BEFORE THE
RAILROAD COMMISSION OF TEXAS

STATEMENT OF INTENT OF
AGRITEXGAS, LP TO INCREASE
RATES FOR GAS SERVICE IN
ARMSTRONG, BAILEY, BORDEN,
BRISCOE, CARSON, CASTRO,
COCHRAN, CROSBY, DAWSON, DEAF
SMITH, DICKENS, DONLEY, FLOYD,
GAINES, GARZA, HALE, HALL,
HOCKLEY, KENT, LAMB, LUBBOCK,
LYNN, MOTLEY, OLDHAM, PARMER,
POTTER, RANDALL, SWISHER,
TERRY AND YOAKUM COUNTIES,
TEXAS
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GAS UTILITIES DOCKET NO. 10021

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. CHAP 551, et seq. (Vernon 2008 & Supp. 2011). The Railroad Commission
adopts the following findings of fact and conclusions of law and orders as follows:

FINDINGS OF FACT

AgriTexGas, LP (“AgriTex”) is a gas utility as that term is defined TEX. UTIL.
CODE ANN. §101.003(7) (Vernon 2007 & Supp. 2011) and §121.001(2007).

The Commission has jurisdiction over AgriTex and over the matters at issue in
this proceeding pursuant to TEX. UTIL. CODE ANN. §§ 102.001, 103.003,
103.051, 104.001, 121.051, 121.052, and 121.151 (Vernon 2007 and Supp.
2011). The statutes and rules involved in this proceeding include, but are not
limited to TEX. UTIL. CODE ANN. §§104.101, 104.102, 104.103, 104.105,
104.106, 104.107, 104.110, 104.301, and 16 TEX. ADMIN. CODE Chapter 7.

AgriTex operates its regulated activities through approximately 30 counties in
the Panhandle Region of Texas.

AgriTex serves unincorporated residential, small commercial, industrial, and
public authority customers that are within the original jurisdiction of the
Railroad Commission of Texas (*“Commission™).
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5. AgriTex also serves agricultural and irrigation customers that are specifically
exempt from economic regulation by the Commission, in accordance with TEX.
UTIL. CODE ANN. §§ 101.003(7)(B)(iii), 123.001, et seq.,and 16 TEX. ADMIN.
CopE § 7.351(d)(3), however, the Commission maintains safety jurisdiction
over the pipeline operations, pursuant to TEX. UTIL. CODE ANN. §§ 121.001, et
seq., and 16 TEX. ADMIN. CODE Chapter 8.

6. On October 8, 2010, AgriTexGas, LP filed a Statement of Intent to establish
initial rates and related tariffs.

7. On October 3, 2011, AgriTexGas, LP filed an Amended Statement of Intent to
increase rates and related tariffs.

8. Notice of the proposed increase was provided as a separate mailing for all
affected customers on November 9, 2011, satisfying the requirements of 16 TEX.
ADMIN. CoDE §§1.45, 7.230 and 7.235, TEX. UTIL. CODE ANN. § 104.103, and
TeEX. Gov’T. CODE ANN. § 2001.052.

9. AgriTex requested approval of uniform rates for its residential, commercial,
industrial and public authority customer classes throughout the unincorporated
areas of its service area.

10. AgriTex seeks an increase in revenues of approximately $161,556 from
customers in the unincorporated areas within the original jurisdiction of the

Commission.

11.  The proposed rate increase would increase the company’s revenues from the
unincorporated areas by 27.69% within the original jurisdiction of the
Commission.

12.  The test year in this case was the 12-month period ending March 31, 2011.

13.  AgriTex seeks approval of a revised gas cost adjustment clause (GCA) for the
unincorporated service areas.

14.  AgriTex requests establishment of a line extension policy.

15.  AgriTex requests recovery of rate case expenses, which have been severed into a
separate docket.

16.  The implementation of the proposed rates was suspended on November 2, 2010.

17.  The docket was abated for a period of time and the company extended the
proposed effective date of the environs rates.
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18.

19.

20.

Commission Staff intervened in this proceeding on November 4, 2011, for the
limited purpose of providing evidence on a Railroad Commission of Texas
Audit Section Routine Audit No. 12-028 of AgriTexGas, LP.

Notice of the Hearing was given to all parties entitled to notice and the hearing
on the merits in this matter was held on February 2, 2012, and February 14,
2012.

AgriTex is currently charging the rates inherited from Atmos when AgriTex
purchased the system in 2009, and all of AgriTex’s customers are located in the
environs.

Books and Records

21.

22.

23.

The preponderance of the credible evidence demonstrates that AgriTex failed to
maintain its books and records in accordance with Federal Energy Regulatory
Commission (FERC) Uniform System of Accounts (USOA) and Commission
Rule 7.310 prior to the filing of the October 8, 2010, Statement of Intent.

AgriTex is not entitled to the presumption of Commission Rule 7.503 allowing
amounts shown on the company’s books and records, as well as, summaries and
excerpts taken from those records to be prima facie evidence of the amount of
investment or expense reflected and reasonably incurred.

AgriTex is currently in compliance with the FERC USOA.

Audit Section, Railroad Commission of Texas, Routine Audit No. 12-028

24.

25.

26.

27.

Josh Settle, Railroad Commission of Texas Senior Auditor, Fort Worth District
Office, performed an audit of AgriTex, which was filed on December 19, 2011
and identified as Audit No. 12-028.

The audit resulted in 15 violations by AgriTex.

All audit results and corrective action was reviewed with Norman Smith on
December 16, 2011.

The Audit Section intends to complete the audit process and ensure compliance
through agency procedures and does not require enforcement or compliance of
the cited violations through this rate case proceeding.

Affiliate Transaction Expenses

28.

AgriTexGas, LP is an affiliate to Ozona Pipeline Energy Company (“Ozona”)
and NatGas, Inc.

Page 3
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29.  There is common ownership and management between AgriTexGas, LP, Ozona
Pipeline Energy Company and NatGas, Inc.

30.  AgriTexGas, LP receives its supply of natural gas for resale from Ozona
Pipeline Energy Company in the Panhandle of Texas.

31.  NatGas, Inc. receives a supply of natural gas from Ozona Pipeline Energy
Company on Ozona’s pipeline system in West Texas.

32.  Ozona Pipeline Energy Company supplies over 95 percent of AgriTexGas, LP’s
supply.

33.  Ozona Pipeline Energy Company supply to NatGas Inc. is an alternate supply.

34.  Ozona Pipeline Energy Company acts as a marketer to AgriTexGas, LP and
does not physically handle the gas delivered to AgriTexGas, LP.

35.  Ozona Pipeline Energy Company owns and operates a pipeline system which
delivers gas sold to NatGas, Inc.

36.  Ozona Pipeline Energy Company purchases natural gas and sells natural gas to
third party purchasers on its West Texas pipeline system.

37. Ozona Pipeline Energy Company does not have other transactions in the
Panhandle of Texas.

38. Ozona Pipeline Energy Company charges AgriTexGas, LP its Weighted
Average Cost of Gas (WACOG) plus $0.05 per MMBtu for the gas delivered to
AgriTexGas, LP.

39.  Ozona Pipeline Energy Company charges its other affiliate, NatGas Inc. and its
third party purchasers, a bundled price for natural gas.

40.  Ozona has provided the service of backup available credit to AgriTex.

41.  AgriTex could not secure a natural gas supply without the assistance of Ozona.

42.  The expenses of Ozona Pipeline Energy Company, an affiliate of AgriTex, are
reasonable and necessary for the provision of natural gas service provided by the
company.

43.  The price charged by Ozona Pipeline Energy Company to AgriTex is not higher

than the price charged by Ozona to its affiliates and other nonaffiliated persons
for the provision of natural gas service for the same item or class of items.
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Firm Versus Interruptible Gas Supply

44,  Ozona purchases gas from four suppliers for delivery to AgriTex, and the utility
has not demonstrated that it has a firm supply for the human needs base load
customers.

45.  The utility should be directed to take steps reasonably necessary to ensure an
uninterrupted gas supply at all times for its human needs customers.

Cost of Service

46.  Itis just and reasonable that AgriTex use a growth adjustment to compensate for
customer growth,

47. It is just and reasonable that AgriTex use a weather normalization adjustment to
adjust for normal weather temperatures.

48. It is just and reasonable to use 10-year weather data for the weather
normalization adjustment.

49, It is reasonable not to use a weather normalization adjustment for industrial,
agriculture and irrigation customers.

50. The company’s proposed capital structure of a zero percent debt component is
unreasonable.

51. Based upon a Commission historical average, it is reasonable to impute a 7
percent long term debt component.

52. It is just and reasonable to rely upon a Commission historical average of a 50%
debt to equity ratio for the company’s capital structure.

53.  Based upon a Commission historical average, a 10.85 percent return on equity is
just and reasonable.

54. A weighted average cost of capital or overall rate of return of 8.925 percent is
just and reasonable.

55.  The original book cost of the system when IBIS Gas Services, LLC acquired the
assets ultimately owned and operated by AgriTex was $32,790,409.19.

56. The accumulated depreciation of the system when IBIS Gas Services, LLC
acquired the assets ultimately owned and operated by AgriTex was
$10,765,63.74.
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57.  The original net book cost of the system when IBIS Gas Services, LLC acquired
the assets ultimately owned and operated by AgriTex was $22,024,735.45.

58. The total consideration from IBIS Gas Services, LLC to Atmos West Texas was
$1,250,000.

59.  Anacquisition adjustment of $20,774,735.45 is just and reasonable.
60.  Itis just and reasonable to calculate the cost of service on a system wide basis.

61.  Itis just and reasonable to allocate the cost of service between jurisdictional and
non-jurisdictional customers.

62.  The system wide cash working capital of $428,085 is just and reasonable.
63.  The depreciation rates proposed by AgriTex are just and reasonable.
64.  The proposed system wide rate base of $2,810,872 is just and reasonable.

65.  Itis just and reasonable to allocate $427,654 of the system wide rate base to the
jurisdictional customers for rate setting purposes.

66.  The proposed system wide cost of service of $4,217,277 is just and reasonable.

67. After allocation to the jurisdictional customers, a cost of service of $745,059 is
just and reasonable.

68. The system wide cost of service under current rates of $2,889,330 is just and
reasonable.

69. A revenue deficiency of $1,326,426 is just and reasonable.

70.  After allocation to the jurisdictional customers, a revenue deficiency of
$161,556 is just and reasonable.

71. A $14.75 customer charge and a $0.1221 per Ccf commodity charge for
residential customers is just and reasonable.

72. A $30.00 customer charge and a $0.1026 per Ccf commodity charge for small
commercial customers is just and reasonable.

73. A $110.00 customer charge and a $0.0950 per Ccf for the first 1,000 Ccf and
$0.0600 per Ccf for all over 1,000 Ccf commodity charge for industrial
customers is just and reasonable.
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74. A $45.00 customer charge and a $0.0340 per Ccf commodity charge for public
authority customers is just and reasonable.

75.  The proposed Gas Cost Adjustment Clause is just and reasonable.

76. It is just and reasonable for AgriTex to use an interest rate equal to that set by
the Public Utility Commission each December for Over/Under Charges for the
subsequent year’s calculations of any over or under collections under the Gas
Cost Adjustment clause.

77.  The proposed Miscellaneous Service Charges in the attached tariff are just and
reasonable.

78.  The proposed Line Extension Policy in the attached tariff is reasonable.
Tariffs

79.  Itis reasonable to reference on the tariffs the applicability to the environs for the
Residential, Small Commercial, Industrial and Public Authority service.

80. It is reasonable that each tariff containing the PS Inspection Fee reference the 16
TeX. ADMIN. CoDE § 8.201.

81. It is reasonable that the utility’s deposit policy state that the utility may not
collect a deposit that exceeds one sixth of the estimated annual billings as set out
in § 7.45(C)(ii).

82. It is reasonable that the utility recover the approved cost of service of
$4,217,277, of which $745,059 is applicable to the jurisdictional customers.

83.  Itis just and reasonable that the rates and design for each jurisdictional customer
class identified in Attachment A, recover the $745,059 as follows:

a. Residential
Customer Charge: $14.75
Commodity Charge: $0.1221 per Cef

b. Small Commercial
Customer Charge: $30.00
Commodity Charge: $0.1026 per Ccf
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c. Industrial
Customer Charge: $110.00
Commodity Charge: $0.0950 per Ccf for 1st 1,000 Cef

$0.0600 Per Ccf over 1,000 Ccf

d. Public Authority
Customer Charge: $45.00
Commodity Charge: $0.0340 per Ccf

CONCLUSIONS OF LAW

L AgriTexGas, LP is a “Gas Utility” as defined in TEX. UTIL. CODE ANN.
§101.003(7) (Vernon 2007 & Supp. 2011) and §121.001(2007) and is therefore
subject to the jurisdiction of the Railroad Commission of Texas (Commission).

2, The Commission has jurisdiction over AgriTexGas, LP and its Statement of
Intent (original and amended statement of intent) under TEX. UTIL. CODE ANN,
§§ 102.001, 103.022, 103.054, & 103.055, 104.001, and 104.201 (Vernon 2007
and Supp. 2011).

3 Under TeX. UTIL. CODE ANN. §102.001 (Vernon 2007 and Supp. 2011), 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.

4, This Statement of Intent was conducted in accordance with the requirements of
the Gas Utility Regulatory Act (GURA), and the Administrative Procedure Act,
TEX. Gov'T CODE ANN. §§2001.001-2001.902 (Vernon 2008 and Supp. 2011)
(APA).

a TEx. UTIL. CODE ANN. §104.107 (Vernon 2007 and Supp. 2011) 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.

6. The proposed rates constitute a major change as defined by TexX. UTIL. CODE
ANN. §104.101 (Vernon 2007 and Supp. 2011).

s In accordance with TEX. UTIL. CODE ANN. §104.103 (Vernon 2007 and Supp.
2011), 16 Tex. ADMIN. CODE ANN. §§ 7.230 and 7.235, adequate notice was
properly provided.
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8. In accordance with TEX. UTIL. CODE ANN. §104.102 (Vernon 2007 and Supp.
2011), 16 TEX. ADMIN. CODE ANN. §§ 7.205 and 7.210, AgriTexGas, LP filed its
Statement of Intent to change gas distribution rates.

9. AgriTexGas, LP failed to meet its burden of proof in accordance with the
provisions of TEX. UTIL. CODE ANN. §104.008 (Vernon 2007 and Supp. 2011)
on the elements of its requested rate increase identified in this order.

10.  The revenue, rates, rate design, and service charges proposed by AgriTexGas,
LP are not found to be just and reasonable. The proposed revenue, rates, rate
design, and service charges are 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. 2011).

11.  The revenue, rates, rate design, and service charges proposed by AgriTexGas,
LP, as amended by the Commission and identified in the schedules 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. 2011).

12.  In accordance with the stated purpose of the Texas Utilities Code, Subtitle A,
expressed under TEX. UTIL. CODE ANN. §101.002 (Vernon 2007 and Supp.
2011), the Commission has assured that the rates, operations, and services
established in this docket are just and reasonable to customers and to the
utilities.

13.  The overall revenues as established by the findings of fact and attached
schedules are reasonable; fix an overall level of revenues for AgriTexGas, LP
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. 2011); and otherwise
comply with Chapter 104 of the Texas Utilities Code Annotated.

14.  The revenue, rates, rate design, and service charges proposed will not yield to
AgriTexGas, LP 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. 2011).

15.  The rates established in this docket comport with the requirements of TEX. UTIL.
CoDE ANN. §104.053 (Vernon 2007 and Supp. 2011) and are based upon the
adjusted value of invested capital used and useful, where the adjusted value is a
reasonable balance between the original cost, less depreciation, and current cost,
less adjustment for present age and condition.
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16.

17.

18.

19.

20.

21.

22.

23.

24,

In accordance with TEX. UTIL. CODE ANN. § 104.054 (Vernon 2007 and Supp.
2011) and TEX. ADMIN. CODE § 7.5252, book depreciation and amortization was
calculated on a straight line basis over the useful life expectancy of AgriTexGas’
property and facilities.

The rates established in this case comply with the affiliate transaction standard
set out in TEX. UTIL. CODE ANN. § 104.055 (Vernon 2007 and Supp. 2011).
Namely, in establishing a gas utility’s rates, the regulatory authority may not
allow a gas utility’s payment to an affiliate for the cost of a service, property,
right or other item or for an interest expense to be included as capital cost or an
expense related to gas utility service expect to the extent that the regulatory
authority finds the payment is reasonable and necessary for each item or class of
items as determined by the regulatory authority. That finding must include (1) a
specific finding of reasonableness and necessity to each class of items allowed;
and (2) a finding that the price to the gas utility is not higher than the prices
charged by the supplying affiliate to its other affiliates or divisions or to a
nonaffiliated person for the same item or class of items.

In this proceeding, AgriTexGas, LP has the burden of proof under TEX. UTIL.
CODE ANN. §104.008 (Vernon 2007 and Supp. 2011) to show that the proposed
rate changes are just and reasonable.

Rate case expenses for GUD No. 10021 will be considered by the Commission
in accordance with TEX. UTIL. CODE ANN. §104.008 (Vernon 2007 and Supp.
2011), and 16 TEX. ADMIN. CODE §7.5530 (2008), in a separate proceeding.

It is reasonable for the Commission to allow AgriTexGas, LP to include a
Purchased Gas Adjustment Clause in its rates to provide for the recovery of all
of its gas costs, in accordance with 16 TEX. ADMIN. CODE § 7.5519.

All expenses for lost and unaccounted for gas in excess of 5.0 percent shall be
disallowed, consistent with TEX. ADMIN. CODE § 7.5519.

AgriTexGas, LP 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.

AgriTexGas, LP is required by 16 TEX. ADMIN. CODE § 7.310 to utilize the
Federal Energy Regulatory Commission’s (FERC) Uniform System of Accounts
(USOA) prescribed for natural gas companies.

Under Tex. UtiL. CODE ANN. §§ 102.101, 102.003, and 102.202, the
Commission has the authority to prescribe the records, reports and forms for
reports to be kept by a utility.

Page 10
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IT IS THEREFORE ORDERED that AgriTexGas, LP's 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 on the attached
Schedules for AgriTexGas, LP are APPROVED.

IT IS FURTHER ORDERED that, in accordance with 16 TEX. ADMIN. CODE §7.315,
within 30 days of the date this Order is signed, AgriTexGas, LP 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 and
Tariffs.

IT IS FURTHER ORDERED THAT AgriTexGas, LP SHALL NOT recover more
than its gas cost, limited the recovery of lost and unaccounted for gas losses to a
maximum of 5% and file an annual reconciliation report as provided in the GCA Clause
as set out in the attached tariffs.

IT IS FURTHER ORDERED THAT AgriTexGas, LP SHALL take steps reasonably
necessary to ensure an uninterrupted gas supply at all times for its human needs
customers.

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.

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

Page 11
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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 24™ day of April, 2012.

RAILROAD COMMISSION OF TEXAS
]
/ é o ﬁ—
C ARRY I THERMAN

COMMISSIONER DAVID PORTER

Vondeby Cpre s

COMMISSIONER BUDDY GARCIA

YLLET TS -
‘u\ be,,




ATTACHMENT A

TARIFFS



AgriTexGas, LP
Rate Sheet
Residential Service - Environs

APPLICATION OF SCHEDULE

This schedule is applicable to general use by Residential customers for heating, cooking, refrigeration, water
heating and other similar type uses. This schedule is not available for service to premises with an alternative
supply of natural gas. Service under this schedule shall be furnished in accordance with the Company's General
Rules and Regulations.

MONTHLY RATE

MONTHLY CUSTOMER CHARGE: $14.75
Multiple metered customers will be assessed a single customer charge per month.
MONTHLY COMMODITY RATE:

The price payable by each residential customer for all consumption each month shall be $0.1221 per Ccf
(Commodity Rate), subject to the Cost of Gas Adjustment and other adjustments set forth below.

COST OF GAS ADJUSTMENT:

The customer’s bill shall be adjusted upward (downward) based on the Company’s Cost of Gas Adjustment
Clause.

TAXES:

The Company shall collect from customers on each monthly bill an amount equal to the taxes, fees and other
charges imposed by regulatory or governmental authorities.

PS INSPECTION FEE:

The Company shall pass on the Pipeline Safety Inspection Fee in an amount determined by the Commission for
each service line reported to be in service at the end of each calendar year, pursuant to Texas Utilities Code §
121.211 and Texas Administrative Code § 8.201 of the Commission's Rules and Regulations.

RATE CASE EXPENSE SURCHARGE:

The Company shall recover approved rate case expenses through a surcharge on each customer’s bill. The
surcharge will be collected on a per Ccf basis from customers on each monthly bill.

OTHER SURCHARGES:

The Company shall collect from customers on each monthly bill other surcharges as authorized by federal, state
and local regulatory authorities in accordance with applicable statutes, laws, regulations, ordinances, orders,
rules, contracts, or agreements.

PAYMENT:

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.



AgriTexGas, LP
Rate Sheet
Commercial Service - Environs

APPLICATION OF SCHEDULE

This schedule is applicable to Commercial type customers, including hospitals and churches, for heating,

cooking, refrigeration, water heating and other similar type uses. This schedule is not available for service to
premises with an alternative supply of natural gas. Natural gas supplied is for the individual use of the customer
at one point of delivery and shall not be resold or shared with others. Service under this schedule shall be
furnished in accordance with the Company's General Rules and Regulations.

MONTHLY RATE

MONTHLY CUSTOMER CHARGE: $30.00
Multiple metered customers will be assessed a single customer charge per month.
MONTHLY COMMODITY RATE:

The price payable by each commercial customer for all consumption each month shall be $0.1026 per Ccf
(Commodity Rate), subject to the Gas Cost Adjustment and other adjustments set forth below.

COST OF GAS ADJUSTMENT:

The customer’s bill shall be adjusted upward (downward) based on the Company’s Cost of Gas Adjustment
Clause.

TAXES:

The Company shall collect from customers on each monthly bill an amount equal to the taxes, fees and other
charges imposed by regulatory or governmental authorities.

PS INSPECTION FEE:

The Company shall pass on the Pipeline Safety Inspection Fee in an amount determined by the Commission for
each service line reported to be in service at the end of each calendar year, pursuant to Texas Utilities Code §
121.211 and Texas Administrative Code § 8.201 of the Commission's Rules and Regulations.

RATE CASE EXPENSE SURCHARGE:

The Company shall recover approved rate case expenses through a surcharge on each customer’s bill. The
surcharge will be collected on a per Ccf basis from customers on each monthly bill.

OTHER SURCHARGES:

The Company shall collect from customers on each monthly bill other surcharges as authorized by federal, state
and local regulatory authorities in accordance with applicable statutes, laws, regulations, ordinances, orders,
rules, contracts, or agreements.

PAYMENT:

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.



AgriTexGas, LP
Rate Sheet
Industrial Service - Environs

APPLICATION OF SCHEDULE

This schedule is applicable to the sales to any industrial or commercial customer whose predominant use of
natural gas is other than space heating, cooking, water heating or other similar type uses. This schedule is not
available for service to premises with an alternative supply of natural gas. Natural gas supplied is for the
individual use of the customer at one point of delivery and shall not be resold or shared with others. Service
under this schedule shall be furnished in accordance with the Company's General Rules and Regulations.

MONTHLY RATE
MONTHLY CUSTOMER CHARGE: $110.00
MONTHLY COMMODITY RATE:

The price payable by each industrial customer for consumption each month shall be at the following rates,
subject to the Cost of Gas Adjustment and other adjustments set forth below.

Commodity Charge ($/Ccf)
First 1,000 Ccf $0.0950
Over 1,000 Ccf $0.0600
COST OF GAS ADJUSTMENT:

The customer’s bill shall be adjusted upward (downward) based on the Company’s Cost of Gas Adjustment
Clause.

TAXES:

The Company shall collect from customers on each monthly bill an amount equal to the taxes, fees and other
charges imposed by regulatory or governmental authorities.

PS INSPECTION FEE:

The Company shall pass on the Pipeline Safety Inspection Fee in an amount determined by the Commission for
each service line reported to be in service at the end of each calendar year, pursuant to Texas Utilities Code §
121.211 and Texas Administrative Code § 8.201 of the Commission's Rules and Regulations.

RATE CASE EXPENSE SURCHARGE:

The Company shall recover approved rate case expenses through a surcharge on each customer’s bill. The
surcharge will be collected on a per Ccf basis from customers on each monthly bill.

OTHER SURCHARGES:

The Company shall collect from customers on each monthly bill other surcharges as authorized by federal, state
and local regulatory authorities in accordance with applicable statutes, laws, regulations, ordinances, orders,
rules, contracts, or agreements.

PAYMENT:

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.



AgriTexGas, LP
Rate Sheet
Public Authority Service - Environs

APPLICATION OF SCHEDULE

This schedule is applicable to general use by Public Authority type customers, including public schools, for
heating, cooking, refrigeration, water heating and other similar type uses. This schedule is not available for
service to premises with an alternative supply of natural gas. Natural gas supplied is for the individual use of
the customer at one point of delivery and shall not be resold or shared with others. Service under this schedule
shall be furnished in accordance with the Company's General Rules and Regulations.

MONTHLY RATE

MONTHLY CUSTOMER CHARGE: $45.00
Multiple metered customers will be assessed a single customer charge per month.
MONTHLY COMMODITY RATE:

The price payable by each public authority customer for all consumption each month shall be $0.0340 per Ccf
(Commodity Rate), subject to the Cost of Gas Adjustment and other adjustments set forth below.

COST OF GAS ADJUSTMENT:

The customer’s bill shall be adjusted upward (downward) based on the Company’s Cost of Gas Adjustment
Clause.

TAXES:

The Company shall collect from customers on each monthly bill an amount equal to the taxes, fees and other
charges imposed by regulatory or governmental authorities.

PS INSPECTION FEE:

The Company shall pass on the Pipeline Safety Inspection Fee in an amount determined by the Commission for
each service line reported to be in service at the end of each calendar year, pursuant to Texas Utilities Code §
121.211 and Texas Administrative Code § 8.201 of the Commission's Rules and Regulations.

RATE CASE EXPENSE SURCHARGE:

The Company shall recover approved rate case expenses through a surcharge on each customer’s bill. The
surcharge will be collected on a per Ccf basis from customers on each monthly bill.

OTHER SURCHARGES:

The Company shall collect from customers on each monthly bill other surcharges as authorized by federal, state
and local regulatory authorities in accordance with applicable statutes, laws, regulations, ordinances, orders,
rules, contracts, or agreements.

PAYMENT:

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.



AgriTexGas, LP
Rate Sheet

Miscellaneous Service Charges - Environs

Blind Removed by Customer
Door Tag

Lock Fee (Cut Off By Customer)
Miscellaneous

Meter Set

Meter Set — New Customer
New Customer Set Up
Reconnect Customer Request
Reconnect Delinquent
Relocate Meter — Customer Request
Reconnect Temp Off

Read & Run

Reconnect Seasonal Off

Turn Off — Seasonal

Turn On Shut In

Return Check Fee

Deposit

DURING BUSINESS HOURS

$50.00
$11.25
$71.25
$11.25
$40.00
$40.00
$30.00
$40.00
$71.25
$40.00
$40.00
$15.00
$40.00
$30.00
$30.00
$33.00

AFTER BUSINESS HOURS

$75.00

$16.88

$106.88

$16.88

$60.00

$60.00

$45.00

$60.00

$106.88

$60.00

$60.00

$22.50

$60.00

$45.00

$45.00

$33.00

Not to exceed 1/6™ of the
estimated annual bill, as

adjusted



AgriTexGas, LP
Rate Sheet
Line Extension Policy - Environs

(A) Standards of Construction. AgriTexGas will endeavor to construct, install, operate, and
maintain its plant, equipment, and lines in accordance with the provisions of such codes and
standards as are generally accepted by the industry, as modified by rule or regulation of the
regulatory authority or otherwise by law and in such manner to best accommodate the
public and to prevent interference with service furnished by other public utilities insofar as
practical.

(B) Line Extension and construction charge. When an extension line is necessary from our
existing line to the customer’s property line, the first seventy-five (75) feet will be free of
charge to the customer. AgriTexGas may require, on a non-discriminatory basis, pre-
payment, reimbursement, or adequate security for all costs (including, but not limited to,
materials, labor, allocated overhead, permit costs and right-of-way acquisition costs) of
extending its existing pipeline system to serve a new customer to the extent the extension
would exceed the first seventy-five (75) feet. Costs referenced in this Line Extension Policy
Rate Sheet are actual costs incurred by the utility and include zero mark-up. AgriTexGas will
not receive or charge for any margin, profit or otherwise mark-up the actual cost of
providing service.

AgriTexGas reserves the sole discretion to designate the routes of all new extensions and
the construction materials and manner of fabrication and installation. AgriTexGas may, on a
non-discriminatory basis, provide for refunds, credits or security releases based upon factors
such as additional customers subsequently attaching, the level of sales experience through
the new facility, or other criteria chosen by AgriTexGas. AgriTexGas may apply similar cost
responsibility and arrangements to a customer requesting an increase in capacity of existing
AgriTexGas facilities to accommodate an increase in the customer’s service requirements.



AgriTexGas, LP
Rate Sheet
Cost of Gas Adjustment Clause - Environs

A. APPLICABILITY

Gas bills issued under rate schedules to which this Rider applies will include adjustments to
reflect decreases or increases in purchased gas costs. Any such adjustments shall be filed with
the appropriate regulatory authority before the beginning of the month in which the adjustment
will be applied to bills.

B. 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 other purchased gas expenses.

Commodity Cost - The Cost of Purchased Gas multiplied by the Purchase Sales Ratio.

Cost of Purchased Gas - The estimated cost for gas purchased by the Company from its
supplier 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 commodity 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, and storage necessary
for the movement of gas to the Company's city gate delivery point(s), and associated taxes.

Reconciliation Component — The amount to be returned to or recovered from customers
each month from October through June as a result of the Reconciliation Audit.

Reconciliation Audit - An annual review of the Company's books and records for each twelve
month period ending with the production month of June 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(3) Cost of
Purchased Gas 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) an adjustment, if necessary, for lost and unaccounted for gas during the
period in excess of five (5) percent of purchases.

Purchase/Sales Ratio - A ratio determined by dividing the total volumes purchased for
general service customers during the twelve (12) month period ending June 30 by the sum
of the volumes sold to general service customers 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 5 percent lost and unaccounted for gas.

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



AgriTexGas, LP
Rate Sheet
Cost of Gas Adjustment Clause - Environs

Company's supplier(s) for gas applicable to general service customers as recorded on the
Company's books and records (per Section B(3), (b) the revenues produced by the operation
of this Cost of Gas Clause, (c) refunds, payments, or charges provided for herein or as
approved by the regulatory authority, (d) an adjustment, if necessary, for lost and
unaccounted for gas during the period in excess of five (5) percent of purchases.

8. General Service Customers - those customers served under the Residential, Commercial,
Industrial and Public Authority rate schedules.

C. COST OF 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, plus or minus the amount of interest calculated pursuant to Section E. PAYMENT FOR
FUNDS, if any, shall be divided by the general service sales volumes, adjusted for the effects of
weather for the period beginning with the October billing cycle last preceding through the June
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 October billing cycle and continuing through the next following June billing cycle at
which time it will terminate until a new Reconciliation Component is determined

E. PAYMENT FOR FUNDS

If, on the average, the Company had over-collected during the period, it shall credit into the
Reconciliation Account during September an amount equal to the average balance multiplied by
a percentage representing interest. This percentage shall be the same interest rate percentage
that is set annually each December, for the subsequent calendar year by the Public Utility
Commission for Over/Under Charges. If on the average, the Company had under-collected
during the period, it shall debit into the Reconciliation Account during September an amount
equal to the average balance multiplied by a percentage representing interest. This percentage
shall be the same interest rate percentage that is set annually by the Public Utility Commission
for Over/Under Charges.
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Rate Sheet
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F. SURCHARGE OR REFUND PROCEDURES

In the event that the rates and charges of the Company's supplier are retroactively reduced and
a refund of any previous payments is made to the Company, the Company shall make a similar
refund to its general service customers. Similarly, the Company may surcharge its general
service customers for retroactive payments made for gas previously delivered into the system.
Any surcharge or refund amount will be included in the Reconciliation Account. Refunds or
charges shall be entered into the Reconciliation Account as they are collected from or returned
to the customers. For the purpose of this Section F, the entry shall be made on the same basis
used to determine the refund or surcharge component of the Cost of Gas and shall be subject to
the calculation set forth in Section E. PAYMENT FOR FUNDS.

G. COST OF GAS STATEMENT

The Company shall file a Cost of Gas Statement with the Regulatory Authority by the beginning
of each billing month. (The Company shall file such initial statement as soon as is reasonably
possible). 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 amount of the cost of gas caused by any
surcharge or refund; (d) the Reconciliation Component; and (e) the Cost of Gas calculation. The
statement shall include all data necessary for the Regulatory Authority to review and verify the
calculation 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.

H. ANNUAL RECONCILIATION REPORT

The Company shall file an Annual Reconciliation 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 listed by account or type of gas, supplier and source by month for the twelve
months ending June 30. 2. A tabulation of gas units sold to general service customers and
related Cost of Gas Clause revenues. 3. A description of all other costs and refunds made during
the year and their effect on the Cost of Gas Clause to date. This report shall be filed concurrently
with the Cost of Gas Statement for October.



ATTACHMENT B

COST OF SERVICE
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SERVICE LIST
Gas Utilities Docket No. 10021
Statement of Intent to Establish Initial Rates in Armstrong,
Bailey, Borden, Briscoe, Carson, Castro, Cochran, Crosby,
Dawson, Deaf Smith, Dickens, Donley, Floyd, Gaines, Garza, Hale, Hall,
Hockley, Kent, Lamb, Lubbock, Lynn, Motley, Oldham, Parmer,
Potter, Randall, Swisher, Terry and Yoakum Counties, Texas
Examiner: Cecile Hanna
Co Examiner: Mark Brock

Mark Evarts
PARTIES REPRESENTATIVE
Mr. Norman Smith Mr. Karl J. Nalepa, President
Managing Partner : RJ Covington Consulting, LLC
3A£ ;;TSXS?JS, LPA S 11044 Research Blvd., Suite D-230
aK Lawn Ave., sulte Austin, TX 78759
Dallas, TX 75219 512-331-4949, Ext. 105

214-526-6273 512-331-5743 (fax)

Railroad Commission of Texas Jamie Nielson
John Pierce Griffin (hand deliver) 7000 N. Mo-Pac Expressway
Assistant Director of Appellate Law 2™ Floor
Railroad Commission of Texas Austin. TX 78731
1701 N. Congress 512-514-6400
oBox 1 2957 512-514-6401 fax
ustin, Texas 78711-2967
512.475.3433
512.463.6684 fax

john.griffin@rrc.state.tx.us
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