Authority, T-1 Transportation, and T-2 Transportation.

The RGVSA serves approximately 68,900 customers. There are approximately 3,860
customers located in the environs comprised of 3,597 residential customers, 163
commercial customers, 10 church customers, 15 industrial customers, 50 public authority
customers, and 26 standard transportation customers.

On July 9, 2013, the Commission suspended the implementation of TGS’ proposed rates
for up to 150 days.

Staff of the Railroad Commission (Staff) intervened in this proceeding on July 8, 2013.

No protests were filed with the Commission regarding the proposed new rate schedules
for the RGVSA; no customers or municipality filed a petition to intervene or otherwise
participated in this proceeding.

Notice of the proposed increase in this case was provided to customers through First
Class U.S. direct mail on August 14, 2013, No protests were filed and no additional
request to intervene in this proceeding was made.

The direct mail of notice meets the statutory and rule requirements of notice and provides
sufficient information to ratepayers about the statement of intent.

On September 27, 2013, the parties filed a joint Settlement Agreement that resolved all
issues in this proceeding.

A copy of the Settlement Agreement is attached to this Final Order as “Attachment A.”

As part of the Settlement Agreement the parties requested admission of stipulated
evidence.

The following evidence was admitted into the record of this case:

Joint Ex. 1, Statement of Intent, Prefiled Direct Testimony, and company’s proposed
schedules

Joint Ex. 2, Affidavit of Janet Buchanan, Public Notice, August 15, 2013
Joint Ex. 3, Affidavit of Dane McKaughan, Rate Case Expenses

Joint Ex. 4, Bill Impact Analysis

Examiners’ Ex. 1, Response to Examiners’ First RFI to TGS

Examiners’ Ex. 2, Response to Examiners’ Second RFI to Staff, 2-1, 2-2, 2-3
Examiners’ Ex. 3, Response to Examiners’ Third RFI to Staff, 3-1
Examiners’ Ex. 4, Response to Examiners’ Third RFI to TGS, 3-1
Examiners’ Ex. 5, Response to Examiners’ Fourth RFI to Staff, 4-1
Examiners’ Ex. 6, Response to Examiners’ Fourth RFI to TGS, 4-1
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17.

18.

19.

20.

21.

22,

23.

24.

Examiners’ Ex. 7, Response to Examiners® Fifth RFI to TGS, 5-1, 5-2, 5-3

Examiners’ Ex. 8, Response to Examiners’ Fifth RFI to Staff, 5-1, 5-2, 5-3

Examiners’ Ex. 9, TGS Response to Examiners’ Ltr. No. 17

Examiners’ Ex. 10, Response to Examiners® Sixth RFI to TGS, 6-1, 6-2, 6-3, 6-4
Examiners’ Ex. 11, Response to Examiners® Seventh RFI to TGS, 7-1

Examiners’ Ex. 12, TGS Letter to Examiners dated October 16, 2013

Examiners’ Ex. 13, August 13, 2013, Letter from TGS to Examiners updating data from
the Technical Conference update

Examiners’ Ex. 14, GUD No. 9800, TGS 2006 GRIP Rate Adjustment for the
Unincorporated RGVSA filed April 30, 2008 (pp.1-4), and Schedule IRA-3

Examiners’ Ex. 15, GUD No. 9871, TGS 2007 GRIP Rate Adjustment for the
Unincorporated RGVSA filed May 1, 2009 (pp.1-5), and Schedule IRA-3

Examiners’ Ex. 16, GUD No. 9996, TGS Revised 2008 GRIP Rate Adjustment for the
Unincorporated RGVSA filed October 15, 2010 (pp.1-4), and Schedule IRA-3
Examiners’ Ex. 17, GUD No. 10035, TGS 2009 GRIP Rate Adjustment for the
Unincorporated RGVSA filed November 19, 2010 (pp.1-4), and Schedule IRA-3
Examiners’ Ex. 18, GUD No. 10127, TGS 2010 GRIP Rate Adjustment for the
Unincorporated RGVSA filed November 2, 2011 (pp.1-4), and Schedule IRA-3

Official notice was taken of the Interim Orders in the following TGS Interim Rate

Adjustment dockets (IRA) for the RGVSA: GUD Nos. 9800, 9871, 9996, 10035, and
10127.

TGS established that the utility maintains its books and records in accordance with the

Federal Energy Regulatory Commission’s (FERC) Uniform System of Accounts
prescribed for Natural Gas Companies.

TGS established that the utility has fully complied with the books and records
requirements of Rule 7.310 and the amounts included therein are therefore subject to the
presumption encapsulated in Rule 7.503 that these amounts are reasonable and necessary.

The company initially requested a system-wide revenue requirement increase of
$1,739,433 representing a 7.59% increase over current revenue.

The RGVSA environs shar¢ of the proposed revenue deficiency was allocated at
$168,036.

The Settlement Agreement contemplates a reduction of the RGVSA environs share of the
revenue deficiency to $143,036, which is a $25,000 reduction or 14.9% from the amount
originally proposed.

TGS seeks approval of rates that generate revenues of $143,036.

The parties have established that the proposed revenue increase in the Settlement
Agreement of $143,036 for the RGVSA environs is just and reasonable.
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25.  The following customer charges and per Ccf volumetric rates are just and reasonable.

Rate
Residential
Customer Charge $12.080
Usage Rate $0.17840
Commercial
Customer Charge $41.670
Usage Rate $0.17960
Church
Customer Charge $29.17
Usage Rate $0.17960
Public Authority
Customer Charge $45.51
Usage Rate $0.18690
Industrial
Customer Charge $74.02
Usage Rate $0.16480
Transportation T-1
Customer Charge $127.82
Usage Rate $0.1301
Transportation T-2
Customer Charge $327.82
Usage Rate $0.0548
Minimum Bill $1,500

26. It is just and reasonable that any future Interim Rate Adjustment (IRA) filing in the
RGVSA pursuant to TEX. UTIL. CODE ANN. § 104.301 be required to use the following
factors set out in the Seftlement Agreement until changed by a subsequent rate
proceeding;:

. Weighted Average Cost of Capital shall be 8.0845% based upon a
capital structure of 44.61% debt and 55.39% equity, with a 10.33%
cost of equity.

° For the initial IRA filing, the Net Investment which includes detail
of Plant in Service amounts along with the associated depreciation
rate for each account shall be as shown on Exhibit B, to the
Settlement Agreement.

° For the initial IRA filing, the beginning amount of ad valorem taxes
at the RGVSA level is $627,090.

° For the initial IRA filing, the net plant in service is $73,629,650 for
calculating the federal income tax.
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27.

28.

29.

30.

31.

32.

° For the initial IRA filing, the customer charge as noted in Finding of
Fact No. 25 above, and Paragraph 2 of the Settlement Agreement,
will be the starting rate to apply any IRA adjustment,

. The allocation factors to spread any change in IRA
increase/decrease to the appropriate customer classes is, as follows:

Customer Class Allocated

Increase
Residential 58.10%
Commercial and Church 29.24%
Industrial 2.66%
Public Authority 4.23%
T-1 Transportation 3.38%
T-2 Transportation 2.3%%
Total 100.00%

It is reasonable to set the average use per month per customer class in order to determine
the current and proposed bill information in future interim rate adjustment filings as
follows: residential at 14 Ccf, commercial at 414 Ccf, church at 31 Ccf, industrial at
3,240 Ccf, public authority at 316 Ccf, transportation T-1 at 9,356 and transportation T-2
at 28,556 Ccf.

TGS shall include a lead-lag study to establish cash working capital with its next filed
Statement of Intent proceeding involving one or more of its El Paso, Rio Grande Valley,
or Austin Service Areas. The resulting lead-lag study shall be designed to be applicable
to all TGS Service Areas.

TGS prepared a RGVSA and TGS Division depreciation study for its Plant in Service in
December 2008.

TGS shall file a depreciation study not older than 12-months for TGS assets for inclusion
of its next Statement of Intent proceeding involving one or more of its El Paso Rio
Grande Valley, or Austin Service Areas.

TGS shall within a reasonable time following the creation of ONE Gas, Inc. when the
corporate assets of the newly formed regulated company are known, perform a study to
update the level of corporate depreciation expense allocated to TGS.

It is reasonable and appropriate for TGS to seek recovery of incentive compensation
expenses according to the methodology approved by the Commission in GUD Nos. 9791
and 9902.
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33.

34.

35.

36.

37.

38.

39.

40.

41.

42,

43,

The following tariffs proposed by the signatories to the Settlement Agreement are just
and reasonable, with one adjustment for compliance requirements to the Rate Case
Expense Rider (RCE-Rider):

Rate Schedule 1Z - Residential Service Rate

Rate Schedule 2Z - Commercial Service Rate

Rate Schedule 3Z — Industrial Service Rate

Rate Schedule 4Z — Public Service Authority Rate

Rate Schedule T-1 — Transportation Service Rate

Rate Schedule T-2 — Transportation Service Rate

Rate Schedule 1-ENV — Cost of Gas Clause

Rate Schedule IRA-ENV — Interim Rate Adjustment (deleted)

Rate Schedule T-GTC — General Terms and Conditions for Transportation
Rate Schedule RCE — Rider, Rate Case Expense Surcharge

The proposed Rate Schedule T-GTC is intended to replace the existing Rate Schedule T-
GEN.

The Rate Schedule T-GTC provides transparency for transportation customers of TGS
and ensures that transportation service is offered on a non-discriminatory basis.

The Rate Schedule T-GTC is consistent with other tariffs on file at the Commission and it
is just and reasonable.

TGS has established that its actual rate case expenses of $219,700.72 and estimated rate
case expenses of $10,000, which total $229,700.72 are just and reasonable.

The rate case expenses were comprised of attorneys’ fees and expenses, consultants’ fees
and expenses, and fees related to notice.

The hourly rates charged by attorneys and consultants were reasonable rates charged by
firms in cases addressing utility rate matters.

The attorneys and consultants did not charge any expenses for luxury items and did not
incur any airline, lodging, or meal expenses.

The amount of work done and the time and labor required to accomplish the work was
reasonable given the nature of the issues addressed.

The complexity and expense of the work was relevant and reasonably necessary to the
proceeding, and was commensurate with both the complexity of the issues and necessary
to completing the matter before the Commission.

The rate case expense request is just and reasonable and a rate case expense surcharge of
$0.02072 per Ccf over an approximately 24 month period is just and reasonable.
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44,

45.

46.

It is reasonable that the RCE rider limit the company’s recovery to actual expenses, does
not allow for interest calculations, and requires the rate case expenses to be listed as a
surcharge on the bill.

It is reasonable to adjust the proposed RCE-Rider contained in the Settlement Agreement,
by including a new “Paragraph E” for compliance, that requires the company to file the
annual compliance report with the RRC Gas Services Division annually, due on or before
December 31st, commencing in 2014 with the report detailing the volumes used by
month by customer class, the monthly collections for the RCE surcharge, and indicate the
outstanding balance.

The tariffs and Rate Case Expense Rider (RCE-Rider) attached to this Final Order are
just and reasonable.

CONCLUSIONS OF LAW

Texas Gas Service Company (TGS) is a Gas Utility as defined in TEX. UTIL. CODE ANN.
§101.003(7) and 121.001 (Vernon 2007 and Supp. 2013) and is therefore subject to the
jurisdiction of the Railroad Commission (Commission) of Texas.

The Commission has jurisdiction over TGS and TGS’ Statement of Intent under TEX.
UtiL. CopE ANN. §§ 102.001, 103.022, 103.054, & 103.055, 104.001, 104.001 and
104.201 (Vernon 2007 and Supp. 2013).

Under TEX. UTIL. CODE ANN. §102.001 (Vernon 2007 and Supp. 2013), the Commission
has exclusive original jurisdiction over the rates and services of a gas utility that
distributes natural gas in areas outside of a municipality and over the rates and services of
a gas utility that transmits, transports, delivers, or sells natural gas to a gas utility that
distributes the gas to the public.

This proceeding was conducted in accordance with the requirements of the Gas Utility
Regulatory Act (GURA), and the Administrative Procedure Act, TEX. GOV’T CODE ANN.
§§ 2001.001 et seq. (Vernon 2008 and Supp. 2013) (APA).

In accordance with the stated purpose of the TEX. UTIL. CODE ANN., Subtitle A,
expressed under TEX. UTIL. CODE ANN. §101.002 (Vernon 2007 and Supp. 2013), the
Commission has assured that the rates, operations, and services established in this docket
are just and reasonable to customers and to the utilities.

Tex. UTiL. CODE ANN. §104.107 (Vernon 2007 and Supp. 2013) provides the
Commission’s authority to suspend the operation of the schedule of proposed rates for
150 days from the date the schedule would otherwise go into effect.
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10.

11.

12.

13.

14.

15.

16.

The proposed rates constitute a major change as defined by TEX. UTIL. CODE ANN.
§104.101 (Vernon 2007 and Supp. 2013).

In accordance with TEX. UTIL. CODE ANN. §104.103 (Vernon 2007 and Supp. 2013), 16
TEX. ADMIN. CODE ANN. §§ 7.230 and 7.235, adequate notice was properly provided.

In accordance with TEX. UTIL. CODE ANN. §104.102 (Vernon 2007 and Supp. 2013), 16
TEX. ADMIN. CODE ANN. §§ 7.205 and 7.210, TGS filed its Statement of Intent to increase
gas distribution rates.

In this proceeding, TGS has the burden of proof under TEX. UTIL. CODE ANN. §104.008
(Vernon 2007 and Supp. 2013) to show that the proposed rate changes are just and
reasonable. '

TGS failed to meet its burden of proof in accordance with the provisions of TEX. UTIL.
CODE ANN. §104.008 (Vernon 2007 and Supp. 2013) on the elements of its requested rate
increase identified in this order.

The revenue, rates, rate design, and service charges proposed by TGS are not found to be
just and reasonable, not unreasonably preferential, prejudicial, or discriminatory, and are
not sufficient, equitable, and consistent in application to each class of consumer, as
required by TEX. UTIL. CODE ANN. §104.003 (Vernon 2007 and Supp. 2013).

The revenue, rates, rate design, and service charges proposed by TGS, as amended by the
Examiners and the Settlement Agreement attached to this order, are just and reasonable,
are not unreasonably preferential, prejudicial, or discriminatory, and are sufficient,
equitable, and consistent in application to each class of consumer, as required by TEX.
UTIL. CODE ANN. (Vernon 2007 and Supp. 2013).

The overall revenues as established by the findings of fact and attached tariffs contained
in the Settlement Agreement, as adjusted by the Examiners, are reasonable; fix an overall
level of revenues for TGS that will permit the company a reasonable opportunity to earn
a reasonable return on its invested capital used and useful in providing service to the
public over and above its reasonable and necessary operating expenses, as required by
TEX. UTIL. CODE ANN. § 104.051 (Vernon 2007 and Supp. 2013); and otherwise comply
with Chapter 104 of the Texas Utilities Code Annotated.

The revenue, rates, rate design, and service charges proposed will not yield to TGS more
than a fair return on the adjusted value of the invested capital used and useful in
rendering service to the public, as required by TEX. UTIL. CODE ANN. § 104.052 (Vernon
2007 and Supp. 2013).

The rates established in this docket comport with the requirements of TEX. UTIL. CODE
ANN. §104.053 (Vernon 2007 and Supp. 2012) and are based upon the adjusted value of
invested capital used and useful, where the adjusted value is a reasonable balance
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between the original cost, less depreciation, and current cost, less adjustment for present
age and condition,

17. It is reasonable for the Commission to allow TGS to include a Cost of Gas Clause in its

rates to provide for the recovery of all of its gas costs, in accordance with 16 TEX.
ADMIN. CODE § 7.5519.

18. TGS is required by 16 TEX. ADMIN. CODE §7.315 to file electronic tariffs incorporating
- rates consistent with this Order within thirty days of the date of this Order.

IT IS THEREFORE ORDERED that TGS’ proposed schedule of rates is hereby DENIED.

IT IS FURTHER ORDERED that the rates, rate design, and service charges established in the
findings of fact and conclusions of law and shown in the Settlement Agreement, as adjusted by

the Examiners for compliance of rate case expenses, on the attached tariffs for TGS are
APPROVED.

IT IS FURTHER ORDERED that the factors established for future interim rate adjustments in

Findings of Fact No. 26 and included in Paragraph 3 of the settlement terms of the Settlement
Agreement are APPROVED.

IT IS FURTHER ORDERED that the tariffs attached to this order as Final Order Attachment B
are hereby approved.

IT IS FURTHER ORDERED that final actually incurred rate case expenses be filed with the
Commission through completion of the case within 30-days of issuance of the Final Order.

IT IS FURTHER ORDERED that an annual collections report for rate case expense recovery
be filed with the Gas Services Division, due on or before the 31% of each December,
commencing in 2014, with the report detailing the volumes used by month by customer class, the
monthly collections for the RCE surcharge, and indicate the outstanding balance.

IT IS FURTHER ORDERED that, in accordance with 16 TEX. ADMIN. CODE § 7.315, within
30 days of the date this Order is signed, TGS shall electronically file tariffs and rate schedules
with the Gas Services Division. The tariffs shall incorporate rates, rate design, and service
charges consistent with this Order, as stated in the findings of fact and conclusions of law and
shown on the attached Schedules.

IT IS FURTHER ORDERED that all proposed findings of fact and conclusions of law not
specifically adopted in this Order are hereby DENIED.

IT IS ALSO ORDERED that all pending motions and requests for relief not previously granted
or granted herein are hereby DENIED.
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This Order will not be final and effective until 20 days after a party is notified of the
Commission's order. A party is presumed to have been notified of the Commission's order three
days after the date on which the notice is actually mailed. If a timely motion for rehearing is
filed by any party at interest, this order shall not become final and effective until such motion is
overruled, or if such motion is granted, this order shall be subject to further action by the
Commission. Pursuant to TEX. Gov'T CODE ANN. §2001.146(e), the time allotted for
Commission action on a motion for rehearing in this case prior to its being overruled by
operation of law, is hereby extended until 90 days from the date the order is served on the
parties,

SIGNED this 26" day of November, 2013.

RAILROAD COMMISSION OF TEXAS

CHAIRMAN BARRY T. SMITHERMAN

C 'R DAVID PORTER

COMMISSIONER CHRISTI CRADDICK
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GUD NO. 10288

STATEMENT OF INTENT OF § _ BEFORE THE
TEXAS GAS SERVICE COMPANY 8

TO INCREASE GAS UTILITY RATES § RAILROAD COMMISSION
WITHIN THE UNINCORPORATED §

AREAS OF THE RIO GRANDE § OF TEXAS

"VALLEY SERVICE AREA

SETTLEMENT AGREEMENT

_—______

This Settlement Agreement is entered into by and between Texas Gas Service Company

(“Texas Gas” or the “Company”) and the Staff of the Railroad Commission of Texas (“Staff™).

WHEREAS, this Settlement Agreement resolves all issues relating to the Texas Gas

Statement of Intent to Increase Gas Utility Rates Within the Unincorporated Areas of the Rio
Grande Valley Service Area filed with the Railroad Commission of Texas (“Commission”) on

June 28, 2013, in a manner that Texas Gas and Staff (collectively “the Signatories”) believe is

consistent with the public interest, and the Signatories represent diverse interests;

WHEREAS, the Company’s Rio Grande Valley Service Area (“RGVSA”) includes the
unincorporated areas of Alamo, Alton, Brownsville, Combes, Donna, Edcouch, Edinburg, Elsa,
Harlingen, Hidalgo, La Feria, La Joya, La Villa, Laguna Vista, Los Fresnos, Lyford, McAllen,
Mercedes, Mission, Palm Valley, Palmhurst, Palmview, Penitas, Pharr, Port Isabel, Primera,
Progresso, Rancho Viejo, Raymondville, Rio Hondo, San Benito, San Juan, Santa Rosa, and
Weslaco, Texas, along with the unincorporated cities of Bayview, Laguna Heights, Monte Alto,

Olmito, and San Carlos and the unincorporated areas of Jim Hogg and Starr counties
(collectively, the “RGVSA Environs”);

WHEREAS, the last full rate proceeding setting rates for the RGVSA Environs was

docketed as GUD No. 9708, and the Commission issued its final order on April 10, 2007;

WHEREAS, since GUD No. 9708, the RGVSA Cities have

adopted a Cost of Service
Adjustment tariff that changes rates annually to reflect increases or decreases in rate base and
expenses;

WHEREAS, since GUD No. 9708, rates for the RGVSA Environs have changed annually
pursuant to TEX. UTIL, CODE § 104.301, which authorizes increases in rate

s on an interim basis
for incremental capital investment, but does not address changes in expenses from year to year;

WHEREAS, the Company filed and the Commission approved five Interim Rate
Adjustments pursuant to Tex. UTIL. CoDE § 104.301 for the RGVSA Environs since the
Commission issued its order in GUD No. 9708. The dock

et numbers for these interim rate
adjustments are 9800, 9871, 9996, 10035, and 10127, and they were issued on July 29, 2008,
July 14, 2009, December 14, 2010, March 8, 2011, and January 24, 2012, respectively;

WHEREAS, TEX. UTIL. CODE § 104.301 requires that a gas utility file a full Statement of
Intent rate proceeding within 180 days following the fifth anniversary of the Commission

1
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Thus, Texas Gas was required by statute to filea

approving an initial interim rate adjustment.
anuary 25, 2014;

Fuall Statement of Intent rate proceeding for the RGVSA Environs on or before J

WHEREAS, on June 28, 2013, Texas Gas filed its Statement of Intent to Increase Rates
within the Unincorporated Areas of the RGVSA, docketed as GUD No. 10285;
waterhent of Intent invoked the Commission’s original

al and commercial customers that are not specifically
area (Commission Rule 7.115(33);

WHEREAS, Texas Gas by its S
jurisdiction to set special rates for residenti
keyed to the rates charged in any incorporated
that a utility’s Statement of Intent seeking to
original jurisdiction include all direct evidence
epared testimony of all witnesses, and exhibits

WHEREAS, Commission rules require
establish special rates urider the Commission’s
necessary to support the proposed rate increase, pr
(Commission Rule 7.205);

WHEREAS, Texas Gas included with its Statement of Intent the following: (A) Cost of
Service Schedules; (B) Proposed Revenue Increase by Class; (C) Average Bill by Class; (D)
Direct Testimony of seven witnesses; (E) Proposed Rate Schedules and Tariffs; (F) Proposed
Notice; (G) Proposed Protective Order, and (H) ‘Workpapers;

WHEREAS, the Company’s Statement of Intent and supporting evidence demonstrated 8
system-wide revenue requirement of $24,645,181, with revenues of $22,905,748, producing a

revenue deficiency of $1,739,433;

WHEREAS, the RGVSA Environs’ share of this propose
$168,036;

WHEREAS, Texas Gas put forth

records in accordance with Commission
ed by Commission Rule § 7.503 that

presumption establish
and records have been reasonably and necessarily incurred;

WHEREAS, Texas Gas did not include in its request the recdvery 0
exempt under Texas Administrative Code § 7.5414;

d revenue deficiency is

evidence demonstrating that it maintains its books and
ore entitled to the legal

Rule § 7.310 and is thereft
the costs contained within the books

f any expenses

WHEREAS, Texas Gas did not include in its proposed revenue requirement any

payments to affiliates for the cost of a sérvice, property, right or other item or for interest
expenses to_be included as a capital cost or expense;

WHEREAS, Texas Gas proposed that the new rates become effective on August 7, 2013;

WHEREAS, the Commission on July 9, 2013 suspended the proposed effective date for
an additional 150 days;
granted;

WHEREAS, on July 8, 2013, Staff’s motion to intervene in the docket was

WHEREAS, on July 25, 2013, the Examiners by Letter No. 10 approved the Company’s

proposed form of notice;
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WHEREAS, on August 14, 2013, the Company provided public notice by direct mail to
customers in the RGVSA Environs in the form approved by the Examiners;

WHEREAS, both Staff and the Examiners propounded requests for information on the
Company regarding the filed Statement of Intent and supporting evidence;

WHEREAS, a Technical Conference in this docket was held on July 29, 2013;

WHEREAS, after the conclusion of the Technical Conference and discovery, Staff and
Texas Gas entered into settlement negotiations;

WHEREAS, settlement of this docket will conserve Commission resources and eliminate

the need to incur additional rate case expenses for preparation of Staff’s responsive testimony

and Company’s rebuttal testimony, preparation for and participation in hearing, drafting of
briefing and potential exceptions, and filing and participating in potential appeal;

WHEREAS, the Signatories believe that a fully contested hearing in the case would be
time-consuming and entail substantial additional expense and that the public interest will be best

ement and implementation of

WHEREAS, additional litigation of this case through hearing and briefing would likely
increase rate case expenses by an estimated $75,000-100,000 or more;

NOW, THEREFORE, in consideration of the mutual agreements and covenanis
established herein, the Signatories, through their undersigned representatives, agree to and
recommend for approval by the Commission the following Settlement ‘Terms as a means of fully

resolving all issues raised in the June 28, 2013 Statement of Intent filed by Texas Gas on behalf
of its Rio Grande Valley Service Area Environs:

Settlement Terms

1. Texas Gas and Staff agree to the rates, terms and conditions reflected in the rate
schedules and tariffs attached to this Settlement Agreement as Exhibit A. Said tariffs
would allow Texas Gas an additional $143,036 in annual revenue, which amount
represents the Environs’ share of the system-wide revenue deficiency and is $25,000 less
than the revenue increase proposed by the Company. Texas Gas and Staff further agree
that the rates, terms and conditions reflected in Exhibit A to this Settlement Agreement
comply with the rate-setting requirerents of Chapter 104 of the Texas Utilities Code.

2. The Signatories agree t0 the following customer charges and volumetric rates by class:



0 0

Rate

Residential
Customer 0 $ 1208
Usage Rate $ 01784

Commercial

Customer Charge $ 4167
Usage Rate $ 01796

Church

Customer Charge $ 2917
Usage Rate $ 01796

Public Authority _
Customer Charge $ 4551
Usage Rate $ 0.1869

Industrial

Customer Charge $ 7402
Usage Rate $ 0.1648

T-1 Transportation
|_Customer Charge s 127.82
Usage Rate $ 01301

T-2 Transportation
Customer Charge $ 32782

Usage Rate $ 0.0548
I Minimum Bill $ 1,500

3. Texas Gas and Staff agree that future Interim Rate Adjustment (“IRA") filings made for

the RGVSA Environs pursuant to GURA § 104.301 shall rely on the following Cost of
Service factors:

Weighted Average Cost of Capital shall be 8.0845% based upon a capital
structure of 44.61% debt and 55.39% equity, with a 10.33% cost of equity.

For the initial IRA filing, the Net Investment which includes detail of Plant in
Service amounts along with the associated depreciation rate for each account shall
be as shown on Exhibit B.

For the initial IRA filing, the beginning amount of ad valorem taxes at the
RGVSA level is $627,090.

For the initial IRA filing, the net plant in service is $73,629,650 for calculating
the federal income tax.

For the initial IRA filing, the customer charge as noted in item 2 above will be the
starting rate to apply any IRA adjustment.

The allocation factors to spread any change in IRA increase/decrease to the
appropriate customer classes is as follows:



Allocated

Customer Class Increase
Residential 58.10%
Commercial and Church 29.24%
Industrial 2.66%
Public Authority 4.23%
T-1 on 3.38%
T-2 Transportation 2.3%
Total 100.00%

4. The average use per month per customer class in order to determine the current and
proposed bill information in future IRA filings is as follows: residential at 14 Ccf,

commercial at 414 Ccf, church at 31 Ccf, public authority at 316 Ccf, industrial at 3,241
Cecf, T-1 transportation at 9,356 and T-2 transportation at 28,556 Ccf.

. Texas Gas and Staff agree on the admissibility of the following evidentiary record:

o Statement of Intent of Texas Gas Service to Increase Rates Within the
Unincorporated Areas of the Rio Grande Valley Service Area, filed on June 28,

2013, inclusive of all attachments, including the direct testimony of the following
witnesses:

Dean LaFever;

Janet Buchanan, as amended by the Errata filing of August 16, 2013;
Janet Simpson;

Teresa Swensen,

Stacey Borgstadt;

Angela Wells;

Bruce Fairchild;

o Affidavit of Janet Buchanan attesting to Public Notice (filed August 15, 2013);
e

Affidavit of Dane McKaughan attesting to the reasonableness of Rate Case
expenses, attached as Exhibit C to this Settlement Agreement; and

‘s Bill Impact Analysis, attached as Exhibit D to this Settlement Agreement.

OOOOQOO

. The Signatories agree that Texas Gas shall include a lead-lag study to establish cash
working capital with its next filed Statement of Intent proceeding involving one or more

of its El Paso, Rio Grande Valley, or Austin Service Areas. The resulting lead-lag study
will be designed to be applicable to all TGS Service Areas.

. The Signatories agree that Texas Gas shall file a depreciation study not older than 12-
months for Texas Gas assets for inclusion in its next Statement of Intent proceeding
involving one or more of its El Paso, Rio Grande Valley, or Austin Service Areas.

. ONEOK, Inc., the parent company of Texas Gas, has announced that it will split into two

separate legal entities, one exclusively regulated (ONE Gas, Inc.), and one exclusively
unregulated, sometime following the first quarter of 2014. As part of this separation, the
current corporate assets of ONEOK, Inc. will be assigned to one or the other of the two
companies. The Signatories agree that within a reasonable time following the creation of

5
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ONE Gas, Inc. when the corporate assets of the newly formed regulated company are

known, the Company will perform a study to update the level of corporate depreciation
expense allocated to Texas Gas. '

9. The Signatories agree on the following statement: “The Signatories agree that it is
reasonable and appropriate for Texas Gas to seek recovery of incentive compensation

expense according to the methodology approved by the Commission in GUD Nos. 9791
and 9902.”

10. Texas Gas has incurred approximately $219,700.72 in actual rate case eXpenses through
August 31, 2013, as evidenced by the attached affidavit of Mr. Dane McKaughan. This
amount includes legal expenses, outside expert consultant expenses, and public notice
expenses. Estimated rate case expenses from September 1, 2013 through completion of
this case are $10,000. This amount includes or will include settlement negotiations,
drafting settlement documents, support of settlement agreement before the Examiners and
the Commission, and Commission Conference attendance, Assuming approval of this
Setflement Agreement, total actual expenses and estimated expenses through the
completion of the case are expected to be about $229,700.72. The Signatories agree that
this amount is reasonable and appropriately recoverable. Recovery of this amount over
an estimated twenty-four month period results in a Rate Case Expense Surcharge of
$0.02072 per Ccf, as reflected in the Rate Case Expense Surcharge Rider attached as part
of Bxhibit A, Texas Gas shall recover estimated rate case expenses only to the extent

they are actually incurred. Texas Gas shall not include an interest calculation in its
recovery.

11. The tariffs presented in Exhibit A encompass all proposed and gettled rate and tariff
changes. The settled tariffs comply with the Commission’s tariff rule, 7.313.

12. Staff conducted a thorough review of each Interim Rate Adjustment docket that is
associated with this instant docket, GUD 10285. Those IRA dockets are 9800, 9871,
9996, 10035, and 10127. Staff examined each docket, which included a review of Staff’s
evaluation at the time each docket was filed, affirming the review process was complete.
Staff affirmed that the amounts removed from each IRA filing was appropriate at that
time, Staff reviewed the instant docket to affirm that any previously removed amounts
were not included in this instant docket or, if included, that the utility had provided
sufficient justification to include previously removed amounts in gas plant and the
associated accumulated depreciation in this docket. Staff affirms that the amounts
included in gross plant and the associated accumulated depreciation in this docket are

reasonable and necessary under 7.7101(j). Staff affirms that refunds under Commission
Rule 7.7101({) are not recommended or necessary.

13. To the extent that approval of this Settlement Agreement is denied in whole or in part,

Texas Gas reserves the right to update its rate case expenses associated with this
proceeding.

14. The Signatories agree that the terms of the Settlement Agreement are interdependent and
indivisible, and that if the Commission enters an order that is inconsistent with this
Settlement Agreement, then any Signatory may withdraw without being deemed to have

6
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Exhibit A to the proposed joint
Settlement Agreement

Proposed Rate Case Expense (RCE) Rider
and Withdrawn T-Gen

Exhibit A to the joint Settlement Agreement includes the signatories
proposed tariffs, withdrawn T-GEN, and Rate Case Expense (RCE) Rider. The
Examiners recommend adoption of the proposed tariffs, withdrawal of T-GEN, and
adjustments to the RCE-Rider. The proposed tariffs were not copied, as they are
the Examiners’ Recommended Tariffs and are Attachment B to the proposed Final

Order. The withdrawn T-GEN and RCE rider, as proposed, is included in this
Exhibit A to the joint Settlement Agreement.

Final Order
Attachment A
(Exhibit A)



TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE RCE-RIDER

B.

RATE CASE EXPENSE RATE

APPLICABILITY

Fe W W 1A 2

The Rate Case Expense (RCE) rate as set forth in Section (B) below is pursuant to Gas
Utilities Docket No, 10285: Statermnent of Intent Filed by Texas Gas Service Company to
Change Rates in the Environs of the Rio Grande Valley Service Area, Final Order Finding of
Fact No.., This rate shall apply to the following rate schedules of Texas Gas Service
Company in the unincorporated areas served in Rio Grande Valley Area of Texas including
Alamo, Alton, Bayview, Brownsville, Combes, Donna, Edcouch, Edinburg, Elsa, Harlingen,
Hidalgo, La Feria, La Joya, La Villa, Laguna Heights, Laguna Vista, Los Fresnos, Lyford,
McAllen, Mercedes, Mission, Monte Alto, Olmito, Palm Valley, Palmview, Penitas, Pharr,
Port Isabel, Primera, Progreso, Rancho Viejo, Raymondville, Rio Hondo, ‘San Benito, San
Carlos, San Juan, Santa Rosa, and Weslaco, Texas: 1Z, 2Z, 3Z,4Z, T-1 and T-2.

RCE RATE

All Cef during each billing period: $ 0.02072 per Ccf

This rate will be in effect for approximately 24-months until all approved and expended rate
case expenses are recovered under the applicable rate schedules. Texas Gas Service Company
will recover $219,700.72 in actual expense and up to $10,000.00 in estimated expense, not to
exceed actual expense. Texas Gas Service Company will not include any interest calculations
in the recovery. The Rate Case Expense Surcharge will be a separate line item on the bill.

OTHER ADJUSTMENTS

_____———_—-

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

Subject to all applicable laws and orders, and the Company's rules and regulations on file with
the regulatory authority. i

Initial Rate Schedule

Meters Read On and After
Final Order

Attachment A
(Exhibit A)
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TEXAS GAS SERVICE COMPANY |
Rio Grande Valley Service Area RATE SCHEDULE T-GEN
' Page1o0f8

GENERAL CHARGES, PROVISIONS AND CONDITIONS

APPLICABILITY
Applicable to Transportation Rate Schedules.
TERRITORY

All areas served by the Company in its Rio Grande Valley Service Area.

ADDITIO GES TO COST OF 8 RA ®$

During each monthly billing period, the following charges will in addition to any charges
specifically stated on the applicable rate schedule:

. :

Plus: \\ ;

A charge representing the customer’s proportionate share OMNQN 2R unaccounted (LAUF) gas volume within
the Service Area, The customer’s share of LAUF gas.will'Be determined by multiplying (1) the actual
volumes delivered to the customer by (i) the purchiecigfligs ratio, minus one, for the Service Area for the
twelve month period ended the preceding June 3Q, ag B¢fiued in the Gompany’s applicable Cost of Gas Clause
(Rate Schedule 1 for the incorporated arcas ON ® Schedule 1-ENV for the unincorporated areas).
Purchase/sales ratios will be recalculated anngsihavith the filing of the annual reconciliation required by the
Company’s Cost of Gas Clause, for appligaiqpGoXd eliveries commencing in the succeeding October.

The LAUF factor as determined &
range of zero (0) to 5.26%.

The Company will require &m& to satisfy its lost and unaccounted for obligation by payment in kmd

2 no event exceed .0526 i.e. [1/1-.05]-1 and must fall within the

(*PIK"), PIK volumegwi ded to the customer usage volume to equal the total amount of gas

to be delivered at th: *s receipt points and shall be included for purposes of calculating imbalances
in accordance with SpW vision 6 below. For customers or qualified suppliers shipping excess gas off the
distribution system, PIK shall in no event exceed 1%.

Plus:

A charge will

be made each month to recover the cost of gross receipts taxes paid to the State of Tem
pursuant to the provision of Asticle 6060 TEX. REV. CIV. STAT., as such may be amended from time to
time, which are attributable to the transportation service performed hereunder.

Plus:
Any franchise fees, street rental fees, or other similar privilege fees attributable to the Company’s services
under this tariff and payable to any municipality wherein the customer receives gas delivered hereunder.

Plus: Additional charges may be made at the Company’s sole discretion for compression, treating, or similar
services if the customer or qualified supplier is shipping excess gas off the distribution system.
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Ex. Ato Seitlement Agreement
Page 37 of 48

TEXAS GAS SERVICE COMPANY

Rio Grande Valley Service Area RATE SCHEDULE T-GEN

Page 2 of 8

GENERAL CHARGES, PROVISIONS AND CONDITIONS
(Continued) ’

ADDITIONAL CHARGES TO COST OF SERVICE RATE (Continu

Plus:

Notwithstanding anything herein to the contrary, in addition to the Rates set forth above, the Company shall
bill each transportation customer, in the incorporated area of McAllen only, a surcharge of $0,12 per Mof
duﬁnsthebillingperiodinaccordamewiththe SeulemmtAmentdatedMarohlo, 2003 and
AmendmentdatedMay5,2003betweentheCompanyandtthityochAllen,T , The surcharge shall

be effective only until the settlement payment allocated to transportation pursuant to the
Settiement Agreement and Amendment is collected by the Company. .

Plus: - :

Notwithstanding anything herein to the contrary, in addition to the Co &a, the Company shall bill each
transportation customer, in the incorporated areas of the Rio alley Service Area a rate case
expense surcharge of $0.00511 per Cof during the billin; accordance with the Settlement
AgrecmmtandTmSheetdatedJulle,ZOOﬁandth oﬁyordinanccbyandamongthc
Company and the Cities in regard to the Company’s

Tntent to Increase rates filed on March 30,
2006. The rate case expense surcharge shall be eﬁwﬁv@y il the rate case expenses are collected.

Plus; \
mmmmmm'l‘hebasicratesfor serviceshnllincludetheamountofthelnteﬂmkatc
Adjustment in accordance with the provisi Schedule IRA-ENV.

S
SPECIAL PROVISION @

1. Definitions: As @ iff, the following terms will have the meanings indicated:

Aggregation Pool » or more transportation service accounts gserved by the same Qualified Supplier
and aggregated pursuant to Special Provision 3 of this tariff for operational purposes, including, without
limitation, nominating, scheduling and balancing gas deliveries at designated receipt points within the
service area.

Cumulative Operational Imbalance (COX) - As of the effective date of this tariff, the initial COI for any
Aggregation Pool shall be determined by aggregating the cumulative imbalances of all accounts
participating in such Aggregation Pool, calculated as of the effective date of this tariff, Thereafter, the COI
ghall be adjusted to include MOI volumes w. ich have not been cashed out pursuant to Section 6 below.
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Ex. Alo Settlement Agreement
Page 30 of 48

GENERAL CHARGES, PROVISIONS AND CONDITIONS
~ (Continued)

Cumaulative Tolerance Limit — With respect to any Aggregation Pool, five percent (5%) of historical
annual Deliveries fo the participants of such pool for the most recent year ended on June 30. For new
participants having no historical delivery informstion, such calculation shall be based on forecasted
volumes which the Company determines to be reasonably relisble and reasonsbly accurate. The
Cumulative Tolerance Limit will be adjusted annually in October, Upon request of a Qualified Supplier,
pﬂmmthzcommmcanentofanyﬂwmonth,mmmulaﬁwhlumummﬁshnﬂbeadjuma
prospectively to reflect chnngmtothcAggregaﬁonPool and other known changes to

yolumetric loads that the Company determines to be reasonably reliable and reasonably accurate. ;
Monthly Operational Imbalance (MOI) — For any month, the difference between the aggregate Receipts
for an Aggregation Pool and the sum of () the aggregate Deliveries for such Aggrggat

on Pool during the
same time period, and (i) the aggregate PIK Volumes assessed for such pe Qe resulting volume
ghall be adjusted to reflect any PPA. AnyPI’Ashnllheincludedinthe MGhdgRulatio for the month
during which the PPA is reported and the prior period MOI will not be reg@g Sted due to PPA unless the
PPA results in new or revised cash out charges. \
Dellveries — Volumes of natural gas delivered to the ¢ ; pursuant to this tariff.
Tmbalance Volumes — The volume by which the \r‘a MOI exceeds the Monthly Tolerance
Limit or the Qualified Supplier’s COI exceeds the Cum lerance Limit.

Monthly Tolerance Limit — With respect to m@gﬂﬁm Pool, ten percent (10%) of the aggregate
Deliveries for such month. 6.

PIK Volumes — Volumes of gas to be d bythecustomertotthompanyinsaﬁsfacﬁonofthe
customer’s LAUF gas obligation. \Q

Prior Period Adjustment (PP any Aggregation Pool, a revision to the Receipts or Deliveries for
any prior flow month which w gult in an increase or decrease to the previously stated MOI for such
month, \@

Receipts — Volum gas received into the Company’s natural gas distribution system for delivery
to a customer pu.rQb tariff.

Qualified Supplier — A supplier of natural gas for transportation to customers through the Company’s
natural gas dis&ibuﬁonsystemwhomeetstherequiremmtﬂofSecﬁons of this tariff and has a currently
effective Supplier Service Agreement with the Company.

Supplier Service Agreement —a contract setting forth the terms upon which a supplier of natural gas may

make deliveries of customer-owned gas into the Company’s distribution system for delivery to one or more
of the Company’s customers taking service under this tariff.

Initial - Supersedes Sheet Dated Meters Read On and After
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TEXAS GAS SERVICE COMPANY

Rio Grande Valley Service Area RATE SCHEDULE T-GEN

Page 4 of 8

GENERAL CHARGES, PROVISIONS AND CONDITIONS
(Continued)

TrmspomﬂonAgreement—aconuacthetweenthe Company and the customer detailing the terms and
condiﬁonsuponwhichthecnstomarwﬂlmeivasetvice\mderthistaﬁfﬁ

Upstream Balancing Agreement — A contract between a Qualified Supplier and its gas supplier whereby
such gas supplier agrees 1o retain imbalances upstream of the Company’s natural gas distribution system.

2. Qualified Supplier Required — As a condition of receiving service under this Rate Schedule, the customer
mustappointnomomthanonengliﬁedSupplierforeaohagreemm The QualificN
behalfofthecustomnrtopmcuregasmxppﬁesmdtodelivuthemtotherec i\ Peints
relevantTmspomtionAgmament.andshallactastheCustomer‘sagent \etpect to nominations and
opemﬁonalnoﬁcesmquiredunderthe Customer’s Transportation Agfe
resolution of imbalances under this Rate Schedule. A customer

Provision 8 below mnyactasitsoanualiﬂed Supplier.
2.1 Change of Qualified Supplier — The customer MAgQARIES its Qualified Supplier effective only on
the first day of the calendar month. The customehNMotif the Company in writing at least thirty

(30)daysinadvanceofanyohangeof Qus : Uponreoeiptofnotiﬁcaﬁonofchangeof

: fn§ of termination of curment supplier, verify all

documentation of qualification of new, 2 exocuted, and establish an effective date for the
change. b

3. Aggregation Pool -~ The Qualified 8 designate no more than one Aggregation Pool within the

Service Ares, and shall notify the astotheidenﬁtyofthecnstomeraccountscompﬁsingsuch

Aggregation Pool. With respe included in any Aggregation Pool, the Qualified Supplier

ghall (i) make nominations on & 2 basisatleastsix(G)businessdayspriortotheﬁntofthn

calendar month; and (i) m@operaﬁonal imbalances on an aggregated basis in accordance with Special
Provision 6 below. \

4. Customer Vol tion — The Company shall supply to the Qualified Supplier, designated by the
customer, inft as to such customer’s delivery volumes each month, with the imbalance statements
described at Special Provision 6.4 below.

5, Imbalances

5.1 Monthly Imbalances - The Qualified Supplier shall not allow its MOI for any Aggregation Pool to

exceed the Monthly Tolerance Limit in any month. In the event the MOI exceeds the Monthly
Tolerance Limit, the parties shall resolve the value of such Imbalance Volumes using the cashout

set forth in Special Provision 6 below. MOI amounts that do not exceed the Monthly
Tolerance Limit shall be added to the Qualified Supplier’s COL
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Page 42 of 48
TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE T-GEN
Page S of 8

GENERAL CHARGES, PROVISIONS AND CONDITIONS
(Continued) :

52 Cumulative Imbalances — The Qualified Supplier shall not allow its COI for any Aggregation
Pool to exceed the Cumulative Tolerance Limit at any time. In the event the Qualified Supplier’s
COI exceeds the Cumulative Tolerance Limit, the parties shall resolve the value of such Imbalance

Volumes using the cashout procedure set forth in Special Provision 6 below. The initial COI for
any Aggregation Pool shll be caloulated using the imbalance volumes attributable to the
participants for the flow month immediately preceding the effective date hereof,

53 Upstream Imbalances — For purposes of Special Provisions 5 and 6
attributed to a Qualified Supplieronaccountofvolumu i
Balancing Agreement which has ‘been acknowledged in wri

6. Cashout Procedure b

®
61 Over Deliveries — For MOI's or COI's wh §exmed deliveries by more than the

imbalances will be
ject to an Upstream
upstream transporter

applicable tolerance limit, the Company shall p. ified Supplier an amount equal to: (i)
the Imbalance Volume, stated in MMBtu, m by 90% of the “Delivered Spot-Gas Prices
Bouston Ship Channel/Beaumont, Texas (large packages only) as published in the first
issue of Inside F.E.RC.'s Gas Marke the month in which the applicable tolerance limit
was exceeded.

62 Under Deliveries — For M &Dl’s where deliveries exceed receipts by more than the

issue of Inside FEW Market Report for the month in which the applicable tolerance limit
y applicable franchise fees assessed on such payment by the municipality

in which ere made to participants in the Aggregation Pool which generated the
anyothcrtaxes,userfeesorothermsmessedonsuchpaymmbymy

63 Exemption from Fees and Taxes — If the Qualified Supplier claims that any Imbalance volumes
are exempt from applicable franchise fees, taxes, user fees or other governmental assessments, the
Qualified Supplier shall ide to the Company such evidence of the exemption as the Company
might reasonably require. In addition, the Qualified Supplier shall provide to the Company each
month such supporting documentation as the Company may reasonably require to determine what
portion of the payment described at Special Provision 6.2 above is exempt from such assessments.

Initial - Supersedes Sheet Dated Meters Read On and After
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6.6 Allocation to Pool Participants — The Qualified Supplier shall be le for collecting from or
remitﬁngtoitacuatommallﬁmdsreceivedorpaidundcrthisSp wvision 6 that are due to
or from the customer.

7. Company’s Liability for Cashout — The Company shall ba; to any customer in connection

with the failure of the customer’s Qualified Supplier to
the Company to the Qualified Supplier.

8. Supplier Qualifications — The Company may
supplier who has failed to meet the following

GENERAL CHARGES, PROVISIONS AND CONDITIONS
(Continued)

6.5 Effect of Cashout on PGA —~ All amounts accrued under this Special Provision 6 excluding
franchise fees and sales tax if found to be applicable shall be recarded to the PGA “Reconciliation

Account” as defined in Rate Schedule 1 for the incorporated areas or Rate Schedule 1-ENV for the
unincorporated areas.

the right to establish reasonable financial and non-

8.1 Financial Integrity — The Compa
discriminatory standards f slified Suppliers. Any supplier desiring to become a

credit

Qualified Supplier must subn® ¥ Company an audited balance sheet and financial statements
for the previous three (3)yedd, §30ng with two (2) trade and at least one (1) banking reference. To
the extent that such infQgpeeitfl is not publicly available, the supplier shall supply the Company
with a list of all corporatefffiliates, parent companies, subsidiarics and affiliated partnerships.
Any supplier whe Jegfpes QunliﬁedSuppliermstpmvideupdatedﬁnannialinfonmﬁonnthn
Company’s reqpast
& ;
8.2 Credit E ent — In the event a supplier fails to demonstrate to the Company’s reasonable

satisfaction it has met thie Company credit standards, the Company shall require such supplier
to provide one of the following: (i) a cash deposit; (ii) an irrevocable letter of credit issued by a
commercial bank reasonably acceptable to the Company; (iii) a surety bond issued by a reputable
insurance company listed in AM Best's Insuranco k atings with a rating of “B+ VII” or better, and
authorized to engage in the business of insurance in the State of Texas; or (iv) a financial guaranty
from a guarantor who meets the Company’s credit standards.

Initial - Supersedes Sheet Dated Meters Read On and After
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GENERAL CHARGES, PROVISIONS AND CONDITIONS
(Continued) :

8.3 Termination of Qualified Supplier — The Company shall have the right to terminate a Qualified
Supplier's Supplier Service Agreement and its eligibility to make deliveries into the Company’s.
local distribution system in the event that such Qualified Supplier fails to comply with or perform
any of the obligations onitspartemblishedinthiltm-iﬁorinthe Supplier Service Agreement.
Notice shall be given to the Qualified Suppliunolessthnntendayspﬂorto the end of the calendar
month, and shall be effective upon the first day of the succeeding month unless, within such ten day .
period, theQualiﬁedSuppﬁushanmmedymchfaﬂmtothnfunsaﬁsfacﬁonoftheCompmy.
Termination of such Qualified Supplier's eligibility and its Supplier Service Agreement shall not
release the Qualified Supplier from its obligation to make payments due to the Company for
transactions occurring prior to the effective date of termination.

9. Withdrawal of Qualified Supplier — If a Qualified Supplier ceases for al¥ dason (including the

Company's termination of the Supplier Service Agreement) to supply thin the Service Ares,
thoﬁnalCOIfortheaffectedAgpegationPool shall be calculated as of the flow month in which
such cessation ocours, and shall be cashed out as follows:

9.1 Over Deliveries — For final COI's where receipts exce \ eries, the Company shall pay to the
Supplier an amount equal to: (i) the final COI volurie \GRs- in MMBtu, multiplied by 90% of the
“Delivered Spot-Gas Prices Houston Ship ChangeXBeqqhior Texas” Index (large packages only)
as published in the first issue of Inside F.E.R.C. Ngs Mai ket Report for the month for which the
final COX was calculated, @

9.2 Under Deliveries — For final COI's %¢¢e §& veries exceed receipts limit, the Supplier shall pay
to the Company an amount equal tof (Jtne final COI volume, stated in MMBtu, multiplied by
110% of the “Delivered Spot-Ga{{23%s Houston Ship Channel/Beaumont, Texas” Index (large
packages only) as published IINQOGTE issue of Inside F.E.R.C.'s Gas Market Report for the month

in which the month for got &2l COI was caloulated, plus (i) any spplicable franchise fees

assessed on such paym: 4 municipality in which deliveries were made to participants in the
Aggregation Pool which the Imbalance, plus (iii) any other taxes, user fees or other sums
assessed on such @tby any governmental authority.

9.3 Involcin ? The final cashout payment shall be inveiced and paid in accordance with

Special 6.4 above.

9.4 Continued Service — Upon the withdrawal of a Qualified Supplier, at the customer’s request, the
Company shall provide continued service under the applicable general service rate schedule until
the customer designates a successor Qualified Supplier. In the event gales service commences on
any day other than the first day of a calendar month, all volumes delivered to the customer within
such month shall be deemed sales volumes for purposes of invoicing the customer and for
calculating the final COL Such sales shall be subject to curtailment plans approved from time to
time by the Railroad Commission of Texas or in the absence of an applicable plan, consistent with
Transporter's policies regarding curtailment and stand-by supplies of transport gas, as such policies
may change in Transporter's reasonable discretion.

 Initial - Supersedes Sheet Dated Meters Read On and After
October 1, 1993 T-1 and T-2 (General Terms July 31, 2006 (Incorporated)
and Conditions for Firm Transportation) July 15,2 nincorporated



(3 () GUD No. 10288

Ex, A to Setlement Agreament
Page 47 of 48
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GENERAL CHARGES, PROVISIONS AND CONDITIONS

| (Continued)

1. Services rendered under this tariff are subject in all respects to applicable 1aws, rules, and regulations
from time-to-time in effect.

2. Allvolumesofguhmponedpmuammthisiariﬁshnnummﬂgasofequﬂmhigharqmﬁtythm
nstural gas currently available from the Company’s supplier(s), All gas delivered to the customer shall
bedeemedtobethesamnqualityasthatgasreceivedbytheCompanyfor gion.

3.  Service under this tariff is conditioned upon the customer’s execution of ject in all respects to the
terms and conditions of the Transportation Agreement and all modifications thereto.

4. Tmsportaﬁonofnatmalgashmundermaybeintermp ed to preserve the operational
safety, reliability, or integrity of the distribution system t shortage or threatened shortage of
ges supply from any cause whatsoover, to conserve residential and other higher priority
customers served, The curtailment priority of any ou under this schedule shall be the same
as the curtailment priority established for other cuspaguers Yerved pursuant to the Company’s applicable
general service rate schedule which would o A available to such custome.

5. The Company shall have the right to termifEhe ceunderthistaﬁffinthecventthemtomerisno
longer served by a Qualified Supplier. ¢t stion of service shall not relieve the customer of any
lisbility accrued prior to the effectiyg™¥g bf such termination. The Company shall provide i
service under the applicable genqe® cerateschedulnunﬁlthncustomerdesignm:asuecessor

i ks servicceommmuonanydayothuthantheﬁmdayofa
calendar month, all volumes tothecustomerwithinsuchmonthshallbedeemedsalesvolumes
2 % customer and for calculating the final COL Such sales shall be subject to

QN ﬁmetotimebyﬂ:ekaﬂroadCommissionofTemoxintheabsence of

paCHRYIET with Transporter's policies regardingcurtaﬂmema.ndstand-hy supplies of

g icies may change in Transporter's reasonable discretion.

6. If applicable, air conditioning equipment must be inspected and verified as safe and in service by
qualified company personnel.
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TEXAS GAS SERVICE COMPANY
RIO GRANDE VALLEY SERVICE AREA
TWELVE MONTHS ENDED DECEMBER 31, 2012

TOTAL RGV AREA
LINE TOTAL RGVAREA TOTAL RGVAREA TOTAL RGV AREA ACCUMULATED  TOTAL RGV AREA
NO. DESCRIPTION PLANT CCNC PLANT AND CCNC DEPRECIATION NET PLANT

INTANGIBLE PLANT
1 (301) Organization $0 $0 $0 $0 $0
2 {302) Franchises & Consents 0 o o 0 0
3 {303) Misa, Intangible 0 0 0 0 0
4 Total Intangible Plant $0 $0 $0 $0 30

GATHERING AND TRANSMISSION PLANT
5 {326) Land & Land Rights $19,858 %0 $19,638 $0 $19,658
e (327) Fleld Compras Station Strucutres 0 0 0 0
7 (328) Fleld Meas/Reg Station Structures 2,640 0 2,640 670 2,084
8 (328) Other Structures 1 0 1 0 1
-] (332) Fleld Lines 843,422 0 543,422 118,581 424,861
10 (333) Field Comprassar Station Equip . (1] 1} 0 0 0
1" (334) Fleld Meas/Reg Station Equipment 74,834 0 74,634 18,284 68,381
12 (338) Purification Equip 1,488 0 1,488 3z 1,162
43 (337)Other Equip 21,748 0 21,746 AT 17,002
14 (266) Land & Land Rights 41,200 0 41,200 0 41,200
18 (366) Meas/Reg Station Structures 189,380 0 169,380 26,520 142,850
16 (367) Mains 7,880,280 2,841,831 10,730,920 (2,236,422) 12,087,342
17 (368) Compressor Station Equip 26823 0 28,823 5932 20,891
18 {368) Measure/Reg. Station Equipment 3,422,271 1,079,840 4,502,212 (788,110) 8,288,321
49  (371) Other Equipment M
20 Total Gathering and Transmission Plant $12,360,088 $3,923,200 $16,292,207 ($2,860,288) - $19,162,568

DISTRIBUTION PLANT
21 {374)Land & Land Rights $40,408 $0 $40,400 $38,487 $1.911
22 (375) Structures & improvements 103,433 72,141 175,574 80,064 85,510
23 (378) Mains 36,038,903 4,072,831 38,011,524 11,081,808 26,048,018
24 (377) Compressor Station Equipment o 0 0 0 0
25 (378) Meas. & Reg. Station - General 2,808,818 179,389 2,988,189 308,208 2,681,904
28 (379) Meas. & Reg. Station - C.G. 440,430 304,080 838,411 (35,820) 872,231
27 (380) Sarvices 21,088,278 47,080 21,132,388 7,760,844 13,371,514
28 (381) Meters 8,386,182 215,558 8,601,740 5,641,719 2,960,021
20  (382) Meier instalations o 498 495 3,008 (2,803)
30 (383) House Regulators 7,017,900 44,918 7,062,818 7,360,165 (327,350)
3 (385) indust. Meas, & Reg. Stat. Equipment 242,868 ] 242,868 (125,411) 388,280
a2  (386) Other Property on Customer Premises 8,144 (] 8,144 5,885 250
33 (387) Meas. & Reg. Stat. Equipment 208,871 '] 208,871 232,318 25,44
34 Total Distribution Plant $77277320 $2,028,082 $79,308,407 $32,360,262 348,946,148

GENERAL PLANT
35 (369) Land & Land Rights $130,474 $0 $130,474 $0 $130,471
38 (390) Structures & improvements 4,380,808 266,837 1,627,537 717,610 900,926
a7  (391) Office Fumiture & Equipment 3,833,855 961,338 4,795,191 2,186,974 2,609,217
38  (392) Transportation Equipment 1,438,639 208,817 1,735,356 444 1,734,812
39 (393) Stores Equipment 38,888 0 38,885 28,100 9,788
40  (304) Tools, Shop & Garage 1,840,588 173,498 2,114,064 608,237 1,417,827
41 (385) CNG Equipment 0 0 0 0 0
42 {398) Major Work Equipment 233,874 88,005 208,679 245,809 52,870
43 (397) Communication Equipment 922,308 0 922,308 257,078 665,227
44  (398) Miscellanecus General Plant 4,210 0 4210 3,508 704
45 Total General Plamt $0,808,405 $1,765,293 $11,663,808 $4,132,758 $7,630,839
46 Total $09,544,818 $7,718,583 $107,261,402 $33,831,752 $73,620,650
$107,281,402 373,820,650
Final Order
Attachment A
(Exhibit B)
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TEXAS GAS SERVICE COMPANY

RIO GRANDE VALLEY-SERVICE AREA
TWELVE MONTHS ENDED DECEMBER 31, 2012

ANNUAL
ANNUAL DEPRECIATION

LINE DEPRECIATION RATES -
NO. DESCRIPTION RATES - DIRECT DIVISION
INTANGIBLE PLANT
1 (301) Organization 0.0000%
2  (302) Franchisea & Consents 0.0000%
3 (303) Mise, Intangible 0.0000%
4 Total intangible Plant
GATHERING AND TRANSMISSION PLANT
5 (325)Land & Land Righls 0.0000%
8 (327) Field Compras Station Strucutres §.0000%
7  (328) Fieil Meas/Reg Station Structures 5,0000%
8 (320) Other Structures 5.0000%
9 (332) Fieid Lines 5.0000%
40 {333) Fleki Compressor Siation Equip 5,0000%
41 (334) Fleld Meas/Reg Station Equipment 5.0000%
12 (336) Purification Equip 5,0000%
13  (337) Other Equip 5.0000%
14 (385)Land & Land Rights 0.0000%
15 (368) Meas/Reg Station Structures 2.9800%
16 (387) Mains 1.8600%
17 (368) Compressor Station Equip 2.5200%
18 (369) Measure/Reg. Station Equipment 2.4600%
19 (371) Other Equipment 2.2900%
20 Tolal Gathering and Transmission Plant
DISTRIBUTION PLANT
21 (374)Land & Land Rights 0.0000%
22 (375.1) Structures & improvements 2,5800%
23 (375.2) Other System Structures 2.1600%
24 (378) Mains 1.4800%
25 (377) Compressor Station Equipment 0.0000%
28 (378) Meas. & Reg. Station - General 1.4500%
27 (379) Meas, & Reg. Station- CG. 1.4800%
28 (380) Services 1.5800%
29 (381) Meters 0.7300%
30 (382) Meter Instaliations 3.4700%
31 (383) House Regulators -0.6500%
32 (386) Indust, Meas. & Reg, Stat, Equipment 1.5400%
33 (386) Other Property on Customer Premises 1.0800%
34 (387) Meas, & Req. Stat, Equipment -19.8700%
35 Total Distribution Plant
GENERAL PLANT
36 (389)Land& Land Rights 0.0000%
37 (390) Structures & Improvements 1.9500%
38 (391.4) Offics Fumiture & Equipment 8.6887% 6.8600%
39 (391.9) Computers & Electronic Equipment 14.2860% 4.0800%
40 (392) Transportation Equipment 0.0000%
41 (393) Stores Equipment 8.8887% =
42 (394) Tools, Shop & Garage 8.8887% 8.8700%
43 (395) CNG Equipment 0.0000%
44 (398) Major Work Equipment 0.0000%
45 (397) Communication Equipment 6.8687% 8.8600%
46 (398) Miscellaneous General Plant 6.6867% 8.8700%
47 Total General Plant
Final Order
Attachment A
(Exhibit B)
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GUD NO. 10285
STATEMENT OF INTENT OF § BEFORE THE
TEXAS GAS SERVICE COMPANY 8
TO INCREASE GAS UTILITY RATES § RAILROAD COMMISSION
WITHIN THE UNINCORPORATED §
AREAS OF THE RIO GRANDE 8 OF TEXAS
VALLEY SERVICE AREA 8

MMM
Before me, the undersigned authority, on this date personally appeared Michael Dane

McKaughan, Jr., known to me to be the person whose name is subscribed below, and being by
me first duly sworn, stated upon oath as follows:

“My name is Michael Dane McKaughan, Jr. 1am a partner in the Austin, Texas law firm
of Parsley Coffin Renner LLP, and have practiced law in Travis County since 1998. 1 have
extensive experience representing and defending clients before the Railroad Commission of
Texas and Public Utility Commission of Texas. I am over 18 years of age, of sound mind, and

fully competent to make this affidavit. Each statement of fact herein is true and of my own
personal knowledge.

I am counsel of record for Texas Gas Service Company, a-division of ONEOK, Inc.
(“Texas Gas” or the “Company”) in Gas Utilities Docket No. 10283, Attached as Exhibit 1 to
this Affidavit are legal invoices documenti the amount of rate case expenses jncurred by Texas
Gas in this docket through August 31, 2013, which amount is $167,533.17. This amount
includes legal expenses incurred preparing the filing, reviewing witness testimony, discovery,
hearing attendance, settlement negotiations, and other litigation at the Commission. I have
reviewed the billings of Parsley Coffin Renner LLP submitted to Texas Gas for legal services

performed in GUD No. 10285 through August 31, 2013, and 1 affirm that those billings

acourately reflect the time spent and expenditures incurred by Parsley Coffin Renner LLP on
Texas Gas’ behalf, . :

The attorneys billing on the file have hourly rates of between $350 and $500, with the
majority of the time billed by myself. My hourly billing rate is $380, which is within the range
deemed reasonable in prior rate cases for lawyers having similar experience providing similar
services. The hours spent to perform the tasks essigned to Parsley Coffin Renner LLP were
necessary to complete those tasks in a professional manner on a timely basis. The nature of the
work performed is typical of & contested rate proceeding such as this, This is the first full cost of
service proceeding for the Rio Grande Valley environs since 2007. Given the small number of
customers impacted by the new rates and the rate case expenses, efforts were taken to minimize
costs. However, Texas Gas must follow the same required

procedures and meet the same burden
of proof regardless of the number of customers impacted. Notably, the filing of this case was
required by TEX. UTIL. CODE § 104.301, and pursuant to that statute the Company was required
to put forward a full cost of service case in addition to reconciling incremental capital investment
from prior Interim Rate Adjustment filings.

Thus, the transaction costs associated with this
docket were legally necessary and largely unavoidable.

1
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In addition to legal expenses, Texas Gas incurred expenses to hire outside experts to aid
in preparing its case. Specifically, Dr. Bruce Fairchild performed a cost of capital analysis and
prepared direct testimony. Ms. Janet Simpson worked closely with the Company in developing
its cost of service, sponsored the majority of the cost of service schedules, and prepared direct
testimony on sccounting issues. Dr. Fairchild and Ms. Simpson’s expenses are $7,175.00 and
$43,230.00, respectively. Consulting invoices documenting these amounts are also included in
Exhibit 1. In my experience, these expenses fall well within the range of reasonableness for
experienced experts performing similar tasks and providing similar work product. The total
amount of outside consultant fees is $50,405.00.

In addition to the amounts incurred through August 31, 2013, Texas Gas will incur
additional legal expenses to complete the case. Work performed for completion of the case
includes preparing and finalizing settlement documents, presentation of gettlement to Examiners,
potential discovery and briefing before the , and attending Commission conferences.
Based on my experience in administrative proceedings, including proceedings in which the
parties seek approval of a Unanimous Settlement Agreement as in this case, 1 estimate that legal
expenses from September 1, 2013 through completion of the case will be approximately $10,000.
Texas Gas requests that the Commission authorize recovery of a total amount of legal and
consulting expense related to this docket of $227,938.17. Texas Gas will supplement this filing
with additional invoices as they are processed, Texas Gas seeks recovery only of those expenses
that are actually incurred, and any rate case expense surcherge will collect from ratepayers only
the amount actually incurred and authorized by the Commission. This legal expense estimate
presumes adoption by the Commission of the Settlement Agreement and no appeal of the
Commission order. To the extent the Commission does not adopt the Settlement Agreement and
the docket must be. litigated through hearing and briefing and/or appealed to Travis County
District Court, I estimate that Texas Gas will incur approximately $75,000-$100,000 in

additional legal expenses. Texas Gas reserves the right to revise this estimate to the extent that
additional litigation becomes necessary.

In addition to legal and consultant expenses, Texas Gas incurred other rate case expenses,
which include expenses regarding blic notice. Texas Gas provided notice by direct mail as
required by GURA § 104.103(b)(1), as explained in the affidavit of Ms. Janet Buchanan. Costs
incurred to direct mail the notice equaled $1,762.55 and an invoice documenting this amount is
inoluded in Exhibit 1. The provision of public notice is required by statute and the Company
reasonably controlled costs by providing direct mail rather than publishing the notice in local

apers. Thus, the total amount of rate case expenses incurred through August 31, 2013,
inclusive of legal and consultant fees is $219,700.72, The total actual and estimated rate case
expenses through completion of the case, inclusive of legal and consultant fees, is $229,700.72,
which is reflected in the Unanimous Settlement Agreement. Again, this presumes approval of
the Unanimous Settlement Agreement and no appeal by a party of the Commission decision, and
this amount may need to be revised if additional litigation is required. It is my opinion that this
amount is reasonsble and meets the standard for recovery se i ission Bule-7
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eptember, 2013.

o
SWORN AND SUBSCRIBED before me on this 23" dayof
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GUD 10285 - TGS RGVSA Rates Current & proposed (R&C)
lncogomed Environs
Resldentlal Current Current Proposed Settlement
Customer Charge S 11.25 $ 1208 $ 12.08 $ 12.08
Al Ccf $ 0.4712 $ 0.1635 $ 02303 $ 0.1784
IMcf $ 4712 $ 1.635_$ 2303 S5 1.784 |
commerclal
Customer Charge $ 31.25 $ 4167 §$ 4167 $ 41.67
Al Ccf $ 0.3442 $ 0.1450 $ 0.1960 $ 0.1796
[mict $ 3.442 $ 1,450 $ 1960 $ 1.796 |
Rasldential Consumption Corngarlsoﬁ
Cost of Gas/Mcf {COG) $ 2.8530
Environs:
L Base Rates COG Included i
Usage {Mcf) Current Proposed Settlement Current Proposed Settlement
1 $ 1372 $ 1438 $ 13.86 | $ 16.57 $ 17.24 § 16.72
. 14" ~1s 1437 § 1530 $ 1458 | $ 1836 $ 1930 $ 18.57
2 S 1535 $ 1669 $ 15.65($ 21.06 $ 2239 § 21.35
3 $ 1699 $ 1899 $ 1743 | $ 2554 $ 2755 § 25.99
4 $ 1862 $ 2129 $ 192219 30.03 $ 3270 $ 30.63
5 $ 2026 S 23.60 $ 21005 3452 $ 3786 $ 35.27
6 $ 2189 § 2590 $ 2278195 39.00 $ 4302 § 39.90
7 $ 2353 $ 2820 $ 245715 4350 $ 4817 § 44.54
8 $ 25.16 $ 3050 $ 263515 4798 $ 5333 § 49,18
9 $ 26.80 $ 3281 $ 283418 5247 S 5848 § 53.81
incorporated:
Usage {Mcf) Current Current - COG included
1 $ 15.96 $ 18.82
[ 14 i 17.85 $ 21.84
2 $ 20.67 $ 26.38
3 $ 25.39 $ 33,95
4 $ 30.10 S 41,51
5 $ 34,81 $ 49,08
6 $ 39.52 $ 56.64
7 $ 44.24 $ 64.21
8 $ 48.95 $ 71.77
9 S 53.66 $ 79.34

s tamcd l;hnﬁﬁod by TGS as avenge level of Residential cansumption.
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TEXAS GAS SERVICE COMPANY

Rio Grande Valley Service Area RATE SCHEDULE 17,

RESIDENTIAL SERVICE RATE
APPLICABILITY

Applicable to a residential customer in a single dwelling, orina dwelling unit of a multiple dwelling or
residential apartment, or nursing homes, for domestic purposes.

TERRITORY

All customers in the unincorporated areas served by the Company in its Rio Grande Valley Service Area.

COST OF SERVICE RATE

During each monthly billing period:

A Customer Charge per meter per month of $12.08 plus -

Interim Rate Adjustments (IRA) $ per month (Footnote 1)
Total Customer Charge $12.08 per month

All Ccf per monthly billing period @ $0.1784 per Ccf

OTHER ADJUSTMENTS

In addition to the Cost of Service set forth above, each customer's bill shall include the following adjustments:

Cost of Gas Component: The basic rates for cost of service set forth above shall be increased by the

amount of the Cost of Gas Component for the billing month computed in accordance with the
provisions of Rate Schedule 1-ENV.

Weather Normalization Adjustment: The billing shall reflect adjustments in accordance with the
provisions of the Weather Normalization Adjustment Clause, Rate Schedule WNA.

Taxes: Plus applicable taxes and fees related to above.

CONDITIONS
Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

Footnote:

Supersedes Same Sheet Dated

Meters Read On and After
July 15. 2009

Final Order - Attachment B



TEXAS GAS SERVICE COMPANY

Rio Grande Valley Service Area RATE SCHEDULE 2Z

COMMERCIAL SERVICE RATE

APPLICABILITY

Applicable to commercial consumers
any other rate schedule.

and to consumers not otherwise specifically provided for under

TERRITORY
All customers in the unincorporated areas served by the Company in its Rio Grande Valley Service Area.
COST OF SERVICE RATE
During each monthly billing period:
A Customer Charge per meter per month of $41.67 plus (For Commercial Service)

Interim Rate Adjustments (IRA) $ per month (Footnote 1)
Total Customer Charge $41.67 per month
A Customer Charge per meter per month of $29.17 plus (For Church Service)
Interim Rate Adjustments (IRA) $ per month (Footnote 2)
Total Customer Charge $29.17 per month

All Ccf per monthly billing period @ $ 0.1769 per Ccf

OTHER ADJUSTMENTS

In addition to the Cost of Service set forth above, each customer's bill shall include the following adjustments:
Cost of Gas Component: The basic rates for cost of service set forth above shall be increased by

the amount of the Cost of Gas Component for the billing month computed in accordance with the
provisions of Rate Schedule 1-ENV.

Weather Normalization Adjustment: The billing shall reflect adjustments in accordance with the
provisions of the Weather Normalization Adjustment Clause, Rate Schedule WNA,

Taxes; Plus applicable taxes and fees related to above.

CONDITIONS

1.  Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. Delivery of Gas hereunder may be interrupted or curtailed at the discretion of the Company, in
case of shortage or threatened shortage of gas supply from any cause whatsoever, to conserve
gas for residences, hospitals, schools, churches, and other human needs customers as prioritized
in the Company’s approved Curtailment Program.

Footnote 1

Footnote 2

Supersedes Same Sheet Dated

Meters Read On and After
July 15, 2009

Final Order - Attachment B



TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE 3Z

INDUSTRIAL SERVICE RATE

APPLICABILITY

Service under this rate schedule is available to any customer whose primary business activity at the

location served is included in one of the following classifications of the Standard Industrial
Classification Manual of the U.S. Government.

Division B - Mining - all Major Groups
Division D - Manufacturing - all Major Groups

Divisions E and J - Utility and Government - facilities generating power for resale only

TERRITORY
All customers in the unincorporated areas served by the Company in its Rio Grande Valley Service Area.

COST OF SERVICE RATE
During each monthly billing period:

A Customer Charge per meter per month of $74.02 plus -

Interim Rate Adjustments (IRA) $ per month (Footnote 1)
Total Customer Charge $74.02 per month
All Ccf per monthly billing period @ $0.1648 per Ccf
OTHER ADJUSTMENTS

In addition to the Cost of Service set forth above, each customer's bill shall include the following adjustments:
Cost of Gas Component: The basic rates for cost of service set forth above shall be increased by

the amount of the Cost of Gas Component for the billing month computed in accordance with
the provisions of Rate Schedule 1-ENV,

Taxes: Plus applicable taxes and fees related to above.
CONDITIONS
1. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.
2. Delivery of gas hereunder may be interrupted or curtailed at the discretion of the Company, in
case of shortage or threatened shortage of gas supply from any cause whatsoever, to conserve

gas for residences, hospitals, schools, churches, and other human needs customers as prioritized
in the Company’s approved Curtailment Program.

Footnote 1:

Supersedes Same Sheet Dated

Meters Read On and After
July 15, 2009

Final Order - Attachment B



TEXAS GAS SERVICE COMPANY

Rio Grande Valley Service Area RATE SCHEDULE 4Z

PUBLIC AUTHORITY SERVICE RATE

APPLICABILITY
Applicable to all public and parochial schools and colleges, and to all facilities operated by
Governmental agencies not specifically provided for in other rate schedules or special contracts.

TERRITORY
All customers in the unincorporate

d areas served by the Company in its Rio Grande Valley Service Area.

COST OF SERVICE RATE
During each monthly billing period:

A Customer Charge per meter per month of $45.51 plus -

Interim Rate Adjustments (IRA) $ per month (Footnote 1)
Total Customer Charge $45.51 per month
All Ccf per monthly billing period @ $0.1869 per Ccf
OTHER ADJUSTMENTS

In addition to the Cost of Service set forth above, each customer’s bill shall include the following adjustments:
Cost of Gas Component: The basic rates for cost of service set forth above shall be increased by

the amount of the Cost of Gas Component for the billing month computed in accordance with the
provisions of Rate Schedule 1-ENV.

Weather Normalization Adjustment: The billing shall reflect adjustments in accordance with the
provisions of the Weather Normalization Adjustment Clause, Rate Schedule WNA.

Taxes: Plus applicable taxes and fees related to above.

CONDITIONS

. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. Delivery of gas hereunder may be interrupted or curtailed at the discretion of the Company, in
case of shortage or threatened shortage of gas supply from any cause whatsoever, to conserve gas
for residences, hospitals, schools, churches, and other human needs customers as prioritized in the
Company's approved Curtailment Program.

Footnote 1:

Supersedes Same Sheet Dated

Meters Read On and After
July 15, 2009

Final Order - Attachment B



TEXAS GAS SERVICE COMPANY RATE SCHEDULE T-1
Rio Grande Valley Service Area Page 1 of 3

TRANSPORTATION SERVICE RATE

APPLICABILITY

Service under this rate schedule is available to any customer of Texas Gas Service Company
(“Company”) and to Qualified Suppliers or Producers supplying natural gas to be transported,
pursuant to Rate Schedule T-GTC (General Terms and Conditions) for the transportation of
customer owned natural gas through the Company’s Rio Grande Valley distribution system for
use by customers within the Company’s Rio Grande Valley’s Service Area or delivered to
connecting pipelines. The customer must arrange with its gas supplier to have the customer’s
gas delivered to one of the Company’s existing receipt points for transportation by the Company
1o the customer’s facilities at the customer’s delivery point. The receipt points shall be specified
by the Company at its reasonable discretion, taking into consideration available capacity,
operational constraints, and integrity of the distribution system.

Prior to the execution of a Gas Transportation Service Agreement, customer must represent and
certify that its usage shall average five hundred (500) Mcf of gas per month or six thousand
(6,000) Mcf annually. The Company shall have the right at all reasonable times, upon prior
notice to Customer, to enter onto Customer’s premises and inspect Customer’s facilities and
operations to verify such capability. Customer must agree to notify the Company within a
reasonable time if there is any change in Customer’s usage. Should Customer’s usage capability
average less than five hundred (500) Mcf per month or six thousand (6,000) Mcf annually,
Customer must so notify the Company and the Company may discontinue service hereunder
except as provided in the Gas Transportation Service Agreement.

AVAILABILITY

Natural gas service under this rate schedule is available to any qualified individually metered,
transport customer for the transportation of customer owned natural gas through the Company’s
Rio Grande Valley distribution system. Such service shall be provided at any point on the
Company's System where adequate capacity and gas supply exists, or where such capacity and
gas supply can be provided in accordance with the applicable rules and regulations and at a
reasonable cost as determined by the Company in its sole opinion.

Electronic flow measurement (EFM) may be required for Customers under this tariff at the
Company’s sole discretion. The customer may be required to reimburse the Company for any
cost related to the installation of the EFM as well as provide for or reimburse the Company for
any on- going maintenance, repair, or communications costs. In the alternative, Customer may

elect to discontinue service under this tariff and to receive service under the applicable sales
tariff.

Supercedes Same Rate Sheet Dated Meters Read On and After
April 30, 2007 (Unincorporated)
Final Order
Attachment B



TEXAS GAS SERVICE COMPANY - RATE SCHEDULE T-1
Rio Grande Valley Service Area Page 2 of 3

‘Service is not available under this rate schedule for resale to others or for Service for a term less
* than twelve (12) months.

Under this tariff the Company shall perform or cause to be performed all functions necessary to
transport the gas commodity from the Point of Receipt to the end use Customer. The Customer is
responsible for acquiring the gas commodity from a third party supplier. Such gas supply must

be delivered to the pipeline providing upstream services for the system from which the Customer
is served.

Customer shall deliver to Company each month, as reimbursement for lost and unaccounted for
gas in the form of Payment in Kind (PIK), a volume of gas equal to the Purchase/Sales ratio
authorized to be collected in the Cost of Gas clause times the volume of gas delivered by the
Company for the account of Customer for transportation.

TERRITORY

All areas served by the Company in its Rio Grande Valley Service Area.
RATE

This rate shall be the sum of Part A, Part B, and Part C as described below:

Part A: A customer charge of $127.82 per meter per month plus

Interim Rate Adjustment (IRA) $ (Footnote 1)
Total Customer Charge $127.82

Part B: All volumes of natural gas transported during each month in accordance with this
schedule shall be billed at the following Ccf charge:

All Cef @ $0. 1301 per Cof

Part C: “Additional Charges to Cost of Service Rate” pursuant to Rate Schedule T-GTC
(General Terms and Conditions for Transportation).

ADDITIONAL CHARGES

1) A charge will be made each month to recover the cost of gross receipts taxes paid to the State
of Texas pursuant to the provision of TEXAS UTILITIES CODE, Chapter 122 as such may be
amended from time to time which are attributable to the transportation service performed
hereunder.

Footnote 1:
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2) A charge will be made each month to recover any franchise fees, street rental fees, or other
similar privilege fees attributable to the Company’s services under this tariff and payable to any
municipality wherein the customer receives gas delivered hereunder.

3) In the event the Company incurs a demand or reservation charge from its gas supplier(s) or
transportation providers in the Rio Grande Valley Service Area, the customer may be charged its

proportionate share of the demand or reservation charge based on benefit received by the
customer.

4) Additional charges may be made at the Company’s sole discretion for compression, treating,

or similar services if the customer or qualified supplier is shipping excess gas off the distribution
system.

SPECIAL PROVISIONS Tariff
General Terms and Conditions for Transportation T-GTC
OTHER CONDITIONS

Transportation of Customer owned natural gas hereunder is subject in all respects to the
Transportation Agreement entered into between the Customer and Company prior to
commencement of service and all amendments and modifications thereto.

Transportation of natural gas hereunder may be interrupted or curtailed at the discretion of the
Company in case of shortage or threatened shortage of gas supply from any cause whatsoever, to
conserve gas for residential and other higher priority customers served. The curtailment priority
of any customer served under this schedule shall be the same as the curtailment priority

established for other customers served pursuant to the Company’s rate schedule which would
otherwise be available to such customer.

PAYMENT

Bills are to be paid within 15 days after the date of Company’s bill to Customer.
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TRANSPORTATION SERVICE RATE

APPLICABILITY

Service under this rate schedule is available to any customer of Texas Gas Service Company
(“Company™) and to Qualified Suppliers or Producers supplying natural gas to be transported,
pursuant to Rate Schedule T- GTC (General Terms and Conditions) for the transportation of
customer owned natural gas through the Company’s Rio Grande Valley distribution system for
use by customers within the Company’s Rio Grande Valley’s Service Area or delivered to
connecting pipelines. This rate schedule requires a one year commitment for transportation
service. The customer must arrange with its gas supplier to have the customer’s gas delivered to
one of the Company’s existing receipt points for transportation by the Company to the
customer’s facilities at the customer’s delivery point. The receipt points shall be specified by the

Company at its reasonable discretion, taking into consideration available capacity, operational
constraints, and integrity of the distribution system.

AVAILABILITY

Natural gas service under this rate schedule is available to any qualified individually metered,
transport customer for the transportation of customer owned natural gas through the Company’s
Rio Grande Valley distribution system. Such service shall be provided at any point on the
Company's System where adequate capacity and gas supply exists, or where such capacity and
gas supply can be provided in accordance with the applicable rules and regulations and at a
reasonable cost as determined by the Company in its sole opinion.

Electronic flow measurement (EFM) may be required for Customers under this tariff at the
Company’s sole discretion. The customer may be required to reimburse the Company for any
cost related to the installation of the EFM as well as provide for or reimburse the Company for
any on- going maintenance, repair, or communications costs. In the alternative, Customer may

elect to discontinue service under this tariff and to receive service under the applicable sales
tariff.

Service is not available under this rate schedule for resale to others or for service for a term less
than twelve (12) months.

Under this tariff the Company shall perform or cause to be performed all functions necessary to
transport the gas commodity from the Point of Receipt to the end use Customer. The Customer is
responsible for acquiring the gas commodity from a third party supplier. Such gas supply must

be delivered to the pipeline providing upstream services for the system from which the Customer
is served.
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Customer shall deliver to Company each month, as reimbursement for lost and unaccounted for
gas in the form of Payment in Kind (PIK), a volume of gas equal to the Purchase/Sales ratio
authorized to be collected in the Cost of Gas clause times the volume of gas delivered by the
Company for the account of Customer for transportation.

TERRITORY
All areas served by the Company in its Rio Grande Valley Service Area.
RATE “

This rate shall be the sum of Part A, Part B, and Part C as described below:

Part A: A customer charge of $327.82 per meter per month plus
Interim Rate Adjustment (IRA) $ (Footnote 1)
Total Customer Charge $327.82

Part B: All volumes of natural gas transported during each month in accordance with this
schedule shall be billed at the following Ccf charge:

All Cef @ $0.0548 per Ccf

Part C: “Additional Charges to Cost of Service Rate” pursuant to Rate Schedule T-GTC
(General Terms and Conditions for Transportation).

Minimum Monthly Bill of $1,500 (from the sum of Part A and Part B)

ADDITIONAL CHARGES

1) A charge will be made each month to recover the cost of gross receipts taxes paid to the State
of Texas pursuant to the provision of TEXAS UTILITIES CODE, Chapter 122 as such may be

amended from time to time which are attributable to the transportation service performed
hereunder.

2) A charge will be made each month to recover any franchise fees, street rental fees, or other
similar privilege fees attributable to the Company’s services under this tariff and payable to any
municipality wherein the customer receives gas delivered hereunder.

3) In the event the Company incurs a demand or reservation charge from its gas supplier(s) or
transportation providers in the Rio Grande Valley Service Area, the customer may be charged its
proportionate share of the demand or reservation charge based on benefit received by the
customer.

Footnote 1:
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4) Additional charges may be made at the Company’s sole discretion for compression, treating,

or similar services if the customer or qualified supplier is shipping excess gas off the distribution

system.

SPECIAL PROVISIONS Tariff
General Terms and Conditions for Transportation T-GTC
OTHER CONDITIONS

e e e—————

Transportation of Customer owned natural gas hereunder is subject in all respects to the

Transportation Agreement entered into between the Customer and Company prior to
commencement of service and all amendments and modifications thereto.

Transportation of natural gas hereunder may be interrupted or curtailed at the discretion of the

Company in case of shortage or threatened shortage of gas supply from any cause whatsoever, to
conserve gas for residential and other higher priority customers served. The curtailment priority
of any customer served under this schedule shall be the same as the curtailment priority

established for other customers served pursuant to the Company’s rate schedule which ‘would
otherwise be available to such customer.

PAYMENT

Bills are to be paid within 15 days after the date of Company’s bill to Customer.

Supercedes Same Rate Sheet Dated Meters Read On and After
~ April 30, 2007 (Unincorporated)
Final Order

Attachment B



TEXAS GAS SERVICE COMPANY RATE SCHEDULE NO. 1-ENV

Rio Grande Valley Service Area

_Pagelofd

A,

B.

COST OF GAS CLAUSE
APPLICABILITY

This Cost of Gas Clause shall apply to all general service rate schedules of Texas Gas Service
Company ("The Company") in its unincorporated areas in the Rio Grande Valley Service Arca.

DEFINITIONS

1. Cost of Gas - The rate per billing unit or the total calculation under this clause, consisting of
the commodity cost, a reconciliation component and related fees and taxes, if applicable and
other purchased gas expenses. The rate shall be calculated according to the following
formula:

Monthly Cost of Gas Rate = ((2) * (5)) plus or minus (3) plus any fees or taxes.

2. Cost of Purchased Gas - The estimated cost for gas purchased by the Company from its
suppliers or the estimated weighted average cost for gas purchased by the Company from all
sources where applicable. Such cost shall include not only the purchase cost of natural gas,
but shall also include all reasonable fees for services such as gathering, treating, processing,
transportation, capacity and/or supply reservation fees, storage, balancing, and swing
services necessary for the movement of gas to the Company's citygate delivery points, The
Cost of Purchased Gas shall also include any surcharge or refund the Company may incur
from its gas suppliers or service providers and adjustment for any known and quantifiable
under or over collection prior to the end of the reconciliation period. The Cost of Purchased
Gas shall also include the value of gas withdrawn from storage and shall include gains or
losses from the utilization of natural gas financial instruments which are executed by the
Company in an effort to mitigate price volatility. ;

3. Reconciliation Component - The amount to be returned to or recovered from customers each
month from December through August as a result of the Reconciliation Audit.

4. Reconciliation Audit - An annual review of the Company's books and records for each
‘twelve month period ending with the production month of August to determine the amount
of over or under collection occurring during such twelve month period. The audit shall
determine: (a) the total amount paid for gas purchased by the Company (per Section B(2)
above) to provide service to its general service customers during the period, (b) the revenues
received from operation of the provisions of this cost of gas clause (c) the total amount of
refunds made to customers during the period and any other revenues or credits received by
the Company as a result of relevant gas purchases or operation of this Cost of Gas Clause,
and (d) the total amount accrued during the period for imbalances under the transportation
rate schedule(s) net of fees and applicable taxes, (¢) the total amount of Uncollectible Cost
of Gas during the period, and (f) an adjustment, if necessary, to exclude lost and
unaccounted for gas during the period in excess of five (5) percent of purchases.
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COST OF GAS CLAUSE
(Continued) .

5. Purchase/Sales Ratio - A ratio determined by dividing the total volumes received into the
distribution system during the twelve (12) month period ending June 30 by the sum of the
volumes delivered off the distribution system during the same period. For the purpose of this
computation all volumes shall be stated at 14.65 psia. Such ratio as determined shall in no

event exceed 1.0526 i.e. 1/(1 - .05) unless expressly authorized by the applicable regulatory
authority.

Reconciliation Account - The account maintained by the Company to assure that over time it
will neither over nor under collect revenues as a result of the operation of the cost of gas
clause. Entries shall be made monthly to reflect, (a) the total amounts paid to the Company's
supplier(s) for gas applicable to general service customers as recorded on the Company's
books and records, (b) the revenues produced by the operation of this cost of gas clause, and
(c) refunds, payments, or charges provided for herein or as approved by the regulatory
authority, (d) the total amount accrued during the period for imbalances under the
transportation rate schedule(s) net of applicable fees and taxes, (¢) the total amount of
Uncollectible Cost of Gas during the period, and (f) an adjustment, if necessary, for lost and
unaccounted for gas during the period in excess of five (5) percent of purchases.

Uncollectible Cost of Gas-The amounts actually written off after the effective date of this rate
schedule related to cost of gas will be tracked along with any subsequent recovery/credits
related to the cost of gas clause. Annually the charge offs minus recoveries will be included in
the annual reconciliation and factored into the resulting reconciliation compononent.

C. COSTOF GAS

In addition to the cost of service as provided under its general service rate schedules, the Company

shall bill each general service customer for the Cost of Gas incurred during the billing period. The
Cost of Gas shall be clearly identified on each customer bill. '

D. DETERMINATION AND APPLICATION OF THE RECONCILIATION COMPONENT

If the Reconciliation Audit reflects either an over recovery or under recovery of revenues, such
amount, if any, shall be divided by the general service sales volumes, adjusted for the effects of
weather, growth, and conservation for the period beginning with the December billing cycle last
preceding through the August billing cycle. The Reconciliation Component so determined to collect
any revenue shortfall or to return any excess revenue shall be applied for a nine (9) month period
beginning with the next following December billing cycle and continuing through the next following

August billing cycle at which time it will terminate until a new Reconciliation Component is
determined. The reconciliation factor shall be calculated as below:
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COST OF GAS CLAUSE
(Continued)

(B +/- )/ S = Reconcilation Factor

B = Result of Annual Reconciliation Audit Balance (Section B.4)
I =Interest on Funds (Section E)

S= Sales volumes adjusted for weather and growth for recent period December through August

E. INTEREST ON FUNDS

Concurrently with the Reconciliation Audit, the Company shall determine the amount by which the
Cost of Gas was over or under collected for each month within the period of audit. The Company
shall debit or credit to the Reconciliation Account for each month of the reconciliation period: (1)
an amount equal to the outstanding over collected balance multiplied by interest of 6% per annum

compounded monthly; or, (2) an amount equal to the outstanding under collected balance multiplied
by interest of 6% per annum compounded monthly.

F. SALE OF EXCESS GAS SUPPLY

For the purposes of this section, “Excess Gas Sales” shall mean the gas sold by the Company in
excess of the gas utilized to provide natural gas sales pursuant to this Rate Schedule, “Excess Gas
Sales Margin” shall mean the annual difference for the twelve month period ending July 31 between
the revenues received from Excess Gas Sales and the cost of the Excess Gas purchased, plus any cost
related to the delivery or processing of the gas to the custody transfer point of sale beyond the RGV
distribution system. Annually, the Company shall reimburse the Cities served under this Rate
Schedule up to a total of $5,000 for the cost of reviewing the calculation of profits and losses
attributable to Excess Gas Sales. This $5,000 shall be deducted from the annual Excess Gas Sales
Margin prior to the allocation between the Company and ratepayers. For any one-year period (August
1-July 31), the Company shall record the first $235,543 in Excess Gas Sales Margin to the
Reconciliation Account. The $235,543 reimburses the rate payers for all costs associated with
transporting excess gas across the RGV distribution system. Any Excess Gas Sales Margin
exceeding $240,543 shall be allocated between the Company and ratepayers at the conclusion of the
one-year period, with 65% going to the Company without further obligation to refund or credit, in
any form, such revenue to its customers and 35% credited to customers. The Excess Gas Sales
Margin allocated to ratepayers shall be credited to ratepayers through an adjustment of the
Reconciliation Account as determined in the Annual Reconciliation filing. The Company shall be

fully responsible for any aggregate annual net losses incurred from Excess Gas Sales and no such
annual losses shall be paid by the ratepayers.
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G.

COST OF GAS CLAUSE
(Continued)

COST OF GAS STATEMENT

LCUOL UL A a4 0 e ===

The Company shall file a Cost of Gas Statement with the Regulatory Authority by the beginning of
each billing month.

The Cost of Gas Statement shall set forth (a) the estimated Cost of Purchased Gas; (b) that cost
multiplied by the Purchase/ Sales Ratio; (c) the Reconciliation Component; (d) surcharge or refunds
and (e) any fees or taxes. The statement shall include all data necessary for the Regulatory
Authority to review and verify the calculations of the Cost of Gas. The date on which billing using
the Cost of Gas is to begin (bills prepared) is to be specified in the statement.

ANNUAL RECONCILIATION REPORT

ANNUAL RECUINLALA0 21028 s s

The Company shall file an annual report with the Regulatory Authority which shall include but not
necessarily be limited to:

1. A tabulation of volumes of gas purchased and costs incurred by month for the twelve months
ending August 31.

2. A tabulation of gas units sold to general service customers and related Cost of Gas clause
revenues,

3. A summary of all other costs and refunds made during the year and the status of the operations
of the Cost of Gas Clause to date.

4. A description of the imbalance payments made to and received from the Company’s
transportation customers within the service area, including monthly imbalances incurred, the
monthly imbalances resolved, and the amount of the cumulative imbalance. The description
should reflect the system imbalance and imbalance amount for each supplier using the
Company’s distribution system during the reconciliation period.

5. A calculation of the net margin on sales of excess gas for the reconciliation period, and the
amount allocated to customers.

6. A summary of all gains and losses due to the use of financial instruments during the
reconciliation period.

7. A description of Uncollectible Cost of Gas during the period and the effect on the Cost of Gas
Clause.

This report shall be filed concurrently with the Cost of Gas Statement for December.
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GENERAL TERMS AND CONDITIONS
FOR TRANSPORTATION

Rate schedule T-GTC general charges, provisions and conditions applicable to: Transportation
Rate Schedules T-1 and T-2 in the areas served by the Company in its Rio Grande Valley Texas

Service Area.

ARTICLE 1
DEFINITIONS

1.1  "Affiliate" shall mean any person, entity, or business section, or division that directly or
through one or more intermediaries’ controls, is controlled by, or is under commeon control
with the entity in question.

W28 "Agreement” shall mean the agreement to which the General Terms and Conditions for
Transportation apply.

1.3  "Btu" shall mean British thermal unit(s) and shall be computed on a temperature base of
sixty degrees (60°) Fahrenheit and a pressure base of fourteen and sixty-five hundredths
(14.65) psia and on a gross-real-dry basis and shall not be corrected for real water vapor as
obtained by means commonly acceptable to the industry, and "MMBtu" shall mean one
million (1,000,000) Btu.

1.4 "Commission" shall mean the Railroad Commission of Texas.

1.5 "Company" shall mean Texas Gas Service, a division of ONEOK, Inc., when it is acting as
Company on the Pipeline System.

1.6 “Cumulative Tolerance Limit” shall mean five percent (5%) of aggregate historical annual
deliveries of a Qualified Supplier’s pool of customers for the most recent year ended on
June 30. The Company, at its sole discretion, may make adjustments to the Cumulative
Tolerance Limit to reflect changes to the pool of customers and other known changes to
anticipated deliveries that the Company determines to be reasonably reliable and accurate.

1.7  "Customer” shall mean a consumer which subscribes to natural gas services provided by
Texas Gas Service.

1.8  “Dekatherm” (Dth) shall mean 1,000,000 Btu’s (1 MMBtu). This unit will be on a dry

basis.

1.9  "Day" shall mean the 24-hour period commencing at 9:00 a.m. (central clock time) on one
calendar day and ending at 9:00 a.m. (central clock time) the following calendar day.

1.10 “Dry” shall mean the heating value calculation being determined with no water vapor

present,
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1.11

1.12

1.13

1.14

1.15

1.16

1.17

1.18

1.19

1.20

_Page20f1)

Effective Date" shall mean the date specified in the Agreement.

"Gas" or "natural gas" shall mean the effluent vapor stream in its natural, gaseous state,
including gas-well gas, casing head gas, residue gas resulting from processing both casing

head gas and gas-well gas, and all other hydrocarbon and non-hydrocarbon components
thereof.

"Gas Transportation Order” shall mean a completed Exhibit A relating to the applicable gas
transportation service Agreement.

“Gross Heating Value” or “Gross” shall mean the amount of energy transferred as heat per

mass or mole from the complete combustion of the gas with oxygen (from air), at a base
temperature in which all water formed by the reaction condenses to liquid.

"Mcf" shall mean one thousand (1,000) cubic feet of Gas.

"Month" shall mean the period beginning at 9:00 a.m. central clock time on the first Day of
each calendar month and ending at 9:00 a.m. Central clock time on the first Day of the next
succeeding calendar month, except where references not involving Gas measurement
volumes are involved, in which case the calendar month shall be deemed to be referred to.

“Monthly Tolerance Limit” shall mean ten percent (10%) of the aggregate deliveries for a
Qualified Suppliers pool of customers for such month.

“pDA” shall mean a predetermined allocation method.

"Pipeline System" shall mean the current existing utility distribution facilities of Company
located in the State of Texas.

"Point of Delivery" shall mean the point or points where Gas is delivered from the Pipeline

System to or for the account of Customer and are shown on the applicable Gas
Transportation Order.

1.21 “Point Operator” shall mean the person or entity that controls the Point of Receipt or Point
of Delivery.

1.22 "Point of Receipt" shall mean the point or points where Cbmpany shall receive Gas into the
Pipeline System from Customer, as described on the applicable Gas Transportation Order.

1.23 "Psia" shall mean pounds per square inch, absolute.

1.24 "Psig" shall mean pounds per square inch, gauge.
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1.25 “Qualified Supplier” shall meana supplier of natural gas for transportation to customers

1.26

1.27

1.28

1.29

1.30

2.1

2.2

23

. receiving service under this tariff.

through the Company’s pipeline system that meets the requirements of and has executed a
Supplier Service Agreement.

«Real” shall mean the division of the ideal heating value by the compressibility of the gas.
This creates an ideal Gross Heating Value per Real cubic foot. -

“Supplier Service Agreement” shall mean a contract setting forth the requirements and

terms upon which a supplier of natural gas may make deliveries of customer owned gas into
the Company’s pipeline system for delivery to one or more of the Company’s customers

"Tariff" shall mean every rate schedule, or provision thereof, and all terms, conditions, rules
and regulations for furnishing gas service filed with the regulatory authorities or agencies
having jurisdiction over Company or the services provided hereunder.

"Week" shall mean a period of seven (7) consecutive Days beginning at 9:00 a.m. central
clock time on each Monday and ending at the same time on the next succeeding Monday.

"Year" shall mean a period of three hundred sixty-five (365) consecutive Days, or three
hundred sixty-six (366) consecutive Days when such period includes a February 29.

ARTICLE 2

It is understood and agreed that Customer has only the right to transportation service in the
Pipeline System and all equipment, including (but not in any way limited thereto) all pipe,
valves, fittings, and meters comprising the Pipeline System and all other property and
capacity rights and interests, shall at all times during the term of the Agreement remain the
property of Company. Customer agrees not to cause or permit any liens or encumbrances to
be filed with respect to the Pipeline System by reason of Customer's actions. Customer's

Gas shall at all times remain the property of Customer, and Company shall have no right or
property interest therein.

Company reserves the right in its sole discretion to remove, relocate, expand, or rebuild,

~ without approval of Customer, any portion of the Pipeline System. Customer shall make no

alterations, additions, or repairs to or on the Pipeline System, nor shall Customer bear any

cost of any alterations, additions, repairs, maintenance or replacements made to or on said
Pipeline System.

Customer agrees not to connect or cause the connection of any third party to the Pipeline
System for any purpose without the express written approval and consent of Company to be
granted in Company's sole discretion. Customer further agrees not to transport or cause to

Initial Rate Schedule Meter_si'{emnaﬂer

Final Order — Attachment B



TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE T-GTC

24

25

2.6

3.1
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be transported any Gas for any third party. If either of these conditions is breached by
Customer, Company shall have the right and option, notwithstanding any other provision of
the Agreement or the General Terms and Conditions for Transportation, fo terminate the

Agreement including the Exhibits thereto immediately and without further obligation to
Customer.

Company presently is transporting Gas to third parties on the Pipeline System and shall have
the right in the future to transport additional Gas for such purposes and to transport Gas to
additional third parties as it may desire, and Company shall have the right to make
additional connections to the Pipeline System as may be required to serve presently existing
and new customers, all of which is subject to the provisions of the Agreement. Company's

transportation. of Gas hereunder shall not obligate Company in any manner beyond the terms
of the Agreement and the Exhibits attached thereto.

Company shall own any and all liquids which are recovered from the Pipeline System and

may use, sell or transfer all liquids without having to account in any manner, or pay any
monies or other consideration to Customer.

The Company reserves the unilateral right from time to time to seek regulatory approval to
make any changes to, or to supersede, the rates, charges and any terms stated in the tariffs,
rate schedules, the agreements, and the General Terms and Conditions.

ARTICLE 3
OFPERATIONS

Customer shall deliver its Gas into the Pipeline System at the Points of Receipt described on
the applicable Gas Transportation Order, as it now exists and as it may be amended.
Customer shall have no right to require Gas to be received at any particular Point of Receipt
and Company may delete such points or modify the capacity thereof from time to time and
at any time in its sole discretion with no further obligation to Customer with respect to such
Point of Receipt. All supplies of Gas delivered to the Pipeline System must comply with the
terms and conditions of the Agreement and the exhibits attached thereto. In no event shall
Company be required to expand, modify, construct, rearrange, or change the operations of

the Pipeline System in order to receive Gas from or on behalf of Customer or in order to
deliver Gas to Customer at any existing Points of Delivery.

Customer shall advise (in a method and format approved by Company in its sole discretion)
Company with respect to each Day, Week and Month the name of each supplier with whom
it has a contract (and the name of the individual with such supplier responsible for
Customer's account), which source of supply is delivering to Company, how much Gas is
nominated to be delivered to Company from each source of supply (i.e., each well, plant, or
other desired Point of Receipt) and the anticipated deliveries at each Point of Delivery.
Customer's nomination shall be in good faith, in balance between Points of Receipt and
Points of Delivery, and shall be based on Customer's commercially reasonable best efforts to
estimate usage for Hour, Day, Week, and Month. Customer will cause their Qualified
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34

35

3.6

35

Supplier to act as their agent in the nomination process. Qualified Supplier shall not
intentionally nominate more or less Gas than is anticipated for consumption by Customer(s),
except as may be needed for balancing purposes to the extent Company accepts such
nomination. Qualified Supplier shall submit nominations to the Company’s gas scheduling
department in accordance with their currently effective nomination process which can be
provided to the parties upon request. Customer and Qualified Supplier shall exercise
commercially reasonable best efforts to deliver to the Pipeline System Dths of Gas that
Company is to deliver from the Pipeline System to Customer during any particular Hour,

Day, Week and Month, including but not limited to volumes needed for peak Day usage for
Customer’s facilities.

Before the start of the Gas Day, the Point Operator and Company shall establish a
predetermined allocation (PDA) method to specify how Gas received or delivered by
Company shall be allocated in accordance with confirmed nominations at such point. Only
one PDA methodology shall be applied per allocation period.

Customer's Gas shall be delivered to Customer from the Pipeline System at the Points of
Delivery. To the extent that Customer's acts or omissions cause Company to incur, directly
or indirectly, fees, charges, expenses, or penalties from a supplier or transporter for failure
to satisfy such supplier's or transporter’s balancing or nomination requirements, then
Customer agrees to reimburse Company for such fees, charges, expenses, or penalties, and
defend, indemnify, and hold Company harmless with respect thereto. Any fees, charges,

expenses or penalties which were determined to be in error will be credited back to the
Customer.

The Point of Receipt and Point of Delivery may be, or may later become points through
which other quantities of Gas are being measured; therefore, the measurement of Gas under
the Agreement may involve the allocation of Gas deliveries. In such event, each party

hereto will furnish, or cause to be furnished, to the other all data required to accurately
account for all Gas.

Except as may be set forth on a Gas Transportation Order, Company shall receive and
deliver Gas hereunder as nearly as practicable at uniform hourly and daily rates of flow. It
is recognized that it may be physically impracticable, because of measurement, Gas control
limitations and other operating conditions, to stay in zero (0) imbalance each hour and each
Day; therefore, the daily and hourly quantities received may, due to the aforementioned
reasons, vary above or below the daily and hourly quantities delivered. If the quantities
received and the quantities delivered hereunder should create an imbalance at the end of any
hour, Day, Week, or Month, then Company and Customer shall adjust receipts and/or
deliveries at any time to the end that the quantities received and delivered shall be kept as
near to zero (0) imbalance as practicable.

Imbalances

Customer must designate no more than one Qualified Supplier. The Qualified Supplier shall

—— T
Tnital Rate Schedule Meters Rea?ﬁn and After

Final Order — Attachment B



TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE T-GTC

38

3.9

Tnitial Rate Schedule =

Page60f19

act on behalf of the Customer to procure gas supplies, deliver gas supplies to points of |
receipt designated in the Gas Transportation Order, and shall act as the Customer’s agent
with respect to nominations, operational notices required under the Gas Transportation

Agreement or applicable tariffs and with respect to resolution of imbalances under this Rate
Schedule.

(A) The following cash out provisions shall be applied to the Qualified Supplier for its

aggregate pool of Customers that are being provided service pursuant to a Rate Schedule or
some other form of transportation service:

1) Qualified Supplier shall not deliver into the Pipeline System more Dths of Gas than
Company delivers to the aggregate pool of Customers at the Points of Delivery
during a Month, At the end of the Month in which an over-delivery occurred and
exceeded the Monthly Tolerance Limit or the Cumulative Tolerance Limit,

Qualified Supplier shall sell such excess Gas to Company at 95% of Inside FERC’s
FOM Houston Ship Channel index price.

2) If Company receives less Dths of Gas than are delivered to the aggregate pool of
Customers at the Points of Delivery in excess of the Monthly Tolerance Limit or
Cumulative Tolerance Limit in any particular Month, then Qualified Supplier shall

purchase such under-delivered volumes at 105% of Inside FERC’s FOM Houston
Ship Channel index price.

The Company will provide monthly imbalance statements along with calculations of the
cash out charges in accordance with the aforementioned cash out provisions to the Qualified
Supplier each month. Payments for cash out charges will be due each month within 15
business days of the imbalance statement date. The Company may elect at its sole

discretion to accrue the monthly cash out provisions each month and only require periodic
settlement rather than monthly payments,

The monthly transport payments shall not be abated with respect to a Month in which under-
deliveries occurred except as provided in Article 9 and Article 10 hereof.

Customer and Company shall exercise their commercially reasonable best efforts to comply
with all of the standards established by the North American Energy Standards Board, Inc.

(“NAESB™), but in no event shall either party be required to comply with the NAESB
standards if such compliance has a material adverse affect upon such party.

In the event Customer’s source of gas supply is terminated by Customer’s supplier due to
non-payment or other reasons, or if customer is otherwise unable to continue as a
transportation customer, Customer may, upon the giving of five (5) business days advance
notice to Company, obtain service from Company under the general sales tariff applicable to
Customer. Prior to commencing such service, Company may, in its sole discretion, require
Customer to post a deposit or bond in accordance with the provisions of Article 5 hereof.
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ARTICLE 4

Customer shall deliver (or cause to be delivered) the Gas to the Pipeline System at the Point
of Receipt at a pressure sufficient to effect delivery into the Pipeline System at that point, If
necessary, Customer shall provide additional compression to make such deliveries
hereunder, and Company shall not have any cost or responsibility in that regard.

42  Subject to the provisions of Section 4.1 above, the Gas shall be delivered to Customer ﬁ:om
the Pipeline System at the Points of Delivery at pressures sufficient to effect deliveries to
Customer's facilities, but not to exceed the maximum pressure that has existed for each
Point of Delivery.

43  Gas delivered by and to Customer shall be commercially free of dust, gums, gum-forming
constituents, gasoline, water, and any other substance that may become separated from the
Gas during the handling hereof. All Gas received shall conform to the following additional
specifications:

(A)  Contain not more than one-quarter (1/4) grain of hydrogen sulfide per 100 cubic feet,
as determined by a method generally acceptable for use in the gas industry;

(B) Contain not more than five (5) grains of total sulfur per 100 cubic feet;

(C)  Contain not more than two percent (2%) by volume of carbon dioxide;

(D)  Contain not more than four percent (4%) by volume of total inerts, including carbon
dioxide and nitrogen;

(E) Contain not more than two-tenths of one percent (.2%) by volume of oxygen;

F) Contain a gross heating value equivalent to at least 980 British Thermal Units per
cubic foot and not to exceed 1080 British Thermal Units per cubic foot;

(G) Have a temperature of not more than one hundred twenty degrees (120°) Fahrenheit
and not less than forty degrees (40 °) Fahrenheit;

(H) Contain no water or hydrocarbons in liquid form;

4] Contain not more than 7 pounds of water in vapor stage per 1,000 Mcf of gas; and

()  Be interchangeable with the Company's system Gas at the Point of Receipt or
delivered to the nearest customer, city border station, or other pipeline
interconnected with such receiving facility or downstream of the Point of Receipt.
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The Company, at its option, may refuse to accept delivery of any gas not meeting the quality
specifications set out above. Thereafter, Customer or Qualified Supplier shall have the right
to conform or cause the gas to be conformed to the above specifications. If the Customer or
Qualified Supplier does not elect to conform the gas to said specifications, then the
Company at its sole option may accept or reject any such gas.

Notwithstanding anything to the contrary contained herein, the gas which the Company
transports and delivers to the Customer shall be odorized by the Company. In the event

Customer desires to remove the odorant, such removal shall be solely at Customer’s risk and
expense.

ARTICLE §
PAYMENT

Should Customer fail to pay or deliver any or all of the amount of the transportation
payment and/or other fees due under any exhibit when such amount is due (which in no

event shall be later than the last Day of the applicable Month), interest on the unpaid portion

shall accrue at a rate (which in no event shall be higher than the maximum rate permitted by

applicable law) equal to one and one-half percent (1 %%) per month from the due date until
the date of payment. If such failure to pay continues for fifteen (15) Days after payment is
due, Company, in addition to any other remedy it may have, may suspend further receipts
and deliveries of Gas until such amount is paid; provided, however, that if Customer in good
faith shall dispute in writing the amount of any such bill or part thereof and shall pay to
Company such amounts as it concedes to be correct and, at any time thereafter within thirty
(30) Days of the due date of such payment, shall furnish a good and sufficient surety bond in
an amount and with surety satisfactory to Company, guaranteeing payment to Company of
the amount ultimately found due upon such bills, including interest thereon, after a final
determination which may be reached either by agreement or judgment of the courts, as may
be the case, then Company shall not be entitled to suspend further receipts and withdrawals
of Gas unless and until default be made in the conditions of such bond. As an alternative to

posting a bond, Customer may pay the portion of any amount in dispute without waiving its
rights to recoup any monies improperly billed.

If the portion of any amount in dispute is ultimately determined to be incorrect, such amount
shall be refunded by Company to Customer together with interest thereon at a rate (which in
no event shall be higher than the maximum allowed by law) equal to one and one-half

percent (1%:%) per Month for the period from the date of payment to Company to the date of
refund by Company.

Customer agrees to pay any amounts due pursuant to the Agreement and the General Terms

and Conditions for Transportation to Company within fifteen (15) Business Days after
receipt of an invoice from Company.
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Company reserves the right, prior to initiation of service, to require a cash deposit or bond in
favor of Texas Gas Service in order to assure payment of amounts that may become due
pursuant to the Agreement and the exhibits attached thereto. In the event Customer’s financial
condition materially weakens or Customer fails to make timely payment in accordance with
Article 5 after the execution of the Agreement, then upon written request from Company,
Customer agrees to deposit cash with Texas Gas Service or secure a bond in favor of Texas
Gas Service in order to assure the payment of amounts that may become due pursuant to the
Agreement and the exhibits attached thereto, Such deposit or bond shall be furnished to
Texas Gas Service within fifteen (15) days after a request by Texas Gas Service is made for
such deposit or bond and shall be made in a form and amount satisfactory to Texas Gas
Service, If such deposit or bond is not furnished in a timely manner, or if a bond expires or
is canceled prior to the end of the period specified below, or if the cash deposit or bond is not
increased as specified below, then leasing of capacity and the rendering of all other
services may be suspended by Texas Gas Service in its sole discretion until such
deposit or bond is furnished, renewed or increased, as applicable.

Nothing in this Article 5 shall be deemed to supersede the respective rights and obligations of
Company and Customer as provided by Texas statutes, rules, and/or regulation, as such
statutes, rules, or regulations may be amended from time to time, with respect to adjustments
to the amounts owed by Customer as a result of errors in Customer’s meter Or €Irors in
reading Customer’s meter. Customer shall be responsible for payment of the amounts owed
Company for transportation service and gas supply provided to Customer during the

applicable period for which it has been determined that Customer’s meter was in error to the
favor of Customer.

ARTICLE 6

On or about fifteen (15) days after the Company receives necessary volumetric information
from other parties for each calendar month after commencement of Gas receipts and
deliveries hereunder, Company shall render to the Qualified Supplier a statement for the
preceding Month showing the total Dths of Gas received and delivered and each Point of
Receipt and Point of Delivery. If information necessary for statement purposes is in the
possession of Customer, Customer shall furnish such information to Company on or before
the sixth (6th) Day of the Month in which the statement requiring such data is to be rendered.

Both parties hereto shall have the right at any and all reasonable times within twenty four
(24) months from the time period in question, to examine the books and records of the other

to the extent necessary to verify the accuracy of any statement, computation, or demand
made hereunder.

Customer agrees to supply to Company, at Company's request at any time and from time to
time, a sample of the liquids removed from the gas stream of the facilities which deliver gas
to Company which sample is to be taken from a point upstream from the Point of Receipt.
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Said sample shall not contain any toxic, hazardous, or deleterious materials or any materials
which Company, in its sole discretion, deems in any way harmful to its facilities,
personnel or the environment, including, but not limited to, polychlorinated byphenyls
(PCBs), and substances or materials considered hazardous or other similar terms,
or requiring investigation, remediation or removal under any federal, state or local statute,
regulation, rule or ordinance or any amendments thereof whether now in effect or as may be
in effect in the future. If such samples contain any such materials or substances,
Company shall have the right, in its sole discretion and in addition to other remedies
available to it, to immediately cease receipt of Gas through the Point of Receipt until such
time as all such materials or substances are eliminated from the Gas such that Company, in
its sole discretion, elects to again receive such Gas through the Point of Receipt. Should
Customer fail or refuse to eliminate all such materials or substances within a reasonable
time, Company shall have the right, upon written notice, to terminate this Agreement.
Customer hereby expressly agrees to indemnify and hold Company and Company's
affiliates harmless from and against any and all liabilities, losses, claims, damages, actions,
costs, fines, and expenses of whatever nature, including, but not limited to, court costs, and
attorney's fees arising out of or in any manner relating to the presence of PCBs and/or any
other toxic, hazardous, deleterious, harmful, or unsafe materials as described above in Gas
delivered by or on behalf of Customer into Company's system.

ARTICLE 7

“The measurement and tests for quality of Gas delivered and delivered by Customer hereunder shall
be governed as follows:

7!

7.2

7.3

7.4

The quantities of Gas received and delivered shall be measured by means of meters ;)f
standard type which conform to the American Gas Association Measurement Committee
Reports and other industry standards as to construction and installation.

The unit of volume for purposes of measurement shall be one (1) cubic foot of Gas at a
temperature base of sixty degrees (60°) Fahrenheit and at a pressure base of fourteen and
seventy-three hundredths (14.73) pounds per square inch absolute. Customer agrees that the
Btu content per Mcf of the gas volumes delivered by the Company at the Point of Delivery
shall be assumed to be equal to the Btu content per Mcf of the gas volumes delivered by
Customer at the Point of Receipt, when corrected for differences in pressure base.

The temperature shall be adjusted to standard conditions by a compensation device included

with the meter or such other method as the Company shall deem appropriate. Corrections
shall be made in accordance with industry practice.

Specific gravity shall be determined with accuracy to the nearest one thousandth (.001) by
use of an instrument that conforms to industry standards.
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7.6

7.1

7.8

7.9

7.10

Whenever the conditions of pressure and temperature differ from the standards, conversion

of the volumes from these conditions to the standard conditions shall be in accordance with
the Ideal Gas Laws corrected for deviation from Boyle's Law, all to be in accordance with
methods and tables set out in the American Gas Association Measurement Committee

Reports, or by other accepted methods that may be used from time to time.

The gross heating value of the Gas shall be determined by means of a sampling method of
general use in the Gas industry. The location of the sampling equipment shall be
determined by Company in its sole discretion but shall be at a location where a
representative sample of the Gas to which it applies may be taken,

Tests to determine total sulfur, hydrogen sulfide, oxygen, carbon dioxide, total inerts, and
water vapor shall be made by approved standards methods in general use by the Gas
industry. Such tests shall be made at the request of either party hereto. If a test is
performed at Customer's request and shows that the quality specifications as set forth in

Section 4.3 hereof have been satisfied, Customer shall pay all costs and expenses of
Company related to such test.

Except as may be otherwise provided, all measuring and testing equipment, housing
devices, and materials shall be standard manufacture and type and shall, with all related
equipment, appliances, and buildings, be owned, installed, maintained and operated or
caused to be installed, maintained and operated by Company at the Points of Receipt and
Points of Delivery, Customer may install and operate check measuring and testing

equipment, which equipment and the operation thereof shall not interfere with the operation
of Company's equipment.

The accuracy of the measuring and testing equipment shall be verified according to
Company's standard for the device being used and at other reasonable times upon request of
Customer or Company. Gas quality tests may be made at times of equipment testing or at
other reasonable times. Unless a test is requested by Customer, notice of the time and
nature of each test shall not be given by Company. If a test is requested by a Customer, then
Company shall give Customer notice sufficiently in advance to permit Customer to have a
representative present. Representatives of both Customer and Company may be present to
observe such tests. The results of any such tests shall be considered accurate until the next
tests are made. All tests of measuring equipment shall be made at Company's expense,

except that Customer shall bear the expense of tests made at its request if the inaccuracy
found is two percent (2%) or less.

If, at any time, any of the measuring or testing equipment is found to be out of service, or
registering inaccurately of any percentage, it shall be adjusted at once to read accurately
within the limits prescribed by the manufacturer. If such equipment is out of service or
inaccurate by an amount exceeding two percent (2%) at a reading corresponding to the
average rate of flow for the period since the last preceding test, the previous reading of such
equipment shall be disregarded for any period definitely known or agreed upon, or if not so

known or aFeed upon, for a geriod of time egual to one-half of the elag‘sed time since the
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last test. The volume of Gas delivered during such period shall be estimated (i) by using the
data recorded by any check measuring equipment if installed and accurately registering, or if
not installed or registering accurately, (ii) by correcting the error if the percentage of error is
ascertainable by calibration, test, or mathematical calculation, or if neither such method is
feasible, (iii) by estimating the quantity or quality delivered based upon deliveries under
similar conditions during a period when the equipment was registering accurately. No
adjustment shall be made for recorded inaccuracies of two percent (2%) or less.

The parties hereto shall have the right to inspect equipment installed or furnished by the

other or third-party operators and the charts and other measurement or testing data of all

such parties at all times during business hours; but the reading, calibration, and adjustment

of such equipment and changing of charts shall be done only by the party installing and
furnishing the same. The parties hereto shall preserve all original test data, charts, and other
similar records in such party's possession for a period of at least twenty-four (24) months.
Measurement data corrections should be processed within six (6) months of the production
month with a three (3) month rebuttal period, This standard shall not apply in the case of
deliberate omission or misrepresentation or mutual mistake of fact, Parties’ other statutory
or contractual rights shall not otherwise be diminished by this standard.

At every Point of Receipt and every Point of Delivery, the party having control over such
facility shall allow the other party immediate access to the receipt and delivery information
as it is generated by the party having such control. With respect to all Points of Receipt and
Points of Delivery that have electronic flow measurement, both parties shall have remote

telephone and electronic access to the receipt and delivery information generated at such
Point of Receipt and Point of Delivery.

ARTICLE 8
TITLE TO AND RESPONSIBILITY FOR GAS

Customer and Company, respectively, warrant title to all Gas delivered by it into or from the
Pipeline System hereunder, and each of Customer and Company, respectively, warrant and
represent each has the right to deliver the Gas hereunder, and that such Gas is free from
liens and adverse claims of every kind. Customer agrees to indemnify and save Company
harmless from and against all loss, damage, claims, and expense of every character with
respect to Gas delivered by it on account of royalties, taxes, payments, liens, or other
charges or claims arising (i) before or created upon delivery of said Gas into the Pipeline
System, and (ii) upon and after delivery of said Gas from the Pipeline System to Customer.

Subject to compliance with the provisions of Section 8.1 above, Company warrants that title
to all Gas delivered hereunder by Customer is free from liens and adverse claims of every
kind. Company agrees to indemnify and save Customer harmless from and against all loss,
damage, claims, and expense of every character with respect to Gas to be delivered at the

Point of Delivery on account of royalties, taxes, payments, liens, or other charges or claims

Tnitial Rate Schedule Meter?lllead On and After

Final Order — Attachment B



TEXAS GAS SERVICE COMPANY
Rio Grande Valley Service Area RATE SCHEDULE T-GTC

83

8.4

9.1

9.2

_Pagel3of19

arising after delivery of Gas to and before withdrawal thereof from the Pipeline System by
Customer,

As between the parties hereto, Customer or its supplier shall be deemed to be in the
exclusive control and possession of the Gas until such Gas has been delivered to Company
at the Point of Receipt, and after its withdrawal by Customer at the Point of Delivery. After
Customer's or Customer's suppliers' delivery of such Gas at the Point of Receipt, Company
shall thereafter be deemed to be in the exclusive control and possession of such Gas until its
withdrawal by Customer at the Point of Delivery. The party which shall be in the exclusive
control and possession of such Gas shall be responsible for all in injury or damage caused
thereby and shall be responsible for any loss of Gas while in its possession, except with
regard to injury, damage or loss caused by or arising out of the negligence of the
nonpossessory party.

The Pipeline System shall at all times remain the property of Company, and Customer shall
have no right or property interest therein but only the right for the transportation of Gas.

ARTICLE 9

If either Company or Customer is rendered unable, wholly or in part, by reason of force
majeure or any other cause of any kind not reasonably within its control, other than
financial, to perform or comply with their obligations hereunder, then such party's
obligations or conditions shall be suspended during the continuance of such inability and
such party shall be relieved of liability for failure to perform the same during such period;
provided, however, obligations to make payments when due hereunder shall not be
suspended. Any force majeure event (other than labor disputes, strikes, or lockouts) shall be
remedied so far as possible with reasonable dispatch. Settlement of strikes, lockouts, and
labor disputes shall be wholly within the discretion of the party having the difficulty. The
term "force majeure” shall include, but is not limited to, the following: acts of God and the
public enemy; the elements; fire, accidents, breakdowns, strikes; any industrial, civil, or
public disturbance; inability to obtain or delay in obtaining rights-of-way, material, supplies,
permits, or labor; any act or omission by parties not subject to control by the party
hereunder having the difficulty; and any laws, orders, rules, regulations, acts or restraints of
any governmental body or authority, civil or military. If pursuant to the foregoing Company
curtails or temporarily discontinues the receipt or delivery of Gas hereunder, Customer
agrees to hold Company harmless from any loss, claim, damage, or expense that Customer
may incur by reason of such curtailment or discontinuance.

If a portion of the Pipeline System required to make the transportation service available is
partially damaged by fire or other casualty, the damage may be repaired by Company, at its
option and in its sole discretion, as speedily as practicable, due allowance being made for
the time taken for the settlement of insurance claims. Until such repairs are made, the
payments shall be apportioned in proportion to the portion of the capacity of the Pipeline
System which is still available for the purposes hereof, such determination to be made in the
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sole discretion of Company. If the damage is so extensive as to render the Pipeline System
wholly unusable, in Company's sole opinion, the payments, if any, shall cease until such
time as the Pipeline System is again useable. In case the damage shall, in Company's sole
opinion, amount substantially to a destruction of the portion of the Pipeline System available
for the transportation of Gas and Company shall elect not to repair the damage, then the
Agreement shall terminate at the time of such damage, and Company shall not be liable to
Customer for any liability, damage, or claim which arises out of any failure to make repairs.

ARTICLE 10

10.1 The Agreement is subject to all valid orders, laws, rules, and regulations of duly constituted
municipal, State and Federal governmental authorities and agencies having jurisdiction or
control over the parties, their facilities or Gas supplies, the Agreement, or any provision
hereof. The Company reserves the right to seek modification or termination of any of the

General Terms and Conditions, the Gas Transportation Agreement, and any of the tariffs to
which it applies. :

10.2 The Agreement shall be interpreted under the laws of the State of Texas, excluding any law
thereof directing the application of the laws of another jurisdiction.

ARTICLE 11
MISCELLANEQUS

11.1 Any modification of terms, or amendment of any provisions hereof, shall become effective
only by supplemental written agreement between the parties.

112 (A) Any of the following events or conditions shall constitute a default of Customer
under the Agreement:

(1)  Default in the delivery of any payment or any sums hereunder for a period of
sixty (60) Days after the same becomes due;

(2) Any other breach of the material terms and conditions of the Agreement and
the failure of Customer to cure such breach within thirty (30) Days after
written demand by Company or such longer period of time after such notice
as may be reasonably required to cure such breach if the breach is not
reasonably curable within such thirty (30) Day period, provided that
Customer shall have commenced such cure within such thirty (30) Day

period and thereafter diligently continues its efforts to cure such breach until
such breach shall have been fully cured;
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(3)  Customer shall (i) apply for or consent to the appointment of or taking of

4

()

possession by a receiver or liquidator of itself or substantially all of its
property, (ii) make a general assignment for the benefit of its creditors, (iii)
commence a voluntary case under the Federal Bankruptcy Code, or (iv) file a
petition seeking to take advantage of any other law relating to bankruptcy,

insolvency, reorganization, winding-up or composition or adjustment of
debts of Customer;

A proceeding or case shall be commenced, without the application or consent
of the affected party, in any court of competent jurisdiction, seeking (i)
liquidation, reorganization, dissolution, winding-up or composition or
adjustment of debts of Customer (ii) the appointment of a trustee, receiver,
liquidator or custodian of such party or of all or substantially all of its assets,
or (iif) similar relief under any law relating to bankruptcy or insolvency, and
such proceeding or case shall continue undismissed, or an order, judgment or
decree approving or ordering any of the foregoing shall be entered and
continue unstayed, for a period of ninety. (90) Days; or

If any certificate, statement, representation, or warranty furnished by
Customer proves to be false or incomplete in any material respect.

(B) Upon the happening of any event of default as set forth in subparagraph 11.2(A)

above, Company shall have the right to do any one or more of the following without
demand or notice of any kind: :

(D

@

3
4

Declare due, sue for, and receive from Customer the sum of all transportation
payments and all other amounts due and owing under the Agreement plus the

sum of all transportation payments and other amounts to become payable
during the balance of the term of the Agreement;

Retake possession of the entire capacity of the Pipeline System without any

court order or other process of law and without any rights of Company being
thereupon terminated;

Terminate the Agreement and the Exhibits;

Pursue any other remedy at law or in equity.

(C)  Any of the following events or conditions shall constitute an Event of Default with
respect to Company under the Agreement:

(1)

Default in the crediting of any sums due to Customer or in the payment of
any other sums due to Customer under the Agreement for a period of ninety
(90) Days after the same is established by Company to have become due;
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(2) Company’s breach of any material term or condition of the Agreement and the

failure of Company to cure such breach within thirty (30) Days after written
demand by Customer or such longer period of time after such notice as may be
reasonably required to cure such breach if the breach is not reasonably curable
within such thirty (30) Day period, provided that Company shall have
commenced such cure within such thirty (30) Day period and thereafter

diligently continues its efforts to cure such breach until such breach shall have
been fullv cured. '

3) Company shall (i) apply for or consent to the appointment of or taking of

possession by a receiver or liquidator of itself or substantially all of its
property, (ii) make a general assignment for the benefit of its creditors, (iii)
commence a voluntary case under the Federal Bankruptcy Code, or (iv) file a
petition seeking to take advantage of any other law relating to bankruptcy,

insolvency, reorganization, winding-up or composition or adjustment of
debts of Company;

(4) A proceeding or case shall be commenced, without the application or consent of

the affected party, in any court of competent jurisdiction, seeking (i)
liquidation, reorganization, dissolution, winding-up or composition or

adjustment of debts of Company, (i) the appointment of a trustee, receiver,

liquidator or custodian of such party or of all or substantially all of its assets, or

(iii) similar relief under any law relating to bankruptcy or insolvency, and such
proceeding or case shall.continue undismissed, or an order, judgment or decree

approving or ordering any of the foregoing shall be entered and continue
unstayed, for a period of ninety (90) Days;

Upon the happening of any event of default as set forth in subparagraph

11.2(C)above, Customer shall have the right to do any one or more of the following
without demand or notice of any kind:

(1)  Declare due, sue for, and receive from Company the sum of all outstanding

credits and other amounts due and owing under the Agreement;

(2)  Terminate the Agreement and the Exhibits;

(3)  Pursue any other remedy at law or in equity.

The rights granted to Company and Customer hereunder shall be cumulative as to
each and action on one shall not be deemed to constitute an electi

other right to which Company or Customer may be entitled.

on or waiver of any

Upon the termination of the Agreement, whether by lapse or time or otherwise,

Customer will surrender any and all rights in the Pipeline System immediately.
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113

114

11.5

11.6

11.7

11.8

Company shall not be liable for damages resulting from intemiption of service, when such

interruption is necessary to make repairs, changes, or adjustments in Company’s equipment
and facilities.

No waiver by Company or Customer of any default or the other under the Agreement shall
operate as a waiver of any future default, whether of a like or different character.

The Agreement shall be binding upon, and inure to the benefit of, the parties hereto and
their successors and assigns. In the event Customer sells, leases or otherwise transfers its
distribution system to a third party, whether voluntarily or involuntarily, then Customer
agrees, as a part of such sale, lease or transfer, to assign to such third party and to require
such third party to accept the assignment of the Agreement and the Exhibits included
therein, subject to the provisions of the following sentence. Neither the Agreement nor the
Exhibits attached thereto nor the rights and obligations of Customer hereunder may be

assigned without the consent of Company, which consent shall not be unreasonably
withheld.

Customer will not mortgage, create a security interest in, or encumber the Agreement, or
sublet the rights granted hereby, or permit its use by others, or pledge, loan, sublet, create a
security interest in, or in any other manner attempt to dispose of such rights, or permit its
use by others, or suffer any liens or legal process to be incurred or levied thereon; provided,
however, that Customer may grant a security interest or similar encumbrance in connection
with any existing financing arrangement associated with Customer's facility.

Except as provided below, Customer shall pay all fees, taxes, charges, and assessments
imposed by or on behalf of any governmental entity in connection with the Agreement or in
connection with the purchase, transportation, and disposition of Gas by or on behalf of
Customer pursuant to the Agreement including but not limited to municipal and/or
supplemental fees, franchise fees and any supplements thereto and taxes; provided that
Company shall pay all ad valorem taxes and assessments levied on the Pipeline System and

~ all appurtenant facilities. Company shall file all returns required for the Pipeline System

and all appurtenant facilities. Customer will furnish Company with any information available
to Customer in connection with Company's obligations under this section.

Company and Customer agree to exercise and take reasonable steps necessary to safeguard
and cause their officers, directors, employees, agents, advisers, and representatives to
safeguard the confidentiality of the Agreement and the terms and conditions thereof (as
contrasted with the existence and effectiveness of the Agreement which are not confidential)
and not to disclose any part of it or any information derived there from or any negotiations
relating thereto to any party or person except that limited number of people within
Company's and Customer's organizations, and their advisers, lenders and potential investors,
as may need to know the terms and conditions hereof in order to evaluate, understand,
execute and perform the Agreement. Company and Customer agree not to copy or permit
the copying of the Agreement, except as may be necessary for their operations. In the event
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Representatives, is requested or required (by oral or written question or request for
information or documents in legal proceedings, interrogatories, subpoena, Civil
Investigative Demand or similar process) to disclose any information concerning the
Agreement or the terms and conditions thereof or any negotiations relating thereto, it is
agreed that the party receiving such question or request will provide the other parties with
prompt notice thereof so that such other parties may seek a protective order or other
appropriate relief or a release from the other parties. It is further agreed that if, in the
absence of a protective order or receipt of a release, the other party is compelled to disclose
such information or else stand liable for contempt or suffer other censure or penalty or
adverse effect, then such party may disclose such information, The parties hereto are further
authorized to make disclosure of the Agreement as may be required by Federal, state, or
local regulation or agency or as may be required by auditors or accountants in connection
with the preparation of financial statements or tax returns, Disclosure hereunder shall not
constitute a basis for defense, termination, or modification of the Agreement.

ARTICLE 12
DISPUTE RESOLUTION

Any dispute arising out of or relating to this Agreement for which a claim or demand is
asserted that is equal to or exceeds a value of $25,000 shall be resolved in accordance with
the procedures specified in this Article 12, which shall be the sole and exclusive procedures
for the resolution of any such disputes. The cost of conducting the dispute resolution
process, including the fees and expenses of any arbitrators, shall be shared equally by the
parties, and each party shall bear its own costs, including any attorneys’ fees or other
expenses incurred in the process. Each party is required to continue to perform its
obligations under this Agreement pending final resolution of any dispute arising out of or

relating to this Agreement, unless to do so would be impossible or impracticable under the
circumstances.

Negotiation. The parties shall attempt in good faith to resolve any dispute arising out of or
relating to this Agreement promptly by negotiation between management level personnel
who have authority to settle the controversy. Any person may give the other party written
notice of any dispute not resolved in the normal course of business. Within fifteen (15) days
after delivery of the notice, the receiving party shall submit to the other a written response.
Within thirty (30) days after delivery of the initial notice, the designated managing
personnel of both parties shall meet at a mutually acceptable time and place, and thereafter
as often as they reasonably deem necessary to attempt to resolve the dispute. All reasonable
requests for information made by one party to the other will be honored. All negotiations
pursuant to this clause are confidential and shall be treated as compromise and settlement
negotiations for purposes of applicable rules of evidence.

Arbitration. Any dispute arising out of or relating to this Agreement, including the breach,
termination or validity thereof, which has not been resolved by negotiation as provided
above within sixty (60) days after initiation of negotiations shall be finally resolved by

bitration in accordance with the CPR Rules for Non-Administered Arbitration then
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currently in effect by (i) a sole arbitrator agreed upon by the parties if the dispute is between

$25,000 and $250,000, or (ii) three independent and impartial arbitrators, of whom each
party shall designate one, if the dispute is in excess of $250,000. All arbitrators shall be
knowledgeable in the natural gas industry. The arbitrator(s) shall have no authority to
award consequential, punitive or exemplary damages. Provided, however, if one party fails
to participate in the negotiation as agreed herein, the other party can commence arbitration
prior to the expiration of the time periods set forth, The arbitration shall be governed by the
Federal Arbitration Act, 9 U.S.C. §§ 1-16, and judgment upon the award rendered by the
arbitrator(s) may be entered by any court having jurisdiction thereof. Unless otherwise
agreed, the place of arbitration shall be Austin, Texas.
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RATE CASE EXPENSE RATE

A. APPLICABILITY

The Rate Case Expense (RCE) rate as set forth in Section (B) below is pursuant to Gas

_ Utilities Docket No. 10285: Statement of Intent Filed by Texas Gas Service Company to

Change Rates in the Environs of the Rio Grande Valley Service Area, Final Order Finding of
Fact No. 43, This rate shall apply to the following rate schedules of Texas Gas Service
Company in the unincorporated areas served in Rio Grande Valley Area of Texas including
Alamo, Alton, Bayview, Brownsville, Combes, Donna, Edcouch, Edinburg, Elsa, Harlingen,
Hidalgo, La Feria, La Joya, La Villa, Laguna Heights, Laguna Vista, Los Fresnos, Lyford,
McAllen, Mercedes, Mission, Monte Alto, Olmito, Palm Valley, Palmview, Penitas, Pharr,
Port Isabel, Primera, Progreso, Rancho Viejo, Raymondville, Rio Hondo, San Benito, San
Carlos, San Juan, Santa Rosa, and Weslaco, Texas: 1Z, 2Z, 3Z, 4Z, T-1 and T-2.

RCE RATE
All Ccf during each billing period: $ 0.02072 per Ccf

This rate will be in effect for approximately 24 months until all approved and expended rate
case expenses are recovered under the applicable rate schedules. Texas Gas Service Company
will recover $219,700.72 in actual expense and up to $10,000.00 in estimated expense, not to
exceed actual expense. Texas Gas Service Company will not include any interest calculations
in the recovery. The Rate Case Expense Surcharge will be a separate line item on the bill.

OTHER ADJUSTMENTS

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

Subject to all applicable laws and orders, and the Company's rules and regulations on file with
the regulatory authority.

COMPLIANCE

TGS shall file a reconciliation report annually on or before December 31%, commencing in
2014. TGS shall file the report with the Commission, Addressed to the Director of Gas

Services Division and referencing Gas Utilities Docket No. 10285, Rate Case Expense
Recovery Report. The report shall include:

- The volumes used by month by customer class during the applicable period,
- The amount of Rate Case Expense recovered, by month
- The outstanding balance, by month

Effective Date:
Issuance date of Final Order in GUD No. 10285

Initial Rate Schedule

Meters Read On and Afier
Final Order




