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STATEMENT OF THE CASE

The Statement of Intent filed by Bluebonnet Natural Gas, Inc. at the Railroad
Commission, and the various municipalities served by it, seeks to implement uniform residential
and commercial rates. The various rates applied in the service area have been in effect since at
least 2008. BNG sought an overall base rate revenue increase, excluding gas costs, of $146,079.
In the twelve (12) months ending March 31, 2012, BNG had a total revenue requirement of
$724,018, excluding gas costs.

An agreed settlement between BNG and Railroad Commission Staff was entered into on
October 22, 2012. Based on the evidence presented in this case, the Examiners find that a
prospective base revenue increase of $97,075 and miscellaneous service charge revenue increase
$3,676 would be reasonable, and thus, the proposed increase is just and reasonable. The
Examiners recommend that the applicant’s proposed Residential and Commercial customer rates
and tariffs be approved as reflected in the settlement agreement filed on October 23, 2012. The
Examiners also recommend that the applicant's schedules be approved, as set forth in the
settlement agreement filed on October 23, 2012 and adopted by the Examiners.

L Procedural History

On July 20, 2012 Bluebonnet Natural Gas (BNG) filed with the Railroad Commission of
Texas (Commission) a Statement of Intent to increase rates. That matter was docketed as Gas
Utilities Docket No. 10196. On July 27, 2012 Commission Staff intervened. On October 8, 2012,
BNG filed its Petition for De Novo Review of the Denial of the Statement of Intent filed by
Bluebonnet Natural Gas, LLC by the City of Devers, Texas and the case was docketed as GUD
No. 10215. On October 8, 2012, BNG filed its Petition for De Novo Review of the Denial of the
Statement of Intent filed by Bluebonnet Natural Gas, LLC. by the City of Mt. Enterprise, Texas
and that case was docketed as GUD No. 10214. Those cases were consolidated into GUD No.
10196.

The company provided notice of this proceeding to each customer of BNG by U.S. Mail
on September 12, 2012. Protest where filed on September 17 and 19, and October 23, 2012 and a
letter notifying the Protestants of the status of these proceedings was issued on October 25, 2012.
Staff filed a motion to intervene. No other motions to intervene were filed in the case.
Prehearing conferences were held on September 10, 2012. A settlement agreement was filed on
October 23, 2012 (Settlement Agreement). A copy of the agreement is attached to the Proposed
Final Order. A notice of hearing was issued on October 25, 2012. A hearing was convened on
November 8, 2012, At the hearing, evidence and testimony was submitted by BNG in support of
its rate request. The following documents were admitted into the record:

e BNG and Railroad Commission Staff Settlement Agreement, filed on October
23, 2012. Examiners’ Exhibit No. 1;

e Mr. Karl Nalepa’s affidavit on the application request directed to the City of
Nome. Examiners’ Exhibit No.2,;

e The Rate Case Expense affidavit of Mr. Karl Nalepa for actual expenses through
September 30, 2012. Examiners’ Exhibit No. 3;
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Schedules Supporting Settlement Agreement, Examiners’ Exhibit No. 4.

The Commission’s record of filings in GUD No. 10196 including Statement of
Intent and supporting documents, including the prefiled testimony and
supplemental testimony of Mr. Karl Nalepa Examiners’ Exhibit No.5

As initially filed, BNG proposed to increase base revenues by approximately $146,079
per year over current revenues. BNG requested a Residential customer charge of $18.00 and a
volumetric rate of $9.4600 per Mcf. BNG also requested a Commercial customer charge of
$35.00 and a volumetric rate of $9.4600 per Mcf,! For the reasons set forth below, the
Examiners find that the proposed Residential and Commercial customer rates as set out in the
Settlement Agreement of a Residential customer charge of $18.00 and a volumetric rate of
$0.826 per Ccf and a Commercial customer charge of $35.00 and a volumetric rate of $0.826 per
Ccf are just and reasonable and recommend that the proposed rates be approved.

11. Jurisdiction

The Commission has jurisdiction over BNG 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 2008). 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.

III.  Discussion of the Proposed Rate Increase
A. Background

BNG serves 1,125 residential and 70 commercial, in the following counties: Hardin,
Jefferson, Liberty, Nacogdoches, Rusk and Tyler.2 BNG also provides service to certain non-
jurisdictional agricultural customers. The current rate schedules for all BNG customers within
the Commission’s jurisdiction in the unincorporated and rural areas of Hardin, Jefferson, Liberty,

Nacogdoches, Rusk and Tyler Counties, Texas where previously set in GUD 9810 in November
2008.

B. Test Year Data

The Statement of Intent noted that the proposed rates were based upon the twelve-month
period ending March 31, 2012, updated for known changes and conditions. In BNG’s initial
filing and at the hearing on October 8, 2012, BNG asserted that the annualized cost of services
for the test year ending March 31, 2012 established a revenue requirement of $724,018. Table 1

below provides a summary of the company’s cost of service analysis provided in the initial
filing.

! Statement of Intent, p. 3 & Schedule D, p. 8, In. 8010.
21d.p. 3.
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Table 1°
Cost of Service

Expense Amount Source in COS Study
1 | O&M Expenses $521,155 | Line 3034
2 | Depreciation Expense $97,776 | Line 3036
3 | Tax: other than Income Tax $44,322 | Line 3040
4 | Federal Income Tax $6,988 | Line 8017 + Line 8016
5 | Interest on Customer Deposit $64 | Line 3041
6 | Rate Base: $511,551 Line 2032

x Return : 10.50%

$53,713 | Line 7004

8 | Total Revenue Requirement $724,018 | Sum of Lines 1 — 7

C. Comparison to Last Rate Proceeding

The Examiners have evaluated the cost of service in BNG’s last rate proceeding. Table
2, provides a comparison of the cost of service elements established in this proceeding compared
to the cost of service elements established in GUD No. 9810.

Table 2
Cost of Service Comparison
GUD No. 9810 and Current Filing

Expense Amount | Source in COS Study | GUD No. 9810 | Source
; 9810 Schedule
1 | O&M Expenses $521,155 | Line 3034 $568,739 | Line 3030
2 | Depreciation Expense $97,776 | Line 3036 $77,448 | Line 3031
3 | Tax: other than . $44,322 | Line 3040 $39,184 | Line 3038
Income Tax
4 | Federal Income Tax $6,988 | Line 8017 + Line $(29,194) | Line 5017
8016 )
5 | Interest on Customer $64 | Line 3041 $1,624 | Line 3039
Deposit
6 | Rate Base: $511,551 Line 2032 Line 7004
x Return : 10.50% Effective
$53,713 | Line 7004 $43,538 | 9.27% Return
8 | Total Revenue $724,018 | Sum of Lines | — 7 $701,339 | Sum of Lines
Requirement 1-7

3 Statement of Intent and Supporting Schedules, Examiners® Exhibit 1. A copy of the full cost of service study is attached as
Exhibit 1.
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As Table 2 reveals the company’s a cost of service increased by approximately $22,679.

The total customer count for residential and commercial customers has decreased by
about 5.7% since the last rate proceeding. In that case BNG had 1,196 residential customers and
72 commercial customers. In the cost of service study provided in this proceedings the company
established that it had 1,125 residential customers and 70 commercial customers. This 5.7%
decrease in the total customer count has had an impact on the company’s billing determinants
and ultimately its total revenues.

A comparison of the filing and the Final Order in GUD No. 9810 reveals that while BNG
calculated a revenue increase, the company also has established a substantial decrease in the total
volumes sold:

Table 3
Natural Gas Volume Sold (Mcf)
Comparison between GUD No. 9910 and Current Proceeding

Customer Class GUD No. 9910° GUD No. 10196’ Change/Decrease

Residential 43,194 Mcf 32,727 Mcf (10,467) Mcf
Commercial 6,966 Mcf 4,907 Mcf (2,059) Mcf
Total 50,160 Mcf 37,643 Mcf (12,526) Mcf

The overall change in volume represents a nearly a 25% decrease in volumes.

The total number of bills issued has also decreased. In GUD No. 9810, the company
calculated that it issued 14,792 bills. In this proceeding the company calculated that it issued
14,340 bills. This is a decrease of 452 bills, or a 3% decrease in the number of bills. Based upon
these these billing determinants the company estimated that its current test-year operating
revenues totaled $577,939.5

A comparison of the proposed revenue requirement, totaling $724,018, and the current
revenues of $577,939 reveals that the company seeks an increase of $146,079 over current rates.

D. Affiliate Transactions

Guadalupe Management Company is comprised of three individuals who provide service to
BNG. BNG asserted that Guadalupe Management provided the following services to BNG:

payroll, accounting and billings services,

employee management and supervision services,

gas purchase and management of the gas supply,

coordination of purchases of all materials and supplies,
management oversight of inventories, and field operations, and

4 GUD No. 9810, Final Order, Schedules, KIN-1,
5 Statement of Intent, Schedule A
6 Statement of Intent, Schedule D, In. 6004.
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e responses to customers’ complaints and inquiries.

Without the services provided by Guadalupe management, BNG would be required to
employ additional staff and incur this labor, administrative and general expense directly.
Obtaining these services through a management company results in more flexibility to BNG’s
cash management activities. BNG provided evidence to show that the overall operations and
maintenance expense, which includes the same services provided by Guadalupe Management
Company (whether through a management company or utility company) is comparable to other
similarly situated companies. Guadalupe Management Company does not provide service to
other companies or entities. The Commission previously reviewed the fees charged to BNG by
Guadalupe Management Company in GUD No. 9810 and found that affiliate expenses related to
management fees were just and reasonable and the rate charged for service to the gas utility are
not higher than prices charged by the supplying affiliate to its other affiliates or divisions.”’
BNG seeks recovery of $111,276 for the management fees of Guadalupe Management
Company.8

The services charged by Guadalupe Management Company have not changed since the
Final Order in GUD No. 9810, however the amount of recovery by BNG for the services charged
by Guadalupe Management Company has been reduced. Since the number of customers served
by BNG is less than in 2008 when it’s last rate increase was approved, BNG is now seeking $11,
950 less for fees attributed to Guadalupe Management Company and in 2008.

The Examiners find that the services provided by the management company appear to be
reasonable for the amount charged and included in this cost of service. The Examiners find that
the expenses related to Guadalupe Management Company are just and reasonable. Furthermore,
the rates charged for these services are not higher than the prices charged by the supplying

affiliate to its other affiliates or divisions or to non-affiliated person for the same item or class of
items.

E. Settlement Agreement

The Settlement Agreement in this case was filed on October 23, 2012. Pursuant to the
terms of the Settlement Agreement BNG anticipates a change in revenues of $678,688. The
agreement represents a reduction to the requested cost of service of $45,330. This represents a
decrease to the overall revenue requirement of approximately 6%. Instead of an overall increase
of $146,079 over current rates, BNG’s increase will be limited to $100,749. Thus, the

Settlement Agreement represents a decrease of approximately 31% of the original increase
requested.

By its terms, the Settlement Agreement is a “black settlement.” Thus, particular changes
to the cost of service are not identifiable. The Examiners find, however, that the evidence in this
case established a cost of service of $724,018. Thus, the Examiners are of the opinion that an
overall revenue requirement of $678,688 is just and reasonable.

7 Supp. Dir. Testimony of KIN p. 3.
81d.p.3
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F. Miscellaneous Service Fees and Rate Design

As noted above, the proposed rate increase included in the Statement of Intent and the
Public Notice issued in this case indicated that the overall revenues would increase by $145,907.
The adjustments recommended by the Examiners and as set forth in the Settlement Agreement
would result in an overall revenue increase of $100,749. Accordingly, the Examiners recommend

that the Commission approve the proposed rates, which would allow the utility the opportunity to
recover $678,688.

BNG provides service to agricultural customers who are not regulated by the
Commission. The test year revenues from those non-jurisdictional customers totaled $91,751.
The company also recovers other revenues from miscellaneous service fees.

The company has also requested a change to its miscellaneous service charges. Mr.
Nalepa testified that the miscellaneous service charges varied by location within the BNG
service territory. BNG purchased the gas distribution system from Panther Natural Gas
Company, Ltd. (“PNG”) on January 1, 2008 and the fees charged by PNG were adopted by
BNG. In GUD No. 9810 BNG sought, and the Commission approved, the consolidation of base
rate charges. BNG did not request a modification of the Miscellaneous Service Charges at that
time because of the complexity of the rate base modification. BNG now seeks to consolidate the
Miscellaneous Service Charges. A copy of the change to the Miscellaneous Service Charges is
attached as Exhibit 2. The total miscellaneous service fee revenues were $3,676.

The remaining revenue requirement encompassed by the Settlement Agreement
$586,929, must be recovered from base rates.” The proposed rate for residential customers is an
$18.00 customer charge and a $8.26 per Mcf volumetric charge. The proposed rate for
commercial customers is a $35.00 customer charge and a $8.26 per Mcf volumetric charge. The
impact of the proposed change on the residential customers is set at Table 4, out below:

Table 4°
Customer Bill Impact
Ccf Percentage
Change
10 16.30%
20 16.11%
30 15.99%
40 15.91%
50 15.85%
60 15.81%
70 15.77%
80 15.75%
90 15.72%
100 . 15.71%

7 $586,929 (Base Rate Revenues) + $3,676 (Miscellaneous Service Fees) + $91,751 (Non-jurisdictional revenues) = $682,356.
8 See Examiners’ Schedule, attached as Exhibit 3.
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Table 4 represents the percentage increase in their bill that will be experienced by the residential
customers. An average residential customer who consumes 60 Ccf will experience an increase

of approximately 15.81% in the new bill. Specifically, the base bill will change from $56.88 to
$67.56.

The Examiners find that the proposed rate design is just and reasonable. The increase
experienced by the customer in this case is due primarily to the decrease in both the total number
of bill and the volumes sold during the test year. While BNG’s filing established an increase in
the overall cost of service since the last rate case, the settlement agreement eliminates that
increase. The Examiners find that the company’s proposed rate design is just and reasonable.

G. Rate Case Expenses

a. Introduction

Rule 7.5530 provides that in any rate proceeding, any utility and/or municipality claiming
reimbursement for its rate case expenses pursuant to Texas Utilities Code, § 103.022(b), shall
have the burden to prove the reasonableness of such rate-case expenses by a preponderance of
the evidence. Each gas utility and/or municipality shall detail and itemize all rate case expenses
and allocations. Each entity seeking recovery of rate-case expenses must provide evidence
showing the reasonableness of the cost of all professional services, including but not limited to:

(1) the amount of work done;

(2) the time and labor required to accomplish the work;

(3) the nature, extent, and difficulty of the work done;

(4) the originality of the work;

(5) the charges by others for work of the same or similar nature; and

(6) any other factors taken into account in setting the amount of the compensation.

Furthermore, Commission rules mandate that in determining the reasonableness of the rate-case
expenses, the Commission shall consider all relevant factors including but not limited to those
set out previously, and shall also consider whether the request for a rate change was warranted,
whether there was duplication of services or testimony, whether the work was relevant and
reasonably necessary to the proceeding, and whether the complexity and expense of the work
was commensurate with both the complexity of the issues in the proceeding and the amount of
the increase sought as well as the amount of any increase granted.

BNG filed detailed reports related to the rate-case expense requests. BNG filed an
affidavit in support of the request attesting to the reasonableness of the rates charged, that no
expenses were charged for any luxury items, that there are no first-class air fare or charges for
use of non-commercial aircraft, no luxury hotel charges, no limousine service, no unreasonable
meal charges, no charges for sporting events, alcoholic drinks or other entertainment.



GUD Docket No. 10196 ) | ) Page 9
Proposal for Decision

The Examiners reviewed all billings, invoices and evidence submitted by BNG. The
Examiners recommend no adjustment to invoices submitted by BNG. The Examiners have found
no evidence of double-billing, excess charges, inappropriate documentation of work, excessive
entertainment and dining expenses. All of the expenses incurred were reasonably necessary to
the underlying proceeding and this rate-case expense docket.

a. Overall Request

The total actual and estimated rate case expenses of BNG were $33,281.42.* These
amounts are set forth in Table 5 below. Pursuant to the Settlement Agreement entered into
between BNG and Staff on October 22, 2012, BNG reduced the Rate Case Expenses it is seeking
recovery for to $25,000.00.°

Table 5
Rate Case Expense Request
Party Actual Settlement Agreement
Recovery
BNG $33,281.42 $25,000.00

BNG demonstrated $33,281.42 in rate case expenses. This amount was not based upon
actual test-year expenses. Instead it was based upon actual expenses, submitted as part of the
agree settlement and supported by the affidavit of Karl Nalepa submitted during the hearing on
November 8, 2012, Pursuant to the terms of the Settlement Agreement BNG is seeking to
recover $25,000.00 in rate case expenses. The Examiners find that BNG has met its burden to
establish that these are reasonable expenses. As stated by the witnesses on behalf of BNG, the
$25,000 is an agreed to reduction in the actual figure of $34,281.42. The schedule is for the
recovery of rate case expenses shall be in effect beginning on or after December 1, 2012, for an
eighteen month period or until all approved expenses are collected. The price payable by each
customer for all consumption each month will be $ 0.0446 Ccf® to recover the rate case expenses.
The Examiners recommend that the requested rate case expenses be approved.

* Examiners Exhibit 3
5 Settlement Agreement Exhibit 1
¢ 1d.
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IV. Conclusion

The Examiners recommend that the rate increase agreed to by BNG and Staff and set
forth in the Settlement Agreement filed with the Commission on October 23, 2012 be approved.
Further, the Examiners recommend that the schedules, as set forth in the Settlement Agreement
be approved.

Issued this 16th day of November, 2012.

Respectfully submitted,

TN (lls

Randall D. Collins
Hearing Examiner
Hearings Division

41“4 u»A
cNne nics

Hearing Examiner
Hearings Division
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{ ) BLUEBONNET NATURAL GAS - EXHIBIT NO. | 4 SCHEDULEM
} Miscelianeous Service Charges PAGE 1 OF5
Current Service Fee
Raywood, Nome, Mt. Enterprise Douglas

Hull & Devers & Environs Environs Wildwood
Institution of Service - Read Meter $10.00 $25.00 $25.00 $25.00
Institution of Service - Set Meter $10.00 $40.00 $40.00 $25.00
Customer requested reading of a meter for any purpose other than $7.50 NA NA $5.00
initiation of service
Customer Requested Meter Test 275 cu. Ft/ hr or less $15.00 $40.00 $40,00 $25.00
Customer Requested Meter Test 276-1500 cu. Ft/hr $20.00 $40.00 $40.00 $25.00
Customer Requested Meter Test 1501-3000 cu. Ft/hr $25.00 $40.00 $40,00 $25.00
Customer Requested Meter Test 3001-5000 cu. Ft/hr $35.00 $40.00 $40.00 $25.00
Customer Requested Meter Test over 5000 cu. Ft/hr $50.00 $40.00 $40.00 $25.00
Customer Requested Meter Test - Orifice Meters $30.00 $40.00 $40.00 $25.00
Customer Requested Meter Test - Outside of normal range NA N\C N\C N\C
Restore Service after termination for non-payment $15.00 $35.00 $35.00 $30.00
After Hours Reconnect Fee $25.00 NA NA NA
Meter Tampering $25.00 $25.00 $25.00 $50.00
Replace or re-build meter Installatl?n damaged by someone other NA $75/hr + Costs $75/hr NA
than gas dept.: Requiring construction crew
Replace or re-build meter installation damaged by someone other
th:n gas dept.: Not requiring constructlon crew NA $25/hr + Costs  525/hr + Casts b
Repair damaged meters and regulators. Damage to top cover and/or NA $25 + Costs $25 + Costs 15.00
index (Broken seal)
Repair damaged meters and regulators. Damage in excess of top NA $50+ Costs 450 + Costs NA
cover and/or index
Damage to regulator NA NA 25.00 NA
Change residential meter location at customer request, normal NA $75.00 $75.00 NA
conditions
Re-route or extend yard lines under normai conditions (1 1/4 or NA $2.50/ft $2.50/f NA
smaller)
Yard & service lines - Service Lines - No Charge Yard lines 1 1/4 or NA $2.50/ft $2.50/ft Customer
smaller Responsible
Tap Charge NA $125.00 $125.00 Variable
Set Meter at Existing tap NA $25.00 $25.00 NA
Labor for ail other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) A $55/hr $55/hr NA
Labor for all other service work on Customer's instaliation (no charge
for leak check or biil inquiry) (one hour minimum) Fee for each NA $27/hr $27/hr NA
additional 1/2 hr after 1st hour
Labor for all other service work on Customer's Installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays, NA $75/hr $75/hr NA
holidays, after hours call-outs.
Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,
hoiidays, after hours call-outs. Fee for each additional 1/2 hour afte:l NA 335/hr 335/hr NA
1st hour.
Deposits Residential NA $100.00 $100.00 $50.00
Deposlts Commercial NA $100.00 $100.00 $50.00
Turning service on or off at customers request (per trip} NA $25.00 $25.00 $20.00
Returned Check Charge $10.00 $25.00 $25.00 $25.00
Collection Call, Missed Appointment, or second re-read $7.50 $15.00 $15.00 NA
Transfer Fee NA NA NA $15.00
Late Payment NA 10% 10% 10%
On-line Transaction Fee $3.25 $3.25 $3.25 $3.25
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{ ) BLUEBONNET NATURAL GAS - EXHIBIT NO./
Miscellaneous Service Charges

Institution of Service - Read Meter

Institution of Service - Set Meter

Customer requested reading of a meter for any purpose other than
Initiation of service

Customer Requested Meter Test 275 cu. Ft/ hr or less

Customer Requested Meter Test 276-1500 cu. Ft/hr

Customer Requested Meter Test 1501-3000 cu. Ft/hr

Customer Requested Meter Test 3001-5000 cu. Ft/hr

Customer Requested Meter Test over 5000 cu. Ft/hr

Customer Requested Meter Test - Orifice Meters

Customer Requested Meter Test - Outside of normal range

Restore Service after termination for non-payment

After Hours Reconnect Fee

Meter Tampering

Replace or re-build meter instailation damaged by someone other
than gas dept.: Requiring construction crew

Replace or re-build meter installation damaged by someone other
than gas dept.: Not requiring constructlon crew

Repair damaged meters and regulators. Damage to top cover and/or
Index (Broken seal)

Repair damaged meters and regulators. Damage in excess of top
cover and/or index

Damage to regulator

Change residential meter location at customer request, normal
conditions

Re-route or extend yard lines under normal conditlons (1 1/4 or
smaller)

Yard & service lines - Service Lines - No Charge Yard lines 1 1/4 or
smaller

Tap Charge

Set Meter at Existing tap

Labor for all other service work on Customer's instailation (no charge
for leak check or bill inquiry) (one hour minimum)

Labor for all other service work on Customer's Installation {no charge
for leak check or bill Inquiry) (one hour minimum) Fee for each
additional 1/2 hr after 1st hour

Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs.

Labor for all other service work on Customer's instailation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs, Fee for each additional 1/2 hour after
1st hour.

Deposits Residential

Deposits Commercial

Turning service on or off at customers request (per trip)

Returned Check Charge

Collection Call, Missed Appointment, or second re-read

Transfer Fee ’

Late Payment

On-line Transaction Fee

) SCHEDULE M
. PAGE 2 0F 5
Current MSC Code
Raywood, Nome, Mt. Enterprise Douglas
Hull & Devers & Environs Environs Wildwood
1 15 40 67
2 20 45 77
13 NA NA 71
3 20 45 77
4 20 45 77
5 20 45 77
6 20 45 77
7 20 45 77
8 20 45 77
NA 21 46 77
11 16 41 68
12 NA NA NA
14 17 42 76
NA 22 a7 NA
NA 23 48 NA
NA 26 &28 51 69
NA 27 52 NA
NA NA 53 NA
NA 24 49 NA
NA 29 54 NA
NA 30 55 78
NA 31 56 65
NA 25 50 NA
NA 32 57 NA
NA 33 58 NA
NA 34 &35 59 & 60 NA
NA 36 61 NA
NA 39 64 66
NA 39 64 66
NA 18 43 73&74
9 37 62 70
10 19 44 NA
NA NA NA 72
NA 38 63 75
NA NA NA NA



) BLUEBONNET NATURAL GAS - EXHIBIT NO. { ) SCHEDULE M
Miscellaneous Service Charges PAGE3 OF 5

) Proposed Service Fee

Raywood, Nome, Mt. Enterprise Douglas

_ Hull & Devers & Environs Environs Wildwood
1 Institution of Service - Read Meter $50.00 $50.00 $50.00 $50.00
2 Institution of Service - Set Meter $75.00 $75.00 $75.00 $75.00
3 Customer requested reading of a meter for any purpose other than $20.00 $20.00 $20.00 $ 20.00
Initiation of service
4 Customer Requested Meter Test 275 cu. Ft/ hr or less $40.00 $40.00 $40.00 $40.00
5 Customer Requested Meter Test 276-1500 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
6 Customer Requested Meter Test 1501-3000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
7 Customer Requested Meter Test 3001-5000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
8 Customer Requested Meter Test over 5000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
9 Customer Requested Meter Test - Orifice Meters $40.00 $40.00 $40.00 $40.00
10 Customer Requested Meter Test - Outside of normal range N\C N\C N\C N\C
11 Restore Service after termination for non-payment $40.00 $40.00 $40.00 $40.00
12 After Hours Reconnect Fee $60.00 $60.00 $60.00 $60.00
13 Meter Tampering $125.00 $125.00 $125.00 $125.00
Replace or re-build meter Instaliation damaged by someone other
14 $75/hr + Costs  $75/hr+Costs $75/hr + Costs  $75/hr + Costs

than gas dept.: Requiring construction crew
Replace or re-build meter installation damaged by someone other

15 than gas dept.: Not requiring construction crew $25/hr+Costs  $25/hr+ Costs  $25/hr + Costs  $25/hr + Costs
16 .Repalr damaged meters and regulators. Damage to top cover and/or $25 + Costs $25 + Costs §25 + Costs $25 + Costs
index (Broken seal)
ird .D i f
17 Repair amag.ed meters and regulators. Damage in excess of top $50 + Costs $50 + Costs $50 + Costs $50 + Costs
cover and/or index
18 Damage to regulator $25 + Costs $25 + Costs $25 + Costs $25 + Costs
19 Change residential meter location at customer request, normal $75.00 $75.00 $75.00 $75.00
conditions
20 Re-route or extend yard lines under normal conditions (1 1/4 or $3.00/ft $3.00/#t $3.00/ft $3.00/ft
smaller)
”n :;rad“:rservlce lines - Service Lines - No Charge Yard lines 1 1/4 or $3.00/ft $3.00/#t $3.00/ft $3.00/ft
22 TapCharge $250.00 $250.00 $250.00 $250.00
23 Set Meter at Existing tap $25.00 $25.00 $25.00 $25.00
]
i
2 Labor for all other service work on Customer's installation (no charge $55/hr $55/hr $55/hr $55/hr

for leak check or bill inquiry) (one hour minimum)

Labor for ali other service work on Customer's instailation (no charge
25 for leak check or bill inquiry) {one hour minimum) Fee for each $27/hr $27/hr $27/hr $27/hr

additional 1/2 hr after 1st hour

Labor for ali other service work on Customer's instaliation (no charge
26 for leak check or bill inquiry) {one hour minimum) Saturdays, Sundays, $75/hr $75/hr $75/hr $75/hr
holidays, after hours cail-outs.
Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,

2 holidays, after hours call-cuts. Fee for each additional 1/2 hour after $35/he 335/hr 335/hr 335/hr
1st hour.

28 Deposits Residential $100.00 $100.00 $100.00 $100.00
29 Deposits Commercial $250.00 $250.00 $250.00 $250.00
30 Turning service on or off at customers request (per trip) $25.00 $25.00 $25.00 $25.00
31 Returned Check Charge $30.00 $30.00 $30.00 $30.00
32 Collection Call, Missed Appointment, or second re-read $15.00 $15.00 $15.00 $15.00
33 Transfer Fee $15.00 $15.00 $15.00 $15.00
34 late Payment NA NA NA NA
35 On-line Transaction Fee $3.25 $3.25 $3.25 $3.25
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Proposal for Decision

Exhibit 2
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- BLUEBONNET NATURAL GAS - EXHIBIT NO. 1 SCHEDULEM
( ) Miscellaneous Service Charges ) PAGE 10F3
Current Service Fee
Raywood, Nome,  Mt. Enterprise Douglas
Hull & Devers & Environs Environs Wildwood
institution of Service - Read Meter $10.00 $25.00 $25.00 $25.00
Institution of Service - Set Meter $10.00 $40.00 $40.00 $25.00
Customer requested reading of a meter for any purpose other than $7.50 NA NA $5.00
Initiation of service
Customer Requested Meter Test 275 cu. Ft/ hr or less $15.00 $40.00 $40.00 $25.00
Customer Requested Meter Test 276-1500 cu. Ft/hr $20.00 $40.00 $40.00 $25.00
Customer Requested Meter Test 1501-3000 cu. Ft/hr $25.00 $40.00 $40.00 $25.00
Customer Requested Meter Test 3003-5000 cu. Ft/hr $35.00 $40.00 $40.00 $25.00
Customer Requested Meter Test over 5000 cu. Ft/hr $50.00 $40.00 $40.00 $25.00
Customer Requested Meter Test - Orifice Meters $30.00 $40.00 $40.00 $25.00
Customer Requested Meter Test - Outside of normal range NA N\C N\C N\C
Restore Service after termination for non-payment $15.00 $35.00 $35.00 $30.00
After Hours Reconnect Fee $25.00 NA NA NA
Meter Tampering $25.00 $25.00 $25.00 $50.00
Replace or re-build meter installation damaged by someone other
than gas dept.: Requiring construction crew NA 375/hr + Costs 375/hr NA
Replace or re-build meter installation damaged by someone other
than gas dept.: Not requiring construction crew NA 525/hr + Costs  $25/hr + Costs NA
Repair damaged meters and regulators. Damage to top cover and/or NA $25 + Costs $25 + Costs 15.00
index {Broken seal)
Repair damaged meters and regulators. Damage in excess of top NA $50 + Costs $50 + Costs NA
cover and/or index
Damage to regulator NA NA 25.00 NA
Change residential meter location at customer request, normal NA $75.00 $75.00 NA
conditions
Re-route or extend yard lines under normal conditions (1 1/4 or NA $2.50/kt $2.50/ft NA
smaller)
Yard & service lines - Service Lines - No Charge Yard lines 1 1/4 or NA $2.50/kt $2.50/ft Customer
smaller Responsible
Tap Charge NA $125,00 $125.00 Variable
Set Meter at Existing tap NA $25.00 $25.00 NA
Labor for all other service work on Customer's installation (no charge
for leak check or biil inquiry) {one hour minimum) NA $55/hr $55/hr NA
Labor for all other service work on Customer's Installation (no charge
for leak check or bill inquiry) (one hour minimum) Fee for each NA $27/hr 827/hr NA
additional 1/2 hr after 1st hour
Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays, NA $75/hr $75/hr NA
holidays, after hours call-outs.
Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) {one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs. Fee for each additional 1/2 hour after NA $35/hr $35/hr NA
1st hour,
Deposits Residential NA $100.00 $100.00 $50.00
Deposits Commercial NA $100.00 $100.00 $50.00
Turning service on or off at customers request (per trip) NA $25.00 $25.00 $20.00
Returned Check Charge $10.00 $25.00 $25.00 $25.00
Coliection Call, Missed Appointment, or second re-read $7.50 $15.00 $15.00 NA
Transfer Fee NA NA NA $15.00
Late Payment NA 10% 10% 10%
On-line Transaction Fee $3.25 $3.25 $3.25 $3.25
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BLUEBONNET NATURAL GAS - EXHIBIT NO. 1 -
f ) Miscellaneous Service Charges

Institution of Service - Read Meter

Institution of Service - Set Meter

Customer requested reading of a meter for any purpose other than
Initiation of service

Customer Requested Meter Test 275 cu. Ft/ hr or less

Customer Requested Meter Test 276-1500 cu. Ft/hr

Customer Requested Meter Test 1501-3000 cu. Ft/hr

Customer Requested Meter Test 3001-5000 cu. Ft/hr

Customer Requested Meter Test over 5000 cu. Ft/hr

Customer Requested Meter Test - Orifice Meters

Customer Requested Meter Test - Outside of normal range

Restore Service after termination for non-payment

After Hours Reconnect Fee

Meter Tampering

Replace or re-build meter installation damaged by someone other
than gas dept.: Requiring construction crew

Replace or re-build meter installation damaged by someone other
than gas dept.: Not requiring construction crew

Repair damaged meters and regulators. Damage to top cover and/or
index (Broken seal)

Repair damaged meters and regulators. Damage in excess of top
cover and/or index

Damage to regulator

Change residential meter location at customer request, normal
conditions

Re-route or extend yard lines under normal conditions (1 1/4 or
smaller)

Yard & service lines - Service Lines - No Charge Yard lines 1 1/4 or
smaller

Tap Charge

Set Meter at Existing tap

Labor for all other service work on Customer's Installation {no charge
for leak check or bill inquiry) (one hour minimum)

Labor for all other service work on Customer's installation {no charge
for leak check or bill inquiry) {one hour minimum) Fee for each
additional 1/2 hr after 1st hour

Labor for all other service work on Customer's installation (no charge
for leak check or bill Inquiry) (one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs.

Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs. Fee for each additional 1/2 hour after
1st hour.

Deposits Residential

Deposits Commercial

Turning service on or off at customers request (per trip)

Returned Check Charge

Collection Call, Missed Appointment, or second re-read

Transfer Fee

Late Payment

On-line Transaction Fee

SCHEDULEM
PAGE 2 OF 3
Current MSC Code
Raywood, Nome, Mt. Enterprise  Douglas
Hull & Devers & Environs Environs Wiidwood

1 15 40 67

2 20 45 77
13 NA NA 71

3 20 45 77

4 20 45 77

5 20 45 77

6 20 45 77

7 20 45 77

8 20 45 77
NA 21 46 77
11 16 41 68
12 NA NA NA
14 17 42 76
NA 22 47 NA
NA 23 48 NA
NA 26 &28 51 69
NA 27 52 NA
NA NA 53 NA
NA 24 49 NA
NA 29 54 NA
NA 30 55 78
NA 31 56 65
NA 25 50 NA
NA 32 57 NA
NA 33 58 NA
NA 34&35 59 & 60 NA
NA 36 61 NA
NA 39 64 66
NA 39 64 66
NA 18 43 73& 74

9 37 62 70
10 19 44 NA
NA NA NA 72
NA 38 63 75
NA NA NA NA



W o N & W N

P e
w N B o

[y
»

15

16

17
18
19

20

21

22
23

24

25

26

27

28
29
30
31
32
33
34
35

BLUEBONNET NATURAL GAS - EXHIBIT NO. 1 SCHEDULEM
; ﬂ) Miscellaneous Service Charges (& PAGE 3 OF 3
Proposed Service Fee
Raywood, Nome, M. Enterprise Douglas

Hull & Devers & Environs Environs Wildwood
Institution of Service - Read Meter $50.00 $50.00 $50.00 $50.00
institution of Service - Set Meter $75.00 $75.00 $75.00 $75.00
Customer requested reading of a meter for any purpose other than $20.00 $20.00 $20.00 $20.00
initiatlon of service
Customer Requested Meter Test 275 cu. Ft/ hr or less $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test 276-1500 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test 1501-3000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test 3001-5000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test over 5000 cu. Ft/hr $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test - Orifice Meters $40.00 $40.00 $40.00 $40.00
Customer Requested Meter Test - Outside of normal range N\C N\C N\C N\C
Restore Service after termination for non-payment $40.00 $40.00 $40.00 $40.00
After Hours Reconnect Fee $60.00 $60.00 $60.00 $60.00
Meter Tampering $125.00 $125.00 $125.00 $125.00
Replace or re-build meter installation damaged by someone other
than gas dept.: Requlring construction crew $75/hr +Costs  $75/hr + Costs  $75/hr + Costs $75/hr + Costs
Replace or re-build meter installation damaged by someone other
than gas dept.: Not requiring construction crew $25/hr+ Costs  $25/hr + Costs  $25/hr + Costs  $25/hr + Costs
Repair damaged meters and regulators. Damage to top cover and/or
Index (Broken seal) $25 + Costs $25 + Costs $25 + Costs $25 + Costs
Repair damaged meters and regulators. Damage In excess of top
cover and/or index $50 + Costs $50 + Costs $50 + Costs $50 + Costs
Damage to regulator $25 + Costs $25 + Costs $25 + Costs $25 + Costs
Change residential meter location at customer request, normal
conditions $75.00 $75.00 $75.00 $75.00
Re-route or extend yard lines under normal conditions (1 1/4 or
amaller] Y 1/ $3.00/ft $3.00/ft $3.00/ft $3.00/ft
Yard & service lines - Service Lines - No Charge Yard lines 1 1/4 or
sl & / $3.00/ft $3.00/ft $3.00/ft $3.00/ft
Tap Charge $250.00 $250.00 $250.00 $250.00
Set Meter at Existing tap $25.00 $25.00 $25.00 $25.00
Labor for all other service work on Customer's Installation (no charge
for leak check or bill inquiry) (one hour minimum) 555/hr 555/hr $55/hr $55/hr
Labor for ail other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Fee for each $27/hr $27/hr $27/hr $27/hr
additional 1/2 hr after 1st hour
Labor for all other service work on Customer's installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays, $?5/hr $75/hr $75/hr $75/hr
holidays, after hours call-outs.
Labor for ail other service work on Customer's Installation (no charge
for leak check or bill inquiry) (one hour minimum) Saturdays, Sundays,
holidays, after hours call-outs, Fee for each additional 1/2 hour after $35/hr $35/hr $35/hr $35/hr
1st hour.
Deposits Residential $100.00 $100.00 $100.00 $100.00
Deposits Commercial $250.00 $250.00 $250.00 $250.00
Turning service on or off at customers request (per trip) $25.00 $25.00 $25.00 $25.00
Returned Check Charge $30.00 $30.00 $30.00 $30.00
Collection Call, Missed Appointment, or second re-read $15.00 $15.00 $15.00 $15.00
Transfer Fee $15.00 $15.00 $15.00 $15.00
Late Payment NA NA NA NA
On-line Transaction Fee $3.25 $3.25 $3.25 $3.25
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BEFORE THE
RAILROAD COMMISSION OF TEXAS

STATEMENT OF INTENT FILED BY §
BLUEBONNET NATURAL GAS,LLC, §
TO INCREASE RATES IN HARDIN, § GAS UTILITIES DOCKET NO. 10196
JEFFERSON,LIBERTY, § AND CONSOLIDATED CASES
NACOGDOCHES, RUSK AND TYLER §
COUNTIES, TEXAS §

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. 2012). The Railroad Commission of Texas adopts the following
findings of fact and conclusions of law and orders as follows:

FINDINGS OF FACT

1. Bluebonnet Natural Gas, LLC, (“Bluebonnet”) is a gas utility as that term is defined in

the Texas Utility Code and is subject to the jurisdiction of the Railroad Commission of
Texas (Commission).

2. On July 20, 2012, Bluebonnet filed a Statement of Intent to change gas utility rates in

Hardin, Jefferson, Liberty, Nacogdoches, Rusk and Tyler Counties served by the
Bluebonnet. The filing was docketed as GUD No. 10196.

3. Bluebonnet proposed that the increased rates become effective on August 24, 2012,

4, On August 21, 2012, the Commission suspended the implementation of Bluebonnet’s
proposed rates for up to 150 days.

S. Bluebonnet extended the proposed effective date of the proposed rates, thereby extending
the statutory deadline to January 21, 2013.

6. Bluebonnet filed a municipal Statement of Intent with 3 cities: Mt. Enterprise, Devers
and Nome (Affected Cities) served by Bluebonnet on August 27 and 28, 2012.

7 The City of Devers denied the proposed rate increase on September 11, 2011 and the City
of Mt. Enterprise denied the proposed rate increase on September 26, 2011. The City of

Nome provided no record of taking any action on the purposed rate increase by
Bluebonnet.
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8.

Bluebonnet filed the following timely Petitions for De Novo Review of the denial of the
Statement of Intent by the municipalities of Devers and Mt. Enterprise that denied that
rate request:

a. GUD No. 10214, Petition for De Novo Review of the Denial of the Statement of
Intent Filed by Bluebonnet by the City of M. Enterprise on October 8, 2012.

b. GUD No. 10215, Petition for De Novo Review of the Denial of the Statement of
Intent Filed by Bluebonnet by the City Devers on October 8,2012.

9, On October 8, 2012, Bluebonnet filed a Motion to Consolidate GUD No.] 0214 and GUD
No.10215 into GUD No. 10196,

10. On October 11, 2012, GUD No. 10214 and GUD No. 10215 were consolidated into GUD
No. 10196.

11. On July 27, 2012, Staff of the Railroad Commission of Texas (Staff) intervened in this
proceeding.

12.  Protest were filed with the Commission regarding the proposed new rate schedules on
September 17 and 19, and October 23, 2012; no subsequent motions to intervene were
filed in this proceeding.

Notice

13, Notice of the filing in this proceeding was provided to all customers served by U.S. Mail
on September 12, 2012.

14.  BNG’s publication of notice meets the statutory and rule requirements of notice for the
proposed increase of $145,907 and the proposed rates of a $18.00 customer charge and a
volumetric rate of $9.46 per Mcf for residential customers and a $35.00 customer charge
and a volumetric rate of $9.460 per Mcf for commercial customers. Additionally,
Bluebonnet’s notice stated a desire to ‘implement a surcharge to recover its reasonable
and necessary rate case expenses.”

Test Year

15.  The test year in this case was the 12-month period ending March 31, 2012.

Books and Records

Fine] Order
10/30/2012 3.30 PM

S:\DATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft.docx
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16.

17.

Bluebonnet 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.

Bluebonnet has 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.

Hearing and Settlement,

18.

19.

20.

21.

22

A prehearing conference was held on September 10, 2012.

On October 23, 2012, the following parties filed a Settlement Agreement: Bluebonnet
and Staff. The Settlement Agreement is attached to this Final Order as Attachment A.

A notice of hearing was issued on October 25, 2012.
The hearing on the merits in this matter was conducted from November 8, 2012.

The evidentiary record was closed on November 9, 2012.

Overall Revenue Requirements

23.

24,

25.

26.

27.

28.

29.

30.

Final Order
10/30/2012 3:30 PM

There are approximately 1,125 Residential, and 70 Commercial class customers that
will be affected by Bluebonnet’s rate changes.

Since BNG’s last rate proceeding the total customer count has decreased from 1,268 to
1,195.

The 5.7% decrease in the total customer count has contributed to a decrease in the
company’s billing determinants: Volumes sold have decreased by 25% and the total

number of bills have decreased by 3%.

An overall revenue requirement, as reflected in the attached Settlement Agreement, of
$678,688 is just and reasonable.

The company originally requested an increase of $146,079, excluding gas costs, over
current revenues.

The Settlement Agreement of the parties limits the proposed increase to $100,751 and is
a decrease of $45,330 of the increase originally requested.

The Settlement Agreement reflects a decrease of approximately 31% of the original
increase requested.

The overall capital structure reflected in the Settlement Agreement of 52.00% Owner’s

S \DATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft.docx
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31.

32.

33.

34.

35.

38.

39.

40.

41.

42,

43,

45.

Final Order
10/30/2012 330 PM

Equity and 48.00% debt is just and reasonable.

A cost of long-term debt, as reflected in the Settlement Agreement for BNG of 7.65%
percent is reasonable.

A return on equity, as reflected in the Settlement Agreement of 10.25% is just and
reasonable.

An overall rate of return of 9.00% is just and reasonable.
The revenues generated by the rates encompassed in the Settlement Agreement will result
in a prospective base revenue increase of $97,075 and miscellaneous service charge

revenue increase of $3,676 for a total increase of $100,751to the company’s revenues.

The proposed rates set out below are just and reasonable:

(Incorporated and Unincorporated Areas)

Customer Class Customer Charge Consumption Charge
Residential $18.00 $0.826 per Ccf
Commercial $35.00 $0.826 per Ccf

The Miscellaneous Service Charges as set forth in the Settlement Agreement in GUD No.
10196 are just and reasonable.

The total actual rate case expenses of BNG are $33,281.42. As set forth in the Settlement
Agreement between BNG and Staff, filed with the Commission on October 23, 2012,
BNG limits its recovery of rate case expenses to $25,000.

Although BNG has established $33,281.42 in actual rate case expenses, $25,000 in rate
case expenses are just and reasonable.

Recovery of rate case expenses over an eighteen (18) month period, at a rate of $0.0446
Ccf beginning December 1, 2012 for all consumption is reasonable.

Allocation based upon customer count is reasonable and consistent with Commission
precedent and allocation of other utility expenses is just and reasonable.

Based upon the allocations set forth in Findings of Fact Nos. 39 through 42, the total
amount of rate case expenses to be recovered by BNG not to exceed $25,000 from the
municipalities and environs is just and reasonable.

Based upon the allocations set forth in Findings of Fact Nos. 39 through 42, a rate
case expenses surcharge of $0.0446 per Ccf on all volumes sold until the entire rate
case expenses are collected, but in no event shall that amount collected exceed $25,000

SADATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft docx
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10.

Final Order
10/30/2012 3.30 PM

is just and reasonable.

CONCLUSIONS OF LAW

Bluebonnet Natural Gas, LLC, (“Bluebonnet”) is a Gas Utility as defined in TEX. UTIL.
CODE ANN. §101.003(7) (Vernon 2007 and Supp. 2012) and §121.001(Vernon 2007) and

is therefore subject to the jurisdiction of the Railroad Commission (Commission) of
Texas.

The Commission has jurisdiction over Bluebonnet and Bluebonnet’s Statement of Intent
under TEX. UTIL. CODE ANN. §§ 102.001, 103.022, 103.054, & 103.055, 104.001,
104.001 and 104.201 (Vernon 2007).

Under TEX. UTIL. CODE ANN. §102.001 (Vernon 2007 and Supp. 2012), 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 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 ef seq. (Vernon 2008 and Supp. 2012) (APA).

Tex. UTtiL. CODE ANN. §104.107 (Vernon 2007 and Supp. 2012) 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.

The proposed rates constitute a major change as defined by TEX. UTIL. CODE ANN.
§104.101 (Vernon 2007 and Supp. 2012). -

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.

In accordance with TEX. UTIL. CODE ANN. §104.102 (Vernon 2007 and Supp. 2012), 16

TEX. ADMIN. CODE ANN. §§ 7.205 and 7.210, Bluebonnet filed its Statement of Intent to
change gas distribution rates.

In this proceeding, Bluebonnet has the burden of proof under TEX. UTIL. CODE ANN.

§104.008 (Vernon 2007 and Supp. 2012) to show that the proposed rate changes are just
and reasonable.

Bluebonnet met its burden of proof in accordance with the provisions of TEX. UTIL. CODE

ANN. §104.008 (Vernon 2007 and Supp. 2012) on the elements of its requested rate
increase identified in this order.

S\DATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft.docx
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11.

12.

13.

14.

15.

16.

17.

Final Order
10/30/2012 3:30 PM

The revenue, rates, rate design, and service charges proposed by Bluebonnet are 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. 2012).

The revenue, rates, rate design, and service charges proposed by Bluebonnet, 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. 2012).

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

The overall revenues as established by the findings of fact and attached schedules are
reasonable; fix an overall level of revenues for Bluebonnet 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.
2012); 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 Bluebonnet
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. 2012).

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
between the original cost, less depreciation, and current cost, less adjustment for present
age and condition.

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. 2012). 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.

S\DATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft docx
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18.  In any rate proceeding, any utility and/or municipality claiming reimbursement for
its rate case expenses pursuant to Texas Utilities Code, §103.022(b), shall have the
burden to prove the reasonableness of such rate case expenses by a preponderance of
the evidence. Evidence must be provided related to, but not limited to, the amount of
work done, the time and labor required to accomplish the work, the nature, extent, and
difficulty of the work done, the originality of the work, the charges by others for work of
the same or similar nature, and any other factor taken into account in setting the amount
of the compensation. 16 Tex. Admin. Code 7.5530(a).

19.  Section 104.003(a) provides that a rate may not be unreasonably preferential, prejudicial,
or discriminatory but must be sufficient, equitable, and consistent in application to each
class of consumer. In establishing a gas utility’s rates, the Commission “may treat as a
single class two or more municipalities that a gas utility serves if the [Clommission
considers that treatment to be appropriate.”

20.  Bluebonnet 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.

21.  Bluebonnet has established that the company’s books and records conform with 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 and
Bluebonnet is thus entitled to the presumption that the amounts included therein are
reasonable and necessary in accordance with Commission Rule 7.503.

IT IS THEREFORE ORDERED that Bluebonnet's proposed schedule of rates are 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 reflected in the attached Settlement Agreement and
shown on the attached tariffs for Bluebonnet 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, Bluebonnet 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.

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

10/30/2012 3:30 PM
S:ADATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft.docx
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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 day of December, 2012.

RAILROAD COMMISSION OF TEXAS

CHAIRMAN BARRY T. SMITHERMAN

COMMISSIONER DAVID PORTER

COMMISSIONER BUDDY GARCIA

ATTEST:

SECRETARY

Final Order
10/30/2012 3:30 PM
S \DATA\GULP\WP\Pending Dockets\10196\10196 Final Order (Settlement) draft.docx
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SETTLEMENT AGREEMENT
BETWEEN BLUEBONNET NATURAL GAS, LLC
AND STAFF OF THE RAILROAD COMMISSION OF TEXAS
IN GAS UTILITIES DOCKET NO. 10196

WHEREAS, this settlement agreement is entered into by Bluebonnet Natural Gas, LLC
(“Bluebonnet”) and the Staff of the Railroad Commission of Texas (“Staff); and

WHEREAS, on July 20, 2012, Bluebonnet filed with the Railroad Commission of Texas
(“Commission”) an application, hereafter referred to as the 2012 Rate Filing, to adjust rates
under the provisions of Subchapter C of Section 104 of the Texas Utilities Code and the rules of
the Gas Services Division of the Railroad Commission; and

WHEREAS, concurrent rate filings have been made with the cities of Mt. Enterprise,
Nome, and Devers, who have denied the proposed rate adjustments and whose rates have been
consolidated with the 2012 Rate Filing; and

WHEREAS, proper notice has been made to all affected customers; and

WHEREAS, Staff has analyzed and proposed adjustments to the rates proposed by
Bluebonnet in its 2012 Rate Filing; and

WHEREAS, Staff have engaged in discovery regarding the issues in dispute; and

WHEREAS, this Settlement Agreement resolves all issues between Bluebonnet and Staff
(“the Signatories”) regarding the 2012 Rate Filing, which is currently pending before the
Commission, in a manner that the Signatories believe is consistent with the public interest; and

WHEREAS, the Signatories agree that resolution of this docket by settlement agreement
will significantly reduce the amount of reimbursable rate case expenses associated with this
docket; and

WHEREAS, the Signatories believe that the resolution of the issues raised in 2012 Rate
Filing can best be accomplished by the Commission approving this Settlement Agreement and
the rates, terms and conditions reflected in the tariffs attached to this Settlement Agreement as
Exhibit A;

NOW, THEREFORE, in consideration of the mutual agreements and covenants
established herein, the Signatories, through their undersigned representatives, agree to the
following Settlement Terms as a means of fully resolving all issues between the Staff and
Bluebonnet involving the 2012 Rate Filing:
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Settlement Terms

1.

Upon the execution of this Settlement Agreement, Signatories will recommend that an
Order be issued to approve this Settlement Agreement and implement the rates, terms
and conditions reflected in the tariffs attached to this Settlement Agreement as Exhibit
A. Said tariffs should allow Bluebonnet an additional, prospective $97,075 in annual
base revenue and $3,676 in miscellaneous service charge revenue by implementation
of rates shown in the proof of revenues attached as Exhibit B and specified on the
tariffs in Exhibit A.

Signatories agree that the revenue increase is a “black box” figure and is not tied to
any specific expense in Bluebonnet’s underlying cost of service. The Signatories
further agree that the rates, terms and conditions reflected in Exhibit A to this
Settlement Agreement comply with the rate-setting requirements of Chapter 104 of the
Texas Utilities Code. The gas rates, terms and conditions established by this
Settlement Agreement shall, subject to the Commission’s approval, be effective for
bills rendered on and after November 1, 2012.

Signatories agree to the following customer charges and consumption charges for
customers served by Bluebonnet. These rates are reflected in the rate schedules
attached as Exhibit A.

Customer Class Customer Charge Consumption Charge
Residential $18.00 $0.826 per Ccf
Commercial $35.00 $0.826 per Ccf

On a prospective basis, Bluebonnet will utilize a service life of 40 years for
distribution mains investment (account 376) in calculating depreciation expense.

Signatories agree that the terms of this Settlement Agreement provide Bluebonnet a
reasonable opportunity to earn a reasonable return on the utility’s invested capital used
and useful in providing service to the public in excess of its reasonable and necessary
operating expenses, TEX. UTIL. CODE § 104.051.

Signatories agree that the terms of this Settlement Agreement establish a rate that does
not yield more than a fair return on the adjusted value of the invested capital used and
useful in providing service to the public as shown below.

Capital Structure
Owner’s Equity: 52.00%
Debt: 48.00%
Return on Equity: 10.25%
Cost of Debt: 7.65%
Rate of Return: 9.00%



10.

11.

12.

13.

14.

3 6

Signatories agree that the charges for the service provided by Guadalupe Management,
an affiliate of Bluebonnet, are reasonable and necessary. Signatories agree that the
prices to Bluebonnet by Guadalupe Management are not higher than the prices
charged by Guadalupe Management to its other affiliates or divisions or to a non-
affiliated person for the same item or class of items pursuant to TEX. UTIL. CODE §
104.055.

Signatories agree that the Settlement Agreement does not include expenses for
business gifts, entertainment, charitable donations, legislative advocacy, advertising
expense that exceeds one-half of 1 percent of the gross receipts of the utility, funds for
support or membership in social, recreational, fraternal, or religious organizations
pursuant to TEX. UTIL. CODE § 104.057 and TEX. ADMIN. CODE § 7.5414.

Signatories agree that the Purchased Gas Adjustment Tariff does not allow for
recovery of more than 5% unaccounted for gas loss and does not allow for recovery of
more than actual gas cost pursuant to TEX. ADMIN. CoDE § 7.5519.

Signatories agree that rate base reflects an acquisition adjustment (goodwill) and an
adjustment for contributions in aid of construction. These adjustments serve to reduce
rate base.

Signatories agree that it is reasonable to allow Bluebonnet to implement a rate
surcharge to recover rate case €Xpenses of $25,000. Interest will not be added to the
unrecovered rate case expense balance. The surcharge will be $0.0446 per Ccf on all
volumes sold until the entire rate case expense amount is collected, but in no event
shall the amount collected exceed $25,000.

Signatories agree that the terms of the Settlement Agreement are interdependent and
indivisible, and that if the Commission issues an Order that is inconsistent with this
Settlement Agreement, then either Signatory may withdraw without being deemed to
have waived any procedural right or to have taken any substantive position on any fact
or issue by virtue of that Signatory’s entry into the Settlement Agreement or its
subsequent withdrawal.

Signatories agree that neither this Settlement Agreement nor any oral or written
statements made during the course of settlement negotiations may be used for any
purpose other than as necessary to support the entry by the Commission of an Order
implementing this Settlement Agreement.

Signatories agree that this Settlement Agreement is binding on each Signatory only for
the purpose of settling the issues set forth herein and for no other purposes, and, except
to the extent the Settlement Agreement governs a Signatory’s rights and obligations
for future periods, this Settlement Agreement shall not be binding or precedential upon
a Signatory outside this proceeding.
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15. Signatories agree to support and seek Commission approval of this Settlement
Agreement.

16. Signatories agree that this Settlement Agreement may be executed in multiple
counterparts and may be filed with facsimile signatures.

Agreed to this_22. day of October, 2012.

BLUEBONNET NATURAL GAS, LLC

i Qo Comgge

Rene Garza
President

Agreed to this 2 yday of October, 2012.

ATTORNEY FOR RAILROAD COMMISSION STAFF
Mo -
By: / g

/&

Jokd Pierce Griffin
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Tariffs
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Rate Sheet
Residential Customers

Environs

APPLICATION OF SCHEDULE

1. TARIFF APPLICABILITY - Bluebonnet Natural Gas, LLC is a gas utility operating within the State of Texas. This
tariff is applicable to the unincorporated environs of Devers, Douglass, Hull, Nome, Mt. Enterprise, Raywood,
and Wildwood. Service under this Tariff is subject to the original jurisdiction of the Railroad Commission of
Texas. The Company will provide service to any person and/or business within its service area in accordance
with the prices, terms, and conditions provided for in its Tariff and regulations.

2. RATE SCHEDULES - All Customers shall be served under rate schedules filed with the Railroad Commission of
Texas. Customers shall be assigned to rate schedules in accordance with the class of the particular Customer, the
usage which will be made of the gas and that Customer's volume requirements. The Company shall advise the
Applicant or customer regarding the most advantageous rate for his usage if more than one rate is applicable. A
Customer assigned to a rate schedule shall remain on that schedule for a minimum of one year except that an
assignment made in error may be corrected immediately. In the event of a question regarding the Customer's
classification, the questions shall be resolved by reference to the coding of the Customer's primary business in
the latest edition of the Standard Industrial Classification Manual of the United States Government's Office of
Management and Budget.

3. DEFINITIONS — The following definitions shall apply to the indicated words as used in this Tariff:
Company: Bluebonnet Natural Gas, LLC.

Applicant: Any person, organization or group of persons or organizations making a formal request either orally
or in writing for gas service from the Company.

Customer: Any person or organization now being billed for gas service whether used by him or her, or by
others.

The Commission: The Railroad Commission of Texas.
The Regulatory Authority: The Railroad Commission of Texas.

Consumer: Any person or organization receiving and using gas from the Company for his or her own appliances
or equipment whether or not the gas is billed directly to him or her, or to a second party. (For example, in the
case of a rental unit where the utilities are part of the rent, the landlord is a Customer and the tenant is a
Consumer.)

Domestic Service: Service to any consumer which consists of gas used directly for heating, air conditioning,
cooking, water heating and similar purposes whether in single or multiple dwelling units.

Commercial Service: Service to Consumers engaged primarily in the sale or furnishing of goods and services and
any usage not otherwise provided for.

Agricultural Farm Service and Irrigation or Irrigation Pumping Service: Service to Consumers engaged in
agricultural production (SIC Division A - Major Group 01) who use gas for operating engine driven pumping
equipment.

1
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General Rate Schedule: Arate schedule available to ail Customers of the appropriate class or classes for usages
indicated therein.

Special Rate Schedule: Arate schedule designed for a specific customer, but usually available to others of the
same class similarly situated through negotiations with the Company.

MONTHLY RATE

M —

MINIMUM MONTHLY: $18.00 monthly meter fee;
$0.8260 per CCF cost of service usage rate;
plus CGA

COST OF GAS ADJUSTM ENT (CGA): See Cost of Gas Adjustment Tariff.

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 the bill per Ccf. The
surcharge per Ccf will be collected monthly from the customer asa separate line item on the customer’s
bill.

OTHER SURCHARGES

The Company shall recover other surcharges as authorized by federal, state and local regulatory
authorities in accordance with applicable statutes, laws, regulations, ordinances, orders, rules,
contracts, or agreements as a separate line item on the customer’s bill.

PAYMENT

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



Bluebonnet Natural Gas, LLC
Rate Sheet
Residential Customers
Incorporated Areas

APPLICATION OF SCHEDULE

1. TARIFF APPLICABILITY - Bluebonnet Natural Gas, LLC is a gas utility operating within the State of Texas. This
tariff is applicable to the incorporated municipalities of Devers, Nome and Mt. Enterprise. Service under this
Tariff is subject to the original jurisdiction of the municipalities of Devers, Nome and Mt. Enterprise. The
Company will provide service to any person and/or business within its service area in accordance with the
prices, terms, and conditions provided for in its Tariff and regulations.

2. RATE SCHEDULES - All Customers shall be served under rate schedules filed with the Municipality. Customers
shall be assigned to rate schedules in accordance with the class of the particular Customer, the usage which will
be made of the gas and that Customer's volume requirements. The Company shall advise the Applicant or
customer regarding the most advantageous rate for his usage if more than one rate is applicable. A Customer
assigned to a rate schedule shall remain on that schedule for a minimum of one year except that an assignment
made in error may be corrected immediately. In the event of a question regarding the Customer's classification,
the questions shall be resolved by reference to the coding of the Customer's primary business in the latest
edition of the Standard Industrial Classification Manual of the United States Government's Office of
Management and Budget.

3. DEFINITIONS — The following definitions shall apply to the indicated words as used in this Tariff:
Company: Bluebonnet Natural Gas, LLC.

Applicant: Any person, organization or group of persons or organizations making a formal request either orally
or in writing for gas service from the Company.

Customer: Any person or organization now being billed for gas service whether used by him or her, or by
others.

The Commission: The Railroad Commission of Texas.
The Regulatory Authority: City Council of the City of Devers, City of Nome, and the City of Mt. Enterprise.

Consumer: Any person or organization receiving and using gas from the Company for his or her own appliances
or equipment whether or not the gas is billed directly to him or her, or to a second party. (For example, in the
case of a rental unit where the utilities are part of the rent, the landlord is a Customer and the tenant is a
Consumer.)

Domestic Service: Service to any consumer which consists of gas used directly for heating, air conditioning,
cooking, water heating and similar purposes whether in single or multiple dwelling units.

Commercial Service: Service to Consumers engaged primarily in the sale or furnishing of goods and services and
any usage not otherwise provided for.

Agricultural Farm Service and Irrigation or Irrigation Pumping Service: Service to Consumers engaged in
agricultural production (SIC Division A - Major Group 01) who use gas for operating engine driven pumping
equipment.
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General Rate Schedule: A rate schedule available to all Customers of the appropriate class or classes for usages
indicated therein.

Special Rate Schedule: A rate schedule designed for a specific customer, but usually available to others of the
same class similarly situated through negotiations with the Company.

MONTHLY RATE

MINIMUM MONTHLY: $18.00 monthly meter fee;
$0.8260 per CCF cost of service usage rate;
plus CGA

COST OF GAS ADJUSTMENT (CGA): See Cost of Gas Adjustment Tariff.

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 the bill per Ccf. The
surcharge per Ccf will be collected monthly from the customer as a separate line item on the customer’s
bill.

OTHER SURCHARGES

The Company shall recover other surcharges as authorized by federal, state and local regulatory
authorities in accordance with applicable statutes, laws, regulations, ordinances, orders, rules,
contracts, or agreements as a separate line item on the customer’s bill.

PAYMENT

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.
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Bluebonnet Natural Gas, LLC
Rate Sheet
Commercial Customers
Environs

APPLICATION OF SCHEDULE

1. TARIFF APPLICABILITY - Bluebonnet Natural Gas, LLC is a gas utility operating within the State of Texas. This
tariff is applicable to the unincorporated environs of Devers, Douglass, Hull, Nome, Mt. Enterprise, Raywood,
and Wildwood. Service under this Tariff is subject to the original jurisdiction of the Railroad Commission of
Texas. The Company will provide service to any person and/or business within its service area in accordance
with the prices, terms, and conditions provided for in its Tariff and regulations.

2. RATE SCHEDULES - All Customers shall be served under rate schedules filed with the Railroad Commission of
Texas. Customers shall be assigned to rate schedules in accordance with the class of the particular Customer, the
usage which will be made of the gas and that Customer's volume requirements. The Company shall advise the
Applicant or customer regarding the most advantageous rate for his usage if more than one rate is applicable. A
Customer assigned to a rate schedule shall remain on that schedule for a minimum of one year except that an
assignment made in error may be corrected immediately. In the event of a question regarding the Customer's
classification, the questions shall be resolved by reference to the coding of the Customer's primary business in
the latest edition of the Standard Industrial Classification Manual of the United States Government's Office of
Management and Budget.

3. DEFINITIONS — The following definitions shall apply to the indicated words as used in this Tariff:
Company: Bluebonnet Natural Gas, LLC.

Applicant: Any person, organization or group of persons or organizations making a formal request either orally
or in writing for gas service from the Company.

Customer: Any person or organization now being billed for gas service whether used by him or her, or by
others.

The Commission: The Railroad Commission of Texas.
The Regulatory Authority: The Railroad Commission of Texas.

Consumer: Any person or organization receiving and using gas from the Company for his or her own appliances
or equipment whether or not the gas is billed directly to him or her, or to a second party. (For example, in the
case of a rental unit where the utilities are part of the rent, the landlord is a Customer and the tenant is a
Consumer.)

Domestic Service: Service to any consumer which consists of gas used directly for heating, air conditioning,
cooking, water heating and similar purposes whether in single or multiple dwelling units.

Commercial Service: Service to Consumers engaged primarily in the sale or furnishing of goods and services and
any usage not otherwise provided for.

Agricultural Farm Service and Irrigation or Irrigation Pumping Service: Service to Consumers engaged in
agricultural production (SIC Division A - Major Group 01) who use gas for operating engine driven pumping
equipment,

1
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General Rate Schedule: A rate schedule available to all Customers of the appropriate class or classes for usages
indicated therein.

Special Rate Schedule: Arate schedule designed for a specific customer, but usually available to others of the
same class similarly situated through negotiations with the Company.

MONTHLY RATE

MINIMUM MONTHLY: $35.00 monthly meter fee;
$0.8260 per CCF cost of service usage rate;
plus CGA

COST OF GAS ADJUSTMENT (CGA): See Cost of Gas Adjustment Tariff.

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 the bill per Ccf. The
surcharge per Ccf will be collected monthly from the customer as a separate line item on the customer’s
bill.

OTHER SURCHARGES

The Company shall recover other surcharges as authorized by federal, state and local regulatory
authorities in accordance with applicable statutes, laws, regulations, ordinances, orders, rules,
contracts, or agreements as a separate line item on the customer’s bill.

PAYMENT

Al bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.
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Bluebonnet Natural Gas, LLC
Rate Sheet
Commercial Customers

Incorporated Areas

APPLICATION OF SCHEDULE

1. TARIFF APPLICABILITY - Bluebonnet Natural Gas, LLC is a gas utility operating within the State of Texas. This
tariff is applicable to the incorporated municipalities of Devers, Nome and Mt. Enterprise. Service under this
Tariff is subject to the original jurisdiction of the municipalities of Devers, Nome and Mt. Enterprise. The
Company will provide service to any person and/or business within its service area in accordance with the
prices, terms, and conditions provided for in its Tariff and regulations.

2. RATE SCHEDULES - All Customers shall be served under rate schedules filed with the Municipality. Customers
shall be assigned to rate schedules in accordance with the class of the particular Customer, the usage which will
be made of the gas and that Customer's volume requirements. The Company shall advise the Applicant or
customer regarding the most advantageous rate for his usage if more than one rate is applicable. A Customer
assigned to a rate schedule shall remain on that schedule for a minimum of one year except that an assignment
made in error may be corrected immediately. In the event of a question regarding the Customer's classification,
the questions shall be resolved by reference to the coding of the Customer's primary business in the latest
edition of the Standard Industrial Classification Manual of the United States Government's Office of
Management and Budget.

3. DEFINITIONS — The following definitions shall apply to the indicated words as used in this Tariff:
Company: Bluebonnet Natural Gas, LLC.

Applicant: Any person, organization or group of persons or organizations making a formal request either orally
or in writing for gas service from the Company.

Customer: Any person or organization now being billed for gas service whether used by him or her, or by
others.

The Commission: The Railroad Commission of Texas.
The Regulatory Authority: City Council of the City of Devers, City of Nome, and the City of Mt. Enterprise.

Consumer: Any person or organization receiving and using gas from the Company for his or her own appliances
or equipment whether or not the gas is billed directly to him or her, or to a second party. (For example, in the
case of a rental unit where the utilities are part of the rent, the landlord is a Customer and the tenant is a
Consumer.)

Domestic Service: Service to any consumer which consists of gas used directly for heating, air conditioning,
cooking, water heating and similar purposes whether in single or multiple dwelling units.

Commercial Service: Service to Consumers engaged primarily in the sale or furnishing of goods and services and
any usage not otherwise provided for.

Agricultural Farm Service and Irrigation or Irrigation Pumping Service: Service to Consumers engaged in
agricultural production (SIC Division A - Major Group 01) who use gas for operating engine driven pumping
equipment.

1
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General Rate Schedule: A rate schedule available to all Customers of the appropriate class or classes for usages
indicated therein.

Special Rate Schedule: Arate schedule designed for a specific customer, but usually available to others of the
same class similarly situated through negotiations with the Company.

MONTHLY RATE

MINIMUM MONTHLY: $35.00 monthly meter fee;
$0.8260 per CCF cost of service usage rate;
plus CGA

COST OF GAS ADJUSTMENT (CGA): See Cost of Gas Adjustment Tariff.

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 the bill per Ccf. The
surcharge per Ccf will be collected monthly from the customer as a separate line item on the customer’s
bill.

OTHER SURCHARGES

The Company shall recover other surcharges as authorized by federal, state and local regulatory
authorities in accordance with applicable statutes, laws, regulations, ordinances, orders, rules,
contracts, or agreements as a separate line item on the customer’s bill.

PAYMENT

All bills shall be delinquent unless payment is received within fifteen (15) days from the date of the bill.
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BLUEBONNET NATURAL GAS, LLC
COST OF GAS ADJUSTMENT

A. APPLICABILITY. This Cost of Gas Clause shall apply to all general service rate schedules of the Company and
charged on a $ per Ccf basis.

DEFINITIONS

1

2.

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

Cost of Purchased Gas - The 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.

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 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 reduced by the
amount of revenue associated fees and taxes paid on those revenues,

(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 and the known volumes of gas that may be otherwise accounted for, including but not
limited to Company used gas, liquid extraction, meter errors due to inaccurate calibration or temperature
fluctuations and accidental discharges of gas from the Company's 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
fluctuate on an annual period but in no event shall the utility recover more than five (5) percent lost and
unaccounted For gas 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,

(c) refunds, payments, or charges provided for herein or as approved by the regulatory authority, and

(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 general service 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 below, 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 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 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 by the Public Utility Commission for Deposit Interest. If on 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 Deposit.

F. SURCHARGE OR REFUND PROCEDURES. In the event that the rates and charges of the Company's suppliers
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 charge component of
the Cost of Gas and shall be subject to the calculation set forth in Section E. Payment for Funds, above.

G. COST OF GAS STATEMENT. The Company shall file electronicallyon a monthly basis its Cost of Gas rate with
the Regulatory Authority.

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

(a) the Cost of Purchased Gas,

(b) the Cost of purchased Gas multiplied by the Purchase/Sales Ratio,

(c) the amount of the cost of gas caused by any surcharge or refund;

{d) the Reconciliation Component,

(e) the revenue associated fees and taxes to be applied to revenues generated by the Cost of Gas, and
(f) the Cost of Gas calculation, which is the total of items (b) through (e).

(g) 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.

(h) a tabulation of gas units sold to general service customers and related Cost of Gas clause revenues,
and

(i) a summary of all other costs and refunds made during the year and the effect of the other costs and
refunds on the Cost of Gas Clause to date.

This report shall be filed concurrently with the Cost of Gas Statement for October.
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Bluebonnet Natural Gas, LLC
Rate Sheet

Rate Case Expense (RCE)

APPLICATION OF SCHEDULE

This schedule is applicable to any customer served under residential or commercial rate schedules in all cities
and environs served by Bluebonnet Natural Gas, LLC. This schedule is for the recovery of rate case expenses and
shall be in effect beginning on or after December 1, 2012, for an eighteen (18) month period or until all
approved expenses are collected.

MONTHLY RATE RECOVERY FACTOR

The price payable by each customer for all consumption each month shall be $0.0446 per Ccf.

RULES AND REGULATIONS

Service under this schedule shall be furnished in accordance with the Company’s General Rules and Regulations;
as such rules may be amended from time to time. A copy of the Company’s General Rules and Regulations may
be obtained from the Company’s office located at 1717 St. James Place, Suite 340, Houston, TX 77056.

COMPLIANCE

The Company will file annually, due on the 15% of each December, a report with the RRC Gas Services Division.
The report shall detail the monthly collections for the RCE surcharge and show the outstanding balance. No
interest will accumulate on the outstanding balance.



Bluebonnet Natural Gas, LLC
Rate Sheet

Schedule of Miscellaneous Service Charges

APPLICATION

The service charges listed below are in addition to any other charges made under the Company’s Tariff for Gas
Service and will be applied for the condition described. Other services not covered by these standard conditions
will be charged on the basis of an estimate for the job or the Company’s cost plus appropriate adders.

Charge No. : Description Amount

Institution of Service — Charged to any Applicant for the cost involved in

1 initiation of service. This fee shall be charged when only a meter reading is $50.00
required.
Institution of Service — Charged to any Applicant for the cost involved in

2 initiation of service. This fee shall be charged when a meter is set and/or gas $75.00
turned on. .

3 Customer requested reading of meter for any purpose other than initiation of $20.00
service

4 Customer Requested Meter Test —test outside normal range — N/C $40.00

5 Restore Service after termination for non-payment $40.00

6 After Hours Reconnect Fee $60.00

Meter Tampering — No Company Meters, equipment, or other property,
whether on Customer’s premises or elsewhere, are to be tampered with or
interfered with for any reason. A Tampering Charge is made for unauthorized
reconnection or other tampering with Company metering facilities or a theft
of gas service by a person on the customer’s premises or evidence by
whomsoever at customer’s premises. An additional cost for the cost of repairs
and/or replacement of damaged facilities and the installation of protective
facilities or relocation of meter are made at cost.

$125.00

Replace or re-build meter installation damaged by someone other than gas

dept.: Requiring construction crew (one hour minimum) $575/hr + Costs

Replace or re-build meter installation damaged by someone other than gas

dept.: Not requiring construction crew (one hour minimum) 525/hr + Costs

Repair damaged meters and regulators. Damage to top cover and/or index

(Broken seal) $25 + Costs

10

Repair damaged meters and regulators. Damage in excess of top cover and/or

index $50 + Costs

11

Change residential meter location at customer request, normal conditions.
Normal conditions are those normally found in extending or installing gas
lines without encountering obstacles, or difficult conditions. Examples of
other than normal conditions include, but are not limited to, street and road
crossings, railroad track crossings, lines under concrete, rocky areas and
ponds, lakes or chronically wet areas.

12 $75.00

Re-route or extend yard lines under normal conditions. 1 % or smaller
(includes pipe — cost of additional materials is extra). Normal conditions are
13 those normally found in extending or installing gas lines without encountering $3.00/ft
obstacles, or difficult conditions. Examples of other than normal conditions
include, but are not limited to, street and road crossings, railroad track
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crossings, lines under concrete, rocky areas and ponds, lakes or chronically
wet areas.

14

Service Lines - Under normal conditions when extending or installing a gas
line without encountering obstacles, or difficult conditions the Company will
charge a $3.00 per foot fee to install service lines up to the meter set. If other
than normal conditions including but not limited to, street and road crossing,
railroad tracks crossing, lines under concrete, rocky areas and-ponds, lakes or
chronically wet areas. The Company will bill the customer for all additional
costs associated with non-normal conditions.

$3.00/ft

15

Tap Charge (% charge for additional meter on existing meter set)

$250.00

16

Set meter at existing tap

$25.00

17

Labor for all other service work on Customer’s installation (no charge for leak
check or bill inquiry) (one hour minimum)

$55/hr

18

Labor for all other service work on Customer’s installation (no charge for leak
check or bill inquiry) {one hour minimum) Fee for each additional % after 1*
hour.

$27/hr

19

Labor for all other service work on Customer’s installation (no charge for leak
check or bill inquiry) (one hour minimum) Saturdays, Sundays, holidays, after
hour call-outs.

$75/hr

20

Labor for all other service work on Customer’s installation (no charge for leak
check or bill inquiry) (one hour minimum) Saturdays, Sundays, holidays, after
hour call-outs. Fee for each additional % after 1" hour.

$35/hr

21

Residential Deposit — Deposits are returned at termination of service.
Deposits required of all customers. Larger deposits may be required from
delinquent customers.

$100.00

22

Commercial Deposit — Deposits are returned at termination of service.
Deposits required of all customers. Larger deposits may be required from
delinquent customers

$225.00

23

Turning service on or off at customers request (per trip)

$25.00

24

Returned Check Charge

$30.00

25

Collection Call, Missed Appointment, or second re-read

$15.00

26

On-line Transaction Fee

$3.25
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