BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

*filed electronically

IN RE: ; in the docket
PETITION OF NAVITAS TN NG, LLC ) on 12/17/2012
FOR AN ADJUSTMENT TO ITS ) Docket No. 12-00068
NATURAL RATES AND APPROVAL OF )

REVISED TARIFFS )

STIPULATION AND SETTLEMENT AGREEMENT

For the sole purpose of settling this case, Tennessee Regulatory Authority (“TRA” or
“Authority”) Docket No. 12-00068, Robert E. Cooper, Jr., the Tennessee Attorney General and
Reporter, through the Consumer Advocate and Protection Division (“Consumer Advocate™ or
“CAPD”) and Navitas TN NG, LLC (“Navitas” or “Company”) respectfully submit this
Stipulation and Settlement Agreement (“Settlement Agreement”). Subject to Authority approval,

the Consumer Advocate and Navitas (collectively, the “Parties™) agree to the following:

BACKGROUND

1. Navitas is a Tennessee limited liability company under the laws of the State of
Tennessce and is engaged in the transportation, distribution, and sale of natural gas service to
approximately 551 customers residing in Campbell County, Tennessee and Whitley County,

Kentucky (the “Jellico System™),’ Pickett County, Tennessee (the “Byrdstown System”) and

! By Order of the Public Service Commission of the Commonwealth of Kentucky dated August 13, 1990, service to
Kentucky residents in Kentucky Hill and Black Oak in Whitley County, Kentucky is effective under the jurisdiction
of the TRA as part of the Jellico Distribution System.
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Fentress County, Tennessee (the “Feniress System™).2 Navitas also furnishes natural gas to
approximately 145 customers located in Clinton County, Kentucky (the “Albany System”).3

2. Navitas is a public utility pursuant to the laws of Tennessee, and its public utility
operations are subject to the jurisdiction of the TRA.* Navitas is a wholly-owned subsidiary of
Navitas Assets, LLC, a Delaware limited liability company. The principal office and place of
business of Navitas is located at 3186D Airway Avenue, Costa Mesa, California 92626. Local
offices are maintained at 613 Sunset Trail, Jellico, Tennessee 37762 and 9825 Hwy 111, Static,
Tennessee.”

2011 DOCKET

3. On December 30, 2010, the TRA issued an Order in TRA Docket 10-00220
approving the transfer of control of the utility systems of Gasco Distribution Systems, Inc.
(“Gasco”). At the time of the acquisition by Navitas of Gasco, Gasco operated as Debtor in
Possession while in proceedings before the United States Bankruptcy Court for the Southern
District of Ohio, Eastern Division.® Navitas adopted all of Gasco’s existing tariffs.” Gasco’s last
rate case was filed in 1993; there has been no increase iﬁ Gasco’s rates since that time.

4. On April 20, 2011, Navitas filed a Petition for Emergency Relief in which the
Company sought approval to increase the rates paid by Tennessee consumérs. Since acquiring
the system formerly held by Gasco, Navitas has been operating at a substantial loss. The Petition

sought to implement a monthly customer charge of $6.00 and a charge of $1.00 per 9 Cef per

2 See Order Approving Amended Settlement Agreement (“2011 Order”} dated December 1,2011 in Docket No. 11-
00060.

*Id.

* 1d. See also Amended Proposed Settlement Agreement (“2011 Settlement™) attached to Order at paragraph 1; see
also Chapter 4 of Title 65 of the Tennessee Code Annotated.

3 1d. at paragraph 2.

¢ Gasco filed for Chapter 11 bankruptcy protection (Case No. 09056171) in the United States Bankruptey Court for
the Southern District of Ohio, Eastern Division, on June 1, 2009.

"See 2011 Settlement at paragraph 3.
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month. The relief sought was estimated to reduce the operating losses of Navitas from $159,000
to $62,000. By that filing, Navitas did not seek to cure the entire revenue deficiency it claimed it
was incurring nor seek to make any return on its investment.®

5. On May 5, 2011, the Consumer Advocate filed a petition to intervene to
investigate the need for emergency relief sought by Navitas and the impact of such relief on
Tennessee consumers. After informal discovery and review, Navitas and the Consumer Advocate
undertook settlement discussions and ultimately entered into a Settlement Agreement on July 14,
2011, which was approved by the TRA on December 1, 2011 (“2011 Settlement and 2011
Order”).9

6. Among other things, the 2011 Settlement and Order provided for an increase to
customer charges and volumetric rates; that such increases were temporary pending Navitas
filing a formal rate case by a date certain; and that the temporary rates would expire at the
conclﬁsion of the rate case when the TRA puts new rates into effect.'” Pursuant to the 2011

Settlement and Order, Navitas filed its current Petition in this Docket on a timely basis.

CURRENT DOCKET

7. On July 2, 2012, Navitas TN NG, LLC (“Navitas”) filed its current Petition for an
Adjustment to Its Natural Gas Rates and Approval of Revised Tariffs filed with the TRA
(“Petition”). In that filing, Navitas claimed a revenue deficiency and sought an increase n its
annual revenues of approximately $390,000.

8. . OnJuly 6, 2012, the Consumer Advocate filed a petition to intervene. By order

dated September 11, 2012, intervention was granted.

8 See 2011 Settlement at paragraph 4.
® See supra 2011 Order and 2011 Settlement.
10

Id.




9. The Consumer Advocate filed direct testimony on November 21, 2012, raising
concerns regarding several aspects of the Company’s proposed rate increase. The $390,000
increase in revenues that Navitas requested was based on several assumptions.

First, Navitas used only eleven months of costs and revenues calculate additional revenue
it needed annually. The Consumer Advocate adjusted the Company approach to follow the
standard procedure of utilizing twelve months of actual data to accurately reflect the revenue
necessary to operate a utility.

Second, Navitas requested recovery of capital expenditures typically disallowed by the
Consumer Advocate, including organizational costs to acquire the company and legal expenses
associated with the 2011 emergency tariff petition. Although the Consmﬁer Advocate excluded
these costs, it included capital expenditures expected for replacing meters and pipe extensions.

Thﬁd, the request by Navitas assumed many costs would be allocated to Tennessee on a
customer allocation method. For some of these costs, the Consumer Advocate identified direct
costs and disallowed direct costs that did not benefit customers of Navitas TN NG, LLC. For
other costs that could not be easily identified as direct costs with the information available, the
Consumer Advocate utilized a customer allocation method for customer-driven costs and a
blended allocation method for all other indirect costs.

With the exception of including certain costs that affect rate base that came to light in
Company’s Rebuttal Testimony filed November 30, 2012, aftér the Company filed its petition,
discovery, and after the Consumer Advocate filed its testimony, the Consumer Advocate
excluded costs that were not identifiable in the rate case as a direct or indirect benefit to Navitas

TN NG, LLC.




Finally, this Settlement Agreement includes terms to make future rate cases more
transparent as to what costs apply directly or indirectly to Navitas TN NG, LLC to help ensure
all costs benefiting Navitas TN NG, LLC—and only those costs—are readily identifiable in the
rate filing so all Parties can consider them throughout the proceeding. In Tennessee, the utility
has the obligation to present any and all information to enable the rate-setting process. Such
information must be presented timely and clearly to allow thorough consideration and analysis
by all parties. The implementation of the terms in the settlement are intended to minimize the
need for requests to adjust rates that become readily identifiable only after some parties have
filed testimony.

10.  While the Consumer Advocate prefers that rates not increase for ratepayers
especially in this difficult economic climate, the increase as defined by this Settlement
Agreement represents the Consumer Advocates’s proof to which Navitas has agreed with only
the adjustment for some circumstances that affect rate base that were brought to light only after
the Consumer Advocate filed its testimony.'' As will be set forth further below, entering into
this Settlement Agreement reduces the rate case expenses for the impacted customers, provides
for a three year “phase-in” of the rate increase, and provides important consumer protection
provisions.

11.  The Parties to this Settlement Agreement have engaged in substantial discovery.

The Company also has provided information informally in response to questions from the

1 The Consumer Advocate’s testimony was based on data it had at the time its testimony was due. Navitas
submitted additional data with the Rebuttal Testimony of Thomas Hartline on November 30, 2012, When data is
presented after filing the petition and after discovery, it is impossible for such data to be considered at the time of
testimony. The adjustments to rate base include soine of the data in the Rebuttal Testimony. The rate case process
depends on full disclosure of all information that supports a change to existing rates in the initial pefition or
otherwise provided to all parties during discovery to enable thorough analysis and consideration prior to filing
testimony. Presentment of data after discovery and parties file testimony reduces the transparency of the rate case.

_5-




Consumer Advocate and its witnesses, and it has responded to additional discovery requests from
TRA Staff.

12. The Parties have undertaken extensive discussions and “give and take”
negotiations to resolve all known disputed issues in this case. As a result of the information
obtained during discovery and the discussions between the Partieé, and for the purpose of
avoiding further litigation and resolving this matter upon acceptable terms, the Parties have
reached this Secttlement Agreement. In furtherance of this Settlement Agreement, the Parties

have agreed to the scttlement terms set forth below.

SETTLEMENT

13.  Based upon the exchange of information and discussions described above, and in
order to resolve this case through settlement and avoid the need for further litigation and
expenses for all Parties and without waiving any positions asserted in this docket, the Parties
have agreed to certain adjustments to the Company’s Petition, which are discussed herein.

14.  Revenue Deficiency: This Settlement Agreement results in adjustments to-the
Company’s filed case collectively reduce the Company’s attrition period revenue deficiency
from $390,000 to $272,601. This will be an overall increase in revenue billed to customers in
the test year ended March 31, 2012 (including purchased gas) of approximately 63% rather than
the 81% increase sought by Navitas as described by Navitas in its Petition. The residential
customer charge will have a “phased in” increase from $6.00 to $9.00 over the time period
ending December 31, 2014. Subject to Authority approval, the Parties agree that this revenue

deficiency is reasonable and appropriate for the limited purpose of resolving this docket.




15. Revenue Requirement: The Parties agree that the Company’s attrition period

cost of service should include the components set forth on Exhibit A hereto, which the Parties

agrec are fair and reasonable to the Company and its customers for limited purpose of settling

this docket, and which include the following:

A.

~mo®m HUOW

=

Required Operating Income of $72,047;

A rate base of $827,560;

An overall rate of return of 8.71% on rate base;

A return on common equity of 15.4%;

A capital structure consisting of 4.26% short-term debt, 67.50% long-term
debt, and 28.24% equity;

A cost of short-term debt of 6.89%;

A cost of long term debt of 6.02%;

An attrition period revenue deficiency of $272,601;

That rate case expenses incurred in 2012 will be amortized over a period
of four years.

The attrition year is the twelve months ended December 31, 2013.

The test year to cvaluate rate base is the twelve months ended December
31,2011.

The test year to evaluate revenue and expenses is the twelve months ended

March 31, 2012.

In addition, the Parties agree to the following:

16.  Chart of Accounts: Navitas agrees fo transition to the NARUC USOA method

of utility accounting effective January 1, 2013, and that future rate cases will be submitted using

those guidelines. Navitas will submit the proposed chart of accounts and seek written comment

from the Consumer Advocate and the TRA.

17.  Accounting for direct costs: Navitas agrees to immediately begin accounting for

costs that are specific to various systems (e.g. uniforms, labor dedicated to certain facilities,
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travel, consulting services dedicated to certain facilities). Navitas will submit the proposed
direct costs accounting and_seek written comment from the Consumer Advocate and the TRA.
The Parties agree that any comments by the TRA Staff or Consumer Advocate regarding how to
track costs are not precedential and are not an endorsement of whether such costs are prudent,
reasonable, necessary, or proper for setting rates. Additionally, the process discussed in this
paragraph does not include the determination of allocation methods (e.g., customer allocation,
Consumer Advocate’s blended rate, and Navitas’s customer density per mile). Any allocation
methods applied to indirect costs for this Settlement Agreement apply only to this Settlement
Agreement. Nothing in this Settlement Agreement binds either party to an allocation method for
setting rates in the future.

18.  To help implement procedures to track direct costs, Navitas will submit the
following items:

(A)  Within 30 days of approval of this Settlement Agreement, Navitas will submit to
the Consumer Advocate and the TRA Staff a list of all its costs, preferably in a
manner that is traceable to the Chart of Accounts, and indicate:

(i) what the cost is;

(2) who records the cost;

(3) how often the cost is incurred (e.g., daily, monthly, annually);

(4) how often the cost is recorded to the system (e.g., daily, monthly, annually);

(5) whether the cost is attributable to a specific system or state;

(6) whether the cost is presently recorded to the specific system (e.g., Navitas TN
NG) or if it is presently recorded to an account that is allocated as an indirect
cost;

(7) whether Navitas believes it can track the cost as a direct cost or if the cost can
only be tracked as an indirect cost; and

(8) if tracked as an indirect cost, why such indirect cost allocation is preferable to

direct cost accounting.




(B) The Consumer Advocate and the TRA Staff will review the list and consider
whether these costs appear appropriate for indirect allocation. The Parties will
work together to try and resolve any difference of agreement. If the Parties
cannot agree and the Consumer Advocate or TRA Staff believes a cost could be
tracked directly to various systems or states relatively easily, Navitas agrees to try
to track the costs directly with all the other costs within 90 days of this Settlement
Agreement for three months (i.e., months that have been closed) or until it
submits its list of accounts with method of accounting as discussed in (C) of this

paragraph, whichever is later.

(C)  Within 90 days of the approval of the Settlement Agreement, Navitas agrees to
begin accounting for direct costs, including those costs that it believes are better
tracked as indirect costs but the Consumer Advocate or TRA Staff request Navitas

to attempt to track directly discussed in (A) of this paragraph.

(D)  Within 200 days of approval of this Settlement Agreement, Navitas agrees to
provide a list of accounts to the Consumer Advocate and the TRA Staff and
indicate whether Navitas will track the account as a direct cost or an indirect cost
that requires allocation. This list will look similar to the list described in (A) of
this paragraph; however, the list will be updated as to whether it will be tracked as
a direct or indirect cost based on Navitas’s experience in tracking direct costs
discussed in (B) of this paragraph. For any accounts that Navitas submits as
requiring indirect cost allocation, Navitas will also provide a description of (1)
what drives the costs to that account (c.g., customer-driven cost like customer
service, maintenance driven costs, like maintenance labor); and (2) why it
believes costs in that account are too cumbersome to track for each system,
including any discussion of what problems it experienced when actually

attempting to track the direct costs.

19.  Rates: The Parties agree that the rate design and rates reflected on Exhibit B are

fair and reasonable and appropriate for the limited purpose of resolving this proceeding.
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20.  Rate Phase-In: Effective upon approval by the TRA, rates will be implemented
to increase Navitas’s annual revenue by $272,601 and to produce a rate of return not to exceed
8.71%. In its initial Petition at question 9, Navitas proposed a “phase-in” of its proposed rate
increase (“In order to avoid rate shock, Navitas proposes to divide the rate increase into four
increments implemented annually beginning October 1, 2012.%). This settlement amount of
$272,601 will be “phased-in” in for existing customers in three steps as follows:

A. The first step of the rate increase ($113,471) goes into effect the first day of the
first full billing period after approval by the TRA.

B. The second step of the rate increase ($88,652) goes into effect the first day of the
first 2014 billing period. |

C. The third step of the rate increase ($70,480) goes into effect the first day of the
final 2014 billing period.

The increase in the first phase permits the Company to cover the estimated $295,935.68

12 The increase in the second

in operating expenses that will affect the Company’s cash flow.
phase permits the Company to break even on cash and non-cash expenses. The increase in the
third phase permits the Company to earn what it believes is a reasonable rate of return.

21.  The phase-in provision set forth in paragraph 20 applies only to customers that
exist as of the date of aiaprovai of this Settlement Agreement. The rates in the third step apply to
all new customers after the approval of this Settlement Agreement. As used herein, new '
customers include those customers who return after disconnecting service and will also be

charged the Recomnection Fee, discussed in paragraph 25(f). Customers who have been

disconnected from service because they could not pay their bills should not be considered “new

'2 The Company’s estimated cash expenses, as shown on Schedule 4.A, are total expenses less the non-cash
expenses of bad debt, customer discounts, and depreciation and amortization (for Navitas TN NG, LLC, shown on
Schedule 4.A. and NUC, shown on Schedule 4.A.1).
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customers” under this paragraph, and such customers should continue to receive the phase-in
rates.

22.  If Navitas files for a new rate case at any point during the phase-in period, the
phase-in will cease and any phase-in not yet implemented at the time of the rate case will not be
applicable to the determination of rates in that proceeding.

23.  The Company will clearly and conspicuously notify its customers of the approved
rate increase and effective date in a clear and conspicuous manner via mail. Additionally, the
Company will provide subsequent clear and conspicuous reminder notices to all impacted
customers at least 30 days before each phase-in increase.

24.  Amended Tariff: This Settlement Agreement does not include any amended
tariffs or service regulations.

25.  The Parties further agree that the rate increase requests of the Company, filed as a
result of this Settlement Agreement, will also include the following tariff changes and
requirements for the protection of ratepayers:

A. Budget Repayment Plans. Simultancous with the rate increase, the Company

shall establish and implement a process to offer a budget repayment plan to its
customers to pay any past due amounts and any associated charges. Specifically,
the Company shall provide their customers with the opportunity (and notify those
in need of the budget repayment plan program) to pay the past due bill, including
returned check fees and other charges, disconnection and reconnection charges in
a payment plan, with no interest, over no less than a three (3) month billing cycle.

The Company shall be ordered to only require that the customer pay the first
installment payment in order to have service restored. The Customer will also be
required to participate in the level pay plan for a period of one-year. If a customer
on a payment plan fails to pay a monthly installment as per the terms of the plan

and is more than fifteen (15) business days late on any payment, then the
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customer’s service is subject to disconnection and all past due charges in addition
to disconnect/reconnect fees would be due and payable prior to having service
restored. The Company shall be required to provide all the same disconnection

notices required for any disconnection prior to disconnecting the customer.

Clear Notice of Returned Check Fees. Returned check fees can be charged only if

Navitas had a tariff approved prior to this Settlement Agreement. For any
returned check fees authorized prior to this Settlement Agreement, the Company
shall provide a clear and conspicuous notice of any returned check fee charge and
other charges and fees, including the amount of the charge, on its monthly billings

to customers.

Ability to Waive Fees. The Company shall implement and establish a process to

permit waiving all fees associated with late or temporary inability to pay payment
including, but not limited to, disconnection, reconnection, and late fees, in special
circumstances such as financial distress, military deployment or for disabled

customers, family members of customers or customers with a unique situation.

Prompt Reconmnection. The Company shall provide prompt and timely

reconnection service for all customers within no more than two (2) days of

receiving the first installment payment from the past due customer.

Alternate Address Notification. The Company shall establish and implement a
process to permit and notify customers of the opportunity to provide an alternate
address for notification of a potential disconnection. If a customer has provided
such an alternate address, the Company shall be required to provide the required
notice of disconnection to that address in addition to the customer’s primary

billing address.

Reconnect Fee. The Company shall be allowed to charge a reconnect fee of six

months multiplied by the applicable customer charge at the time of reconnection
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26.

for customers who, while at the same address, disconnect service for two or more
months within a twelve month period. The maximum reconnect fee permitted
under the rates in this Settlement Agreement is $54 (fifty-four dollars) for
residential and commercial customers, and $84 (eighty-four dollars} for industrial,

public, and institutional customers.

As part of the terms of this Seitlement Agreement, Navitas agrees to submit

quarterly capital expenditure reports within 45 days after each quarter ends to the Consumer

Advocate and TRA staff. The year-end reports will be a cumulative report of capital

expenditures (completed or in-progress) for the entire year.

(A)

B)

The first report should identify each capital asset separately, and report the asset
in one of two sections: (1) assets that are in service; and (2) capital expenditures
for assets that were in progress and not yet in service as of the date of the report.
The report should also provide the following information:
(1)  Assets in service:

a. a brief description as to what each capital asset is (e.g., number of meters

replaced, extended pipes to add 3 customers);
b. the date the capital asset was put in service; and

¢. the amount spent as of the date of the report for the year.

(2)  Capital expenditures for assets that will be in service after the mid-year
and year-end reporting dates (i.e., construction in progress):

a brief description as to what each capital asset is;

ISR

the amount spent as of the date of the report for the year;

G

the estimated amount to complete the project; and

[

the expected date the asset will be in service.

After the each quarterly report of the first year after the approval of this
settlement, Navitas, the TRA Staff, and the Consumer Advocate may discuss any

changes to the report (e.g., enhancements, changes to make the report less
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cumbersome). Any changes shall be agreed upon by all parties prior to alteration

of future reports.

27. In light of the settlement terms as a whole and for the sole purposes of this
Settlément Agreement, the Parties agree that the revised rates, tanfls, rate schedules, and service
regulations agreed to herein, both individually and in the aggregate, are fair and reasonable for
the limited purposes of this Settlement Agreement to all customer classes and will provide
Navitas with a reasonable opportunity to recover the agreed upon operating revenue requirement
and a reasonable rate of return on investment.

28 All pre-filed testimony, rebuttal and exhibits of the Parties are introduced into
evidence without objection, and the Parties waive their right to cross-examine all witnesses with
respect to all such pre-filed testimony. If, however, questions should be asked by any person,
including a Director, who is not a party to this Settlement Agreement, the Parties may present
testimony and exhibits to respond to such questions and may cross-examine any witnesses with
respect to such testimony and exhibits.

29.  The Parties agree to support this Settlement Agreement before the Authority and
in any hearing, proposed order, or brief conducted or filed in this proceeding; provided, however,
that the settlement of any issue provided for herein shall not be cited as precedent by any of the
Parties herelo in any unrelated or separate proceeding or docket before the Authority. The
provisions of this Settlement Agreement are agreements reached in compromise and solely for
the purpose of settlement of this matter. They do not necessarily reflect the positions asserted by
any party, and no party to this Settlement Agreement waives the right to assert any position in
any future proceeding, in this or any other jurisdiction. None of the signatories to this Settlement

Agreement shall be deemed to have acquiesced in any ratemaking or accounting methodology or
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procedural principle, including without limitation, any cost of service determination or cost
allocation or revenue-related methodology.

30.  This Settlement Agreement shall not have any precedential effect in any future
proceeding or be binding on any of the Parties in this or any other jurisdiction except to the
limited extent necessary to implement the provisions hereof.

31.  The Parties agree and request the Authority to order that the settlement of any
issue pursuant to this Settlement Agreement shall not be cited by the Parties or any other entity
as binding precedent in any other proceeding before the Authority or any court, state or federal.

32.  The terms of the Settlement Agreement have resulted from extensive negotiations
between the signatories and the terms hereof are interdependent. The Parties jointly recommend
that the Authority issue an order adopting this Settlement Agreement in its entitety without
modification.

33.  If the Authority does not accept the scttlement in whole, the Parties are not bound
by any position or term set forth in this Settlement Agreement. In the event that the Authority
does not approve this Settlement Agreement in its entirety, each of the signatories to this
Settlement Agreement will retain the right to terminate this Settlement Agreement. In the event
of such action by the Authority, within twenty (20) business days, any of the signatories to this
Settlement Agreement would be entitled to give notice of exercising its right to terminate this
Settlement Agreement; provided, however, that the signatories to this Settlement Agreement
could, by unanimous consent, elect to modify this Settlement Agreement to address any
modification required by, or issues raised by, the Authority. Should this Settlement Agreement

terminate, it would be considered void and have no binding precedential effect, and the
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signatories to this Settlement Agreement would reserve their rights to fully participate in ail
relevant proceedings notwithstanding their agreement to the terms of this Settlement Agreement.

34.  In the event that any party and/or the Authority requires that hearings go forward,
then the Parties agree that the Parties will jointly move the Authority for the establishment of a
procedural schedule that would permit the Parties to obtain responses to any outstanding
discovery and to submit evidence and testimony that has not been submitted as a result of
reaching this Settlement Agreement.

35. By agreeing to this Seitlement Agreement, no Party waives any right to continue
litigating this matter should the Settlement Agreement be rejected by the Authority in whole or
in part.

36.  No provision of this Settlement Agreement shall be deemed an admission of any
Party. No provision of this Settlement Agreement shall be deemed a waiver of any position
asserted by a party in this docket.

37.  Approval by the Authority of the provisions of this Settlement Agreement shall
not be construed as a waiver of the Authority’s decisions in any rate case or policy decision or
constitute an endorsement of any ratemaking methodology by the Authority.

38.  This Setilement Agreement shall be governed by and construed under the law of
the State of Tennessee and any applicable federal law, Tennessee choice of law rules
notwithstanding.

The foregoing is agreed and stipulated to this l I day of December, 2012.
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CONSUMER ADVOCATE AND PROTECTION DIVISION
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Robert E. Cooper Jr.
Attorney General and Reporter
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Assistant Attorney General

Office of the Attorney General

Consumer Advocate and Protection Division
P. O. Box 20207

Nashville, TN 37202-0207

(615) 741-8726 — Telephone
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EXHIBIT A

REVENUE REQUIREMENT
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12-00068

CAPD Exhibit
NAVITAS TN NG, LLC
INDEX TO SCHEDULES
For the 12 Months Ending December 31, 2013
Schedule
Results of Operations 1
Average Rate Base 2
Adjustments to Rate Base ' 2.A
Gomparative Rate Base 3
income Statement af Current Rates 4
Navitas TN NG, LLC - Expense Adjustments 4.A
NUC Expense Adjustments : 4.A1
Depreciation Expense . 4.A2
Amortization Expense 4.A.3
NUC Labor 4484
Allocation Percentage Caleulation 4.A8
Calculation of Inflation 4.A6
Comparative Income Statement at Current Rates 5
Margin & Revenue Summary at Current Rates 6
Taxes Other than Income Income Taxes ' 7
Excise Taxes at Current Rates 8
Income Statement at Proposed Rates [s]
Rate of Retum Summary 10
Revenue Conversion Facltor 11

rate cases. ™%

# The amounts, aliocation, calculation, formulas, and results of these schedules apply only fo this Setflement and have no precedential effect for future




12-.00068
Seitlement Exhibit A
Schedule 1
NAVITAS TN NG, LLC
Results of Operations
For the 12 Months Ending December 31, 2013
Line
No. Settlement Company EI Difference
1 _ Rate Base $ 827,560 A $ 1,480,326 $ 662,766
2 Operating Income At Current Rates ’ -199,213 B/ -97,000 102,213
3 Earned Rate Of Return 24.07% T 6.51% -17.56%.
4 Fair Rate Of Return B.71% G/ 9.20% -0.49%
5 Required Operating Income 72,047 137,080 -65,033
6 Operating Income Deficiency 271,260 234,080 37,180
7 Gross Revenue Conversion Factor 1.004943 Df 1.666795 -0.661852
8 Revenue Deficiency $ 272,601 $ 390,164 % 117,563
Analysis
<] Tolal Revenue {Current Rates) 435,987.63 F/ 484,183.00 F (48,185.37})
10 increase in Total Revenue 63% Gf 81% G/ -13%
Af CAPD Exhibit, Schedule 2.
B/ CAPD Exhibit, Schadule 4,
C/ CAPD Exhibit, Schedule 10.
1Y CAPD Exhibit, Schedule 11.

E/ Company Filing. GAPD requests that Navitas files all documents provided to CAPD to
the TRA 1o help ensura confidentical documents are not indavertently filed.

F/ Setflement Exhibit, Scheduls 5. -
G/ This amount is the percentage increase to the customer's bills based on the PGA rate effective from the CAPD's test year of April 1, 2011

1o March 31, 2012, calculated as Revenue Deficiency (Line 8) divided by Total Revenue (Current Rates) (Line 9).

*+ The amounts, allocation, calculation, formulas, and resulis of thess schedules apply only to this Settlement and have no precedential effect
for future rate cases, ™*




12-00068

Setlement Exhibit A
Schedule 2
NAVITAS TN NG, LLC
Average Rate Base
For the 12 Months Ending December 31, 2013
Line Test . Atfrition
No. Poriod _ A/ Adjustments B/ Period
Additions:
1 Utility Plant in Service $ 1,755,227 % 182,768 $ 1,937,983
2 QOther Long-Term Assels 214,438 -149,431 65,007
3 Working Capital 37,578 =501 * 37,077
4 Total Additions $ 2,007,243 $ 32,834 $ 2,040,077
Deductions:
5 Accumulated Depreciation $ 907,049 $ 73,718 $ 980,768
6 Ascumulated Amortization of Other Long-Term Assels 19,257 -12,420 8,837
7 Acqulsition Adjustment ‘ 251,338 -26,426 224,912
8 Tota) Deductions $ 1,177,644 $ 34,873 $ 1,42517
8 Rate Base $ 829,599 $ 2,039 $_ 827,560

* Utility Plant in Service, Other Long Term Assets, Accumulated Depreciation, and Planl Acquisition Adjustment are from the Navitas TN NG Trial
Batance as of 12/31/2011. The calculation for working capital Its this Settlement is the "one-elghth methed”, which presumes that cash working
capital necessary aquals 1/8 {or 45 days/360 days) of the O&M expense, which is the NUG Crews charge on Schedule 4A '

** Other Long Term Assels recorded in Navitas's financial statements

Af Cornpany Filing.
B/ CAPD Exhiblt, Schedule 2.A.

** Tha amounts, allocation, calculation, formulas, and resulis of these schedules apply only to this Setflement and have no precedential
effect for future rate cases. ™
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Settiement Exhibit A

Schedule 2.A
MAVITAS TN NG, LEC

Adjustments to Rate Base
For the 12 Months Ending December 31, 2013

Line No, Adjustments fo Additions

1 Reverss joumnal entry transfering meters o NUC from TN 9,000.00 A/
2 New Meters from 2011 3,890.00 B/
a New Meters for 2012 1,976.60 B/ .
4 New Meters for 2013* 11,520.00 B/
5 2012 Non-mefer Capital Expenditures 16,350.76 G/
[ 2013 Non-meter Capital Expenditures® 8,568.38 ¢/
7 Calffornia Land £3,009.19 &/
8 Celifornia Building 58,729.90 &/
b Ealdey Land 1,845.22 E/
10 Eakley Building - 17, 767.32 &/
14 Other Long Term Assats (149,431.38) ¥/
12 33,334.39
13
14 Adiustments fo Deductions

‘15 Accumulated Depreciation increase for Meters in 2011 1,083,386 D
16 Accumulated Depreciation increase for 2042 Depreciation 47.987.02 Df
17 Accumulated Depreciation increase for 2013 Depresiation® 24,64B.47 D
18 Amortization of the Acquisition Adjustment 2012 & 2013° {26,425.64) Ef
19 Amortization of the Other Long Term Assets 2012 & 2013 {12,420.06) F/
26 34,873.13

» The estimated acquistions and related deprecialion and amortizalion for 2073 are reduced by haif to
arrive at the Average Rate Base on Schedule 2.A. The melers expected to be replaced in March 2013
are added in full since the replacemant ocours [n the first part of the year,

Motes: Al This arount reflects the reversat of a Joumnal entey recorded to transfer the cores of the meters from
TN's fixed assets fo NUC's fixed asset, as shown and explained on CAPD Exhibit, Schedule 2.A

B/ This amount reflects the accelsralion of replacing melers, as shown and explained on CAFD Exhibit,
Schedwle 2.A.

G/ This amount reflects the estimated caplital expendituses that are not related to meter replacement as
calculated by the CAPD on CAPD Exhibit, Schedule 2.4

Df Accumulated Depreciation increase for 2012 and 20113 were calculated on the Depreciation Schedula,
Schedule 4.A.2. This amount is also described in CAPD Exhibit, Schedule 2.A.

Ef Ses Depreclation Schedule, Schedule 4.A.2.

Ff See Amortization Schedule, Schedule 4.4.3.

*+ The amounis, allocation, calculation, formulas, and results of these schedules apply only to this Setflement and have no precedential effect for future rate cases.




NAVITAS TN NG, LLC
Comparative Rate Base
For the 12 Months Ending December 31, 2013
Line
No. Settlement A/ Company B/
Additions:
1 Utllity Plant in Service $ 1,937,993 2,443,206
2 Other Long-Term Assels 65,007 27,300
3 Working Capital 37,077 37,866
4 Total Additions $ 2,040,077 2,508,372
Deductions:
5 Accumutlated Depreciation $ 980,768 1,018,046
3] Accumulated Amortization of Other Long-Term Assets 6,837 0
7 Acquisition Adjustment 224 912 0
8 Totat Deductions $ 1,212,517 1,018,046
9 Rate Base $ 827,560 1,490,326

Al CAPD Exhibit, Scheduls 2,
B/ Company Filing.

Settlement Exhibit A
Schedule 3
Difference

3 -505,213
37,707

-89

§ . 468,206
$ -7, 278
6,837

224,912
§___ 194471
$,___ 662,766

12-00068

= The amounts, atiocation, calculation, formulas, and resulls of these schedu_ié_s apply only o this Settlement and have no precedential

affect for future rate cases. ™
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Settlement Exhibit A
Schedula 4
NAVITAS TN NG, LLC
income Slatement at Current Rates
For the 12 Months Ending December 31, 2013
Settlement
Line Test Attritlon
Mo. Period Al Adjustments Ameount
Qperating Revenues: :
1 Gas Sales & Transportafion Revenues 3 456,860 3 -28,667 $ 428,193 B/
2 Other Revenues 27,323 -19,529 7,784 CI
3 Total Revenue $ 484,183 3 -48,195 $ 435,988
Operating & Maintenance Expenses: .
4 "Purchased Gas Expense E] 224,324 $ 5,164 $ 219,160 Bl
5 Operalions & Maintenance 302,849 60,722 363,671 B
6 Total Operating & Maintenance Expenses 3 527,273 $ 56,558 $ 582,831
Other Expenses:
7 Depreciation & Amorfization Expense $ 55,004 $ -13,636 $ 41,458 D/
8 General Taxes 10,460 442 16,911 B/
g9 State Excise Taxes o 0 OF
10 Federal Income Taxes 0 0 0 G/
1 Total Other Expenises 3 65,563 3 13,194 % 52,369
12 Total Operating Exponses $ 582,826 3 42,364 $ 635,200
13 Utifity Operating income $ 108,653 $ 00,560 $ -189,213

AJ Company Filing.
B/ GAPD Exhibit, Schedule 6.
¢t Navitas TN NG account # 4199, Penallies & Service Charges
12/3172011:  $6,174.20
tess Qi 2011: 3,062.23
Add Q1 2012 5,582.21
Total §7,794,18
D/ CAPD Exhibit, Schedule 4.A,
E/ CAPD Exhibit, Schedule 7.
Ff CAPD Exhibit, Schedule 8.
(/ Federal Income Taxes are passed through {o the owner's personal return.

«+ The amounts, allocation, caleufation, formulas, and results of thase schedules apply only to this Setlement and have no precedential effect for
future rate cases. ¥
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Seltlement Exhibit A
Sehedule 4.A2
Navitas TN NG, LLC
Depreclation Exponse
For the 12 Months Ending December 31, 2013
Source: 2012 3rd Quarter Depreclation Schedules from Joey rwin . Settlement Calsulation
2012
Depreciation 2013
Tennessee Expense Depraciation
Acq Date  Life Cost basis Allocation {annualized} Expense
Mains (NARUC acet #376)
Byrdstown & Gounty 123140 480 550,595,00 §50,595.00 % 13,764.688 § 13, 764.88
Fentress County 42131110 480 3,018.00 3,018.00 b4 7545 $ 7545
Jellico System 2131140 480 1,183,700.00 1,183,700.00 3 29,592 50 $ 20,692.50
Total 1774 1,737,313.00 1,737,313.00 $  4nde283 $ 4343283
Rebuild Byrdstown Odorant Sys oU01M1 240 16,400.00 15,000.00 3 750,00 $ 75000
Total 1774 15,000.00 15,000.60 $ 750.00 3 750,00
Services (NARUC acct #380)
Senvict - MeCrealy; McCraaty, Veach 103111 480 1,286.25 1,2686.26 $ 32.16 $ 32,16
Service - Dell; Stevens 11730141 480 892,50 892,50 $ 223 $ 2%
Service - Chitwood 42131141 480 735.00 735.00 $ 18.38 $ 18,38
Service - Pickett Gounty Vistior Genter 0131112 488 5,421.76 542176 3 135.54 $ 135,54
Servics - Jefico Hementary 033112 480 2,600.85 2,600.85 H 65.02 % 60.02
Service - David Creelanore 04/30M2 480 §25.00 526,00 % 13.13 $ 1313
Service - Jeilico Hospital 0Bf31H2 480 598.50 558.50 $ 14.96 $ 14.96
Service - Etfer Baptist Church 0513112 480 2,001,30 2,001.30 3 50.03 $ 50.03
Service - Glen Parris 0713112 480 597.41 507.41 3 12.69 § 12.89
Service - Robert Johnson 08/30/112 480 615.00 §515.00 $ 16,38 $ 16.38
Total 1772 15,183.57 15,183.57 379,59 379.59
Subtota 1,767 496,57 1,767,496.57 44,562.41 44,562.41
Acquisition adjus.tment ;
Acqulsition Adjustment - Jelfico . 1213410 240 {44,840.00) {44,840.00) k1 (2,242.00) % (224200}
Acquisition Adjustrment - Byrdstown 120316 240 (218,920.00}}  {219,120.00) § (1096600} |3 (10,956.00)
Total 4777 {263,960.003 - (263,060.00) (13,199.00) [18,198,00)
Acgulsition balancing entry 06/30H11 240 (592,86) {692.56) $ (29.64) $ (29.64)
Total 1778 (592,86} {602.86) {29.64) (28.64)

4 The amounts, sllccation, calculation, formulas, and results of these schedules apply only to this Setlemnent and have no precedential effect for future rate cases. hiad
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Depreciation 2013
Tennessae Expense Depreciation
Acq Date  Life Gost basis Allocation tennualized) Exponse
CAPD Adjustments to Navitas TN NG, LLG's Asset Listing
TR[2011 Meter Gores elieiA1 120 9,000.00 9,000.00 900.00 900.00
2011 Meters® o6/01/11 120 2,014.00 2,014.00 20140 204.40
2011 Meters” B0t 120 1,676.00 1,976.00 197 .60 197,80
2012 Meters* H/0tHM2 120 1,976.80 1,976.00 148.26 197.80
2013 Meters® 030313 120 ,520.00 11,620,00 NIA 960.00
2012 ather cap ex 4th Quarter 11A5M12 480 4,089,094 4,089.94 17.04 102.25
2013 other cap ex™ 06/30/13 480 17,136.78 17,136.78 N/A 214.21
Caiifornla|Land - 3186D Airway Blvd, Costa Mesa 06130111 547 260,00 50,485.13 {A/
Land - Closing ¢ost on properly 0B/30/M11 27,357.91 2,524,08 |AJ
Valus of building Improvements 4800sf * $50 06/30M1 468 240,000.00 22,142,680 |Af 56776 567.76
Improverents in 2011 203111 468 335,870.90 30,987.73 |Af 794,56 794 56
Irmprovements in 2012 Q1 OYIIM2 468 54,382.82 6.018.33 |Af 128.68 128.66
improvements in 2012 Q2 06/30/12 468 6,300.00 581.24 A/ 14.80 14.90
Eakley|Land - Ealdy B7r28/09 40,000.00 1,845.22 {8t
Eakly Structure G7/28/08 468 12,501.70 576,71 {8/ 14.79 14.79
L1 - Eakly reconstr L 09/30/09 468 24,311.25 1,921.49 |BF 28,76 28.76
LI~ Closing costs 10/01/08 468 1.346.75 62.13 |Bf 1,59 1.59
LI - Eakly reconsir M&S 10/31/09 468 2.578.01 09.70 |Bf 2.81 2.8
U - Eakly reconstr LR 16/317/08 468 46,090.68 742.28 |B/ 49,03 10.03
L1 - Eakly reconsty L&E 14/30/00 468 15,025,132 693,12 |B/ 1777 17.77
11 - Eakly reconstr L&E 12/31/09 468 32,997.00 1,622.17 |B! 39,03 30.03
L} - Eakly reconstr M&S 12/31/09 468 35,805.26 1655486 1B/ 4246 42 46
LI - Eakly reconstr L E,M&S 0173110 488 21,878.74 1,009.28 (B! 26,88 25.88
Li - Eakly renonstr LE,M&S p2/26M0 468 13,107.00 604.63 [Bf 15.50 15.50
11 - Eakly reconstr L E,M&S 0331110 468 65,318.10 3,043.01 [Bf 77.26 77.26
L1 - Eakly reconstr LE,M&S 04/30/10 468 B8,20973 7872 B o.M a7
LI - Eakly reconsir LLEMES - 0s/31#10 468 15725870 T25.43 1B 18.60 18.60
LI - Eafdy raconsir L EM&S 0B/30/t0 468 40,070.65 1.848.48 1B/ 47.40 47,460
1| - E=ldy reconsiy E,E M&S 10/01140 4E8 3,153.95 145,49 [BJ 3.73 373
LI » Eakly reconst £,E,M&S 10/01/40 468 20,170,686 930,90 [B/ 2887 23.87
LI - Ealdy veconstr LE,M&S 10/31/10 468 3,955.43 18247 8/ 4568 4.68
L1 - Eakly reconstr LE,M&S 11730110 458 6,943.76 320,32 1B 829 8.2%
- {L] - Eakly raconsir L E,M&S 12131410 488 1,531.72 70,66 ;Bf 8 1.8%
bl - Ealdy reconstr LE,M&5 o1/31/111 488 5,447 .68 251.30 |Bf 8.44 844
L! - Eakly raconsfr L E,M&5 02281 468 3,499.68 18144 |BY 414 4.14
LI - Eakly reconstr | E,M&S 03/31/11 468 1,436.69 68.208 |Bf 1.70 1.70
| ~ Eakly reconstr L, E,M&S 04130419 468 82598 38.10 (Bf 0.98 0.98
LI - Eakly reconstr L.EM&S 053 468 479.75 2213 (8BS 0.57 0.57
LI - Eakly reconstr LLEM&S 06/30/11 468 1,057.52 48,78 |Bf 1.26 128
LI - Eakly reconstr LLE M&S 07311 468 26487 12.22 [Bf 0.31 0.31
LI - Ealdy reconstr LLE,M&S et | 468 813,54 28.30 |Bf 0.73 0.73
Li - Eakly reconstr 1,E,M&S 10/34/11 468 665.72 26.10 |Bf 0.67 0.67
L1 - Eakly reconstr L,E,M&S 11736/11 466 1,784.91 82,34 B/ 211 2141
L1 - Eakly reconstr LE,M&S 12/01M11 458 22.207.50 1,024.44 B} 26.27 26.27
i |- Eakly reconstr LE,M&S 12731111 468 2,224.99 102.64 |Bf 2.83 263
1] - Eakly reconstr LE,M&S 0113112 468 1,389.85 64.11 |Bf 1.64 1.64
L1« Eakly reconsir L.E,M&S p2/20f12 468 B23.83 28.77 |8/ 0.68 0.74
L| - Eskly reconstr L,E M&S DA | 2,114.83 97.56 |B/ 1.46 2.50
1,683,988.49 179,084.32 3424.80 4,734.53
{ Totals (Net of Acquisition Adjustmenis) 3,186,932.20 1,662,008.03 34,750.38 36.069.3ﬂ
Note: The Company calcuiates a Tull month of depreciation for the month of acquisition,

* Per disoussion with GAPD Exhibit, Schedufe 4.A.2, 157 meters had been replaced by 11/17/2012, Harlline indicated that approximately a third of
the total neters were replaced In June 2011, September 2074, and April 2012, Harliine also indlcated that 200 meters were scheduled {o be
raplaced in March 2013. For further infetmation, see Note B on CAPD Exhibit, Schedule 2.A, Adjustments 1o Rate Base.

b

The Settiement assumes the acquisitions will ocour throughout the year, To reflect this, GAPD chose the mid-year acquisiion date of 6/30/2013.

Al These costs ara for the fand and building, including leasehold improvements, for the Galifornia focatlon where management and other
administrative dutles ate performed, For setliement puTposes, the property was afiocated using CAPD blended allocation in CAPD Exhibit A,
Schedule 4.A.5 of 9.23% boecause the services performed at this location go beyond customer service dutles. Also for setilement purposes, the

useful ife used was 39 years,

B/ These costs are for the jand and building, including leasehold improvements, for the California location where management and other
administrative dulies are performed. This buliding Is approximately 7,000 square feet with approximately half of it being used to rebuild meters.
The space for meters was removed from the cost basis for allacation hecause the costs 1o bulld meters are a capitafized cost. The other hall of the
buliling has four private offlces, three open workspaces, balhrooms, and a conference room. Three of the four private oifices are used by
ranagemerial of operations employees. One of the private offices Is used by a customer service representative as well as the three open
warkspaces. The conference room is used primariy for managerial and administrative purposes. For seillernent purposes, the property was
atiocated using CAPD blended allocztion in CAPD Exhibit A, Schedule 4.A.5 of 9.23% hecause the services performed at this location go beyond

customer service dulles. Also for settliernent purposes, the useful life used was 39 years.

** Tha amounts, allocatlon, calculation, fermulas, and results of these schedules apply only to this Setilement and have no precedentiat effect for future rete cases. ™




12-00068

Settlernent Exhibit A
Schedule 4.A.%
Navitas TN NG, LLC
Amortization Expense
For the 12 Months Ending December 31, 2013
Source: 2012 3rd Quarter Depreciation Schedules from Joey lowin
Accumutated
Amortization  Unamortized
Acquisition Life as of balance as of
Data Imonths)  Cost Rasis 1213112041 121312011
Org Costs
80% of legal cost of Gasco acq 12/3110 120 72,400.00 7.543.33 64,668.67
20% of legal cost of Gaso acq Q1 11 0313111 120 6,220.00 516.33 5,701.67
NUC expense for Th transaction 03/3111 120 a1,576.00 7.621.28 83,943.75
Legal Services for GASCO closing 06/30411 120 8,132,328 £32.72 8,598,866
Total 1881 178,327.38 16,525.64 182,801.74 Af
Rate Case
Legal Services for Rate Tariff 06730411 60 5,760.33 670.87 5,079
[egal Services for Rate Tarift 0731 60 5,608.28 660,83 5,947
Legal Services for Rate Tarif 08/31/11 60 7.196.79 599.73 6,597
Legal Bervices for Rate Tarif 09730711 §0 6,586.13 439.08 8,147
Legal Services for Rate Taritf 10731541 80 6,002,863 304,83 5,768
Legal Servicas for Rate Tarif 1430011 60 479,55 48.00 484
Legal Services for Rate Teariff 1213111 60 2,396,684 30.85 2,357
Total 1882 35,110.85 2,731.08 3237977 BY
DivP osfoiH2 63 26,964.00 i/ - -
2013 Amortization
Unamortized 2013
Acyulsition Life balance as of Amocrtization
Date {months) 1172013 Monthty Expense
Rate Case
1 agsl faes o obtain 25-yr Franchise Agmt 04726112 300 7,183 Ef 23.94 287.31
2012 BIMP asset  08/09M12 58 24,824 DI 428 06 5,136.00
Estimated Legal Services for 2012 Rate Case  12/31M12 48 33,000.00 Cf 6H7.50 8,250,00
Total 1882 65,006.85 687,50 13,673,931

Note: The Company calculates a full month of amortization for the first month the capitalized expense is amortized,

A} The Setement reduced rate base and ad|usted the accumulated depreciation on Schedule 2.A to reflect the efimination
of these Bveslor expense,

Bf The Settement reduced rate base and adjusted the accumulated depreciation on Settiement Exhibit, Schedule 2A.1 te
retlect the elimination of these non-retunting expense.

G/ Navitas did not include any rate case expense in its petifion, The Setllament adjusted rate case expense based on
estimated expenses. Se¢ CAPD Exhiblt, Schedule 4.A.3.

D/ The DIMP asset is calculated as follows:
Minimum monihly payments  $4,000
x Minimum number of payments 63

x Tennessee cusiomer aecstion__10.7%
Tennessee DIMP Asset $26,964

Minimusm manthly payments calculated per the cortsact Is $1 per customer, with a minimum of 4,000 customers,
Minimum number of manthly payments is alse according o the contract. The Tennessee customer allocation Is based on
Navitas's petition. Since fhe number of customers will vary each month, and aceording fo the Quickbooks repur! showing
that Tri-Siar has only charged Navitas $4,000 per month, any amount above the minimurn payment is uncertain at the
fime of this rate case,

#+ The amounts, aliocation, calculation, formulas, and results of these schedules apply only to this Setilerment and have no precedantial effect for future rate sagses, ™




*** GONFIDENTIAL INFORMATION™" 12-00088

Selllement Exnlbi A

Sohadule 4.A4
NAVITAS TN NG, LLC .

NUGC Labor
For the 12 Months Ending December 31, 2013

E
i
f
*#% The amounls, allosation, catcolation, fammulas, and resufta of fese actadules apply only T his Seltlemest and have no precedential offacl for firluie rale casas, ¥
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Line
No.

S -

—
TSvom~

12

13

Operating Revenues:
Gas Sales & Transportation Revenues
{Other Revenues
Total Revenue

Operating & Maintenance Expenses:
Purchased Gas Expense
Operations & Maintenance
Total Operating & Mainienance Expenses

Other Expenses:
Depreclation Expense
General Taxes
State Excise Taxes
Federal Income Taxes

Total Other Expenses

Total Operating Expenses

12-00068

Settlemeant Exhibit A
Schedule 5
NAVITAS TN NG, LILC
Comparative Income Statement at Current Rates
For the 42 Months Ending December 31, 2013
Settlement A/ Company B/ Difference
$ 428,193 $ 456,860 $ -28,667
7,794 27323 -19.529
$ 435,988 § 484,183 3 -48,195
$ 219,160 $ 224,324 $ -5,164
363,671 302 949 60,722
$ % $ 527,273 $ 55558
3 41458 $ 55,004 $ -13,636
10,811 10,469 442
g -11,653 11,663
0 g 0
g 52,369 - $ 53,910 $ -1,641
$ 635,200 $ 581,183 3 54,017
$ 199,213 $ -97,000 % 102,213

Usility Operating Income

Al CAPD Exhibit, Schedule 4.
Bf Company Flling.

== Tha amounis, allocation, caiculation, formulas, and resuits of these schedules apply only fo this Settlament and have no precedential effect

for future rate cases. *™




NAVITAS TN NG, LLC
Margin & Revenue Summary at Current Rates

For the 12 Months Ending December 31, 2013

Line Billing
No. Customer Class Deferminant A/
Residential:
1 Customer Charge 5,114
2 First @ Ccf per Month 34,185
3 Commaodity Charge (All Consumption) 182,678
4 Total Residential Margin
Commercial:
5 Customer Charge 802
6 First 9 Cef per Month 6,174
7 Commoadity Charge {All Consumption) 113,651
8 Total Commercial Margin
. Industrial:
9 Customer Charge 1286
10 First @ Ccf per Month 981
11 Commodity Charge (All Consumption) 144,516
12 Total Indusfrial Margin
13 Total Sales Margin
14 Gas Cost 440,745
i85 Total Sales Revenue

12-00068

Seftiernent Exhibit A
Schedule 6
Current

Rate Bf Revenue
6.00 $ 30,664
0.25 8,546
0.40 73,031
$ 112,261
6.00 $ 5,412
025 1,544
0.40 45480
$ 52,416
8.00 $ 756
025 245
0.30 43,355
$ 44,356
$___ 200033
0.49725 Cf $ 219,160
§ 428,193

A/ The billing determinants differ slighily than the actual billing determinants. Per discussion with Navitas, the system
that calculates the bills does not have the reporting capabilities to show the number of customers and the flow for each
customer. Navitas tracks of the humber of meters and the flow monthly. Navitas provided the number of meters and
flow for the 12 menths ended 3/31/2012 ta CAPD. Per discussion with Navitas, there are a few customers with more
than one meter, however the exact number is unknown. Since the flow per customer is also unknown, Navitas
estimates revenue by taking the averags flow per customer and, when that average is greater than 9 Ccf, assumes
that each customer used at least 9 Cof, Navitas recognizes that both of these variances of using meters instead of
customers and using average flow instead of actual flow per customer may overstate the estimated revenue for

B/ Curmrent Emergency Tariff Rates.
C/ Current PGA Rate.

== Tha amounts, allocation, calculation, formulas, and results of these schedules apply only to this Settlement and have no
precedential effect for future rate cases. ***




Line
No.

Property Taxes

TRA Inspection Fee
Payroll Taxes
Franchise Tax

Gross Recelpts Tax
Allocated & Other Taxes

Total

12-00068

Settlement Exhibit A
Schedule 7
NAVITAS TN NG, LLC
Taxes Cther than Income Income Taxes
For the 12 Months Ending December 31, 2013
Settlement A/ Company B/ Difference
5 8,977 $ 6,977 3 4]
1,920 1,920 ¢]
0 0 +]
2,014 1,572 442
] 0 0
0 0 0
5 10,911 $ 10,489 $ 442

A/ From Company's actual property tax bilis for 2011 and the 2011 Franchise and Excise Tax Return.

B/ Company Filing.

*+ Tha amounts, allocation, calculation, formulas, and results of these schedules apply only to this Settlement and have no precedential effect

for future rate cases, *™*




I
|
|
I

NAVITAS TN NG, LLC
Exclse Taxes at Current-Rates
For the 12 Months Ending December 31, 2013

Line
MNo.
1 Operating Revenues
Operating Expenses:
2 O&M Expenses
3 Depreciation Expense
4 General Taxes
5 Total Operating Expenses
B NOI Before Excise and Income Taxes
7 Less Interest Expense
8 Preax Back income
9 Excise Taxable Income
19 Excise Tax Rate
11 State Excise Tax Expense

A/ CAPD Exhibit, Schedule 4.
B/ CAPD Exhiblt, Schedule 10.
Cf Losses under cusrent rales results in an Exclse Taxable income of $0.

12-00068

Setllement Exhibit A
Scheduie 8
Setitement
$ 435,988 A/
§ 582831 AJ
41,458 A/
10,911 A
$ 635,200
5 -199,213
38,057 8/
$ 235,270
$ 0 G
8.50%
$ [1

s+ The amounts, akocation, calculation, formulas, and results of these schedules apply only to this Setflement and have no precedential effect for fture

rate cases, ™™




Line
Mo.

ot B

ZRwco~

12

13

++ The amounts, allocation, calculation, formulas, and results of these schedules apply only to this Seitfement and h
effect for future rate cases, ™*

NAVITAS TN NG, LLC
Income Statement at Proposed Rates

For the 12 Months Ending December 31, 2013

Operating Revenues:
Gas Sales & Transporlation Revenues
Other Revenues
Total Revenue

Operating & Maintenance Expenses:
Purchased Gas BExpense -
Operations & Mainienance
Total Operating & Maintenance Expenses

Other Expenses:
Depreciation Expense
General Taxes
State Excise Taxes
Federal Income Taxes

Total Other Expenses

Total Operating Expenses

utility Operating income

Al CAPD Exhibit, Schedule 4.
B/ CAPD Exhibit, Schedule 1.

12-00068

Settiement Exhibit A
Schedule 9
Current Rate Proposed
Rates Increase Rates
428,193 272601 B $ 700,794
7,794 4 862 12,756
435,988 277,562 $ 713,550
219,160 $ 219,160
383,671 1,472 365,143
582,831 1,472 $ 534,303
41,458 $ 41,458
10,911 10,911
0 4,831 * 4,831
0 0
52,369 4831 $___ 57200
635,200 6,303 $ A&?&-
-199,213 271,260 B 72047

ave no precedeniial




12-00068

Settiement Exhibit A
Schedule 10
MNAVITAS TN NG, LLC
; Rats of Return Summary
: For the 12 Months Ending December 31, 2013
Setilement
Line Percent of Weighted
! No. Class of Capital Total CostRafe A/ CostRate A/
: 1 Short-Term Debt 4.26% 6.89% 0.29%
2 Long-Term Debt 67.50% 6.02% 4.06% .
3 Common Equity 28.24% 15.40% 4.35%
i
‘ 4 Total 100.00% 3.71%
Inferest Expense Short-Term Debt:
& Rate Base 3 827,560 B/
6 Short-Term Weighted Debt Cost 0.29%
7 Short-Term Debt Interest Expense $ 2,429
interest Expense Long-Term Debt:
8 Rate Base $ 827,560 Bf
9 Leng-Term Weighted Debt Cost 4.06%
10 Long-Term Debt Interest Expense . 3 33,628
BT Total Inferest Expense

A/ Klein Exhibit, Page 2 of 16.
B/ CAPD Exhibit, Schedule 2.

$ 36,057

* Tha amounts, allocation, calculation, formulas, and results of these schedules apply only to this Settlement and have no precedential

effect for future rate cases. ™™




Al CAPD calculated this ratio by taking Other Revenue, which reflects the revenue from penalfies and service
charges for the 12 months ended 3/31/2012 on Schedule 4.4, divided by Operating Revenues from Schedule 5,
the Comparative income Statement.

B/ CAPD calculated this ratio by taking the adjusted bad debt expense for the 12 months ended 3/31/2012 on
Schedule 4.4, divided by Operating Revenues from Schedule 5, the' Comparative Income Statement.

¢/ State Excise Tax Rate of 6.50% based upon total revenue increase above $0 income.,
D/ Federal Income Taxes are passed through to the owner's personal retumn.

** The amounts, allocation, calculation, formulas, and resulis of these schedules apply only to this Settlement and have no precedential
effect for future rate cases. ***

12-00068

Settlement Exhibit A
Schedule 11
NAVITAS TN NG, LLC
Revenue Conversion Factor
For the 12 Months Ending December 31, 2013
Line .

No. Amount Balance
1 Operaling Revenuas 1.000000
2 Add: Forfelted Discounts 0.018202 A 0.018202
3 Balance 1.018202
4 Uncollectible Ratlo 0.005302 B/ 0.005398
' 5 Balance 1.012803
3] State Excise Tax 0.017468 Cf 0.017723
7 Balance 0.995081
8 Federal Income Tax 0.000000 D/ 0.000000
g Balance 0.995081
10 Revenue Conversion Factor (Line 1/ Line 9} 1.004943




12-00068

Seitlement Exhibit A
Schedule 12
NAVITAS TN NG, LLG
CAPD Proposed Margin Change
For the 12 Months Ending December 31, 2013

Line Current Proposet Revenue Percent

No. Customer Class Rates A/ Rates Change Change
1 Residential 3 112,281 $ 258,661 148,400 130.41%
2 Commercial 52,416 120,772 68,356 130.41%
3 Industrial 44,356 102,201 57845 130.41%
4 Total Sales & Transportation Revenue $ 209,033 $ 481,634 272,601 130.41%
3 Other Revenues 7,794 12,756 4,962 - 63.66%
8 Total Revenues $ 216,827 $ 494,390 277,562 B/ 128.01%

A/ CAPD Exhibit, Schedule 6.
B/ CAPD Exhibit, Schedule 8.

==+ The amounts, aflocation, calculation, formulas, and results of these scheduies apply only fo this Seftlement and have no precedential effact for

future rate cases. ™
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12-00068

Setltament Exhiblt A
Schedule 12
NAVITAS TN NG, L1.G
Rate Daslgn
For the 12 Months Ending December 31, 23
Billing Current Current Revenue Proposed Proposed
Customer Class Determinant A Rate A Revenue Af Increase B R Rates
Residential:
Customer Charge 5,114 § 8.00 30684 5 5400 3§ 177,084 % 3463
First 8 Cof per Month 34,185 0.26 8,646 -8,546 ] 000
Commodity Charge {All Consumption} 182,578 0.40 73,031 8 548 81,577 0.45
Total Residential Margin 112,265 3 146,400 & 258,681
Commercial:
Custemer Charge 02 $ .00 6412 % 68,356 4§ 73,768 § 81,78
First 9 Gof per Month 6,174 .25 1,644 1,544 1] 0.0
Commadity Charge (All Consumplion) 113,851 ¢40 45,480 1,544 47.004 o4
Total Commercial Margin 52416 § 88,356 % 120,772
Industrial:
Customer Charge 126 $ 8.00 756 0§ 57845 § 58601 § 485.09
First © Gof per Month 981 0.25 245 245 o 0.00
Commodity Charge (AR Consumplion) 144,518 0.30 43,355 245 43,600 030
* Total Incustrial Margin 4386 § 57845 § 102,201
Total Sales Margln 209033 § 27260 $ 481634

Al CAPD Exhibll, Schadule 6.
B/ CAPD Exhibil, Schedule 12.

*+ The amounls, efocalion, calculation, formulas, and resulls of these schedules apply only to this Setlement and have noe precedential effect for future rate cases. ***
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