2525 West End Avenue, Suite 1500 J. Knox Walkup
I Nashville, Tennessee 37203-1423 615.251.6713
615.244.0020 kwalkup@wyattfirm.com

Fax: 615.256.1726

WYATT, TARRAN

November 17, 2010

VIA EMAIL AND HAND DELIVERY

Mary W. Freeman, Chairman Tennessee Regulatory Authority
c/o Sharla Dillon Dockets and Records Manager

460 James Robertson Parkway

Nashville, Tennessee 37219

RE: Joint Petition of Navitas TN NG, LLC and Gasco Distribution Systems, Inc. for
Approval of Transfer of Control and Authority of Gasco Distribution Systems,
Inc.

Dear Chairman Freeman:

Enclosed are an original and five copies of the above referenced Joint Petition seeking
approval of change of control and authority of Gasco Distribution, Inc. along with attached Exhibits
A - 1. We have also enclosed a check for the $50 filing fee and a self-addressed and postage paid
return envelope for you to return a file stamped copy of the Joint Petition to me for our files.

We have electronically submitted one copy of the Joint Petition along with Exhibits A-D and
F-H. Please note Exhibits E and I are marked “CONFIDENTIAL” and were not submitted
electronically. The “CONFIDENTIAL” exhibits have been marked as such and placed in separate
envelopes marked accordingly. The Petitioners request that the Authority treat these exhibits - the
Redacted Asset Purchase Agreement and Amendment and the 2009 Federal and State Income Tax
Returns and Independent Auditor’s Report — Confidential, as marked, and that these documents not
be made available for the public to review. Should anyone seek to view the documents, the
Petitioners request an opportunity to further protect them from disclosure and, if necessary, seek a
protective order.

Please contact me if you have any questions.

Sincerely yours,

o 09

John Knox Walkup
Counsel for Navitas TN NG, LLC

Enclosures

45408722.1
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

JOINT PETITION OF NAVITAS TN NG,
LLC AND GASCO DISTRIBUTION
SYSTEMS, INC. FOR APPROVAL OF A
TRANSFER OF CONTROL AND
AUTHORITY OF GAS UTILITY
SYSTEMS OF GASCO DISTRIBUTION
SYSTEMS, INC., CHAPTER 11 DEBTOR
IN POSSESSION

)
)
)
; Docket No.
)
)

JOINT PETITION

COMES NOW, Joint Petitioners Navitas TN NG, LLC! (“Navitas”), by and through
counsel, and Gasco Distribution Systems, Inc.?, through its duly authorized officer, and hereby
requests, pursuant to T.C.A. §§ 65-4-113, 65-4-107, 65-4-112 and the Byrdstown Natural Gas
Franchise Ordinance of 2000, an Order from the Tennessee Regulatory Authority (the
"Authority") for approval of the transfer of control of certain gas utility systems, the assignment
of certain franchise agreements, and the accompanying authority to provide retail natural gas
utility services from Gasco Distribution Systems, Inc. to Navitas in Jellico, Campbell County and
Whitley County, Kentucky’, Byrdstown, Pickett County and Fentress County, Tennessee,
deriving from the Certificate of Public Convenience and Necessity issued by the Authority’s
predecessor, the Tennessee Public Service Commission and related orders, approvals and actions

of the Authority or its predecessor. In support of this Petition, Joint Petitioners state as follows:

! A Corporate Resolution of Navitas Assets, LLC assigning all rights and privileges under the Asset Purchase
Agreement to Navitas is attached hereto as Exhibit A.

2 While this is a joint petition, the representations concerning Navitas and NALLC as defined herein are made by
them, the representations made by Gasco are made by it, and the representations made with respect to the
bankruptcy of Gasco and the sale of its assets to NALLC or Navitas are jointly made by the parties.

3 By Order of the Public Service Commission, Commonwealth of Kentucky, dated August 13, 1990, Gasco
Distribution Systems, Inc.’s service to Kentucky residents in Kentucky Hill and Black Oak in Whitley County,
Kentucky is effective under the jurisdiction of the Authority, as part of the Jellico Distribution System. A true and
exact copy of the Kentucky Public Service Commission Order is attached hereto as Exhibit B.



I. BUYER AND SELLER

1. Navitas TN NG, LLC (“Navitas”) is a Tennessee limited liability company.
Navitas’ principal place of business is 18218 East McDurmott, Irvine, California 92614. Navitas
Assets, LLC (“NALLC”) is the parent company of Navitas and is a Delaware limited liability
company.

2. Gasco Distribution Systems, Inc. (“Gasco”) is an Ohio Corporation with its
principal place of business located at 4445 East Pike, Zanesville, OH 43701. Gasco is a public
utility engaged in furnishing natural gas service to customers in Tennessee and Kentucky and is
subject to the jurisdiction of the Authority. Gasco owns and operates the natural gas distribution
systems known as 1) the Jellico System located in Campbell County, Tennessee and Whitley
County, Kentucky; 2) the Byrdstown System located in Pickett County, Tennessee; 3) the
Fentress System located in Fentress County, Tennessee, and 4) the Albany System located in
Clinton County, Kentucky (collectively all four shall be referenced as the “Gasco Utility
Systems”).

II. FACTUAL AND PROCEDURAL BACKGROUND

3. On December 8, 1993, the Tennessee Public Service Commission (“TPSC”)
entered an order approving the transfer of a certificate of public convenience and necessity
(“CCN™) for the operation of a natural gas distribution system from Jellico Gas Utility, Inc. to
Gasco Distribution Systems of Tennessee, Inc. On October 4, 1994, the TPSC approved the
merger of Gasco Distribution Systems, Inc. into Gasco. The CCN permitted Gasco to operate
the gas system in and around the area of Jellico, Tennessee.

4, On or about June 12, 1997, Gasco’s CCN was amended to include Pickett County,

Tennessee, which is the county where the City of Byrdstown and Gasco’s Byrdstown System are



located. Also on June 12, 1997, the Authority entered an Order approving a franchise agreement
between Gasco and Pickett County, which provided for Pickett County to receive a franchise fee
of two percent (2%) of Gasco’s net natural gas sales (not including the City of Byrdstown for
which a separate franchise agreements was obtained) in exchange for an exclusive franchise to
supply natural gas service in Pickett County for 40 years. An Order was later entered in 2001
approving a grant of privilege or franchise by the town of Byrdstown pursuant to T.C.A. § 65-4-
107. Additionally, in an area known as Fentress Row, six (6) customers in Fentress County,
Tennessee are included in Gasco’s utility coverage area.*

5. In conjunction with the approval of the CCN’s to provide utility services in
Jellico, Byrdstown and Pickett County, Tennessee, Gasco entered into certain franchise
agreements with the City of Jellico, the City of Byrdstown and Pickett County, respectively.
True and exact copies of the franchise agreements and accompanying orders and ordinances
authorizing such agreements are attached hereto as Exhibit D. In particular, the Byrdstown
Natural Gas Franchise Ordinance of 2000 requires the Authority’s approval before the agreement
can be assigned to Navitas.

6. On June 1, 2009, Gasco filed for Chapter 11 bankruptcy protection — Case No.
09-056171 - in the United States Bankruptcy Court for the Southern District of Ohio, Eastern
Division. Gasco has been operating as a Debtor in Possession since that time.

7. In December 2009, NALLC began the process to bid on Gasco’s utility
distribution system’s assets in the bankruptcy proceeding.

8. By Agreement dated July 9, 2010 and amended on October 14, 2010 (collectively
the “APA”), Gasco agreed to sell, and NALLC agreed to purchase the assets in Gasco’s gas

utility system subject to the approval of the Authority and to the Bankruptcy Court’s approval.

* A redacted description of the Fentress Row Explanation is attached hereto as Exhibit C.



The sale will result in a change in ownership of the Gasco Utility Systems. The gas system is
comprised of customers and master meters, mains and regulators, pipelines, easements, rights-of-
way, tools, equipment, supplies and other personal property used in the operation of the gas
utility system. A copy of the redacted Agreement and Amendment thereto are attached hereto as
Exhibit E and marked CONFIDENTIAL.

9. On October 21, 2010, the Bankruptcy Court entered an Order authorizing and
approving NALLC’s bid (as set forth in the APA) to acquire the Gasco Utility Systems in
Tennessee and Kentucky, which included the Jellico System, the Byrdstown System, the
Fentress System, and the Albany, Kentucky System. A true and exact copy of the Bankruptcy
Court Order awarding NALLC its bid for the Gasco Utility Systems in Tennessee and Kentucky
systems is affixed hereto as Exhibit F.

I11. DISCUSSION

10.  The Navitas companies have the requisite managerial and technical expertise to
own and operate the Gasco Utility Systems. The Navitas companies have extensive knowledge
and expertise in operating a rural regulated gas utility by virtue of its ownership of Fort Cobb
Fuel Authority, LLC in Oklahoma. The Navitas companies are also familiar with federal and
state, including Authority, utility regulations and currently works closely with the Oklahoma
Corporation Commission and the Federal Energy Regulatory Commission (“FERC”) to maintain
properly functioning and legally compliant rural utility systems in Oklahoma.

11.  Similar to the structure of many utilities, the Navitas companies are comprised of
two sister entities, Navitas Utility Corporation (“NUC”) and NALLC. A diagram of the
corporate structure of the Navitas companies is attached hereto as Exhibit G. NALLC is a

holding company created to retain certain energy assets. NUC is an operating entity primarily



engaged in providing necessary support services for the operations of NALLC. Both companies
are owned by the same two shareholders — Mr. Thomas Hartline and Mr. Richard Varner (though
with differing percentage interests). The vitae’s of Messrs. Varner and Hartline are attached
hereto as Exhibit H.

12.  NALLC is the parent company of Fort Cobb Fuel Authority, LLC (“FCFA”), a
regulated natural gas utility in Oklahoma. FCFA is comprised of two divisions, the original Fort
Cobb utility which includes certain recent acquisitions and the LeAnn Gas Company division
derived from a utility acquisition in Northeast Oklahoma. In addition, FCFA has three
subsidiaries, Navitas OK3, derived from an acquisition in Southwest Oklahoma, Navitas-
WinStar, a joint venture project to construct a new gas system in South central Oklahoma, and
Navitas 1. The assets in NALLC and its subsidiaries include regulated and unregulated
pipelines, office locations, the right-to-serve in the form of approved tariffs from the Oklahoma
Corporation Commission, and certain other assets. NALLC currently serves approximately
4,600 customers in rural Oklahoma.

13.  NUC is the operating entity for the assets of NALLC and its subsidiaries. NUC
provides the employees, the rolling stock, the computers and information systems, insurance, and
other equipment & activities for operating the assets of NALLC. These operating services are
provided at a contractually preset amount, billed monthly, and reviewed regularly. Since its first
acquisition in 2007, NUC has been consolidated into the books of NALLC. With no utility
operations outside of Oklahoma there has been no jurisdictional allocation. However, in the
latest rate filing submitted September 30, 2010 with the Oklahoma Corporation Commission
(Cause No. PUD 201000026), NUC used its standard allocation method to distribute its costs to

the various NALLC divisions and subsidiaries in Oklahoma. As both Mr. Hartline and Mr.



Varner are members of the Chickasaw Nation, NUC is a minority business enterprise certified by
the California Public Utilities Authority.

14.  For operations in Tennessee and Kentucky, NALLC will replicate the structure
used in Oklahoma. NALLC has formed two companies, Navitas TN NG, LLC and Navitas KY
NG, LLC in Tennessee and Kentucky, respectively. As with FCFA, NUC will contract to
operate these utility assets. Due to the travel time between Jellico, TN and the Byrdstown,
TN/Albany, KY systems, NUC intends to retain field service personnel in each location. The
initial expectation is that the two current Gasco employees servicing the systems will be retained.
Currently, Gasco rents facilities in Jellico, Tennessee and Byrdstown, Tennessee; whereas, the
Navitas companies will seek to purchase facilities in Jellico, Tennessee and Albany, Kentucky.
Billing will be moved from Gasco’s corporate offices in Ohio to NALLC’s affiliate, FCFA’s
Eakly, Oklahoma operational headquarters. NUC is currently in the process of obtaining the
records in order to set up the Tennessee customers in its system. Accounting and regulatory
compliance will be handled out of NALLC’s Irvine, California office. Meter proving will begin
and be handled by the Eakly, Oklahoma meter shop. A review of equipment and retooling of the
field offices will be undertaken immediately upon closing the acquisition. As NUC has done
with its eight previous acquisitions, a company representative will be dispatched to work
alongside the local employees during the transition process to assist with integration into its
systems. NALLC and NUC’s expectation is that this process will take several weeks involving
multiple trips to each location.

15. NALLC and NUC have the requisite financial stability to operate the Gasco

systems. NALLC and NUC are not publicly held companies, and therefore its 2009 Federal and



State Income Tax Returns and Independent Auditor’s Report are confidential and are being
provided herewith as Exhibit I marked ‘CONFIDENTIAL.’

16.  The acquisition of the assets of Gasco is not intended to result in any changes to
the local personnel in Tennessee. Gasco’s employees in Tennessee possess extensive managerial
and technical experience and are expected to be retained. As stated previously, all bookkeeping,
billing and other functions will be provided by NALLC employees in Eakly, Oklahoma and in
Irvine, California where its corporate offices are located.

17.  Navitas intends to adopt the existing tariffs of Gasco on file with the Authority
and will subsequently file a separate proceeding to revise the rates, terms and conditions of
service of the utility.

18.  The Tennessee utility portion of the Gasco Utility Systems will operate under the
name of Navitas TN NG, LLC.

19.  Certain current liabilities and contractual obligations to which Gasco is bound
relating to the Gasco Utility Systems, such as executory contracts, and consumer deposits and
credits will transfer to NALLC as set forth in the APA. All franchise agreements, licenses,
permits, rights-of-way, and authorizations under which Gasco will conduct its business will
transfer to NALLC.

20.  The gas suppliers and transporters will not change as a result of the acquisition.
However, given Gasco’s status as a chapter 11 debtor in possession and questionable financial
condition, there is a real concern that one or more of its suppliers may stop providing gas to
Gasco’s customers in the near future. Thus, it is critical that this petition be reviewed and a
hearing held expeditiously to ensure a smooth transition with the gas supplier and transporter

before January 1, 2011 — the peak time for gas use.



21.  Once the transfer of control is approved, Navitas will be in close contact with the
Authority to ensure safe, reliable gas service is not interrupted to the rural customers it seeks to
serve.

22.  Navitas’ shareholders have read and understand all of the Authority’s current gas
service rules applicable to Gasco, and they will continue to abide by the rules. Navitas
understands that if it does not abide by the Authority’s rules it may be subject to penalties.

23.  Navitas members are familiar with the Authority’s Pipeline Safety Division and
will work closely with the Authority’s personnel to ensure that the system is maintained
properly, the gas system is checked regularly for leaks and damage, and meters are checked to
ensure that safe reliable gas service is provided to its customers.

24.  Navitas will submit to the Authority all annual reports and other filings in a
timely fashion.

25.  Navitas states that to the best of its knowledge, it is in good standing in Oklahoma
and all annual reports and monthly fuel filings and reports required by the authorities there are
current. At present, Fort Cobb Fuel Authority in Oklahoma has no outstanding fines, public
utility fee assessments or other deficiencies that have been identified by the Oklahoma Public
Utility Division or Consumer Services Division.

26.  Approving the transfer of control and authority of the Gasco properties to Navitas
is in the public interest and will enhance the rural communities in which it serves. NALLC and
its affiliates are committed to the rural communities in which it serves and helps to ensure that
these communities stay viable. For example, when NALLC’s affiliate purchased the Velma
Municipal system in Velma, Oklahoma, it purchased an abandoned building on the main street of

downtown which has been completely remodeled for a local office. This has spurred other



businesses to improve their buildings in the downtown area of Velma. Too, when NALLC’s
affiliate acquired the Rimrock system in Southwest Oklahoma, it purchased another local office
which has contributed to economic development in the rural town of Hollis, Oklahoma. At
NALLC’s affiliate, FCFA’s main headquarters in Eakly, Oklahoma, an abandoned school was
purchased which is used as the main headquarters for personnel and equipment. After being
totally refurbished, the former cafeteria of that school has been rented to a local resident who
now runs a restaurant for local farmers and residents.

27. NALLC and its affiliate Navitas are committed to assisting and keeping rural
communities viable and have shown this through their investment in rural America. While many
large utilities are not interested in investing in rural areas as they are more expensive to serve due
to density of customer base, NALLC understands the importance of preserving rural
communities and is committed to ensuring that these communities continue to thrive. Navitas
plans to purchase and open local offices for rural Tennessee customers in its proposed serving
area, employing local residents and improving the quality of life of the people there.
Accordingly, this request to approve the transfer of control of Gasco’s assets is in the public’s
interest.

28.  Approval of this Petition in an expeditious manner, and if possible prior to
January 1, 2011 (the peak month for gas use in Tennessee), is also in the public interest due to
Gasco’s precarious financial condition. As discussed above, Gasco is in bankruptcy in Ohio and
its ability to pay its supplier and continue providing utility services to Tennessee customers is
problematic at present. Once the transfer of control is authorized, NALLC itself and through its
affiliates stands ready to act to ensure that its Tennessee customers receive safe reliable natural

gas service immediately. NALLC and its affiliate Navitas have the resources and the managerial



and technical expertise to ensure a smooth transition and that the expectations of its suppliers and
customers are met. As the winter months fast approach, it is critical that Navitas be authorized to
step in and provide natural gas service as soon as possible and that the effected communities
benefit from its presence.

29.  Notices and Communications Regarding the Petition should be sent to:

John Knox Walkup, Esq. (# 7776)
Klint Alexander, Esq. (#20420)
Wyatt, Tarrant & Combs, LLP
2525 West End Avenue

Suite 1500

Nashville, TN 37203

(615) 244-0020
kalexander@wyattfirm.com
kwalkup@wyattfirm.com

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdeer &Associates
6011 N. Robinson

Oklahoma City, Oklahoma 73118
(405) 848-5534

Facsimile: (405) 843-5688
hunter@comingdeerlaw.com
mkkunc@comingdeerlaw.com

Counsel for the Navitas Companies

Fred Steele, President

Gasco Distribution Systems, Inc.

4445 East Pike

Zanesville, Ohio 43701

WHEREFORE, Petitioner requests that the Authority enter a final order as follows:

1. Finding that, after the acquisition of the Gasco Utility Systems currently owned

by Gasco Distribution Systems, Inc. by Navitas, Navitas will have the suitability, the financial

responsibility, and the capability to perform efficiently the utility services to be transferred, and
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that the transfer of control and authority to provide retail natural gas utility services to Navitas
will benefit the consuming public and will further the public interest;

2. Approving the transfer of control and authority from Gasco Distribution Systems,
Inc. to Navitas, including its authority to provide utility services deriving from its Certificate of
Public Convenience and Necessity in Jellico, Campbell County, Byrdstown, Pickett County and
Fentress County, Tennessee and Whitley County, Kentucky, and related orders, approvals and
actions of the Authority or its predecessor, as required by T.C.A. § 65-4-113, through the
acquisition of ownership and control of the Gasco Utility Systems of Gasco Distribution
Systems, Inc. by Navitas;

3. Approving to the extent required by statutes or agreements the assignment of
certain franchise agreements to Navitas, including the agreements between Gasco and the City of
Byrdstown, Gasco and Pickett County and Gasco and the City of Jellico, to provide utility
services in Jellico, Byrdstown, Pickett County, and Fentress, Tennessee pursuant T.C.A. 65-4-
107, 65-4-112 and the Byrdstown Natural Gas Franchise Ordinance of 2000;

4. Approving the transfer of control and authority to provide utility services in
Jellico, Campbell County, Byrdstown, Pickett County, and Fentress County, Tennessee and
Whitley County, Kentucky prior to January 1, 2011 in order for the service to customers to
continue throughout the winter months; and

5. Granting all other necessary or appropriate authorizations and further relief.

11



Dated this the )7%day of November, 2010.

Respectfully Submitted,

WS

John Knox Walkup (#7776)

Klint W. Alexander (#20420)
Wyatt, Tarrant & Combs, LLP
2525 West End Avenue, Suite 1500
Nashville, TN 37203

(615) 244-0020

kalexander, attfirm.com
kwalku attfirm.com

-and -

Ron Comingdeer, OBA#1835
Mary Kathryn Kunc, OBA#15907
Ron Comingdéer & Associates
6011 N. Rabinson

Oklahoma City, Oklahoma 73118
(405) 848-5534
hunter@comingdeetlaw.com
mkkunc@comingdeerlaw.com

Counsel for Navitas dssets, L.L.C.

_and..

Pt [Y Sl Beccbecl

Fred Steele, President /

Gasco Distribution Systems, Inc.
4445 East Pike

Zanesville, Ohio 43701

Guasco Distribution Systems, Ine.
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Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G

Exhibit H

Exhibit I

LIST OF EXHIBITS

NALLC’s Corporate Resolution assigning all rights under the Asset
Purchase Agreement to Navitas

Kentucky Public Service Commission Order dated August 13, 1990

Redacted Description of the Fentress Row Explanation in Fentress County,
Tennessee

Franchise Agreements, Orders and Ordinances authorizing Franchise Agreements
between Gasco and the City of Jellico, Tennessee, Gasco and the City of
Byrdstown, Tennessee and Gasco and Pickett County, Tennessee

Redacted Asset Purchase Agreement and Amendment
(CONFIDENTIAL - Filed under seal)

UNITED STATES BANKRUPTCY COURT ORDER (A) APPROVING
THE SALE OF SUBSTANTIALLY ALL OF DEBTOR’S UTILITY
DISTRIBUTION SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT
AUCTION; (B) AUTHORIZING THE ASSUMPTION AND
ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS; AND (C)
GRANTING OTHER RELATED RELIEF, entered October 21, 2010 in
Chapter 11 Case No. 09-056171

Navitas Companies Corporate Structure Chart
Management Biographies

2009 Federal and State Income Tax Returns and Independent Auditor’s
Report (CONFIDENTIAL - Filed under seal)
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VERIFICATION OF GASCO DISTRIBUTION SYSTEMS, INC.

STATE OF OHIO )
)y s

COUNTY OF Muskincan )

1, ‘Fred :Steele, President of'Gasco Distribution Systems, Inc. being first duly:swomn according:to,
law; makes oath and affirm $hat 1 have fead the foregoing Joint Petition, know the coritents
thereof, and :that with respect to-the representations on ‘behall of Gasco Distribution Systems,
Ine, 1eprese':nt°. that the-samé s trus-and ¢orréct 10 the best- of my knowledge, information and
: 'b.‘Ehuf T,

\-

s FRED STEELE

Subscribed and ssworn ‘to ‘before:me, a Notary Public in and for the above:County arid

State, on:fhis | ((Mdaysof November, 2010, M g U\) NQ/U\

‘Notary Public

My Commission Expires:

TWILA D. WRIGHT
Notary Public, Sate of Ohlo
My Commission Expires May 15, 2015




VERIFICATION OF NAVITAS TN NG, LLC

STATE OF CALIFORNIA )
) SS.
COUNTY OF ORANGE )

I, Richard Varner, Chief Executive Officer of Navitas TN NG, LLC being first duly swomn
according to law, makes oath and affirm that I have read the foregoing Petition, know the
contents thereof, and that the same is true and correct to the best of my knowledge, information

and belief. M/
M

RICHARD VARNER

I, Thomas Hartline, Secretary of TN NG LLC being first duly sworn according to law, makes
oath and affirm that I have read the foregoing Petition, know the contents thereof, and that the
same is true and correct to the best of my knowledge, information and belief.

—— = —

THOMAS HARTLINE

Subscribed and sworn to before me, a Notary Public in and for the above County and
State, on this (g day of [Newmber, 2010.

Notary Public

My Commission Expires:



JURAT

State of : California

County of: Orrmjg

Subscribed and sworn to (opaffired) before me

this {6tW  day of November, 2018, by

Date Month Year

(1_Themas Eben Har'Hn‘ne

Name of Signer (s)

) ]Z"c‘nwa‘ A’av\ Varrmer

Name of Signer (s)

who proved to me on the basis of satisfactory evidence
to be the person (s) who appeared before me.

WITNESS my hand and official seal

ROSS J. MODGLIN &
0 s Comm. # 1825384 0
bR NOTARY PUBLIC- CALIFORNIA -

ORANGE CoUnTY

a 7P~ My Comw. Exr. Nov. 29, 2012 3 ] “ H‘,‘L/L
v

(J Signaturgof Notary Public

Place Notary Seal Above




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on the 17th day of November, 2010, a true and
correct copy of the foregoing instrument was deposited in the United States Mail, with postage
prepaid, and addressed to the following:

45408796.1

Richard Collier, Esq.

General Counsel

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

Vance L. Broemel, Esq.

Senior Counsel

Consumer Advocate and Protection Division
State of Tennessee, Office of Attorney General
John Sevier Building

PO Box 20207

500 Charlotte Avenue

Nashville, Tennessee 37202

Helen Helton, Esq.

Anita Mitchell, Esq.
Division of General Counsel
Public Service Commission
Commonwealth of Kentucky
211 Sower Blvd.

PO Box 615

Frankfort, Kentucky 40601

Klint Alexander
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SPECIAL MEETING OF THE MEMBERS
A special meeting of the Members of Navitas Assets, L.L.C. (“NALLC”) was held on
November ¢ , 2010 at 18218 East McDurmott, Irvine, Californiaat _ 9 _o'clock } . §., pursuant
to the waiver of notice duly executed by the Members.
The meeting was called to order by Richard Varner, Chief Executive Officer (CEO), who
presided, and Thomas Hartline, secretary, acted as secretary of the meeting.
Upon calling the roll the secretary reported that the following officers were present:

Richard Varmer
Thomas Hartline

said persons being all of the directors.

The CEO declared a quorum of the officers to be present.

The chairman directed the secretary to annex to the minutes of this meeting the waiver of
notice thereof.

The chairman presented the Asset Purchase Agreement dated July 9, 2010 and Amendment
thereto dated October 14, 2010, wherein Gasco Distribution Systems, Inc. agreed to sell, and
NALLC agreed to purchase the assets in Gasco’s gas utility system subject to the approval of the
Tennessee and Kentucky Utility Commissions. The chairman then presented, and the secretary then
read to the meeting the following resolution. The proposed resolution was then fully discussed and,
on motion duly made and seconded, the following resolution was unanimously adopted:

1. RESOLVED that NALLC, pursuant to the terms of the Asset Purchase Agreement as
amended, assign all of its rights and priviledges under the Agreement to Navitas TN NG, LLC and
Navitas KY NG, LLC for their respective service areas in each state in order to provide natural gas
service to customers.

There being no further business to come before this meeting, upon motion duly made,

seconded and unanimously carried, the meeting adjourned.

d

/ ‘Secretary '
A d;
.W/ e

CEQY’ EXHIBIT

A

tabbles’




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFQRT, KY. 40602
{502) 564-3940

CERTIFICATE OF SERVICE .

Case No. 90-208

Executive Director of the Public

Commission, do hereby certify that the enclcsed attested

Re:
Ken Gas of Tennessee, Inc.
d/b/a Jellico Gas Utility, Inc.
I, Lese M. MacCracken,

Service

copy

of the Commission's Qrder in the above case was served upon

the following by U. S. Mail on the 13th day of August, 1950.

Parties of Record:

Walton R. Haddix
Robert C. Hazelrigg
Keith Bissell

Mr.
Mr.,
Mr.

LMM/cbg

Enclosure

| /
;”pf . L, 4/
f7¥3/LL /i{ )iiﬂ*ﬁijh44k Lt

¥ Executive Director

tabbies’
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COMMONWEALTH OF RENTUCKY: -
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

GAS SERVICE TO KENTUCKY CUSTOMERS )
BY KEN-GAS OF TENNESSEE, INC. d/b/a )  CASE NO. 90-208
JELLICO GAS UTILITY, INC. )

O RDEUR

On Pebruary 6, 21989, S8Staff of the Kentucky Public Service
Commission ("Commission") received a copy of CPB8~387-000, an
- Order Determihing- Service Area iaauéd by the Federal Energy
Regulatory Commission (“EERC")'on octdber‘27, 1988. This Order is
attached and marked Bxhibit A. According to the FERC Order, Ken-
Gas of Tennessee, Iné. (”Ken—Gaa“)'proposes‘ho build facilities
ﬁhich extend across the Kentycky/Tennessee border to supply gas to
a local distribution aystem which it will construct in Jelligo,
Tennessee. Gas wlll be diatribuged by Ken-Gas directly to end~
users, And there will be no sale for resale. Most of Ken-Gas's
customers'will_:eside in Tennessee; however, scme of thé prospec~
tive customers may be located in Whitley County, Kentucky. .

Based upon the information available to the FERC, including
the faet that Ken-Gas’'s local distribution operations in Kentucky -
and Tennessce are regulated by this Commission and the Tennessee
Public Service Commission ("Tennessee PSC"), the FERC granted
Ken-Gas a service area determination under section‘7(£) of the

Natural Gas Act. This determination pertains to service to the




L [ 4

éiti of Jellico, Tennessea, —"and its environas, Campbell County,
Tennessee, and Whitley County, Rentucky. A section 7(f) determi-
nation means that the portion of Kén-GaB'B operations that extend
between the Kentucky/menhassee border, which wduld otdiharily
constitute interstate commerce, are jurisdictional teo the appro—
priate state public service commission. ’ |

Einée the FERC Order in CP88~387-000 referenced potential
service to Whitley County, Kentucky, Commission Staff requested
additional information from Ken—-Gas and the Tennessee PSC to
determine the status of the- ptoposed. project, - the extent of
proposed sgervice to Kentucky residents, and to clarify certain
jurigdicticnal issues with the Tennessee PSC. This informatlon is
attached gnd- marked Exhibit B. In Docket No. U-B7=7538, at the
Pennessee PSC, Ken-Gas was gqranted a éertigicate of Convenience
and Necesslity to construct and operate a natural gas distribution
system to offer service within the corporate limits of Jellicé.
Tennessee, and the Oswego Industrial Park. In Docket No.
U—87-7533, the Taﬂneseee PSC also approved financing, revenue
requirements, and rates for Ken-Gas. The design and construction
of the Ken-Gas system, hereinafter referred to as Jellico Gas
Utility, 3Ine. ("Jellico"), was required to comply with the
Tennessee PSC's pipeline safety regulations, which include 49 CPR
Part 192 (Federal Pipeline Safety Regulations).

Baged upoﬁ information provided by Jellico, 1its gas is
purchased €£rom Delta Natural Gas, Inc. ("Delta"), a local distri-
bution company with pipeiine facilities and customers in central
and south central Kentucky and juriadictional to this Commission.

-2-
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e Jeliico's gas supply is delivered -through an eight=inch steel
tr@nsmission line, originating in Kentucky approximately 1,000
feet from the Tennessee border and terminating at a point cne mile
north of Jellicd, Tennesaae, where the distribution aystem beginé.
This transmission pipeline is owned and operated by Jellico.

On February 1, 1990, Commission Staff met with Jellico -
officials and Glynn Blanton, manager of the Tennessee PSC's Gas
Pipeline Safety Branch. Staff drove throughout the extent of the
Jellico system, .including twobareaa in Whitley County, Kentucky,
where residents have requested gas service, the communities of
Kentucky Hill and Black Oak. At the time of this vimit, most of
the distribution biplng hﬁd beeﬁ installed, and approximateiy 30
customers'.were receiving gas service. No pipe had been installed
in either of the two Kentucky communities. o

Mr. Blanton stated that his Stagf hﬁd revieved the construc—
tion specifications submitted by Ken-Gas in U-87-7538 and con~
ducted periodic site inspections during the installation of the
Jelliéo - system. Based upon its review and inspections,  the
Tennessee PSC's Gas Pipeline Safety Branch has concluded that the
design and installation of the Jellicé system complies with the
Tennessee PSC's gas safety regulationa, ineluding 49 CFR Part 192.

Prior to Commission Stafft's February 1, 1990 site visit,
Jellico"had submitted infbrmation stating that whether or not
Jellico offers service to the Kentucky communities of Renhucﬁy
Hill and Black Oak depends upon the regulatory treatment of such
service by the cOmmissionf See attachment marked Exhibit C. Gas

service to residents in these two communities may be possible if

-3




Jelfiéo could remain under the Jjurisdiction of one regulatory .
comnigsion. Jellico stated that if both the Kentucky and
Tennessee Commigsions imposed jurisdiction, the Kentucky reéidente
would probably not be served. 1In delllco'a opinion, the costs of
maintaining dual systems of accounts, Eiling dual annual'iePOtts.
and rate cases would probably be greater than any potential
benefits. _ |

Jellico rgiterntéd its position on Fabruary 14, 1990, con-
cluding that it wonld not be economically Egnsible to serve the
Kentucky residents if records were required by this-CommiBsibn.
Bowever, Jellico is willing to offer service to the Kentucky Hill
and Black ©Oak communities under vthe same terms and rates as
approved by thé Ténhessee PSC for residents of Jellico, Tennessee.
In this response, Jellico also provided two lists of prospective
customers, 29 in Kentucky Hill and 28 in Black Oak. Jellico does
not anticipate offerinj such service until sometime in 1991,

Following 'receipt ‘of Jellico's initiel statements regarding
. dual . jurisdiction over Jellico's operations, Commission Staff
contacted Delta regarding service to the two Kentucky communities.
Delta ourrehtly gerves Williamgburg which is located in central
Whitley County. 1In its December 7,'19&9':esponse, Delta stated it
would not be feasible for Delta to directly serve the prospective
customers in the Kentucky Eill and Blaék Oak communities. See
attachment marked Exhibit D, However, Delta has no objection to
' Jellico serving these :eﬁldents provided Jellico does not attempt
to duplicate service provided by Delta. |




The Commission's principal concezn in this matter is that the
Kentucky residenﬁs in the communities of Kentucky Hill and Black
Oak have the opportunity to receive, if they deaire; natural gas
serviée; and - that _suéh service, if provided, is rellable, safe,
and reasonably priced. In an'effort to allow such an opportunity
to occur; yet recognizing the only.sourca from which such service
can materialize, the Commigssion requested that the Tennessee PSC
investigate the feasibility of extending its Jurisdiction Qf
Jellico to include any service Jellico ptovides to Kentucky Hill
and Black Oak. The regquest waa made ‘based upon the combination of
factg'_known= that the only source of gas service to these two
communltiea is Jellice; the relatively small number of potential
customers (appéoximately $7), and their proximity to Jellico,
Tenneasaa; and that almost all of the Jellico system ia physically
located in Tennessee. Such Jjurisdiction would include rates,
service, and safety.‘ In its May 9, 1990 response, attached and
marked Exhibit E, the Tennessee PSC advised that it had similar
arrangements wiﬁh other states contiguous to Tennessee and
conecluded that the Commission's propoﬁal was feaaible.

After review of the available information, pertinent statutes
and regulations, and being otherwise sufficiently édvieed, the
Commigsion £inds that: | i

"1, Jellico is a gas distribution utility subject to the
jurisdiction of the Tennessee PSC. The Jellico syseém ingludes a
tranémission pipeline which begins in Whitley County, Kentucky,
and terminates in Tennessee approximately one mile north of the

city limits of Jellico, Tennessee.
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2, The FERC -has granted Ken-Gas a service area determina- -
tion under section 7(£) of the Natural Gas Act to include the city
of Jellico, Tennessee, and its environs, Campbell County,
Pennessee, and Whitley County, Kentucky. The service artea
determination by the FERC means that delivery of gas by Jellico to
its ultimate consumers, even if across state lines, is subject to
the axclusive jurisdiction of the state commission in the astate in
which the gas is :ansumed.

3. In Docket No. U-87-7538, Ken-Gas was granted a Certifi-
cate of -cdnveniencg and. Necessity ' to ‘construct -and operate a
natu:#l gas distribution system toe offer service within the corpo-
rate limits of Jellico, Tennessee, and the Onwego Induaﬁriai Park.

4. 'Baaéd: upon its review 1in U-87-7538 of Jellicufa con~=
- struction specifications and suhneqhent periodic site inspections
during the installation of the Jellico system, the Tennessee PSC's
Gas Pipeline safety Branch hag determined that the design and
installation of the Jellico gas system complies with the Tennessee
| PSC’BV gas» pipeline safety regulations, which include 49 CPR Part
192 (Federal Pipeline Safety Regulations).

5, 807 KAR 5:022, this Commission'a plpellne safety regula-
tions, contains the same requirements found in 49 CPR Part 192.

6. Kentucky residents in two Whitley County communities,
Kentucky Hill and Black Oak, both of which are immediately adja~
cent to the city limits of Jellico, Tennessee, have requested gas
service from Jellico.

7. Jellico has concluded that gas service to the Kentucky
residents referred to herein may be pouliblo only if Jellico

-5~
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 remaing under the jurisdiction of one regulatory commigsion. If
Jellico offers such se:vlce, it cannot be provided until 1991;
| 8. Delta is the only Rentucky gas distribution utility
Jurisdictional to this Commission with facilities in Whitley
- County. However, Delta has stated it is not feasible for Delta to
di:ectly serve the prospective customers in Kentucky Hill and
Black Oak. | . | N
' 9. With the relatively small number of Kentucky residenta
requesting gas service and their préximi;y to Jellioo,f@ennessee,
and since virtually allnof the Jellico gas‘system is physically
‘located in Tenneasee and represents the only source of natural gas
- to these residents, tne'exiating jurisdicﬁion of the Tennessee PSC
v ovér Jellico's operations should includa any service provided to
the Kentucky.eomhun1tLes of Rentucky Bill and Black Oak.
IT IS THEREFORE ORI_JERﬁD ﬁhat:

1. Appxoval by the Tennessee PSC ofvxen—sas‘s consi:ucticn
 and operation, £inancing, revenue requirements, and rates for the
Jallico gas systeﬁ' shall be deemed compliance with thia Commig-
sion’s laws, rules, and regulatioms. Ken-Gas shall simultaneously
file with this Commission every application it files with the
Tennessee PSC, Ken~Gas shall file with this Commission every
final order that the Tennessee PSC enters relating to its opera-
tions and rates within 10 days of the date of the Tennessee PSC

final order, |
2. Compliance with Tennessee Psc‘laws, rules, and regula-

tions applicable to service and safety shall be deemed as
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compliance with this Commisaion's - lawa, rules, and regulations
applicable to service and safety. |
3. Prior to providing aeréice_ to Xentucky ':asidenes,
Jellico shall comply with KRS 278,160 by £iling a copy of its
tariff, which sets out the rates and services to be offexed, as
approved by the Tennessee BPSC for adoption and ratification by
this Commission, Any subsequent changes to its tariff shall be
£iled with this Commisaion for adoption and ratification withih 10
days of the date of approval by the Tennessee PSC.
4. Ordering 'pa:ag;aphé 1~-3 hetein'apply only to Jel;ico'a
‘propoﬁed~ service to Kentucky residents in Kentucky Hill and Black
oak. | _ N
Done at Frankfort, Kentucky, this L13th day of August, 1990.

PUBLIC SERVICE COMMISSION

ATTEST

ecutive rector
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UNITED STATES OF AMERICA ey gy
FEDERAL ENERGY REGULATORY COMMISSION L n

Before Commissionerz: Martha O. Hesse, Chairman; .= -reen . .
charlas G. Stalon, Charles A. Trabandt, -
Elizabeth Anne Moler and Jarry J. Langdon.

Ken-Gas of Tennesses, Inc. ) Docket No. CP88=387-000

ORDER DETERMINING SERVICE AREA.
(Issued October 27, 1988)

: Ken-Gas of Tennessess, Inc. (Ken-Gas) filed a request in
Docket No. CP88~387-000, as amanded, for A mervice area
daternination under sesction 7(f) of tha Natural Gas Act to
construct and cperate a local distribution system to sarve the
City of Jellico, Campbell County, Teannessse. Ken-Gas proposes to
transport gas received from Delta Natural Gas Company, Ine.
(Dalta), a producaer located in Kentucky, across the Kantuckye
Tennessee State line, to be distributed and ultimately consumed
‘within the proposed distribution area.

- Bagkarxound

Ken-Gas proposes to senstruct approximately 19 miles of
2-inch and 4~-inch diameter pipsline and appurtenant facilities,
to distribute gas to commercizl, industrial and other high-
pricrity end-users, located in the City of Jellice, Tennassee ana
Whitely County, Kentucky. Ken~Gas will receive its gam supply
from Delta at a delivery point in Kentucky and transport the gas
approximately 1,000 feet through a four-inch pipeline, acrosg the
Kentucky/Tennessee State line to be distributed and consumed
within the proposed distribution area. Most of Ken~Gas'
customers reside in Tennesses; howevaer, a few custoners ars
located in Whitley County, Kentucky. Although the facilities
#ill extend across Stata lines, the system will bs operated as 2
local distribution company. Ken-Gas will own all of the gas
distributed; there will be no sales for resale and Ken-Gas will
not be transporting on behalf of a third party. The gas
purchases and sales by Ken~Gas are regulated by the Kentucky
Public Service Commission and the Tennessee Public Service
Commission.

Interventiong

. After due notice by publication in the Fedaral Regyister on
May 24, 1988 (53 fed. Reg. 18598) and the amsndment to the
application on June 27, 1988 (53 Esd. Reg. 24127), no notices,

motions to intaxvene, or protests to the granting of the
application have been filed in this proceading.
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Riscussion

In pravious cases, wa have nade a saction 7(f) servica area
deternmination where the natural-gas company wvas primapily engaged
in the local alatribution of natural gas, but wag subject to the
Conmission's jurisdiction because its faclilities crossed state
lines. We have conaidered four factors in determining whether a
section 7(f) servieca area is appropriate: (1) whether the company
nakes sales for resale; (2) whether its ratas are regulated by
state or local agencies; (3) whether the conpany has an extensive
transmission aystem; and (4) the concerns of other comparnies

. providing gas in the sane area. 2}/

After consideration of thase critaria, we f£ind it is
appropriate to deternine a service araa for Ken-Gas' proposed
distribution system. Pirst, although the proposed facilities
will sxtend across state lines in interstata commerce, the systern
will be cparated essentially as & local distribution company.

The gas will be distributed by Ken-Gas directly to end-users, and
there will be no sale for resale. Further, Xen~Gas' opsrations
are regulated by the Kentucky and Tennssses Public Ssrvice :
Commissions. Finally, the proposed transmission system includes
approximately 19 miles of 2-inch teo 4-inch pipeline, which is not
extensive, and is the only aysten providing natuzal gas service
in the area. Our daternination of a mervize area will enable
Ken~Gas to enlarge or expand its facilities to bettar serve its
customoia in the area without seeking further Commission
approval,

Accordingly, we grant Ken-Gas a service area determination
under section 7(f) of the Natural Gas Act to include the City of
Jellico, Tennssses and its environs, Campbell County, Tennessae
and Whitlsy County, Kentucky. ‘ ,

The Commission staff prepared an environmental assessment
(EA) for the proposal by Ken-Gas. The staff found that the
facilities would be constructed within existing road apd utilizy
rightg-of-way, and Ken-Gas has received the necessary

" authorizations for the usze of those right-of~ways. All disturked

areas would be resesded after construction. There would be no

l/ See, e.9., Washington Gas Light Co., 28 P.P.C. 753 (1962);
Blacksville 0il and Gas Co., 37 F.P.C. 502 (1967): National
Fuel Gas Distribution Corp., 13 FERC § 61,200 (1980); Great
River Gas Co., 14 FERC 9§ 61,167 (1981); Shenendoah Gas Co.,
16 FERC ¢ 61,087 (1581): Arkansas Oklahoma Gas Corp., 133
FERC § 61,197 (1985), High Plains Natural Gas Company and
Wheelexr Gas, Inc., 41 FERC § 61,364 (1987); and Associated
Natural Gas Company, a Division of Arkansas Western Gas
Company, 9t al., ¢3 FERC ¢ 61,304 (1588).




*h

Docket No. CP238-1387-000 T e 3 -

effect on cultural resources, or threatenad or andangered
species. Based on the finding in the EA, approval of this
application doss not constitute a major Federal action
significantly affecting the quality of the human environment.

At a hearing held on October 26, 1988, the Commission on its
own motion recaived and made a part of the racord in this
proceeding all evidence, including the application and exhibjiza
thereto, submitted in support of the authorization socught harain,

and upon consideration of the xeserd,

The Copmission orderxs:

Ken=Cas is hereby granted the servica arsa determination it
has requested pursuant to section 7(f) of tha Natural Gas Act.
Ken=Gas' sarvice area is deterzined to include the City ot

- Jellico, Tennessee and its environs, Campball County, Tennessee,

and whitley County, Kentucky, as more fully described in the
application. ‘ o _

By the Commission. Commissioner Langdén votod'prii-nt.

(SEAL)

oo A Geedl
Lois D. Cashell,
. Secretary.




EXHIBIT B

BEFORE THE TENNESSER MELIC SERVICE COMMISSION . . . ,7ul
October 13, 1988 Rashville, Tennegsee ORI S T

. nre ¥

IN RE:  APPLICATION OF KEN-GAS OF TENNESSES, INC. FOR A CERTIVICATE
OF CONVENIENCE AND NBCESSITY FOR THE CONSTRUCTION OF A
NATURAL GAS DISTRISUPTON SVSTEM, ADPROVAL OF FINANCING AND o
CONSTRUCTION COSTS AND APPROVAL OF APPLICAELE RATES. {
DOCKET NO. U-B7-7538
This matter is before the Tennessee Public Service Camission
uwpon the applicatién of Ken-Gas of Tennessea, Ine, for a Cartificate
of Convenience and Neoessity'aﬁ set forth in the above caption,
The matter was set for hearing and was heard on Mach 15, 1988
before Ralph B. Christian, II, the Mministrative Juige. On Septenber
16, 1988 the Administrative Judge issued his Injitial Order
‘reconmending that the applicaticn be granted.
The Candesion considered this matter at the Commission
Cmfe.iéam held on Octoher 4, 1988, It was concluded after careful
consldevation of the entire record, including the Administrakbive
 Judge's Initial Order and all applicable laws and statutes that the
Administrative Judge's Initial Order should be approved and the
authority granted, The Commigsion further ratifies and adopts the
findings and conciusions of +he Administrative Judge as its own.
1. That the Adminigerative Judge’s Initial Order dated
Septamber 16, 1988, in this docket is heveby ratified, adopted and
mmwwmﬁmmhmmﬂmwuwmm
verbatim herein, including the £indings and conclugions of the
Administrative Judge which the Canmissicn adopts as its owa.
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2, Tt a Certificate of Convenlence and Necessity to construct
“and operate a natural gas distribution syatem ia hereby granted.

3. ‘That within gixty (60) days of the substantial completion of
construction, Ken-Gas of Tennessee, Inc, iz divected to file its final
costs in accordance with the Uniform System of Accounts with the
Tenneasee Public Servica Commissicn.

‘4. That within thirty (30) gays of substantial cempletion of
-mtmctim,xen-cascfhnnessee, Ino, iadi:ectedhoﬂlenmof
the "As-Puilt" drawings and a signed statement that the constyuction
has been satisfactorily cempleted in accordance with the contract
plans and specifications with the Tennessee Public Service Commissicn,
© 5. That the proposed financing plan, its amounts, inteyests
rates, and smortization periods as set forth herein, is hereby
" approved,

6. That the costs, as datermined by the Tennessee Public
Service Cammission Staff and set forth in Schedules 1 throuch 9, are
hereby approved,

7.‘ That the rates as set forth herein are horeby approved.

B. That Ken-Gas of Tennessee, Inc. is hereby directed to file a
+ariff with the Tennessee Public Service Cormission setting forth the
rates approved herein before cammencing operations.

9. That Ken-Gas of Tennessee, Inc, is hereby directed to file a
copy of its General Rules and Requlatichs as preseribed by T.P.S.C.
Rule 1220-4~1-.01 through .07,

10. That Ken-Gas of Temmessee, Inc. ishe:ebydi:ectedto
maintain its accounting records in accordance with the methods
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Utilities, '

11. That Ken-Gas of Tennessee, Inc, is hereby directed to file a
quarterly report, in the form of Quarterly Report Form PSC-3.04,
within sixty (60) days of the end of the quarter covered by the
repert,

12. That any party aggrieved with the Commission's decision in
this matter may file a Petition for Reconsideration with tha
Commission within ten (10) sy from and after the date of this Order.

13. That any party aggrieved with the Camdissién’s decision in
this ratter bas the right of judicial veview by £iling a Petition for
Review in the Ternegsee Court of Appeals, Middle Section, within sixty
(60) days from and after the date of this Ordar.




BEFQRE THE TENNESSEE PUBLIC SERVICE COMMISSION
Nashvi i ie, Tennesaee
Septembar 16, 1588

IN RE: THE APPLICATION OF KEN=GAS OF TENNESSEE, INC.,
FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY
FOR THE CONSTRUCTION OF A NATURAL GAS
DISTRIBUTION SYSTEM, APPROVAL QF FINANCING AND
CONSTRUCTION COSTS AND APPROVAL OF APPLICABLE:
RATES. o

OOCKET NO.: U-B7-7838

ORDER

This matter is before the Tennessee Public Service
Cemmission upon 1ta own motion.

‘Having reviewed the lnltlal.Order in thea ibove-
capt joned matter September 168, 1988, the Commission,
pursuant to T.c;Aa Section 4-5-3156(b), hereby notlifles afl
parties that the Commission wil) review al} Issues raised in
the record of this proceeding bafore the Adminlistrative
Judge.

Any'party mgy,note hia excaptions to theblnltlul orger
by flling a brief with the Commission within 8 days of the
date of this Order, Reply brlefs may be filed within O daya
after flling exceptions. Any party may reguesst oratl
argument on the issues raised In the briefs.

Requeste for extenaions of time within which to file
brlefs must be made in writing ¢to the Executive Director of
this Commission and acecompanied by a propossad order to be
signed by ¢he Chairman of this Commissicon. The reguest must
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lndlcnée that copies of ths requsat and proposed oerder have
been sorved ?n al! parties.

The Commission decision to review the Initial Order
doss not affect any party’'s right to petition the
Acministrative Juaaé_to reconsider the Initial Order |
pursuant to T.C.A. Section 4-5;3!7. Should such a pstition
be fiisd, the time |imits set forth (n this Order for the
submiasion for exceptians and replles be ndnnond-d_and will

begin to run ab Initic from the date of final dimporition of

the patition to reconsider,

COMMISS IONER STEVE HEWLETT

ATTEST TO:

PAUL ALLEN, EXECUTIVE DIREGTOR
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. . BEFQRE THR TENNESSEE PUBLIC SERVICE CONMISSION e
Nashville, Tennessee
Septenber 16, 1988

IN RE: THE APPLICATION OF KEN-GAS OF TENNERSSEE, ING. FOR A
CERTIFICATE OF CONVENIENCE AND NECESSITY FOR THE
CONSTRUCTION OF A NATURAL GAS DISTRIBUTION SYSTEN,
APPROVAL OF FPINANCING AND CONSTRUCTION COSTS AND
APPROVAL OF APPLICABLRE RATES.

DOCKET NO. U-87-7538

o =xr

This natter Ais bafors the Tennessee. Publlic Service
Commission upon the application of Ken-Gas Of Tennessee, Inc.
{KXen-Gas) for a Certificate of Convenience and Necessity as get

forth in the above caption.

The matter was heard March 15, 1988, in Nashville,
Tennessee, before Ralph B. Christian, 1I, Administrative Judge,
at which. time the foilowing appearances ware entered:

o .
DAVID CROSS, Attorney at Law, P.0. Box 370, Albany,

Kentucky 42602, appearing on behalf of the Applicant
Ken—-Gas of Tennessee, Inc.

D. BILLYE SANDERS, Assistant General Counsel, Tennessee
Public Service Commiseion, 460 James Robertison Parkway,
Nashville, Tenhnessea 37219-5477, appearing on behalf
of the Commission Staff,

The matter is unprotested.
APELICANT
Ken~-Gas of Tennessee, Inc. by letter dated October 16, 1982,
tiled an application requesting that the Tennesses Public Service

Commission Lesue a Certificate of Convenience end Necessity for
the construction of a natural gas distribution system. The
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”proﬁoéad.construct:on cost.will be funded by eguity investment o
and ‘a2 commercial bank loan. Installation of the gas system will
provide ratural gas service to approximately 250 residential, &4
cammexrcinl, an& 3 industrizl customers following the first yesr
of operation. The proposed natural gas distribution systen has
been dasigned to offer service within the ccréorate limits of
Jellico, Tennessee and to the Oswego Industrial Park located
approximately one mile from Jellicc's city limits. Ken-Gas was
awarded i franchise from the City of Jellico on the third reading
of an Ordinance approved October 15, 1987, Said Orainance is

" known 88 the Jellico Natural Gas Franchige Ordinance and 1is
deaignated as Ordinance No. ¢-87.

REVENDE_REQUIREMENTS

Upon the 2iling of the instant application, the Publie
Service Commission Stalf eommenﬁbd its inﬁentiqation of the
application and requested additionsl information from the
Company. Additionally, operating gas companies of similar size
and type were analyzed to verify the accuracy and reasonableness
of projections for the Jellico natural gas distribdbution system.
The investigation produced nine schedulea. After svaluation of
the schedules, Ken-Gas acceptad the Staff's projections.
Following is i sunzary of the Tennassse Public Service
Commission's findings.

’ Schedules 1 through 9 demonsirate the revenue requirenonts
upon which the initial rate structure is based. The schedules
were prepared by Commission Financial Ananlyst Magnal Thompson.

Purchased Gas
Natural gas for the Jellico natural gas distribution systen

will be supplied by Delta Natural Gas Company, Inc., of
Winchester, Xentucky, Natural gas will be delivered through an

2.
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‘tightlénch steel transmission line, located approximately one
mile north of the Jellico city limits, The line will be tapped
in Xentucky approximastely 1000 fest from the Tenncssee border.

Applicant provided the Public Service Commiasion with a copy
of its Gas Service Agreoment with Delta Natural Gas Company,
inz., antad July 22, 31988. wha cost of gas to the Jellice
natural gas system will be under the Seller's Tariff regulutod'by
the Xentucky Public Service Commission. The lnltlal rate
determination by the Tennessee Public Service Commission Steff 1is
based on a projected wholesale cost of purchesed gas of $3.50 per

Mc:'ns shown on Schedule 3. Applicant, however, will be allowed
 to operate under Appendix A to TPSC Ruls 1220~4-1-.12,
Standardized Réquirements for a Purchasged Gasg Adjustﬁent
Provdsxbn.' A pnatural gas pipeline's tariff usually coneists of
tWwo elements: demand charges and commodity chavges. Herein,
howaver, Jellico's gas supplier, Delta Gas, has included only
commodity charges in itas raze styucture, Therefore, the PGA will
be dependent only upon changes in the cdmmod:ty rate as follows:

_PGA = Current cogncdity Chezrge minus Base Commodity Charge

The cﬁrrent Commodity Charge will be the De;ta Gas approved

tariff rate with the Bage Commcodity Charge. being the ..83,50 used
by the Staf? tb compute Jellico's coast of gas in this proceeding.
Moreover, since Jellico has only £irm rates, this factor will be

used To adijust &ll of its rates,

Pranchise Fes

A franchise fee of ons percent of all gross receipts from
the sale of natural gas will he paid to the Clty of Jellico. The
fee will be ligted topirataiy on utility bille and will not be
considered as an expanse for rate-making purpeses. Xen-Gas will

3.




-act as a eondult for the tax that is collected from the gas
customers and in turp is palid to the city.

epraci on Q ) enses
Schedule § discloses that the camn;puion'staff has allowed
az.odo,ooo for Pllnt-iafSQrvict_lnd 824;239 for depr.cint;on
expense. The depraciation rates used on Schedule 9 are to be
usad by the utility to compute depreciation ﬁnlooi changed by the
Public Service Commission. . |

ope oS

Operating Expenses of 8347,640 as shown on Schedule i and on
reslated Schedules 3, 4, §, and 6, were accepted by Xen-Gas of
Tennessees, Inc. Sald amount has been used by the Commission in
determining Jelliceo's rates, |

Rsvanue Requiremant Determinatjion

Based upon operating expensas of $347,640, Ken-Gas' revenue
reguirement for the f£irst vear of operation is $424,425 and is
shown on Schedule 2. The projected gross revenue amount is based
upon Staff requested documents obtalined from the Applicant; The
documents included feasibility studies and analysis by United
Cities Gas Company and by Barge, Waggoner, Sumner & Csnnon, an
independent engineering and planning firm in Nashville,
Tennassee, On site evaluations were made by Ken-Gas to verlily
and augment the above studies.

Ken-Gas of Tennessee, Inc.'s revenue reguirement ic

sunmarized below:

Revenue S424,425
Total Operating Expanse 347,640
Net Operating Income 876,285

The rata of return is 7.58% on a rate base of 51,000,346,




PINANCING -

STV
The Applicant avers that 1unq verm financing will be

provided by equity investment and by a commercial bank loan.

Fentress County Bank of Jamestown, Tennessse will provide the

lcan. The loan interest rate will be 2.35% above the low New York

pr&mi rate as published in the Nall Street Journal. The term of

the loan will ba 20 or 285 vYears.

Rate Dase : o
Bamsed upon the cost of the Natural Gas Distribution System

a® determined herein and uhon an allowance of 1/12 .0f the
operating snd naintenance expense, exclusive of Purchawed Gas, .
Applicant's investment rate base has been determined as follows:

pPlant-in-Ssrvice ' ‘ 81,000,000
Working Capital _ 24,588
Total 81,024,588

Less Ascunulated Depreclation 24,239

Rate Base 1,000,348

The revenues allowsd herein will produce a rate return of 7.68%

Capital Strpeture

Ken-Gans cf Tennassee, Inc.'s proposed Capital Structure

follows: _
Debt (87%) 81,000,000
Bquity (13%) 145,870
Total Capital $1,148,5720
RAT 8XG

The rates for Ken-Gas customers have bsen determined using a
projoctéd sales volume of 22,750 Mcf for rociépntitl users,
19,800 Mcf for commercial users, and 16,200 Mcf for industrial
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'users. Revenua projoctod fron a conbined sales volume of 58,750
Mcf at the rates set forth below is $424,425.

Cuestoner» Rates ’ ,
Residential 57,50 per Mcf

Cammercial $7.50 per Mot
Industrial ’ 86.50 per Mc?
G IDERATIONS

United Cities Gas Conmpany's proposed piping configuration
uaokoubmittod ﬁo-tho ?ublicYSq:vice Commission by Xen-Gas along
wizth ite original application for a Certificate of Convenience
and Necessity. The actual design and construction of the gas
distributidn dystem'munt comply with Public Service CQnmiﬁsinn _
Pipeline Safaty Regulations as defined in TPSC Rule 1220-4~1~.09.
" The systen will uee SDR 11 plactic pipe for gas nalns and service
lines. Accordingly. reguirements and. joining procedurea for
making such plastic pipe jointe and for performing inspection of
;hoic joints are to ba reviewad and followed. Applicant should
be directed to submit construction specifications and plans for
installing the gas -ystcﬁ to the Tannesses Public Service
commis-ion.tor approval, prior to the start of construction.

WHEREPORE, having considered the testimony, the svidence of
record, and the statutory criteria, the Administrative Judge
£inds that the application is in the public interest and should
be granted.

T.C.A. Section 4~5-318 provido. that all parties shall have
an opportunity to appesal initisl orders to the Commission. The
Tennessee Public Service Commission, however, raviews all initial
orders, thereby assuring review. All parties may 2ile exceptions
or replies to exceptions in the form of a brief setting forth
specific issuss. The exceptions and eny r-plins'thcreto will be

6.
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"cons'_:d&md by the Commission in its review. The Commission will
determine the matter in a regularly scheduled Commission

conference. Affected parties may then seek raconsideration of

the Commission's final order or may appeal the final order to the
Court of Appeals, Middle Division, within 60 days of the final

ordex,

This Initial Order is prepared in conformity with the
Tennesses Uniform Administrative Procedures Act, and
T.C.A. Section ¢-8-101, et saq. Procedures whereby parties sesk
review, stay, or reconsideraticn are found in -
T.C.A. Sactions 4-5-315 through 818. Judicial review of
Gommission orders is described in T.C.A. Section 4-5=-322.

IT IS THEREFORE ORDERED:

1. That the spplication of Ken-Gas or Tennes-eé. Inc. be
granted for a Certificate of Convenience and Necessity for the
construction of a natural gas distribution systen.

2, Zhat within 60 drys of the substantial completion of
construction, Ken-Gas of Tennessee, Inc. is directed to file its
final coafb in accordance with the Uniform System of Accounte
with the Tennessee Public Service Commission.

3. That within S0 days of the substantial completion of
construction, Ken-Gas of Tennessse, Inc. is directed to file a
copy of the "Ae-Built" drawings and a -ignad statement that the
construction has been satisfactorily completed in accordance with
the contract plans and specifications with the Tennessse Public

Service Commission.

4. That the proposed financing plan, its amounts, interest
rates, and amortization periods as set forth herein, is hereby

approved,
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"5.- That the costs, as determined by .the Tennesses. Public

wi3

Service Commission Staff and set forth in Schedules 1 through 9,

are hereby approved.

6. That the rates as pet forth hereln are hnrcby'approv.d.

7. That Ken-Gas of Tennesses, Inc. is herepy directed o
file a tariff with the Tennesseas Public Service Coxmission
setting forth the rates approved herein.

8. That Xen-Gas of Tannessee, Inc. is hereby diéac:cd <o
file & copy of its General Rules and Regulations as prescribed
TPSC Rule 1220-4~1-,.01 through .07.

é. That Xen—Gae of‘rinna-sce. In¢. is hereby dlirected to
meintain its accounting records in accordance with the methods
prescribed by tha Unifaorm System of Accounting for Clase C & D
Utilities.

10,. That Ken-Gas of Tennessee, Inc. is hersby directed to
file a quarterly report, in the form of Quarterly Report Form

vy

PSQAG.OG, within 60 days of the ind of the gquarter coverad by the

repore,

PE B. CHRLSTIAN, II

ADMINISTRATIVE JUDGE




‘Before the | _ RECE’VED

PUBLIC SERVICE COMMISSION JUL 2411989
of the DIVISION OF UTILI
_ ENGINEERING & SER%ES

STATE OF TENNESSEE

in re:

KEN GAS OF JELLICO :EP’ oy o

t' I s
(Docket No. U-87-7538%" % s £ 1/ m
.. P :‘
i JMR -‘4‘.(_,‘,”5 ca .
!'" :l, 0’ "I
“_"“JI;":A‘ 1 o 279‘.:3 /?; ’a'?u

o _ . N
'Iﬂ{.Ill.llllll'llllllll} ey, 0"5'/"~*

. T A
¢ . ,'3 '
\ w -
Teatimony
of
Magnel Thompsén * et aaee
s o, N L D) LA
- - e ]
[P Y

. 1 < a1
»EER nnquuﬂu“fu'u

+

March 15, 1988




-
.

O O e N oy K w N

Q.

A,
Q.

Q.
A.
Q.

Q.

Q.
A.

State your name for the record please.
My name is Magnal Thompson.
What is your position with the Tennessee Publia Service

Conmission?

'I am employed as a Financial Analyst with the

cdmm1551on.

How long have you been employed with the Commission?
Two years.

Would you briefly describe your duties ss a Finaneclal
Analyst?

During my two yeaf employmeht T have participated in.
several rate case audits of utilities subject. to the
Commission'a Juriadlction, as well ss. the preparation
of exhibita fcr Commissien heafinga.' I have also been
invplved with the audit and analysis of the various
financial reports filed with the Commisaion,

What lis youl? educational background and what degrees
have you earned?

I have earned a Bachelor of Business Administration
degree with a major inm Accounting &nd a Masmters of
Business Adﬁiniatration degree from Tennessee 3tate
University in May 1984 and May 1986, respectively,

What is the purpose of your tebzimony in this case?

The purpose of nmy t;ahimony is to present information

and supporting' exhibits to the Commission to gssist

_them in deciding on the petition for a CCN by Ken Gas

of Tennessee to build a nsturzl gas aystem in Jellieo,

Page 1 Direct, Thompson
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Q.

“v'

Q.

A.

A.

Tehnéaaee_ and Dbegin operations within Jellico,

Tennessee.

Are thére any controveraial isaues in this case?
No. The Company has decided to adopt my exhibits as

their own.

Wwhat teat period did you use in considering the

Company's request?
Please epllovw me to give a brief explanation of s test
period for better underatanding. & teat period ia

generslly, B twelve month period of time in. which a

‘company's financlal resulta are analyzed end adjusted,

4{f necessary, to test a oompany's earpinga under
present br, in the case of Ken Gas, preposed rates. 1In

this case the Staff decided on a five year period of

time. The Staff felt that in order to analyze and test

the proposed rates of the Company & longer Lest period

. was necessary, This process of analyzing the results

of operations assists the Commission in determining
fair and ieasonable rates 6n-uhieh the Coppany will be
allowed an opportunity to earn a reasonable return on
its investments.

You referred bé the term "fair rate of return”, ¥What
is its definition and 1tav1mportanee to the Cemmisslon?
A rate of return is the compensetion for capital
required by the utility to provide service to the
customer. A "fair rate of return"™ iz a return,

expressed as a percentage, approximating the cost of

Page 2 Direct. Thompson
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- the capital. And, the cost of this capital is the
price that is paid for its use. This means that the

fair rate of return is what capital invested would be
able to earn if invested under similar conditions
elaevhere.

In the context of regulation of utilities, s fair rate

- of return is the percentage figure multiplied by rate

base. which preduces the return avallable to cover

intebest on debt and dividends on preferred and common

stoek. |

Generally, the Commission would consider what

constitutes a fair rate of return and adjust rates B0

as to sllow 1nvesto}s to earn this réte of return. The
Company falled to show calculﬁtions_ for what it

considersad a fair rate of return that it should be

aliowed the opﬁortunity to earn. The staff Economist

computed an oversll return of 11.955 and an equity

return of 15%.

Would you please aummariie'the Compény's request?

The Company requested a Certificate of Convenience and

Necessity to install and operate a natural gas
distribution syastem within the oity’limita of Jellico,

Tennesaee; Also, it requested approval of a rate to
charge customers uaing the gas. Finalli, it requested
approval eof the oconstruetion ecost to build the system
and the financing arrangements necessary to pay for the

debt.

Page 3 " Direct, Thompson




O O© N 00 V1w -

[0 S 1Y T (VI ) R 1 O ¢ T |V R O e L N i O T S
OVt E W N A QO W oo ~NN O W NN - O

A.

Q.

Q.

Is there a need for @ natural ‘gas aystem - in--Jelliee,
Tennessee?

Yes, the City of Jellice {a a municipal corporation
located in Campbell County, Tennessee and is without a
natural gas distribution system, There 1s currently a
need And demand for a natural gas distribution system

te provide natural gas to the cltizena of Jeallico. 1In

~order to supply the need for natural gas the Jellico

City Counsel has awarded a franchise to Ken Gas of
Tennessee, Inc. for the intent and purpose of

1nsta111ng and  operating a natural gas dizbributicn

aystem within the city limits,

What is your recommendation to this Commission?

I recommend that this Commission after viewing the
Company's ond Staff's testimony and exhibits grant =
Certificate of Convenience and Nécessityito Ken Gas of
Tennessee, Inc. to operate a natural gas disthibution
system within the city limita'bf Jelliao, Tennessee.
How would you like to present your exhnibits with their
adjuatments to the Commission?

As there are no ocontroversial issues between the
Conpany ‘and myself, I wdould like to summarize each
exhibit and provide a brief explanation for adjustments

of material 1mportanée.

Schedule 1 - Shows the forecasted earnings for the

firast five years of operation.

Page 4 » Direct, Thompson
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Schedulg 2 - Shows for the initial five yeears pf

eperationa total sales volume for each class of
customer priced out using the prOpoaéd ratea. This
provided <total revenues from gas sales for the Tfive
years. |

Schedule 3 = Purchasé:gaa was computed based on the
projected males volumes multiplied by the gas coat. per
Mef. Total cost of gas was then édju:tad for loss and
unaecounted for gaa at & reasonable rate of 2%.. This
provided the total cost of gas purchaaed.

Schedule 4 = Qther operating expenses of the Company
were found to be fair and reasonable by the Staff and
were adopted as presented. ‘
Schedule 5 =~ Shows other operating taxes that the
Company is required by law to pay as a result of doing
business.

Franchise Tax i3 a tax imposed on corporations for

the privilege of engaging in business within the State ‘
of Tennessee. Thé franchise tax shown was computed by.
applying the statutory franchise tax rate of $.25 per
$100 to the net utility plant in service at the end of
the Company's fiscal year,

Gross Receipts 1s another téx that corporations

pay for the privilege of conducting business. Gross
receipts was computed on the total revenues received
less the applicable exemption for gas companies of

$5000 multiplied by the statutory gross receipt rate of

Page 5 Direct, Thoempson
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3%. Generally, gross receipts taxes are computed on
prior yeai total groas receipts and payable 16 the
current year. But for aiﬁpliabic purposes, gross
receipts taxes are caleulated ‘on the ourrent total
revenues.

PSC_Fees, public utilities operating within the
State of Tenneaseeb and subject to the contrel and
jurisdiction of the Commission must pay a fee for the
inspection, control, and regulation ﬁf the company.
The fee 1is based on total revenues less a $5000
exemption multiplied by the statutory rate of 3%.

Pﬁyroll'Taxes.-utilities like othef employers are

required to pay social security and unemployment taxes
on the wages and salaries paid to their employees.' The
Company's payroll tax was computed based on its
projected three (3) employees multiplied by the
applicable state and federal unemployment tax rates and
social mecurity tax rate. -

Property Tax is based on sppralsed net book value

of the property in =service, multiplied by the
applicable statutory, equalization, ecity, and oounty
rates. The Company's property tax shown»was computed
based on.the assessed value of its property by the TPSC
Assessment Diviaion.. In reviewing the Company®s filed
financial atatements the Staff noted that the COmeny
did not show operating other taxes.aa an expense of

econducting busineas, The Staff has correctsd this by

Page 6 : Direct, Thompson
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the inclusion of other operating taxes in its operating
expense section as ahown on Schedule 1.

Schedule 6 - Detalls the Staff's calaulation of Federal
Income Tax and Tennessee Excise Tax for the firat five
years of operations. The Staff included the 5% surtax
in yesr 5 placed on texable income over $100,000.
Intereat expenaev on the loah was cemputed by
multiplying the projectedv yeafly rate base by the
welghted cost of debt. Because inierest expense is tax
deductible it must be deducted before arriving at
taxable income,

After arrivihg at taxable income, the Staff qomputed
excise tax using the sﬁatutory rate of €% a3 shown on
line 7. Next, the Staff computed FIT using statutbry
rates of 15% for taxable income up to $50,000, 25% for
income over $50;000 and up to $75,000 and 34% for
income over $75,000.

Schedule 7 -; Shows the éstimated rate base for the

first five yeers of operations. Line 1, Utility Plant
in Service $1,000,000 represents the Conmpany's

estimated cost for the natural gas system in Jellico.
Line 2, Working Capital is =a cash working capital
ailowanee that is included in the rate base to meet the
day to day cost of providing services to the custorer.
Line 4, Accumulated Depreciation represents the amount

of depreciation which has Dbeen  accumulated through

Page 7 Direct, Thompson
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dépraoiation expense over the lives of ‘the  various -
plant items included in utility plent in service.

After oonsidering 8ll of the above items, the Staff

estimated the rate base for the first five years of

operations as shown on Schedule 7. Rate Ddase

representa the investment on which tha Company ahbuld

be allowed an opportunity to earrn a fair rate of

return.

Schedule 8 ~ Shows the cepital structure of Ken Gas of

Jellico. The Commission's ataff Economiast estimated a

fair rate of return tc be 11.95%. This consists of

87.29% debt at a cost of 11,50% and of 12.71% equity at

a cost of 15%.
Schedule 9 - Details the depreclation expense schedule

as computed by the Commission's staff Engineer. _Total
depreciation expense was computed to be $26y239 with a
composite rate of ,024239.

Does this conclude your testimony?

Yes.

Page 8 Direct, Thompson
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KEN-GAS OF JELLICO
- ‘Capital Struoture
For the Initial Five Years of Operation

Capital - %of Cost
Structurs Capital Rate
Long~-Term Debt $ 1,000,000 &/ BT.29% 11.50%4/
Common Stock | 145,570 A/ 12.71% 15,0088/
Total 3 1 » 145 .57_0 100.00%

- o vt 2 s P Y v
SRESNRESNES ]

A/ Company's Workpapera. _
B/ Staff Econonist's equity cost rate estimation,

Schedule 8

Weighted
Coat;
10.04%
1.91%
11.95%

SE22=2ZIn8S




Schedule 9

KEN-GRS OF JELLICO
Depreciation Expense Schedule :
For the Initial Five Years of Operaticn

-Line Average Depreciation
No. Plant Accounts Inveatment Rate Life Expense
1 °  Receiving Station . § 37,500 3.00% 33 years 3 1,125
2 Distriot Regulator 3,500 3.008 33 years 105
3 ‘Distribution Maina 70,353 2,002 50 yeamrs 14,807
' Service Lines 116,025 2.50% 40 yeéra . 2,901
5  Meters 21,10 3.008 33 years 635
6 Service Regulators 4,042 3.00% - 33 years s
7 | Induatrial Sets 6,000 ) 3.06‘! 33 years 180
8 Case 580 Baokhoe 37,500 6.70% 15 years 2,513
9 Service Truck 10,500 10,008 10 years 1.056
10 Fusing Machine, : : '
Tools & Equipment 17,500 3.00% 33 years 525
i‘l Computer & Oft‘i'cé |
Equipment 5,000 5.00% 20 years 250
12 Total $ 1,000,000 - s 24,239
t EEAREas=ss ToSSIEESSRN
® Composite Rate 0.024239

SOURCE: Mr. Ted Tingley, Commission's Engineer.




EXHIBIT C

7;/1'(‘(: .(/(IJ "0///[11('(//‘ .Zm.

O BOX 119
Luice TN 377620119 :
e 7842120 January 15, 1950

RECEIVED

JAN 181990

DIVISICN OF uTiLITY

Mr. Ralph Dennie ENGINEERING & SERVICES

Kentucky Public Servi&e Commission

p. 0, Box 615

Frankfort, Kentucky 40602 /’;.,..L‘:? O
Re: Jellico, TN natural gas aystem

Dear Mr. Dennis:

In response to your reguest for 1nformation several residents
of Jellico that live in Kentucky just across the Tennesgee
state line have requested natural gas service.

Natural gas for the Jallico gas system is supplied by Dalta
Natural Gas Company, Inc, from an M/R station in Kentucky. A
7(f) exemption was iszned by FERC to transport natural gas
acress the Kentucky-Tennegsee border.

Mr. Earnest F. Burke, Gas Safaty Inspector for the Tennessee
Public Service Commissgion is the inspector for the gas system.
His office phone is (615) 741-2844 and home phone is (E15) 395-4655.

If agreeable with the Kentucky Public Service Commission natural
gas will be supplied to the Kentucky residents under the same
conditions as the residents in Jellico, Tennesses. 7This would

have to be subject to Tennessee PFublic Service Commission
approval and acceptance.

After your planned February 1, 1990 inspection visit to Jellico
additional information will be provided if needed.

Your assistance and consideration in this matter is appreciated.
Respectfully yours,
- ) -y ;
_’- TR /(:/Au‘hil.f
Walton R, Haddix
cc Opal Leach

@nclesure




EXHYBIT D

) Delta Natural Gas Company,ina.

soit Lexington Rosd
Winohesten Keninoeky 20001
0@ -744 4171

Decembar 7, 1989

RECEIvEr

Mr. Ralph E. Dennis DEC 121°7 %
 Manager, Gas Branch )

Publie Service Commission ' DIVISION pF . -, +;
730 Schenkel Lane ENGINEERING .. . iivinky

P. 0. Box 615
Frankfort, KY 40602

'fauéﬁw
Deax Ralph: .

, I am pleaaed to respond to your letter of November 13, 19589

regarding Jellico Gas Utility's interest in serving certain
residents in Kentucky.

I have recently talked with Mr., BEarl Holsapple of Jellico

Gas Utility and he has informed me that there may be as many as
£ifty (50) residents of Kentucky that could be feasibly served
by Jellico Gas Utility. It would not be feasible for Delta to
dizrectly serve these prospective customers. , R

Delta has no abjection to Jellico Gas Utility serving
customers in Kentucky provided that Jellice Gas Utility does not
attempt to duplicate service provided by Delta. It is our feeling
. that the gquestion of jurisdiction should be determined by the
respective Public Service Commissionsand Delta has no opinion
on this issue.

We encourage the respective Public Service Commissions
to resolve this issue in such a manner that vasidents of tha
Jellico area will not be discouraged from obtaining natural gas
aervice,

We appreciate the opportunity to respond and if I can be of
any further assistance plaase contact me at your conveniance.

si rely,

Robert C. Hazelr
Vice President

Marketing and Public Relations




TENNESSEE PUBLIC SERVICE COMMISSION . B
460 JAMES RCBERTSON PARKWAY -
NASHVILLE. TENNESSEE 37243-0505

PAUL ALLEN. exgcutive orgcToR

KEITH BISSELL. cramMman
HENRY M. WALKER. GENERAL CCUNSEL

STEVE HEWLETT, coMmssioneER
FRANK COCHRARN, cammssicHza

RECEIVED

May 9, 1990
MAY 29 1990

ITEEG AT

Mr. Lee M. McCracksen PUBUCSERV‘SE
Executive Direczor COMMISSIO
Kentucky Public Service Commission

730 Schenkel Lans
P.0. Box 615 .gig,n/- O
frankfort, KY 40602

Re: Jelllco Gas Utility, Inc.

Dear Mr. McCracken:

I have reviewed your letter which proposes that the Tennessee

Public Service Commission extend its jurisdiction of Jellico Gas

Utiliey, Inc. to approximately 57 perspective customers in

Kentucky, We hnave had similar arrangements with Commissions in

other states contiguous to Tennessee and believe that <this

proposal is feasible, I recommend that the Kentucky Commission -

issue an order giving Jellico Gas Utility authority to operate in
the proposed territory pursuant to the rates and terms approved by
the Tennessee Comnission. We would regulate the entire system as a

whole including rates, service and safety. When we issue an order.
with respect to the company, it could be sent to your Commission -
for ratification with respect to the Kentucky service. I see no

problem with the Xentucky PSC reviewing the situation periodically
to determine if it wishes to reassert Jjurisdiction over the

Xentucky customers.

I am referring the matter to Glynn Blanton, our Director of

Gas Pipeline Safety and D. Billye Sanders, Assistant General
Counsel to continue to work with you on the detgiis.

¢: Glynn Blanton
D. Billye Sanders
Walton Haddix, Jellico.Gas Utility, Inc.
Paul Allen, Executive Director
Hal Novak, Accounting Divisicn

g




Schedule 2(a)-4
Fentress, Tennessee Natural Gas Transmission Pipeline and Stations Deseription

FENTRESS ROW EXPLANATION

GASCO supplies natural gas to individual customers whose properties lie within the B & W
Pipeline that GASCO’s wholly owned subsidiary, The Titan Energy Group, Inc. (TTEG)
currently owns. Each customer has an individual meter off the B & W Pipeline. Further
information is as follows,

1. REDACTED

N

- REDACTED

3. REDACTED

4. REDACTED

W

. REDACTED

REDACTED

&




Transmission Station.

Seller currently has six individual meters at the following service points on the B&W Pipeline:
() REDACTED
(i) REDACTED
(iiy REDACTED
(ivi REDACTED

(v)l REDACTED
(vi) REDACTED
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vThis document has beenele,ctronically entered in the reéd'rds of the United
States Bankruptcy Court for the Southern District of Ohio. '

. ‘ D S BAN, .
IT IS SO ORDERED. e

Dated: October 21, 2010

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF OHIO
EASTERN DIVISION

e | T S S ~ Case No. 09-056171

- GASCO DISTRIBUTION = Chapter 11
SYSTEMS, INC. ' '

, : Judge C. Kathryn Preston
Debtor. ‘

ORDER (A) APPROVING THE SALE OF SUBSTANTIALLY ALL OF DEBTOR’S
UTILITY DISTRIBUTION SYSTEMS ASSETS TO SUCCESSFUL BIDDER AT AUCTION;
(B) AUTHORIZING THE ASSUMPTION AND ASSIGNMENT OF CERTAIN
EXECUTORY CONTRACTS; AND (C) GRANTING OTHER RELATED RELIEF
[RELATED TO DOC. NOS. 179, 199 and 211]

This matter coming before .the Court on the Motion of Gasco Distribution Systems, Inc.,
Debtor and Debtor in Possession (“Debtor”), for an Order (I) Aut>horizing’ the Sale of
Substantially all of its Utility Distribﬁti()n_ Systems Assets Free and Clear of Liens, Claims and
Encumbrances ‘under Asset Purchase Agreement,- Subject to Higher and Better' Offers, an

Approving the Procedures for an Auction, (1II) Authorizing the Assumption and Assignment of




Certain Executory Contracts in Connection Therewith, (IV) Scheduling an Auction and a
Hearing Date Relating Thereto, (V) Approving Break-Up F ee, and (V]) Appro&ing the Forms of
Notice Thereof [Doc. No. 179] (the “Sale Motion”). " The Sale Motion sought approval of,
émong other things, (i) the instituﬁon of bidding précedures to be employed in connection with
the Debtor’s sale of substantially all of the Debtor’s utility distribution systerﬁs assets to Navitas
Assets, LLC or its designated assigns (the “Buyer”) pursuant to the terms and conditions of an
Asset Purchas‘e Agreement (“APA”) hsubject to higher or otherwise better bids, and (ii) the
,rscheduling of a bid submission deadline, auction, and sale hearing and objection deadline and the
approval of the sale of substantially all of the Debtor’s assets to Buyer under the APA subject to
higher and better bids being received at auction, and the Debtor’s assumption and assignment of
éertain of its executory contracts in connection fherewith. In connection with the Sale Motion,
- the Court previously entered its Order Authorizing And Approving The Bidding Procedures For
An- Auction Sale Of Substantially All of the Debtor’s Utility Distribution Systems Assets,
Scheduling An Auction Date And Sale Hearing Date And The Deadline For Objections To The
Proposed Sale, And Approving Notices To Creditors And Parties In Interest on August 23, 2010
[Docket No. 199] (the “Bid Procedureé Order”).’ After the Auction held on October 12, 2010
pursuant to the Bid Procedures Order, and as identified in the Report of Auction Sale [Doc. No.
~ 211] (“Auction Report”)’ filed herein by the Debtor, the Debtor has determihed the Winning Bid
and Winning Back-Up Bid as follows: Navitas Assets, LLC, the Stalking Horse‘ (“Buyer”) has
been determined by the Debtor to be the Winning Bidder submitting the highest and best bid (the

“Winning Bid”) for the combination of the Jellico Utility and the Three ABF Utilities, with the

* Attached to the Report of Auction Sale is the Amendment to the APA as between the Debtor and Buyer, which, the
Debtor represents, does not make any changes that are less favorable, nor more burdensome, than Buyer’s APA.
Also attached to the Report of Sale is the Winning Back-Up Bid of Powell Clinch for the Jellico Utility only, not
including the increase of the purchase price at the Auction to $570,000.




base purchase price’ bid of $760,200, and Powell Clinch Utility District of Anderson and-
Campbell County, Tennessee (“Powell Clinch”) has been determined by the Debtor to be the
Winning Back-Up Bidder submitting the highest and best bid for the Jellico Utility Only
“Winning Back-Up Bid” with a base purchase price of $570,000. A hearing (“Sale Heating”)
was held on the Sale Motion and Auction Report and to consider approval of the Winning Bid
and Winning Back-Up Bid on October 19, 2010; and all creditors and parties in interest have
been afforded an opportunity to be heard with respect to the Sale Motion and Auction Report and
all relief sought thereunder, and the Court being otherwise duly advised and informed in the
- premises, and noting that there have been no objections, the Cburt, for the reasons stated on the
record at the Sales Hearing, and further based upon the Sale Motion and Auction Report, hereby
finds and Orders as follows.’

IT IS HEREBY FOUND AND DETERMINED THAT:

A. This Court has jurisdiction over the Sale Motion pursuant to 28 U.S.C. §§ 157 and 1334,

and this matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A), (N) and (O). Venue of
this case and the Sale Motion in this district is proper under 28 U.S.C. §§ 1408 and 1409. The
statutory predicates for the relief sought in the Motion are Sections 105(a), 363(b), (f), (m) and
(n), and 365 of the United States Bankruptcy Code, 11 U.S.C. §§ 101 ef seq., as amended (the
“Bankruptcy Code”), and Rules 2002, 6004, 6006 and 9014 of the Federal Rules of Banlcruptcy
Procedure (the “Bankruptcy Rules™).

B. The Debtor has conducted a thorough and adequate search for potential purchasers for the
Distribution Systems or Assets (“Assets”).

C. Proper, timely, adequate and sufficient notice of the Sale Motion, the Sale Hearing, and
the transactions contemplated by the APA and this Order (the “Transactions”), including,

2 As set forth in the Sale Motion, page 7, Buyer’s APA, not only has a base purchase price, but customary
adjustments including credit/debits, as appropriate, including for customer deposits, accounts receivable collected
within a certain time, spare parts, unrecovered gas costs and Cure Amounts on Assumed Contracts. The Debtor
represents that the Winning Back-Up Bid contains similar adjustments.

* All capitalized terms not defined in this Order shall have the same meanings as in the Sale Motion or the Winning
Bidder’s APA, and, as appropriate, the Winning Back-Up Bidder’s APA.




without limitation, the assumption and assignment of the Assumed Contracts, has been provided
in accordance with Sections 105(a), 363 and 365 of the Bankruptcy Code and Rules 2002, 6004,
6006, and 9014 of the Bankruptcy Rules. Such notice was good, sufficient and appropriate under
the particular circumstances, and no other or further notice of the Sale Motion, the Sale Hearing,
or the transactions, including, without limitation, the assumption and assignment of the Assumed
Contracts, is or shall be required.

D. As demonstrated by (i) the testimony and/or other evidence proffered at the Sale Hearing,
- and (ii) the representations of counsel made on the record at the Sale Hearing, the Debtor has
conducted the sale process fairly and openly in a manner reasonably calculated to produce the
highest and best offers for the Assets under the circumstances and in compliance with the Bid
- Procedures Order. The Sale Hearing was held and the highest and best offer received by the
Debtor for the Assets at or before the Sale Hearing was the offer by Buyer to purchase the Assets
at a base purchase price of $760,200, and such offer is reflected in the Buyer’s APA*. The
highest and best back-up bid on the Jellico Utility only is the $570,000 offered by the Winning
Back-Up Bidder, Powell Clinch, pursuant to the terms of the Winning Back-Up Bid.

E. Approval of the Buyer’s APA and consummation of the Transactions, including the sale
of the Assets at this time, is in'the best interests of the Debtor, its creditors, its estate, and other
parties in interest. The Debtor has established that strong business reasons exist for (i) selling the
Assets outside the ordinary course of business and outside a plan and (ii) the assumption and
assignment of the Assumed Contracts as specified in the APA. The sale of the Assets pursuant to
the APA will produce higher value than could be obtained in a liquidation sale. B

F. Upon review of the evidence presented or proffered, the Court finds that the APA was
negotiated, proposed and entered into by the Debtor and the Buyer without collusion, in good
faith, and from arm’s-length bargaining positions. The terms of the APA are fair and reasonable.
Neither the Debtor, nor the Buyer have engaged in any conduct that would cause or permit the
APA or any part of the Transactions provided for herein to be avoided, or for the imposition of
costs and damages against the Buyer under Section 363(n) of the Bankruptcy Code. The Buyer is
not an insider of the Debtor as that term is defined in Section 101(31) of the Bankruptcy Code.
The Buyer is not related to nor affiliated with the Debtor or any of its officers or shareholders.

G. Upon review of the evidence presented or proffered, the Court finds that the Buyer is a
good faith purchaser under Section 363(m) of the Bankruptcy Code and, as such, is entitled to all
of the protections afforded thereby. The Buyer will be acting in good faith within the meaning of
Section 363(m) of the Bankruptcy Code in closing the sale of the Assets pursuant to the APA.

H. The Debtor is the sole and lawful owner of the Assets. Subject to certain exceptions set
forth herein, the Debtor may sell the Assets to the Buyer free and clear of all liens, claims and
interests in accordance with, and to the extent permitted by, section 363(f) of the Bankruptcy
Code. As a condition of purchasing the Assets, the Buyer requires that the Assets be sold free
and clear of all liens, claims and interest, including all tax liens, except those explicitly and
expressly assumed by the Buyer in the APA. Accordingly, the transfer of the Assets to the

* “APA” as referenced singularly herein, shall'only mean the Buyer’s APA, as amended.




Buyer is or will be alegal, valid and effective transfer of the Assets; and will vest the Buyer with
all right, title and interest in and to the Assets, free and clear of all liens, claims and interest, .
including all tax liens, except those explicitly and expressly assumed by the Buyer in the APA
pursuant to, and to the fullest extent permitted by, section 363(f) of the Bankruptcy Code.

Except as otherwise expressly set forth in the APA, the transfer of the Assets to Buyer do€s not

~and will not subject Buyer to any liability whatsoever with respect to the operation of the
“ Debtor’s business and/or the ownership of the Assets prior to the Closmg

L Non-debtor parties holding valid liens, claims or interests in or with respect to the Assets

who did not object to the Sale Motion or those whose objections were withdrawn are deemed to
have consented to the sale of the Assets free and clear of their liens, claims or interests in or with
respect to the Assets pursuant to section 363(f)(2) of the Bankruptcy Code.

. In the event that the Buyer does not timely perform, or otherwise fails to close on the

Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may bave under the APA, the Winning Back-Up Bid of Powell Clinch

- - shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility,

and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.

- Accordmgly, in such event, the ﬁndmgs of this Court with respect to the Buyer and the APA as

set forth in paragraphs E, F, G, H, and I hereof shall also be deemed to equally apply to the

- Winning Back-Up Bidder and the Winning Back-Up Bid on the sale of the Jellico Utility only.
- Notwithstanding, Powell Clinch’s closing on the purchase of the J ellico Utility on the terms and

conditions set forth in its Winning Back-Up Bid and herein shall then be at its option and it shall

not be obligated to so close, unless it subsequently agrees to do so.

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED THAT:

1. The Motion, as rsupplemented by the Auction Report, is GRANTED by this Order.

Approval of the Asset Purchase Agreement |

2.  The APA, and all of the terms and conditions thereof, as may be amended, including as

- may be amended by this Order, are hereby approved.

3. Pursuant to Sections 363(b) and (t) of the Bankruptcy Code, the Debtor is authorized and

directed to consummate the sale of the Assets pursuant to and in accordance with the terms and
conditions of the APA and this Order.

4. The Debtor is empowered to perform under, consummate and implement the APA, and is

authorized and directed to take all other actions as are necessary to effectuate the Transactions,
including executing and delivering all additional ‘instruments and documents that may be
reasonably necessary or desirable to implement the APA, and to take all further actions as may
be requested by the Buyer for the purpose of assigning, transferring, granting, conveying and




conferring to the Buyer or reducing to possession, the Assets and the Assumed Contracts, or as

may be necessary or appropriate to the performance of the obligations as contemplated by the
APA. :

Transfer of Assets Free and Clear of Liens

5. At Closing, Buyer shall acquire the Assets for the Purchase Price (as defined in the APA,
to the extent modified hereby). Upon the payment of the Purchase Price for the respective assets,
the Assets shall be transferred, and title passed, to the Buyer in the respective Assets pursuant to
the fullest extent permitted by Sections 105(a) and 363(f) of the Bankruptcy Code and all other
applicable laws, free and clear of all claims, liens, interests or encumbrances, including all tax
liens, other than the Assumed Liabilities and such other liens, claims and interests as are
expressly and explicitly assumed by the Buyer in the APA (collectively, the “Permitted Liens”),
with all such liens, claims, interests or encumbrances of any Kind or nature whatsoever (other
than the Assumed Liabilities and the Permitted Liens) attaching to the proceeds of the sale of the
Assets in the order of their priority, with the same validity, force and effect which they now
- have.. - -

6. Except for the Assumed Liabilities (as defined in the APAs or as otherwise expressly
provided for in the APA), the Buyer shall not have any liability or responsibility for any Liability
(as defined in the APA) or other obligation of the Debtor arising under or related to the Assets.
Without limiting the generality of the foregoing, and except as otherwise specifically provided in

" the APA, the Buyer shall not be liable for the Excluded Liabilities (as defined in the APA) orany * -

other Liabilities against the Assets, Debtor or any of their predecessors or affiliates including, but
not limited to, Liabilities whether known or unknown as of the Closing Date, now existing or
‘hereafter arising, whether fixed or‘contingent, with respect to the Debtor or any obligations of
the Debtor arising prior to the Closing Date, whether relating to or arising out of the Business (as
defined in the APA), the Excluded Assets (as defined in the APA) or the Assets or otherwise,
other than the Assumed Liabilities.

7. Except as expressly permitted or otherwise specifically provided by the APA, all parties
holding liens or claims or interests of any kind or nature whatsoever against Debtor or the Assets
(whether legal or equitable, secured or unsecured, matured or unmatured, known or unknown,
liquidated or unliquidated, contingent or non-contingent, senior or subordinated), arising under
or out of, in connection with, or in any way relating to, the Debtor, the Assets, the operation of
the Debtor’s business prior to the Closing Date, or the transfer of the Assets to the Buyer, hereby
are forever barred, estopped, and permanently enjoined from asserting such persons’ or entities’
liens or claims against the Buyer, its successors or assigns, its property or assets, which claims
are hereby transferred to the sale proceeds whether or not a party asserting any such claim has
delivered to Buyer a release. But for the obligations under Assumed Contracts or other assumed
liabilities as expressly provided for in the APA, Buyer shall not be liable for any claims of any
kind or nature, whether prepetition or post-petition, matured or unmatured, fixed or contingent,
liquidated or unliquidated, known or unknown, against the Debtor or any of their predecessors or
affiliates, and the Buyer shall have no successor liability to the extent this Court has the authority
to order same under applicable law.




8. - Pursuant to sections 365(b), (c) and (f) of the Bankruptcy Code, and subject to this Order,.
the Debtor is authorized to assume and assign the executory contracts as were identified on the
‘Notice of Intent to Assume (hereinafter referred to collectively as the “Assumed Contracts”),
- which, consistent with the APA and this Order, are those identified in the APA (as such terms
are defined in the APA) designated for assignment to the Buyer pursuant to the APA, subject to
the procedures established in the Bid Procedures Order.

9. Those Assigned Contracts, to which there has been no objection to assignment,
assumption and the Cure Amount (i) shall be deemed assumed and assigned to the Buyer as of
the Closing Date and (ii) the Buyer shall be deemed to have provided adequate assurance of its
future performance under the relevant Assigned Contracts within the meaning of sections
365(b)(1)(C), 365(b)(3) (to the extent applicable) and 365(f)(2)(B) of the Bankruptcy Code.

10. © Upon Closing, the Buyer shall assume full réspons1b111ty and liability for all Assigned
-Contracts, including payment of all Cure Amounts (as have been established in accordance with”
Cure Notice), and Debtor shall have no further responsibility, financial or otherwise, under any

- Assumed Contracts for any defaults, breaches or other damages associated with the Assumed . -

Contracts, whether arising or accruing prior to or subsequent to the Closing, except as follows:

unless expressly assumed by the Buyer, the Debtor shall be responsible for any additional

. _obligations accruing post petition since the filing of the Sales Motion under the Assigned -

Contracts through the date of Closing, and a portion of the Purchase Price may be apphed to pay
the same.

11.  On of as promptly after the Closing Dafe as_ practical, the Cure Amounts to which no
- objections have been filed, or to which the Buyer and applicable non-debtor contract party have
agreed as to the allowed Cure Amounts, shall be paid.

12.  The Buyer shall only be required to assume the Assigned Contracts, subject to the
applicable Cure Amounts, and the Debtor shall not be deemed to assume any executory contract
-that is not assigned to the Buyer.

13.  There shall be no rent accelerations, assignment fees, increases or any other fees charged
to the Buyer as a result of the assumption and assignment of any Assigned Contract.

14.  Pursuant to sections 105(a), 363 and 365 of the Bankruptcy Code, all parties to the
Assigned Contracts are forever barred and enjoined from raising or asserting against the Buyer
any assignment fee, default, breach or claim or pecuniary loss, or condition to assignment,
arising under or related to the Assigned Contracts existing as of the Closing or arising by reason
of the Closing, except for any post-petition amounts that are Assumed Liabilities being assumed
by the Buyer under the APA. Payment of the Cure Amounts shall be deemed to discharge the -
Debtor’s obligation to: (i) cure, or provide adequate assurance that the Debtor will promptly
cure, any defaults under the Assigned Contracts and (ii) compensate, or provide adequate
assurance that the Debtor will promptly compensate any non-debtor party to the Assigned
Contracts for any actual pecuniary loss resulting from any default under the Assigned Contracts.




15. - In accordance with sections 365(b)(2) and (f) of the Bankruptcy Code, upon transfer of
the Assigned Contracts to the Buyer, (i) the Buyer shall have all of the rights of the Debtor
hereunder and each provision of such Assigned Contracts shall remain in full force and effect for
the benefit of the Buyer notwithstanding any provision in any such Assigned Contract or in
applicable law that prohibits, restricts or limits in any way such assignment or transfer, and(ii) no
Assigned Contract may be terminated, or.the rights of any party modified in any respect,
including pursuant to any “change of control” clause, by any other party thereto as a result of the
consummation of the Transactions.

16.  The Debtor shall reject all executory contracts relating to the Distribution Systems that
are not Assumed Contracts, pursuant to Section 365 of the Bankruptcy Code, which rejection
shall be effective on the Closing Date by serving a Rejection Notice to the holders of those
executory contracts that are not Assumed Contracts. ' '

17. " The transfer of the Assets to the Buyer pursuant to the APA and this Order constitutes a
legal, valid, and effective transfer of the Assets, and shall vest the Buyer with the same right, title
and interest of the Debtor in and to the Purchased Assets free and clear of all liens of any kind or
nature whatsoever (but for the Assumed Liabilities and the Permitted Liens) notwithstanding any
requirement for approval or consent by any entity (as defined in Section 101(15) of the
Bankruptcy Code). '

18.  From and after the entry of this Order, the Debtor, and all third parties with notice of the

‘sale shall not take or cause to be taken any action which would interfere with the transfer of the
Assets to Buyer in accordance with the terms of this Order or the APA or the use and operation
by the Buyer of the Assets.

19.  The transfer of the Assets to the Buyer pursuant to the APA is an exchange for
consideration by the Buyer constitutes reasonably equivalent value and fair consideration under
the Bankruptcy Code and under the laws of the United States, any state, territory, possession or
the District of Columbia.

Additional Provisions

20. On the Closing Date of the Transactions, each of the Debtor’s creditors, secured or
otherwise, are authorized and directed to execute such documents and take all other actions as
may be necessary to release their liens in the Assets, if any, as such Liens may have been
recorded or may otherwise exist.

21.  If any person or entity asserting a security interest has filed financing statements,
mortgages, construction liens, mechanic’s liens, judgment liens, lis pendens, or other documents
or agreements evidencing liens or encumbrances with respect to the Assets, and has not delivered
to the Debtor and/or the Buyer prior to the Closing Date, in proper form for filing and executed
by the appropriate parties, termination statements, instruments of satisfaction, and/or releases of
all liens which the person or entity has with respect to any of the Assets then (a) the Debtor or
the Buyer are hereby authorized and directed to execute and file such statements, instruments,
releases and other documents on behalf of the person or entity with respect to the Assets and (b)




the Buyer is hereby authorized to file, register, or otherwise record a certified copy of this Order,
which, once.filed, registered, or otherwise recorded, shall constitute conclusive evidence of the
release of all liens in the Assets of any kind or nature whatsoever.

22.  Any notices required to.be given to the Debtor’s employees pursuant to any federal or
state labor or similar laws shall be the sole responsibility of Debtor, and the Buyer shall have no
liability for Debtor’s failure to do so. Buyer shall have no obligation to pay wages, bonuses,
vacation pay, severance pay, benefits of any kind (including without limitation accrued unpaid
medical benefits), or incentives, or retention payments, workers compensation, or unemployment
benefits or any other payment with respect to employees or former employees of the Debtor.

23.  This Court shall retain exclusive jurisdiction to implement and effectuate the provisions
of this Order and the APA and to resolve any issue or dispute concerning the interpretation,
implementation or enforcement of this Order and the APA and any subsequent agreement as
required to be entered into between the Debtor and the Buyer pursuant to this Order, or the rights
and duties of the parties hereunder or thereunder, including, without limitation, any issue or
dispute concerning the transfer of the Assets free and clear of liens, claims, interests or
encumbrances.

24.  Any stay, modification, reversal or vacation of this Order will not affect the validity of
any obligation of the Debtor to the Buyer incurred under this Order. Notwithstanding any such
stay, modification, reversal or vacation, all obligations incurred by the Debtor under this Order
and the APA prior to the effective date of such stay, modification, reversal or vacation will be
governed in all respects by the original provisions of this Order, and the Buyer is entitled to the
rights, privileges and benefits granted in this Order with respect to all such obligations.

25.  The transactions contemplated by the APA are undertaken by the Buyer in good faith, as
that term is used in Section 363(m) of the Bankruptcy Code. Accordingly, the reversal or
modification on appeal of the authorization provided herein to consummate the transactions shall
not affect the validity of the Transactions as to the Buyer, except to the extent such authorization
is duly stayed pending such appeal prior to such consummation. The evidence presented or
proffered has demonstrated that the Buyer is a purchaser in good faith of the Assets and is
entitled to all of the protections afforded by Section 363(m) of the Bankruptcy Code.

26.  The terms and provisions of this Order shall be bindirig in all respects upon and shall
inure to the benefit of, the Debtor, its estate, and their creditors, the Buyer and its affiliates,
successors and assigns, and shall be binding in all respects upon any affected third parties
including, but not limited to, all persons asserting liens in such Assets, notwithstanding any
subsequent appointment of any Chapter 11 or Chapter 7 trustee(s), upon which such terms and
provisions likewise shall be binding.

27.  Based upon the evidence presented or proffered, it has been determined that the Buyer
shall not be deemed to (a) be the successor in interest of the Debtor: (b) have, de facto or
otherwise, merged with or into the Debtor; or (c) be a continuation of the Debtor.




28. - The failure spec1fically to include any part1cular provision of the APA in this Order shall
not-diminish or impair the effectiveness of such provision, it being the intent of the Court that the
APA be authorized and approved in its entirety. Likewise, all of the provisions of this Order are
non-severable and mutually dependent.

29.  The APA and any related agreements, documents or other instruments may be modified,
amended or supplemented by the parties thereto, in a writing to be signed by all parties, and in
accordance with the terms thereof, without further order of the Court, provided that any such
modification, amendment or supplement does not have a material adverse effect on the Debtor’s
estate.

30.  Nothing contained in any plan confirmed in this case or any Order of this Court
confirming such plan shall conflict with or derogate from the provisions of the APA or the terms
of this Order.

31.  The Closing on the Transactions cannot occur without the authority of the state and local
- governmental jurisdictions from which the Debtor currently has the authority to operate its
respective utilities. The Court acknowledges that obtaining such regulatory authority may take a
number of months and accordingly, that the Debtor shall be required to continue to operate the
Jellico Utility and the Three ABF Utilities until such transfers are approved by the Court.

32.  As requested in the Motion, the Debtor is authorized to pay, from the proceeds of the
Purchase Price with respect to the respective assets, the amounts owing to the state and local
governments for taxes as identified in the motion in reduced amounts as agreed to by the Debtor
and by such taxing authorities, up to the amounts as set forth in the Motion without further Order
of this Court. Notwithstanding the foregomg, and except for any Permitted Liens, Buyer shall
have no obligation to pay any remaining outstanding liabilities of Debtor with respect to any
~ state, local or federal taxes.

33.  This Order constitutes a final and appealable order within the meaning of 28 U.S.C. §
158(a). Notwithstanding Bankruptcy Rules 6004(h) and 6006(d), and to any extent necessary
under Bankruptcy Rule 9014 and Rule 54(b) of the Federal Rules of Civil Procedure, as made
applicable by Bankruptcy Rule 7054, the Court expressly finds that there is no just reason for
delay in the implementation of this Order. In the event that all conditions precedent to closing
have been met or waived under the APA, the Debtor and the Buyer are hereby authorized to
consummate the Transactions upon entry of this Order or as soon as reasonably possible
thereafter. :

34.  In the event that the Buyer does not timely perform, or otherwise fails to close on the
Transactions contemplated by the APA, and without otherwise releasing the Buyer from any
claims that the Debtor may have under the APA, the Winning Back-Up Bid of Powell Clinch
shall automatically be deemed to be the highest and best bid with respect to the Jellico Utility,
and the Debtor and Powell Clinch, shall be authorized, but neither required to, close on the sale
of the Jellico Utility as is commercially reasonable without further order of this Court, on the
terms and conditions set forth in the Winning Back-Up Bid, except as modified herein.
Accordingly, in such event, the findings, orders and the provisions of paragraphs 1 through 35 of




this Order with respect to the Buyer and the APA and the consummation of the Transactions
shall also be deemed to equally apply to the Winning Back-Up Bidder and the Winning Back-Up
Bid on the sale of the Jellico Utility only. Notwithstanding, Powell Clinch’s closing on the
purchase of the Jellico Utility on the terms and conditions set forth in its Winning Back-Up Bid
and herein shall then be at its option and it shall not be obligated to so close, unless it
subsequently agrees to do so. '

35.  Debtor’s counsel shall promptly return the Earnest Money Deposits of $50,000 each that
counsel received from Powell Clinch and Delta Natural Gas Company, Inc. of Westchester,
Kentucky with their bids.

Copies to:
Default List -

Roberta M. Rossi

Law Offices of Roberta M. Rossi

8904 FM 2920

Spring, Texas 77379

{(Counsel for Navitas Assets, LLC, Buyer/Winning Bldder)

’ Herbert B. Williams, Esq.

Stokes, Williams, Sharp & Davies

920 Volunteer Landing Lane, Suite 100

Knoxville, TN 37915

(Counsel for Powell Clinch, Winning Back—Up Bldder)

TWENTY LARGEST CREDITORS

Baker & Hostetler
PO Box 70189
Cleveland, OH 44190

Sandra Burgin, Executrix
Estate of James D. Burgin
83 Pineway Street
Crossville, TN 38555-4894

Del Gaséo, Inc.
3617 Lexington Road
Winchester, KY 40391

Flatiron Capital
950 17th Street, Suite 1300
Denver, CO 80202




Gatherco, Inc.
5772 Dressler Road NW
Canton, OH 44720

Internal Revenue Service
-ACS Support — Stop 813G
PO Box 145566

Cincinnati, OH 45250-5566

Kentucky Department of Revenue
Division of Collections

501 High Street

PO Box 491

Frankfort, K'Y 40602

Kentucky, City of Albany
PO Box 129
Albany, KY 42602

Pickett County Tennessee _
c/o Sue Whited, Clerk and Master

1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Kentucky, Clinton County
c/o Ricky Riddle

100 South Cross Street
Albany, KY 42602 '

Ohio, Dept. of Taxation
Public Utility Tax Section
PO Box 530 :
Columbus, OH 43216

Pennsylvania, Commonwealth of

Office of the AG

Financial Enforcement

564 Forbes Avenue, 5th Floor, Manor Comp.
Pittsburgh, PA 15219

Commonwealth of Pennsylvania

Dept. of Revenue, Bureau of Compliance
PO Box 280946

Harrisburg, PA 17128-0946
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_ Potesta & Associates

7012 MacCorkle Avenue, SE
Charleston, WV 25304

Tennessee Dept. of Revenue

Andrew Jackson State Office Building
500 Deaderick Street

Nashville, TN 37242-0700

Campbell County Tennessee
Wm. F. Archer, Clerk and Master
Box 182

Jacksboro, TN 37757

Tennessee, City of Byrdstown
PO Box 325
Byrdstown, TN 38549

Pickett County Tennessee

c/o Sue Whited, Clerk and Master
1 Courthouse Square, Suite 203
Byrdstown, TN 38549

Utility Pipeline, Ltd
Attn: David J. Eigel, President
5900 Mayfair Road
Canton, OH 44720

West Virginia State Income Tax Dept.
Internal Audit Division

- PO Box 1202

Charleston, WV 25324-1202
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‘Home . -

~ Management -

ot Rrérré_fd,'\lérnér,; CEO

: ;' Mr, chhard Varner brrngs over 31 years of petroleum rndustry experrence to the f

- __Navrtas Companres Hehas held posrtrons in a number of downstream and

B midstream operatrons as well as berng rnvolved drrectly in oil-and gas producrng

e entrtres

: ;'Vamer ‘a natrve of Wchrta Kansas attended the Unrversrty of Nebraska oha -
full athletrc grant- in-aid, recervrng a Bachelor S degree I’ Busrness Admrnrstratron
;rn 1976.:He recerved his MBA from the Unrversrty of | Kansas in 1978

: Upon graduatron Vamer worked onthe crude petroleum tradrng desks for the

-'Coastal Corporatron in the U.8, and Europe in addrtron he served as an equrty

N partner and trader at Quiestor Petroleum and held tradrng positions at Avant

: _~Petroleum a wholly owned subsrdrary of Mltsur & Company. USA.-

i 1982 Vamer retumed to the. Coastal Corporatron to head domestrc crude oil- ;'

) vj'operatrons and" helped form arid run rts commodrty tradrng operatrons durrng
. this penod and served on NYMEX crude oil contract advrsory commrttee :

7 7 Vamer transferred b he Us: West Coast as head o Coastal s West Coast
- refi ining:and marketrng subsrdrary, Pacrﬁc Refi nrng Company Durtng this - .
o assrgnment as Pacrf ic's CEO The Coastal Corporatron and ‘Thé China Natronal

i Chemrcal Import and Export Company, (SINOCHEM) formed a Jornt venture to.”
-own and operate the “Patific Refin ining Company Varner charred thrs organrzatron . i ) i
2 o1 500 customers in Caddo and Washrta Countres of Oklahoma wrth 600 mlles of o g

N r'untrl leavrng in 1991 to forrn and own- Newport Petroleum Inc

: ;Newport Petroleum was pnmarrly engaged in the marrne transportatron and o

- termrnallrng of. petroleum products along the West Coast of the Unrted States c -'

-~ Canada, Mexrco and Hawarr Newport Pelroleum eventually grew rts operatrons
'to rnclude 9 ocean gorng tug ahd barge’ unrts wrth pnmary operators in Alaska

S Caltfornra and Washrngton Cabrrllo Shrpprng, an afﬁlrated company, was the

b ;ﬁrst contarner on—barge operatron between the ports of Los Angeles/Long Beach

© -and Mexrco

' :Srnce the sale of Newport Petroléum in 2003 he has actrvely been rnvolved in
) acqursrtron of. LDC and. prpelrne assets in: the natural gas rndustry through
;Navrtas Utrlrtres LLC o S S S

CU A TDH Construction _Consulttng in Lake Forest, California, Hz
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- Competitive Energy For Rural America -~

© Conttact Us R C}i'allerylr .

i ;V'l'h'omas_l-l_a'rtline - Pres_ident' '.

Growrng up in the farmrng communrty of Bakerst‘ eld Calrf gave Thomas Hartlrne . ' o i

a strong affi nrty for rural America. Workrng for 20 yéars.in the energy and heavy B
constructron rndustnes provtded him the rnsrght to know that energy is the .
'measure and blood of a modern socrety :

: ,'Hartlrne was aware that Amenca s fural populatrons had declrned steadrly since :

~ the end of Wortd War Il He decrded to.use hrs educatron and experience to
breathe new lrfe into small town lnfrastructure and ill: a ne&d-not being met by
'ma;or utrlrty companres whrch are better equrpped to serve larger crtres

: ln 2007 Hartlrne and hrs busrness partner chhard Varner formed The Navrtas B

Companies in’ Irvrne Calrf tomake strategic rnvestments Inthe energy assets of

2 rural’ Amerrca s communrtres Therr mission ‘was to acqurre exrstrng utrlrtres and
o Ibnng them;up to standards necessary for homeowners and farmrng operatrons to RN
thrive and for busrnesses and factones to: Iocate rn and utrlrze the stable: and
' ,talented farmrng oommunrty workforce o :

The Navrtas Companres consrst of two entrtres Navrtas Assets LLC (NALLC)
“an enefgy assets holdrng company desrgned to develop energy projects and to
physrcally operate energy assets and. Navitas Utrlrty Corporatron (NUC) which -

’ provrdes admrnrstratron operatronal and support servrces to utrlrty companres

NALEC! s i first acqursrtron rn May 2007 was Fort Cobb Fuel’ Authonty servrng

B natural gas drstnbutron prpelrne Srnce then NALLG has acqurred seven

; addrtronal systems in communrtres throughout Oklahoma totalrng 1 200 mrlesrof

prpelrne servrng 4 500 customers Thet company 'S growth strategy rncludes f :

s expansron into, addrtronal underserve Oklahoma markets as well as other R
g ,states across. Amenca i BER .

B One of NUC S pnorrtres is to utrlrze through renovatron exrstrng burldrngs to

serve as the ¢ company S satellite oft' ices, whrle presenrrng their local ﬂarr and
. Historic Value. Hartlrne belreves that by successfully |nvestrng in lhese )

3 ,communrtres NUC is helprng rural ‘towns create an envrronment ‘where new

.'busrnesses can locate: ‘Al that's needed rs a small seed of |nvestment to- create B

. Anew sense of busrness growth "he sard

~ Priorto formrng The Navrtas Companres Hartlrne worked asa, consultant in the 3

,energy rndustry where hie learned lo navrgate the heavrly regulated envrronment
.- . of energy utilities. He held nearly every posrtton as a contractor from a union -
apprentrce operator to director.” -
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: Intemattonal The prolect was des|gned to lmprove supply flow for the Iand—
- locked nation of Uganda to help spark new economlc development He also S
N |mplemented the’ turnaround management and d|vest|ture ofa Chilean prpellne S .
'subsldlary ARB Chlle Ldta as well as turnaround management of 6 ope ationis and - - o F
oo d|vest|ture fora Guyana m|mng sub |ary of Rock Creek Energy'H arranged
' for more than $100 mllllon in asset backed new Ioans for numerous entltles

K Whlle at TDH Hartllne also worked on a long term consultmg aswgnment wrth
: .'Stockdale Investment Group Th|s |ncluded extensnve Work on the development
- of Mammoth Lakes Gas, Dlstnbutlon System in | llfomla This unregulated .
) rpropane-based g stem dellve ‘more: than a haIf mllllon gallons per year to o
' resldentlal and commerqal customers in a mountam resort communlty Over the -
y five-year assugnment Trevenus from the addmon of new busmesses and homes - e
'tnpled from $250, 000 to $750; 000 and earmngs lncreased ten fold from $25 000 o
: -to$250000 ; o S . :

- Prlor to h|s work in the. energy fi eld Hartlme worked for the Bay Area branch of
Granite’ Constmctlon Company as a semor large jObS estlmator and proyect
: .’manager S - - - -
: : Hartlrne eamed a Bachelor of Arts in Ilberal studles from Callfornla State - .
'Unlversny Bakersﬁeld He holds a Master of Construct(on Management from the
UnlverSlty of Southern California-and a Master of Busrness Admmlstratlon from'

: the Unlversny of Callfornla Irving, He isa llcensed general engmeenng R
contractor and a cmzen of the Chlckasaw Natlon
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