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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

August 24, 2015
DOCKET NO. 15-00042

PRE-FILED SUPPLEMENTAL DIRECT TESTIMONY OF
RALPH C. SMITH

What are your name, occupation and business address?

My name is Ralph C. Smith. | am a Certified Public Accountant licensed in the State
of Michigan and a senior regulatory consultant in the firm Larkin & Associates, PLLC,
Certified Public Accountants, with offices at 15728 Farmington Road, Livonia,
Michigan 48154.

Are you the same Ralph C. Smith who previously filed direct testimony in this
case on behalf of Consumer Advocate and Protection Division (“CAPD”) in
response to the request by for B&W Pipeline, LLC ("B&W," "B&W Pipeline or
""the Company"’) to increase their gas transportation service rates?

Yes, | am.

What is the purpose of your supplemental direct testimony in this proceeding?
The purpose of my supplemental direct testimony is to respond to the rebuttal
testimony of William H. Novak that was filed on August 17, 2015 on behalf of B&W
which included some new Company exhibits, such as a net present value presentation
on Attachment WHN Rebuttal-2 and new Company recommendations, such as a
drastically different rate design proposal from the Company, that were presented for

the first time in the Company's rebuttal filing. My supplemental testimony also is

TRA Docket 15-00042 1
Smith, Supplemental Direct



10

11

12

13

14

15

16

17

18

19

20

21

necessary to clarify certain points in my direct testimony, which was filed under a
good-faith assumption by the CAPD that this matter would be settled.

Q.4 Have you prepared any attachments to your supplemental direct testimony?

A4 Yes, the following attachments present information that is discussed in my

supplemental direct testimony:

e Attachment RCS Supplemental Direct-1 presents the TN Regulatory Authority,
Utilities Division, March 7, 2010, Gasco Distribution Systems, Inc. Annual

Report for Reporting Year 20009.

e Attachment RCS Supplemental Direct-2 Reproduces the Net Present Value
Calculations in B&W Pipeline Rebuttal Testimony, Attachment WHN

Rebuttal-2.

e Attachment RCS Supplemental Direct-3 Reproduced the Net Present Value
Calculations in B&W Pipeline Rebuttal and Adjusts the Discount Rate to the

CAPD Recommended Cost of Capital.

e Attachment RCS Supplemental Direct-4 Reproduced the Net Present Value
Calculations in B&W Pipeline Rebuttal and Adjusts the Discount Rate to

B&W's Requested Cost of Capital.

e Attachment RCS Supplemental Direct-5 Reproduced the Present Value
Calculations in B&W Pipeline Rebuttal with Adjustments to Remove Over-
Statement By Applying Over-Statement Factor; Remove Section Constructed

in 2013 After Acquisition in 2010; Adjust Useful Life Assumption to Conform
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With B&W's Depreciation Rate, and Adjust Discount Rate to CAPD

Recommended Cost of Capital.

e Attachment RCS Supplemental Direct-6 shows the Gasco Distribution

Systems, Inc. 2010 Tennessee Ad Valorem Assessment.

e Attachment RCS Supplemental Direct-7 presents the Navitas TN NG, LLC

State of Tennessee 2011 Ad Valorem Tax Report.

e Attachment RCS Supplemental Direct-8 shows the State of Tennessee 2010 Ad

Valorem Tax Assessments for all Gas Companies in the State.

e Attachment RCS Supplemental Direct-9 shows the State of Tennessee 2011 Ad

Valorem Tax Assessments for all Gas Companies in the State.

1. ORIGINAL COST OF THE UTILITY PLANT

Q.5 What is B&W's position concerning the original cost of the utility plant?

A5 B&W concedes that it does not have original cost or continuing property records
information from the previous owner.! However, B&W seeks to use the price it paid to
acquire the pipeline along with 96 oil and gas wells, with a zero cost assigned to the oil
and gas wells, as it amount of original cost for the pipeline, which the Company seeks
to include in rate base and earn a 10.12 percent return on.

Q.6 When was the pipeline acquired by B&W?

A6 B&W acquired the pipeline in September 2010.

! See, e.g., Novak rebuttal page 2.

TRA Docket 15-00042 3
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Was there information on file at the Tennessee Regulatory Authority ("TRA™)
from the pipeline's owner at that time?

Yes. However, the information that is available may not be complete. No annual
reports filed with the TRA by Titan Energy Group could be located. The lack of any
annual reports by Titan Energy Group to the TRA suggests that either Titan never
reported the original cost or depreciation over the years to the TRA and its
predecessor, or that the use of the pipeline in providing public utility service was
included in the reports to the TRA filed by the entity that was providing public utility
service, Gasco Distribution Systems, Inc. ("Gasco"). For example, Gasco filed on
March 7, 2010, its Annual Report for Reporting Year 2009 with the TRA, which is
presented in Attachment RCS Supplemental Direct-1. That annual report is
accompanied with a notarized affidavit from Gasco's Chief Officer and its Officer in
charge of accounts dated April 30, 2010.

What does the Gasco 2009 annual report to the TRA show for Total Utility Plant,
Accumulated Depreciation and Net Utility Plant?

Pages F-4 and F-6 of Gasco 2009 annual report to the TRA show Total Utility Plant of
$1,845,924, Accumulated Depreciation of $896,375 and Net Utility Plant of $949,549
as of December 31, 2009. Pages G-4 and G-5 contain a detailed listing of Utility Plant
by FERC account. Gasco reported to the TRA only $273 of Transmission plant, as
shown on page G-5, which was for measuring and regulation station equipment in
account 369. Gasco did not report any balances in account 367 for transmission mains.

Gasco's largest asset and the largest component of Utility Plant is the $1,236,621 in

TRA Docket 15-00042 4
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A.10

Q.11

distribution mains, account 376. Gasco's distribution utility plant and operations were
acquired by Navitas.

Does the information in the previous owner's annual report to the TRA support
assigning a depreciated original cost to the pipeline of over $2.6 million, as B&W
is seeking in the current rate case, which is B&W:'s first rate case since acquiring
the pipeline and other assets from the previous owner?

No. As noted above, no annual reports from Titan Energy Group to the TRA could be
located. The lack of annual reports to the TRA and the lack of accounting information
from Titan Energy Group would support a finding in the current rate case that B&W
has failed to meet is burden of proof for the depreciated original cost to the previous
owner, thus, the acquisition price paid by B&W represents an acquisition premium,
and should not be included in rate base. Moreover, none of the information in the
Gasco annual report to TRA would support assigning an original cost the pipeline that
Gasco was using at the time for the provision of gas utility service of any amount even
close to the approximately $2.6 million that is being sought by B&W in the current
case.

When Gasco was providing the gas utility and pipeline transmission service, was
the pipeline a separate component of the utility service?

No, the cost of gas, the transmission and the distribution of the gas to customers was
all part of the combined utility service that Gasco was providing to customers.

Now that the distribution system and transmission pipeline that had previously
been used by the former owner, Gasco, have been split as to ownership, with the

distribution system being now owned and operated by Navitas TN NG, LLC

TRA Docket 15-00042 5
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(""Navitas™), and the pipeline now being owned and operated by B&W, should
this split of ownership be resulting in shockingly large rate increases from B&W,
or to the end use customers?

A.11 No. A mere change in ownership of utility assets should not be resulting in such large
rate increases. The rate increases, which, if approved as originally requested by B&W,
would increase the current rate of $0.60 per Mcf to $3.69 per Mcf, an increase of
$3.09 per Mcf or 516%, which could be considered rate shock.? B&W's attempt to use
its acquisition price as the depreciated original cost of the utility plant is without

reliable support and is one of the critical factors in the current case that is contributing
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to the huge size of the rate increase being sought by B&W.

Mr. Novak attempts to rely upon a report prepared for B&W by Bell Engineering
concerning a Gas Pipeline Replacement Cost Evaluation, which he is presenting
with his rebuttal testimony as Attachment WHN Rebuttal-1. Can that report be
relied upon to reliably derive the depreciated original cost of the pipeline under
the previous owner?

No, it cannot. There are several fatal flaws with using that report as an estimate of the
previous owner's depreciated original cost of the utility plant that was acquired by

B&W. One is that B&W acquired the pipeline in September 2010. The Gas Pipeline

2 In Mr. Novak's rebuttal testimony, B&W has updated its throughput estimate from the 169,861
Mcf in its original filing to a new estimated level of 210,235 Mcf, which results in spreading
B&W:'s requested revenue requirement of $627,565 over a larger quantity of units; however, as
discussed later in my testimony, this continues to be a shockingly high rate increase over the
current rates of $0.60 per Mcf. In its original filing the Company proposed rates of $3.69 per Mcf
by dividing its claimed revenue requirement of $627,565 by an attrition period sales volume of
169,861. See, e.g., Novak direct testimony at page 9. Dividing the Company's requested revenue
requirement of $627,565 over B&W's new estimated level of 210,235 Mcf would produce a
volumetric rate of $2.98 per Mcf, which is $2.38 or 397% above the current rate of $0.60 per
Mcf. | address B&W's radical shift in proposed rate design later in my rebuttal testimony.

TRA Docket 15-00042 6
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Replacement Cost Evaluation report from Bell Engineering is dated November 2013,
and the cover letter transmitting it to Mr. Rafael Ramon, the Controller of B&W's
affiliate, ENREMA, is dated December 12, 2013. Page 1 of 5 of the report states that:
"On October 30, 2013, Bell Engineering was authorized by B&W Pipeline, LLC, to
conduct a study to determine the replacement cost of their gas pipeline known as the
B&W Gas Pipeline." Thus, that report did not exist and could not have been relied
upon by B&W in 2010 when B&W at that time determined how much to pay for the

pipeline and the 96 oil and gas wells that B&W acquired in September 2010.

Second, the report attempts to evaluate replacement cost, not original cost. There is no
information about the previous owner's depreciated original cost contained in that

report.

Third, the report makes assumptions about depreciation lives which are questionable
and which are contradicted by and inconsistent with the depreciation rates that are
being used by B&W. The report at page 4 states that: "For this report, the expected
life of steel pipe will be 50 years; the expected life of the polyethylene pipe will be 75
years." The cash values stated in the report are thus dependent upon those expected
useful life assumptions, which are questionable and are questionably applied. The
longer the assumed lives were in the report, the depreciation the report calculates
through 2013, and the "cash values" in the report are higher than if shorter depreciable
life assumptions for the pipeline had been used. At page 7, lines 7-8, of his direct
testimony, Mr. Novak states that "the Company's currently approved depreciation rates

are 3.33% on its utility plant." A 3.33% depreciation rate is approximately equivalent
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to a 30-year expected plant life.> A 30-year useful life for the pipeline is contradictory
to the assumption made in the study about the useful life, including the study's
assumption that all of the pipeline segments that have polyethylene pipe have an
expected life of 75 years. Using a useful life that is shorter than 75 years would result

in lower net cash values than shown in the report.

Fourth, the report appears to significantly overstate estimated costs to construct and
place into service segments of the pipeline, versus comparable information on actual
costs, such as costs recorded on B&W's books for plant additions that were made by
B&W after September 2010. As one illustrative example, page 3 of the report
estimates the replacement cost of section 3 to be $413,280, including a cost of
$287,000 for polyethylene pipe with a six-inch diameter. To derive the estimated
replacement cost for that pipeline addition in 2013, the report increased that cost by
applying two compounded 20% gross-ups (i.e., additional costs) on top of it, one for
"miscellaneous construction items” which were added to the cost of the pipe, and
another one for "miscellaneous project development costs” which was applied to the
combined total of the $287,000 and the 20% increase for "miscellaneous construction
items.” Mr. Novak 's rebuttal testimony states that the pipeline and oil and gas wells
were acquired by B&W from the previous owner in September 2010. Mr. Novak
indicates that pipeline section 3 was constructed in 2013, which is after B&W's
acquisition date of the pipeline and other assets. The year 2013 was a period when the
pipeline was owned by B&W. It is therefore instructive to review B&W's actual

recorded costs for pipeline main construction in 2013 and to compare those costs with

31/3.33% depreciation rate = 30 year useful life.
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the estimates contained in the report that B&W is now relying upon in its attempt to
justify using its purchase price as the amount of original cost. B&W's general ledger
for 2013 was provided in Minimum Filing Requirement ("MFR") item 8-1 as an Excel
file, and shows the following expenditures in 2013 for account 125121, Construction

Expenditures - Pipelines:

Date Num A8p Name Memo Debit
06/06/2013 r1354 Martin Contracting, Inc. 1354 PIPELINE REPAIR 300" SECTION 27,494.00
06/26/2013 1370 Martin Contracting, Inc. 1370 3,405.86
07/01/2013 I’8669 Hull Brothers, Inc Ir8669 10,000.00
09/09/2013 8866 Hull Brothers, Inc 8866 8,251.15
10/09/2013 '1211416001 McJunkin-Red Man Corporation 1211416001 Materials 4" Line 26,120.50
10/16/2013 ’1211416002 McJunkin-Red Man Corporation 1211416002 Materials 4" Line 23,176.22
10/26/2013 '8969 Hull Brothers, Inc Ir8669 25,300.00
11/01/2013 8971 Hull Brothers, Inc "8971 28,060.00
11/04/2013 '1559092001 McJunkin-Red Man Corporation 1559092001 Materials 4" Line 6,946.24
11/06/2013 8976 Hull Brothers, Inc '8976 28,620.00
11/12/2013 ’8977 Hull Brothers, Inc I:3977 34,020.00
11/14/2013 8980 Hull Brothers, Inc '8980 7,000.00
12/07/2013 ’9008 Hull Brothers, Inc ?)008 12,881.25
Total 125121 - Pipelines 241,275.22
From the descriptions contained in the B&W general ledger, some of the actual
spending on pipeline construction in 2013 which totaled $241,275 may have been for
repair of existing sections of the pipeline, rather than for adding a new section in 2013.
Also, from the descriptions, it appears that B&W in 2013 installed 4-inch pipe, rather
than the 6-inch pipe assumed in the report. Typically, the material cost of smaller
diameter pipe is lower than for larger diameter pipe. Comparing the $241,275 actual
2013 pipeline spending with the estimated amount of $413,280 suggests an

overstatement factor of at least 58.4% as shown below:
TRA Docket 15-00042 9
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Line [Description Amount Source
1 |Actual 2013 pipeline spending $ 241,275 [B&W 2013 General Ledger,
account 125121, Construction-
Pipelines
Estimate "probable replacement costs" for Section 3 which
2 |was constructed in 2013 $ 413,280 [B&W Rebuttal
3 |Replacement Cost Study Over-statement Factor 58.4%|Line 1/ Line 2

Q.13

A.13

Q.14

Al4

If a 58.4% Replacement Cost Study Over-Statement Factor were applied to the
present value analysis presented on Mr. Novak's Attachment WHN Rebuttal-2,
what would be the result?

If a 58.4% Replacement Cost Study Over-Statement Factor were applied to the present
value analysis presented on Mr. Novak's Attachment WHN Rebuttal-2, his claimed
discounted replacement cost would be reduced from $2.853 million to $1.671 million,
which is about $962,000 below B&W's acquisition price for the pipeline and oil and
gas wells of $2,633,085. However, there are other flaws with Mr. Novak's Attachment
WHN Rebuttal-2, which | will address below that, if addressed, would further reduce
the results of the discounted net present value analysis that Mr. Novak has presented
for the first time in his rebuttal testimony.

What other flaws in Mr. Novak's calculation have you identified?

Mr. Novak's calculation of the net present value on his Attachment WHN Rebuttal-2 is
heavily influenced by his discount rate assumption of 3%, but he offers no explanation
or support for that assumption. Using a higher discount rate for the net present value
analysis will result in lower results. To calculate the impact of adjustments to Mr.
Novak's net present value analysis, | first reproduced the calculations presented on his

Attachment WHN Rebuttal-2, in Excel, as shown on Attachment RCS Supplemental

TRA Docket 15-00042 10
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Direct-2. | then made calculations using alternative, higher discount rates, as
explained below.

Can you provide an illustration of how the assumed discount rate can affect the
results of Mr. Novak's present value analysis?

Yes. As an illustration, using an 8.5% discount rate, which is the CAPD's
recommended cost of capital for B&W, and without attempting to correct for the other
flaws in Mr. Novak's analysis, would produce an original cost estimate of $595,666,
which is $2,037,419 below B&W's acquisition cost of $2,633,085 that B&W is
attempting to use as original cost and include in rate base to earn a 10.12% return for
B&W's owners.  This illustrative calculation is shown on Attachment RCS

Supplemental Direct-3.

Using B&W's requested cost of capital of 10.12% as the discount rate, and without
attempting to correct for the other flaws in Mr. Novak's analysis, would produce an
original cost estimate of $370,093, which is $2,262,992 below B&W's acquisition cost
of $2,633,085. This illustrative calculation is shown on Attachment RCS

Supplemental Direct-4.

Attachments RCS Supplemental Direct-3 and 4 present those comparative calculations
in a similar format to Mr. Novak's Attachment WHN Rebuttal-2.
What is the rationale for using a company's cost of capital as the discount rate in

a net present value analysis?

A.16 An estimate of a company's cost of capital is typically considered in making
investment decisions. Net present value calculations using a company's estimated cost
TRA Docket 15-00042 11
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Q.18
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A.19

of capital are thus frequently encountered in investment decision analysis and in
valuations of acquisitions.

Have you also made a calculation that adjusts for the apparent over-statements,
adjusts the pipeline’s useful life assumption to be consistent with B&W:'s
depreciation rates, and uses the CAPD recommended cost of capital of 8.5% as
the discount rate?

Yes. My calculation is shown on Attachment RCS Supplemental Direct-5, page 1. The
presentation there is in a similar format to Mr. Novak's Attachment WHN Rebuttal-2.
As shown on Attachment RCS Supplemental Direct-5, page 1, with those adjustments,
the derived net present value of the pipeline is $327,860, which is $2,305,225 below
B&W's acquisition price of $2,633,085.

Are you recommending that the original cost be estimated at $327,860 based on
the presentation shown on Attachment RCS Supplemental Direct-5?

No. It continues to be my recommendation that the TRA find that B&W has failed to
meet its burden of proof in establishing the previous owner's depreciated original cost
of plant devoted to utility service, and therefore the amount paid by B&W of
$2,633,085 to acquire the 96 oil and gas wells and the pipeline should not be included
in rate base.

Mr. Novak states at page 3 of his rebuttal testimony that none of the $2,633,085
cost paid by B&W for the 96 oil and gas wells and the pipeline was assigned to the
oil and gas wells. Is that credible?

No. That appears to be a rather self-serving assumption that B&W is using to justify its

attempt to allocate all of its $2,633,085 acquisition cost to regulated utility operations
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(i.e., the pipeline) and zero of such acquisition cost to the oil and gas wells, which are
being treated as non-utility assets (and which subsequently were transferred by B&W
to a non-utility affiliate, Rugby Energy, LLC). B&W has attempted to maximize its
claim for utility rate base and to minimize the acquisition cost assigned to the oil and
gas wells which B&W has treated as non-regulated assets and which B&W has
recently transferred to an affiliate. B&W has indicated that the liability associated
with the existing oil and gas wells exceeded their value. B&W, therefore, made an
assumption that the oil and gas wells had no value. However, this is not supported by
other information on B&W's general ledgers which show that the oil and gas wells are
producing revenue and net margins that, until the wells were transferred to an affiliate,
far outweighed the revenues that B&W was recording for transporting gas through its
pipeline for Navitas. The net revenues produced by the oil and gas wells indicate
positive value, indeed, a value that at the time of the acquisition, far exceeded the
revenue that was being produced by the pipeline. For example, B&W's 2012
information shows that its gross profit* of $182,582 includes $19,729 for the provision
of gas transportation services to Navitas and $162,853 of gross profit from oil and gas
sales and royalties. Thus, approximately 11% of B&W's gross profit for 2012 was
from gas transportation service and 89% was from oil and gas sales and royalties.
Assigning 100% of the acquisition cost to an asset that was producing only 11% of the
gross profit, and assigning none of the acquisition cost to the assets that were

producing 89% of the gross profit is simply not credible.

4 Gross Profit on the B&W trial balance for 2012 is revenue after subtracting the cost of the oil
and gas sold, and before operating expenses.
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A2l

Although B&W has claimed that it had a liability for the existing oil and gas
wells, did B&W actually record such a liability on its books?

No. If B&W had a legal liability to retire or remediate some of the acquired oil and
gas wells, generally accepted accounting would require that B&W should have
recorded the value of those wells on its books and should have recorded the related
liability, such as for capping inactive wells, as an asset retirement obligation.
However, a review of B&W's accounting records, including its general ledgers for
2013 and 2014, reveals that B&W has not recorded a liability for asset retirement
obligations. This suggests that either B&W did not actually have such an asset
retirement obligation or that B&W is not following generally accepted accounting
principles.

Please briefly explain the accounting for asset retirement obligations.

Basically, if a company has a current legal obligation to retire or remediate a property

or facility, it is supposed to recognize that as an asset retirement obligation.

In June 2001, the Financial Accounting Standards Board (“FASB”) promulgated
Statement of Financial Accounting Standards No. 143 (“SFAS 143”). This
pronouncement addresses the appropriate accounting for long-lived assets. It was
effective for all fiscal years beginning after June 15, 2002. However, earlier
application was encouraged. Pursuant to SFAS 143, all companies, both unregulated
and regulated must review all of their long-lived assets to determine whether or not
they have actual legal obligations to remove retired assets. For some plant and

equipment, companies have a legal obligation to remove the asset at the end of the
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service life. These legal obligations for future removal are called asset retirement

obligations (“AROs”). For other assets, no such obligation exists.

If a company does have an ARO, the fair value of the future retirement cost, which is
determined using net present value techniques, is considered to be part of the original
cost of the asset. That ARO is therefore capitalized (included in the original cost) and
depreciated over the life of the asset. In essence, if a company incurs a legal liability to
spend money to remove an asset at the end of its life, that liability is part of the cost of

the asset.

In contrast, if a company does not have such legal obligations, the future cost of
removal will not be capitalized as part of the asset cost and will not be included in
depreciation expense. Only the initial cost of the asset (which does not include
estimated inflated future cost of removal for which no current liability exists), will be

depreciated.

At the end of the asset’s life, for assets without AROs, the accumulated depreciation
account will equal the plant balance. In other words, under SFAS 143, there is
symmetry between assets with and without AROs. In both cases, the accumulated
depreciation will equal the original cost of the asset at the end of its life.

Did B&W follow that accounting?

No. B&W has stated that it did not record any value of the 96 oil and gas wells that
were acquired with the pipeline in September 2010. Moreover, a review of B&W's
accounting records, including its general ledgers for 2013 and 2014, revealed that

B&W has not recorded an allocation of the initial purchase price to the 96 oil and gas
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wells and that B&W has not recorded a liability for asset retirement obligations on its
books in either of those years for estimated costs to cap inactive oil and gas wells.

At pages 6-7 of his testimony, Mr. Novak claims that your analysis is inconsistent
with the State of Tennessee's own assessment of the pipeline for taxing purposes,
and he includes a property tax appraisal that was submitted to the State by B&W
in his Attachment WHN Rebuttal-3. Please respond.

What Mr. Novak fails to mention is that the State of Tennessee property tax appraisal
form that he attached to his rebuttal testimony was submitted to the State by B&W and
is based on B&W's accounting records, which currently reflect B&W's claim that its
entire acquisition price for the 96 oil and gas wells and pipeline that were acquired in
September 2010 was entirely for pipeline utility plant in service, and none of it was for
an acquisition adjustment (i.e., for amounts paid in excess of the previous owner's
depreciated original cost of the public utility property), and none of it was for the oil
and gas wells that were producing most of the revenue and gross margin. While B&W
currently reports its entire acquisition cost as utility plant, that has not yet been
reviewed in a rate case, and is being challenged in the current rate case, which is
B&W's first since acquiring the pipeline and the 96 oil and gas wells in September

2010.

As | have explained in my direct testimony and herein, B&W should not have recorded
its entire acquisition price as pipeline plant in service, but rather should have recorded
it as an acquisition adjustment, which would not be included in rate base. B&W
should have also fairly allocated a portion of the acquisition price to the oil and gas

wells that produced approximately 89% of B&W's gross margins in 2012.
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A review of the property tax submission from B&W also reveals other questionable
aspects, such as the cost of the pipeline that B&W reports is assumed by B&W to be
located exactly equally in each of the three counties. This further suggests that B&W's
ad valorem submission to the State may not be totally accurate. B&W's property tax
submission report presented in Mr. Novak's Attachment WHN-3 shows that B&W has
reported to the State that B&W has an exactly equal amount of pipeline gross
investment is in each of the three counties, Fentress, Morgan and Pickett. The amounts
reported on the form are apparently based on B&W's assumptions that there was no
amount paid in excess of the previous owner's depreciated original cost plant, and
B&W's assumption that no amount of the purchase price was assigned or allocated to
acquisition adjustments, goodwill, or to the oil and gas wells that were, at the time of

the acquisition, producing the vast majority of the revenue and gross margin.

I also note that question 29 on the tax form presented in Mr. Novak's Attachment
WHN-3 asks: "What was the date of your last rate case?" and "Was the case heard by

a state PSC or federal entity?" and "What was the return on equity granted?"

The fact that these questions are asked suggests that the answers may be important to
the State in reviewing a utility's ad valorem tax report, and that a state regulatory
authority decision in the utility's rate case could have an impact on the property tax
assessment. Since B&W has not previously had a rate case, the assessment reported
by B&W to the State, which is based on B&W's questionable recorded values that
reflect no purchase price was assigned or allocated to acquisition adjustments,

goodwill, or to the oil and gas wells that were, at the time of the acquisition, producing
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the vast majority of the revenue and gross margin, should not be controlling for
ratemaking purposes.

You mentioned that B&W reported an exactly equal amount of pipeline plant in
each of the three counties, Fentress, Morgan and Pickett, as shown on page PL-3
of Attachment WHN Rebuttal-3. Is that consistent with how the previous owner
reported plant and was assessed ad valorem taxes by the State of Tennessee?

No. The previous owner, which also owned Gasco Distribution Systems, Inc., the gas
distribution utility to which the pipeline had previously been providing utility service,
had a total assessment in 2010 of $756,000, of which $976 was in Fentress county and
$227,660 was in Pickett County, and the remainder was in Campbell County, including
an area in Jellico and in areas that are outside of cities. This is shown in Attachment
RCS Supplemental Direct-6.

Has B&W demonstrated that it has an exactly equal amount of pipeline plant
located in Fentress, Morgan and Pickett counties, as shown on page PL-3 of
Attachment WHN Rebuttal-3?

No. It appears that B&W has merely divided its total claimed pipeline asset amount by
three, and allocated one-third to each of those counties. However, it seems highly
unlikely that, with the different components of the pipeline which were placed into
utility service at different points in time and which use different materials, e.g., some
segments use steel pipe and others are polyethylene, that there could really be an
exactly equal amount of pipeline assets located in each of those three counties.

Mr. Novak in his rebuttal testimony attempts to use State of Tennessee property

tax assessment information to justify B&W claim for pipeline plant in service
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amounts. Did you review other State of Tennessee property tax assessment
information, and please explain what inferences can be drawn from that?

Yes. During the investigation of B&W's current rate case, the CAPD obtained the
Navitas TN NG, LLC State of Tennessee 2011 Ad Valorem Tax Report (see
Attachment RCS Supplemental Direct-7), as well as listings of 2010 and 2011 Ad
Valorem Assessments for all gas companies operating in the State (see Attachment
RCS Supplemental Direct-8 and 9, respectively. The Navitas TN NG, LLC State of
Tennessee 2011 Ad Valorem Tax Report reports net fixed assets for Navitas of
$610,500 as of December 31, 2010, with $40,500 of that in Fentress county and
$570,000 in Campbell county. See Attachment RCS Supplemental Direct-7. The
2010 and 2011 Ad Valorem Assessment summaries presented in Attachment RCS
Supplemental Direct-8 and 9, respectively, show $873,000 and $330,000 for Gasco

Distribution Systems, Inc. and no separate amounts for Titan Energy.

Interestingly, the 2011 ad valorem assessments for all of the other gas companies in the
State of Tennessee, including Atmos Energy Corp., Chattanooga Gas Company,
Counce Natural Gas Corp., and Piedmont Natural Gas Company, Inc., all show an
increase in the assessment from 2010 to 2011, and only Gasco Distribution Systems,
Inc., shows a decrease in assessment from 2010 to 2011. The decrease in Gasco's ad
valorem tax assessment from 2010 to 2011 is $543,000 (2010 assessment of $873,000

less 2011 assessment of $330,000).

The fact that there is no property tax assessment for Titan Energy suggests that either
the pipeline was not being reported by Titan Energy to the State for ad valorem tax

purposes or that Titan was carrying the net depreciated original cost of the pipeline at a
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zero value on its books for the 2010 and 2011 assessments and thus had nothing to

report.

Finally, to the extent that some of the pipeline may have been reported by Gasco in
Gasco's ad valorem assessment reports, the decrease in the Gasco ad valorem
assessment from $873,000 in 2010 to $330,000 in 2011 suggests that the net
depreciated original cost of the pipeline in 2010 could not have been the $2,633,085
amount that is being claimed by B&W as pipeline plant in service and which is based
on B&W's acquisition price, not on the previous owners depreciated original cost of
the public utility property.

At pages 7-9 of his rebuttal testimony, B&W witness Novak attempts to explain
the transfer of oil and gas wells to an unregulated affiliated entity, Rugby Energy,
LLC, that is under the same ownership as B&W. Please comment.

I would urge the TRA to exercise strong skepticism regarding B&W's attempt to assign
no value to the oil and gas wells initially, and to B&W's subsequent transfer of those
oil and gas wells to the unregulated affiliated entity under the same ownership as

B&W.

Treating B&W's initial purchase price as an acquisition adjustment that is not
includable in rate base because B&W has failed to meet its burden of proof as to the
previous owner's depreciated original cost of the utility plant will largely mitigate this
issue for purposes of the current B&W rate case and will help limit the shockingly high

rate increase that B&W has requested.
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In terms of affiliated transactions, however, B&W is deserving of heightened
regulatory scrutiny because the level of affiliated transactions impacting this particular
company has been very high. B&W transferred assets to an affiliate (Rugby) under
common ownership, B&W buys gas from affiliates (Rubgy and/or Enrema), B&W
transports gas its use in oil and gas production (under B&W during the test year, now
apparently this will be for an affiliate), B&W accounting and tax reporting are
prepared and overseen by an affiliate (Enrema), and B&W is managed by an affiliate
(Enrema).  Affiliated transactions thus affect virtually every aspect of B&W's
operations.

Please summarize your recommendation concerning the amount of pipeline plant
that should be included in rate base.

As shown on Exhibit RCS-1, Schedule B, filed with my direct testimony, the rate base
for pipeline plant in service should only reflect the cost of additions made after B&W
obtained ownership. B&W's acquisition price should be treated as an acquisition
adjustment because B&W has failed to meet its burden of proof in establishing the
previous owner's depreciated original cost at the time of the ownership transfer.
Available information, such as the apparent complete lack of annual reports filed by
the previous owner, Titan Energy, with the TRA, and scrutiny of information filed by
the TRA from Gasco, as well as the available State of Tennessee property tax
information from the previous owner, all supports using a zero amount as the net

depreciated original cost of the pipeline plant at the time it was acquired by B&W.

TRA Docket 15-00042 21
Smith, Supplemental Direct



10

11

12

13

14

15

16

17

18

19

20

21

22

Q.29

A.29

Q.30

1. AFFILIATE OPERATOR FEE

Mr. Novak, at pages 9-12, addresses the Operator Fee that is charged to B&W by
an affiliate. He claims that an allocated Operator Fee of $11,375 should be used,
and that your recommendation of a 20% allocation is arbitrary. Please respond.
The total Operator Fee which is charged to B&W by an affiliate, Enrema, is $273,000
per year. B&W proposes to allocate 50% of it to utility operations and the other 50%
to non-utility operations ($11,375 per month x 12 months is $136,500, which is 50% of
the total Operator Fee is $273,000 per year). The information provided by B&W
through the discovery process was reviewed, and the Company's proposed allocation
of this affiliated charge to utility operations is being challenged. A review of B&W's
general ledgers for 2013 and 2014 indicates significant activity for non-regulated
activity, such as most of the $486,216 of well improvements since B&W acquired the
oil and gas wells form the previous owner. Additionally, since B&W's acquisition of
the oil and gas wells and pipeline, most of B&W's revenue and net margins have been
from oil and gas sales and royalties. Those revenues and net margins from oil and gas
operations have far outweighed B&W's historical revenue from Navitas for gas
transportation services. Thus, a one-fifth allocation (i.e., 20%) for this affiliated
charge is being recommended instead of the Company's proposed 50%.

II. COSTS FOR OBTAINING CERTIFICATE

At pages 12-13 of his rebuttal testimony, B&W witness Novak indicates that the
Company does not object to capitalizing and deferring test period costs to obtain

its CCN, but proposes an amortization period of 60 months. Mr. Novak also
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claims that you provided no basis for proposing to amortize the CCN costs over a
longer period. Please respond.

The costs to obtain the CCN are similar to organizational costs because B&W could
not provide utility service in the state without a CCN. The costs to obtain the CCN
that were recorded by B&W during the test year will not be incurred annually by B&W
and thus should be removed from the test year and amortized over an appropriate
period, such as the period benefitted by the CCN or the useful life of the CCN. While |
used a 20 year life for that amortization in my direct testimony, the useful life of the
CCN could thus be viewed as the entire period during which B&W would be providing
gas pipeline transportation service as a public utility in Tennessee. As described
earlier in my Supplemental Direct testimony, B&W is using a depreciation rate for the
pipeline of 3.33%, which suggests a 30 year useful life for the pipeline. A case could
be made for amortizing B&W's costs to obtain the CCN over the same period as the
pipeline's useful life since both would be used in providing the public utility service
during that period.

At page 13 of his rebuttal testimony, Mr. Novak suggests that the legal and
regulatory costs to obtain the CCN are the same type of legal and regulatory costs
as a rate case, and thus should be amortized over the same period as rate case
costs. Do you agree with Mr. Novak's proposed amortization period for the CCN
costs?

No. The CCN has benefit to B&W beyond a single rate case filing cycle. A longer
amortization period approximating the anticipated useful life of the CCN, which is

similar to an organizational cost, should be used. While my direct testimony used a
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period of 20 years for that amortization, a case could be made for using the same
period that is being used for the depreciation of the pipeline, which is the primary
utility asset that B&W has will be using to provide the public utility service.

1IV. THROUGHPUT

How far apart are the CAPD and the B&W throughput estimates?

Mr. Novak's rebuttal testimony, at page 15, shows 212,628 Mcf in the CAPD attrition
period (i.e., 2016) throughput forecast and 210,235 Mcf in B&W's Updated forecast.
B&W's update is 2,393 Mcf below the CAPD amount presented in my direct
testimony. In percentage terms, the 2,393 Mcf difference is approximately a 1.1%
variance based on either the CAPD or B&W updated throughput forecasts.

At pages 13-16, of his rebuttal testimony, Mr. Novak addresses the estimates of
throughput. At page 15, he claims that you provided no discussion of the
rationale or basis for using specific throughput levels in your direct testimony.
Please explain why you used the throughput levels reflected in your direct
testimony.

Concerning the throughput estimates for Navitas, as the TRA is aware, Navitas'
responded to a discovery request from the TRA with Navitas' best estimates of Navitas'
gas sales in 2016 to be supplied through the B&W pipeline. That response contained
the estimates of 45,178 Mcf to existing Navitas customers, and estimates for new
Navitas business customers located in Kentucky of 108,000 Mcf for customer 1 and
12,000 for customer 2. The estimates of throughput were further discussed with

Navitas (and with B&W) prior to B&W's rebuttal filing. The estimates provided by
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Navitas in response to the TRA information request were believed to represent the best

information available at the time my direct testimony was prepared, so | used them.

During discussions with B&W and Navitas, it became clear that Navitas is not B&W's
only customer for gas transportation service. B&W also has a significant quantity of
"Intercompany" transport related to transporting gas through the B&W pipeline to for
use by B&W's "intercompany" operations in oil production. B&W provided a specific
estimate of that "intercompany” transportation volume, 47,450 Mcf. This is shown in
Mr. Novak's rebuttal testimony at pages 14-15, and that specific quantity of 47,450
Mcf for "B&W Pipeline Intercompany Transport™ appears at the top of page 14 of Mr.
Novak's rebuttal testimony. Mr. Novak's Table 2 on pages 14-15 of his rebuttal
testimony shows that same quantity of 47,450 in both the "B&W Pipeline” and
"CAPD" columns, suggesting that there had been agreement between B&W and CAPD
concerning that level through the filing of CAPD's testimony. However, B&W has
now attempted to lower that quantity in its rebuttal testimony to 29,824 Mcf. This
lowered estimate of its own intercompany throughput by B&W was not to my
knowledge previously disclosed by B&W prior to its filing of rebuttal testimony.

What reservations and concerns do you have regarding the B&W updated
throughput level for B&W affiliated intercompany transportation volumes?

In footnote 20 on page 14 of his rebuttal testimony, Mr. Novak states that the
Company's new intercompany throughput amount of 29,824 is based on an
annualization of 14,912 Mcf for the first six months of 2015. However, Mr. Novak's
rebuttal provides no monthly details for that six month period. Nor does he provide

monthly details for intercompany throughput for the 12 months ending June 2015. The
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lack of monthly information in Mr. Novak's rebuttal makes it difficult to analyze
whether his new proposed annualization of 14,912 Mcf for the first six months of 2015
that is presented in his rebuttal, and which reflects a downward adjustment from
B&W's previous estimate of intercompany throughput of 47,450 is appropriate and/or
how and whether the 14,912 Mcf six month amount he used reflected any seasonal
impacts.

V. RATE DESIGN

What did Mr. Novak propose for rate design in B&W's application and his direct
testimony.

He proposed a volumetric, per-Mcf charge of $3.69 per Mcf.  That represented an
increase of $3.09 per Mcf over the current rate of $0.60 per Mcf, or an increase of over
500%.

What does Mr. Novak now propose for rate design in his rebuttal?

In his rebuttal, Mr. Novak has done a complete 180 turn on the Company's proposed
rate design. While in his direct testimony he proposed an entirely volumetric rate, the
$3.69 per Mcf; in his rebuttal, he now proposes a fixed charge of $1,719 per day, of
which he proposed to charge $1,479 to Navitas per day and $240 to B&W's affiliates
for "intercompany" transportation. In his rebuttal, he now also proposes a Sales
Adjustment Mechanism ("SAM") which would adjust B&W's rates for differences
between annual sales volumes and the sales volumes adopted in the current rate case.
What would Mr. Novak's proposal charge to Navitas and to the B&W affiliates

per year for gas transportation service?
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His proposal would charge $539,835 to Navitas and $87,600 to the B&W affiliates, for
a total of $627,435.

How does that compare with current rates?

Using the per-Mcf equivalent, based on his use of the 180,411 Mcf and 29,824 Mcf
throughput estimates for Navitas and the B&W affiliates stated on page 21 of his
testimony, dividing the $539,835 to Navitas by the 180,411 Mcf of Navitas throughput
equates to an equivalent rate of $2.99 per Mcf. Similarly, dividing the $87,600 to
Navitas by the 29,824 Mcf of B&W affiliate throughput equates to an equivalent rate
of $2.94 per Mcf. Compared with the current rate of $0.60 per Mcf, this is an increase
of $2.39 or 399% for Navitas and $2.34 or 390% for the B&W affiliates.

Do you agree with Mr. Novak's rate design proposal?

No. Mr. Novak has failed to justify a drastic rate design change from a 100%
volumetric rate to a fixed charge per day.

Do you oppose a movement toward a mixture of fixed and variable charges?

No. In fact, in fact the rate design proposed in my direct testimony moves to the use of
a combination of fixed and variable charges. However, unlike B&W's proposal, my
recommendation reflects sensitivity to the costs and size of the rate increase, and
applies the rate design principle of gradualism, and thus avoids implementing drastic
changes all at once and in a manner that avoids the rate shock impact inherent in
B&W's proposals.

Do you agree with Mr. Novak's proposed SAM?

No. The difference between B&W's updated throughput forecast of 210,235 Mcf and

the forecast used in my direct testimony for the CAPD of 212,628 Mcf is only 2,393
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Mcf, a variance of approximately 1.1%. A one percent variance in sales forecasts is
insufficient to justify needing a new sales tracker and adjustment mechanism. |
therefore recommend that Mr. Novak's proposed SAM be rejected.

Are there additional reasons by Mr. Novak's proposed rate design of fixed charge
per-day amounts and a SAM should be rejected?

Yes. The Company's new rate design proposals are being presented for the first time
in the Company's rebuttal filing and thus entail an element or procedural unfairness.
Had such recommendations been presented by B&W's original application, two rounds
of discovery and additional discussions could have been undertaken; however, with the
first presentation of drastically different rate design proposals in rebuttal, that level of

discovery is not available.

Second, these new rate design proposals appear to be a thinly veiled attempt by B&W
to shift all risks related to fluctuations in pipeline throughput away from B&W and to
place those risks on customers. Currently, B&W's rates are exclusively based on the
volume of gas that is transported by B&W through the pipeline. Shifting to completely
fixed charge rates, and especially if coupled with a sales tracking adjustor mechanism,
would shift virtually all risks from fluctuating gas throughput onto B&W's customers.
B&W's authorized rate of return may need to be reduced to below the 8.5% used in the
CAPD direct testimony filing in order to reflect a reduction in risk to B&W from these
new B&W rate design proposals, which were not presented in B&W's direct filing and

were not known to the CAPD prior to B&W's rebuttal filing.

Third, B&W's proposal to use only a fixed charge rate appears to be inconsistent with

the use of the B&W pipeline. When a utility gas transmission system is utilized both to
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provide access to gas supplies, as B&W's pipeline is, as well as to provide gas
throughput on days of maximum demand, the industry has generally recognized that
the exclusive use of a demand-based cost allocation system and rate design is
disfavored and that a combination of usage and demand-based factors should be
applied instead. A demand only cost of service allocation and rate design would not be
appropriate for B&W because it does not properly assign costs to cost causers. B&W's
gas transmission system is designed both to meet customer demand for gas and to
provide access to gas supplies. B&W's gas transmission pipeline system provides a
commaodity function by providing access to gas supplies located near or adjacent to the
northeastern Tennessee area where B&W's pipeline is located. The appropriate
allocation and cost assignment that is used for cost of service allocation and rate design
should thus recognize that the B&W Pipeline functions to serve both an annual gas
supply need and a peak gas demand need. This applies to B&W's gas transmission
pipeline and thus appropriately assigns costs to the cost causers on a combination of

usage (Mcf-based charges) and demand (fixed charges).

In summary, the Company's new proposal in rebuttal to use exclusively fixed charges
for its entire revenue requirement is not appropriate and should be rejected in favor of
the combination of usage (per Mcf-based) charges and demand-related or fixed
charges. The recommended rate design presented with my direct testimony on Exhibit
RCS-1, Schedule E, page 1, should be used to allow B&W a reasonable opportunity to

recover the revenue requirement shown on that page.
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Q.43

In preparing your recommended rate design on Exhibit RCS-1, Schedule E, that
was filed with your direct testimony, were you aware of certain minimum

amounts which were obtained informally from Navitas?

A.43 Yes. The recommended rate design presented on Exhibit RCS-1, Schedule E, that was
filed with my direct testimony made use of information that had been obtained
informally from Navitas concerning minimum quantities under Navitas’ agreement to
supply gas to a large industrial customer that was stated to have dual fuel capability.

Q.44 Does this complete your supplemental direct testimony?

A44  Yes.
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RECEIVED
MAR 0 7 2010

TN REGULATORY AUTHORITY
UTILITIES DIVISION

STATE OF Ohio

COUNTY OF Muskingum

of the....cceneenenns Gasco Distribution Systems, Inc
on our oath do severally say that the foregoing return has been prepared, under our direction, from the
original books, papers and records of said utility; that we have carefully examined the same, and
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knowledge, information and belief.

(Chief Officer)
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(Seal)

TWILA D. WRIGHT
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Zanesville, Ohio 43701
Charles D. Hercher 13 Bay Colony Terrace 20.41 $0.00 1
Fairfield Glade, TN 38558
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Name of Respondent
Gasco Distribution Systems, Inc.

This Report is:
(1) _X_ An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
12/31/09

Year of Report

2009

INCOME STATEMENT

UTILITY OPERATING INCOME

Operating Revenues (400)

Operation Expense (401)

Maintenance Expense (402)

Depreciation Expense (403)

Amortization Expense (404-406)

Amortization of Property Losses & Conversion Expenses (407)

Taxes Other than Income Taxes, Operating Income (408.1)

Income Taxes, Utility Operating Income (409.1)

Provision for Deferred Inc. Taxes, Oper. Inc. (410.1)

Income Taxes Deferred In Prior Years-Cr. (411.1)

Investment Tax Credits, Deferred to Future Periods (412.1)

Investment Tax Credits, Restored to Operating Income (412.2)
Total Operating Expenses

Operating income

income from Utllity Plant Leased to Others (413)

Gains (losses) from Disposition of Utility Property (41 4)
Total Operating Income

OTHER INCOME AND DEDUCTIONS
Other Income:
Income from Merchandising and Jobbing (415-416)
Income from Nonutility Operations (417)
Nonoperating Rental Income (418)
Interest and Dividend income (419)
Allowance for Funds Used During Construction (420)
Miscellaneous Nonoperating Income (421)
Gains (losses) from Disposition of Property (422)
Total Other income
Other Income Deductions:
Miscellaneous Amortization (425)
Miscellaneous Income Deductions (426)
Total Other Income Deductions
Taxes Applicable to Other Income and Deductions:
Taxes Other than Income Taxes, Other Inc. and Ded. (408.2)
Income Taxes, Other Income and Deductions (409.2)
Provisions for Deferred Inc. Taxes, Nonoperating inc. (410.2)
Income taxes Deferred in Prior Years-Cr. (411.2)
investment Tax Credits, Nonutility Operations, Net (412.4)

Total Taxes on Other Income and Deductions
Net Other Income and Deductions
INTEREST CHARGES
Interest on Long-Term Debt (427)
Amortization of Debt Discount and Expense (428)
Amortization of Premium on Debt-Cr. (429)
interest on Debt to Associated Companies (430)
Other Interest Expense (431)
Total interest Charges
Income Before Extraordinary items
EXTRAORDINARY ITEMS
Extraordinary Income (433)
Extraordinary Deductions (434)
income Taxes, Extraordinary Items (409.3)
Total Extraodinary items
NET INCOME

investment Tax Credits, Restored to Nonoperating Income (412.3)

Col."C"
Reference

Page # This Year

G-1 609,602.83
G1 792,694.93
G-1 s
G-1 65,135.72
G-1 58.48
G-1 .
G-1 14,132.13
G-1 -
G-1 i
G-1 "
G-1 .
G-1 -
872,021.26
(262,418.43)

(262,418.43)

7,993.59
7,993.59

7,993.59

12,827.59
12,827.59
(283,239.61)

Col. D"

Last Year

816,682.10
978,253.15

66,645.37
58.48
41,027.96

1,085,984.96
(269,302.86)

(269,302.86)

21,824.18
21,824.18

21,824.18

47,519.05
47,519.05
(338,646.09)

Col. "E"
Increase or
(Decrease)

(207,079.27)
(185,558.22)

(1,509.65)

(26,895.83)

(213,963.70)
6,884.43

6,884.43

(13,830.59)
(13,830.59)

(34.691.46)
(34,691.46)
55,406.48

(283,230.61)

(338,646.09)

55,406.48
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Name of Respondent This Report is: Date of Report| Year of Report
Gasco Distribution Systems, Inc (1) _X_ An Original (Mo, Da, Yr)
(2) __ A Resubmission 12/31/09 2009
BALANCE SHEET Col. "C" Col. "D" Col. "E"
Reference Balance First Balance End  Increase or
ASSETS AND OTHER DEBITS Page # of Year of Year (Decrease)
UTILITY PLANT
Utility Plant (100) F-6 1,847,200.75 1,845,923.80 1,276.95
Less: Accum Prov. for Deprec. and Amort. (110) F-6 (831,180.81)  (896,375.01) 65,194.20
Net Utility Plant 1,016,019.94 949,548.79 66,471.15
OTHER PROPERTY AND INVESTMENTS
Nonutility Property (121) F-6 - - -
Less: Accum. Prov, for Deprec. and Amort. (122) F6 - - =
Net Nonutility Property - - -
Other Investments (124) F-7 - - -
Special Funds (125) F-7 B = -
Other (Please Specify) 15,848.00 22,070.00 (6,222.00)
Total Other Property and Investments 15,848.00 22,070.00 (6,222.00)
CURRENT AND ACCRUED ASSETS
Cash and Working Funds (131) - - -
Temporary Cash Investments (132) - - =
Notes Receivable (141) F-7 - - -
Customer Accounts Receivable (142) F-7 132,081.58 87,461.64 44,619.94
Other Accounts Receivable (143) F-7 - - -
Accumulated Provisions for Uncollectible Accounts-Cr (144) F-7 - - =
Notes Receivable from Associated Companies (145) F-7 - B -
Accounts Receivable from Associated Campanies (146) F-7 71,116.80 117,191.43 (46,074.63)
Materials & Supplies (150) F-8 15,252.08 15,491.13 (239.05)
Gas Stored Underground (164) - - -
Liquefied Natural Gas Stored (165) - - -
Prepayments (166) F-8 4,611.99 5,704.05 (1,092.06)
Other Current and Accrued Assets (170) 50,776.22 - 50,776.22
Qver Payment of Taxes - - -
Other (Please Specify) - - -
Total Current and Accrued Assets 273,838.67 225,848.25 47,890.42
DEFERRED DEBITS
Unamortized Debt Discount and Expense (181) F-8 - - E
Extraordinary Property Losses (182) F-8 - - -
Other Deferred Debits (183) F-8 - - -
Other (Please Specify) - - -
Other (Please Specify) - - -
Total Deferred Debits - - E
TOTAL ASSETS & OTHER DEBITS 1,2089,858.61 1,175,397.04 114,461.57
NOTES TO BALANCE SHEET:
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Name of Respondent This Reporl is: Date of Report | Year of Report
Gasco Distribution Systems. Inc. (1) _X_ An Original (Mo, Da, Yr)
(2) A Resubmission 12/31/2008 2009
BALANCE SHEET Col."C" Col. "D" Col. "E"
Balance First  Balance End Increase or
LIABILITIES & OTHER CREDITS Page # of Year of Year (Decrease)
PROPRIETARY CAPITAL
Common Capital Stock (201) F-9 - - -
Preferred Capital Stock (204) F-9 - - -
Other Paid-In Capital (207) - - -
Instaliments Recelved on Capital Stock (212) . - -
Discount on Capital Stock (213) - - -
Capltal Stock Expense (214) - - -
Retained Earnings (215-216) F-9 (2,389,325.58) (2,672,565.19) (283,239.61)
Reacquired Capital Stock (217) - - -
Noncorporate Proprietorship (218) - - -
Other (Please Specify) - - -
Other (Please Specify) = - =
Total Proprietary Capital (2,389,325.58) (2,672,565.19) (283,239.61)
LONG-TERM DEBT
Bonds (221) F-9 - - -
Advances from Associated Companies (223) F-9 - - -
Other Long-term Debt (224) F-9 372,607.18 366,086.74 (6,520.44)
Total Long-Term Debt 372,607.18 366,086.74 (6,520.44)
CURRENT & ACCRUED LIABILITIES
Notes Payable (231) F-10 236,936.03 231,288.86 (5,647.17)
Accounts Payable (232) 140,643.53 78,936.22 (61,707.31)
Notes Payable to Associated Companies (233) F-10 - - -
Accounts Payable to Associated Companies (234) F-10  2,666,050.58 2,855,250.29 189,199.71
Customer Deposits (235) 12,700.00 6,175.00 (6,525.00)
Taxes Accrued (236) F-10 128,698.84 134,042.99 5,344.15
interest Accrued (237) F-11 105.31 102.63 (2.68)
Other Current and Accrued Liabilities (238) - 54,636.78 54,636.78
Total Current & Accrued Liabilities 3,185,134.29  3,360,432.77 175,298.48
DEFERRED CREDITS
Unamortized Premium on Debt (251) F-8 - - -
Customer Advances for Construction (252) - - -
Other Deferred Credits (253) - - -
Accumulated Deferred Investment Tax Credits (255) F-11 = - -
Total Deferred Credits - - -
OPERATING RESERVES
Property Insurance Reserve (261) - - -
Injuries & Damages Reserve (262) - - -
Pensions & Benefits Reserve (263) - - -
Miscellaneous Operating Reserves (265) - - -
Total Operating Reserves - - -
CONTRIBUTIONS IN AID OF CONSTRUCTION
Contributions In Ald of Construction F-10 6,250.00 6,250.00 -
ACCUMULATED DEFERRED INCOME TAXES
Accumulated Deferred Income Taxes-Accelerated Amortization (281) - .
Accumulated Deferred income Taxes-Liberalized Depreciation (282) - - =
Accumulated Deferred Income Taxes-Other (283) 115,192.72 115,192.72 -
Total Accumulated Deferred Income Taxes 115,192.72 115,192.72 -
TOTAL LIABILITIES AND OTHER CREDITS 1,289,858.61 1,175.397.04 (114,461.57)
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Name of Respondent
Gasco Distribution Systems. Inc.

This Report is:
(1) _X_ An Onginal
(2) A Resubmission

Date of Report

12/31/2008

Year of Report

2009

Plant Accounts:
Utility Plant in Service (101)
Utility Plant Purchased or Sold (102)

Utility Plant Leased to Others (104}
Property Held for Future Use (105)
Construction Work in Progress (107)

Other Utility Plant Adjustments (109)
Total Utility Plant

Net Utility Plant

Balance first of Year

Credits During Year:

Salvage
Other Credits -To adjust books
Total Credits During Year

Debits During Year:
Book Cost of Plant Retired
Cost of Removal
Other Debits (Please Specify)
Other Debits (Please Specify)
Other Debits (Please Specify)
Total Debits During Year

Balance End of Year

classes of property.
Description

Item 1

Iltem 2

Item 3

ltem 4

ltem 5

Item 6

tem 7

Total Nonutility Property (121)

Less Accum. Depr. and Amort. (122)
Net Nonutility Plant

Report separately each item of property with 8 book cost of $5,

NET UTILITY PLANT

Uiility Plant in Process of Reclassification (103)

Utility Plant Acquisition Adjustments (108)

Accruals charged depreciation account
Accruals charged other accounts-Amortization
Accruals charged other accounts (Please Specify)

Accumulated Provision for Depreciation, Depletion, and Amortization of Utility Plant

ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION OF UTILITY PLANT

Report utility plant accounts and related accumulated provisions for depreciation and amortizalion after any allocation of common plant
accounts and related provisions for depreciation and amortizalion.

Column "B"
Amount

$ 1,845,923.80
% -

§
$ -
$
$
§

8 -

$ 1,845,923.80

$ (896,375.01)

5 005879

Amount

$ (831,180.81)

$ (65135.72)

$ (58.48)

$ -

$ -

s =

$ (65,194.20)

$ -

$ G

s =

$ =
s =&

s =

$ (896,375.01

NET NONUTILITY PROPERTY {Accounts 121 and 122)

Balance First

of Year

Additions
During Year

Deductions
Duting Year

000 or more included in Account 121, Other items may be grouped by

Balance end
of Year
$ -
s -
$ -
$ %
$ .
$ =
$ =N
$ -
$ >
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Name of Respondent This Report is: Date of Report | Year of Report
Gasco Distribution Sy (1) _X_ An Original
(2) A Resubmission 12/31/2009 2009

OTHER INVESTMENTS AND SPECIAL FUNDS
Report sl Investments carried in Account 124, Other Investments, and Account 125, Special Funds. Show totals by accounts.

Col. "C”
Face or Book Cost
Description of Security or Special Fund Par Value End of Year

Total $ -

NOTES AND ACCOUNTS RECEIVABLE
Report notes and accounts receivable included In Accounts 141, 142, 143, 145, and 146.

Col. "C"
Account Amount
Notes Receivable (141) $ -
Customer Accounts Receivable - Utility (142) $ 87,461.64
Customer Accounts Receivable - Merchandise & Jobbing (142) $ -
Other Accounts Recelvable (143) $ -
Notes Receivable from Associated Companies (145) $ -
Accounts Recelvable from Associated Companies (146) _§$117,191.43

Total =‘ 204,653.07
ACCUMULATED PROVISION FOR UNCOLLECTIBLE ACCOUNTS (Account 144)
Amount
Balance First of Year $ -
Additions:

Provision for Uncollectibles During Year $ -

Collection of Utility Accounts Previously Written Off $ -

Collection of Other Accounts Previously Written Off 3 -

Total Additions $ -
Deductions:

Utiiity Accounts Written Off During Year $ -

Other Accounts Written Off During Year 9 -

Total Deductions _$ -

Balance End of Year $ -

—_————
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Name of Respondent This Report is: Date of Report | Year of Report
Gasco Distribution Systems, Inc (1) _X_ An Original (Mo, Da, ¥r)
(2) A Resubmission| 12/31/2009 2008
MATERIALS AND SUPPLIES (Account 150) Column
"
Balance End
of Year
Fuel $ -
Gas Plant Materiais & Operating Supplies $§ 15491.13
Merchandise $ -
Other Materials & Supplies ] -
Total Materials and Supplies $ 15401.13
PREPAYMENTS (Account 166)
Balance End
of Year
Prepaid Insurance $ 5,077.08
Prepaid Rents $ 250.00
Other Prepayments-Office Machine Maintenance $ 376.97
Other Prepayments (Please Specify) $ -
Other Prepayments (Please Specify) B -
Total Prepayments 5 5,704.05
UNAMORTIZED DEBT DISCOUNT AND EXPENSE AND PREMIUM OF DEBT
Report net discount and expense or premium separately for each security issue.
Column “B" Column "C"
Amount written  Balance End
Debt Issue to Which Related off during year of Year
Unamortized Debt Discount and Expense (181):
Issue #1 $ - $ -
lssue #2 $ & $ -
Issue #3 $ - $ -
Issue #4 $ - $ -
Issue #5 $ - 5 -
Total Unamortized Debt Discount and Expense $ - $ -
Unamortized Premium on Debt (251):
Issue #1 $ - $ -
Issue #2 $ - $ -
Issue #3 $ - $ -
Issue #4 $ - $ -
Issue #5 5 - $ -
Total Unamortized Premium on Debt $ - $ -
MISCELLANEOUS DEFERRED DEBITS
Balance End
Name of Account and Description of item of Year
Extraordinary Property Losses (182) $ =
Other Deferred Debits (183) $ -
Other (Please Specify) $ -
Other (Please Specify) $ -
Total Miscellaneous Deferred Debits $ -
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Please detail entries in Account 439 below:

LONG-TERM DEBT (Accounts 221, 223, and 224)

Nominal Date
Description of Obligation of Issue
Plckett County, Tennessee 9/1/1997
Ford Motor Credit 3/1/2005

Total

Name of Respondent This Report is: Date of Report| Year of Report
Gasco Distribution Systems, Inc. (1) _X_ An Original (Mo, Da, Yr)
(2) A Resubmission 12/31/2002 2009

CAPITAL STOCK (Accounts 201 and 204) Column "B" Column *C"

Common Preferred

Stock Stock
Par or Stated Value per Share $ - 8 -
Total Par Value Provided In Articles of incorporation $ - $ -
Total Par Value Issued $ - § -
Dividends Declared per Share for Year $ - § -
RETAINED EARNINGS (Accounts 215 and 216)
Appropriated  Unappropriated
Account 215  Account 216

Balance First of Year $ - $(2,389,325.58)
Balance Transferred From Income (435) $ - $ (283,239.61)
Appropriations of Retained Eamings (436) $ - $ -
Dividends Declared - Preferred Stock (437) $ - $ -
Dividends Declared - Common Stock (438) $ - $ -
Adjustments to Retained Eamings (439) $ - $ -
Balance End of Year $ - $(2,672,565.19)

Date of
Maturity

9/7/12037 $
2/28/2010 $

PAARPAPDPDPAARPDSOD

Column D"
Interest
Rate

Report information for each separate issue of debt and total for each account. Show principal amount to which each interest rate applies.

Column "E*
Balance
End of Year

365,000.00
1,086.74

$
$
$
$
$ -
3
$
$
$
]

A

3 )
b 366,086.74
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Provide Details of any Credits to Contributions in Aid of Construction in the space below.

Name of Respondent This Report is: Date of Report| Year of Report
Gasco Distribution Systems. inc (1) _X_ An Original (Mo, Da, Yr)
(2) A Resubmission 12/31/2009 2009
NOTES AND ACCOUNTS PAYABLE (Accounts 231, 233, and 234)
Date Interest
Description of Issue Rate Amount
Column D"
Notes Payable (Account 231):
NOTE PAYABLE-Campbell Counly, Tennessee $ 231,288.86
NOTE PAYABLE- $ -
NOTE PAYABLE- $ -
NOTE PAYABLE- $ -
Issue #5 $ -
Total Notes Payable § 231,288.86
Notes Payable to Associated Companies (233):
Issue #1 0
Issue #2 0
Issue #3 0
lssue #4 0
Issue #5 0
Total Notes Payable to Associated Companies 0
Accounts Payable to Assoclated Companies (234):
AJP-The Tilan Energy Group, Inc. $ 262,775.75
A/P-GDS| Subsidiaries $2,592,474.54
$ -
Payable #4 $ -
Payable #5 $ = |
Total Accounts Payable to Associated Companies $2,855,250.20
TAXES ACCRUED (Account 236)
Balance Balance
First of Year Accruals Payments End of Year
Tennessee Franchise Tax $ 45,850.00 $ - 5 - $ 45,850.00
Tennessee Excise Tax $ - $ - % - 8§ -
Tennessee Ad Valorem Tax $ - $ - $ - $ -
Tennessee Gross Receipts Tax $ - $ - $ - § -
Tennessee Sales Tax $ 688506 $ 863427 $ 915500 §  6,364.33
Social Security Tax H] - $ - $ - § =
Federal Income Tax $ - $ $ - % -
Tennessee Income Tax B - $ - 3 - $ -
Accrued City Tax $ 28,880.05 $ 586488 § - $ 3474493
Property Taxes $ 47,083.73 § - 5 - $ 47,083.73
Total $128,606.84 $ 14.400.15 § 9,155.00 § 134,042.99
CONTRIBUTIONS IN AID OF CONSTRUCTION (Account 271)
Column "B"
Description Amount
Balance First of Year 3 6,250.00
Add Credits During Year $ -
Deduct Charges During Year $ -
Balance End of Year $  6,250.00 |

F-10

O N B WN =

[~ B B~ [ I T T~ TS NS (R LIS B4 ) [ S B ) o bbb b F O w W w W W W NN NMNMDODNRN R = = = A =3 = ek = b



Name of Respondent This Report is: Date of Report| Year of Report
Gasco Distribution Systems, Inc. (1) _X_An Original (Mo, Da, Yr)
(2) __ A Resubmission 12/31/2009 2009
INTEREST ACCRUED (Account 237) Col. "B" Col. "C" Col. D" Col. "E"
Balance First Interest Interest Balance End
Description of Obligation of Year Accrued Paid of Year

Customer Deposits $ 105.31 $ 10213 $ 10481 § 102.63
Obligation #2 3 - § - % - % -
Obligation #3 $ - 8 - 8 - § -
Obligation #4 $ - 8 - 3 - % -
Obligation #5 $ - $ - 8 - 8 -
Obligation #6 $ - $ - 8 - § -
Obligation #7 $ - $ - $ - $ =
Obligation #8 $ - 8 - 8 - % -
Obligation #9 $ - $ - % - § -
Obligation #10 $ - & - 8 - $ -

Total $ 10531 § 10213 § 104.81 $ 102.63
INCOME FROM MERCHANDISING, JOBBING AND CONTRACT WORK (Accounts 415-416)
Particulars Amount
Gross Sales $ -
Less Deductions:

Discounts and Allowances $ -

Merchandise Returns $ -

Other (Please Specify) $ .

Other (Please Specify) $ -

Total Deductions $ -

Net Sales $ -
Cost of Merchandise Sold $ -
Gross Profit from Sales $ -
Less Expenses (List by Major Classes)

Expense #1 $ -

Expense #2 $ -

Expense #3 $ -

Expense #4 $ -

Expense #5 $ =

Total Expenses $ »
Net Income (Loss) Before Taxes $ -
ACCUMULATED DEFERRED INVESTMENT TAX CREDITS (Account 255)
Balance Beg Charges Credits Balance End
Description of Year During Year During Year of Year

Utility $ - $ - $ - $ -
Non Utility $ - $ » § - 5 -

Total $ - $ - § - $ -

F-11
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Name of Respondent This Report |s: Date of Report| Year of Report
Gasco Distribution Systems, Inc. (1) _X_ An Orliginal (Mo, Da, Y1)
(2) A Resubmission 12/31/2009 2009

OTHER INCOME
Report revenues and expenses relating to accounts 413, 414, 417, 418, 419, 421, & 422 before taxes.

Description of Income or Expense Revenues Expenses Net Income

Income from Utility Plant Leased to Others (413)
Income from Nonutility Operations (417)
Nonoperating Rental Income (418)

Interest and Dividend Income (419)
Miscellaneous Nonoperating income (421)

Gains (Losses) from Disposition of Property (422)
Total Other Income

MISCELLANEOUS INCOME DEDUGCTIONS

Description of tem

Miscellaneous Amortization (425).

Other (Please Specify)
Other (Please Specify)
Total Miscellaneous Amortization

Miscellaneous income Deductions (426):

Regulation Penalties and Fines

Lobbying Expenses

Loss on sale of Investments

Officers Life Insurance

Penalties

Total Miscellaneous income Deductions

SALARIES AND WAGES
through allocations to the utility.

Name

Jerry L. Walker

Total

Gains (Losses) from Disposition of Utility Property (414)

Ml B A I 8

;s AI M A N

[
LR R R - - )

Report items included in accounts 425 and 426 and totals for each account.

Amortization of Utility Plant Acquisition Adjusiments
Amortization of Unauthorized Extraordinary Property Losses
Amortization of Capital Stock Discount or Expenses

Charitable, Social, and Community Welfare Donations
Utility Benificiary Life Insurance Premiums on Employees (Net)

Write-off's and Write-down's of investments in securities

Loss on reacquisition, resale or retirement of utility's debt securities
Preliminary Survey & Investigation expenses relating to abandoned projects

Title

Manager

PO YPH N

Amount

AP PANANRANNAAND

7,993.59

7,993.59

Repart 1otal compensation paid each employee eaming over $30.000 annually either directly or indirectly

Total

Wages Allocated Wages|

Locally

$

38,042.75

38,942.75

HHE A AP PAPARPD AN

'
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38,942.75

38,942.75
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Operating Income
COMMUNITIES SERVED

Cities, Towns & Villages

Jellico, Tennessee
Byrdstown, Tennessee
Fentress County, Tennessee
Location #4

Location #5

Location #6

Location #7

Location #8

Location #9

Location #10

Total Customers

Name of Respondent ' This Report Is: Date of Report| Year of Report
Gasco Distribution Systems, Inc. (1) _X_ An Original (Mo, Da, Yr)
(2) A Resubmission 12/31/09 2009
GAS OPERATING REVENUES AND EXPENSES Column Column Colurmn
IIBI‘l HCII ||D|I
MCF/DKT  Average No.
Sold of Customers Revenues

OPERATING REVENUES - SALES OF GAS
Residential Sales (480) 17,869.00 428.00 $§ 220,282.74
Commercial Sales (481.1) 16,401.00 12000 $ 205,127.57
Industrial Sales (481.2) 14,720.00 8.00 $ 169,290.15
Sales for Resale (483) - - $ =
Interdepartmental Sales (484) - - $ -

Total Sales of Gas 48,990.00 556.00 $ 594,700.46
OTHER GAS REVENUES
Forfeited Discounts (487) $ 10,404.83
Miscellaneous Service Revenues (488) $ 4,497.54
Revenues from Transportation of Gas of Others (489) $ -
Rent from Gas Property (493) $ -
Interdepartmental Rents (494) $ -
Other Gas Revenues (490, 491, 492, 495) $ E
Total Other Operating Revenues $  14,902.37
Total Operating Revenues $ 609,602.83
OPERATING EXPENSES
Total Operation and Maintenance Expenses $ 792,694.93
Depreciation Expenses (403) $ 65135.72
Amartization of Limited-term Utility Plant (404) $ -
Amortization of Other Utility Plant (405) $ 58.48
Amortization of Utility Plant Acquisition Adjustment (406) $ -
Amortization of Property Losses (407.1) $ -
Taxes Other Than Income (408.1) $ 14,13213
income Taxes (409.1) $ -
Provision for Deferred Income Taxes, Utility Operating income (410.1) $ -
Income Taxes Deferred in Prior Years - Credit, Utility Operating Income (411.1) $ -
Investment Tax Credits, Deferred to Future Periods (412.1) $ -
Investment Tax Credits, Restored to Operating Income (412.2) $ -
Tolal Operating Expenses $ B872,021.26

$ !262.418.43;

Customers
End of Year
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Name of Respondent
Gasco Distribution Systems, Inc.

This Report is:
(1) _X_ An Original
{2) A Resubmission

Date of Report
(Mo, Da, Yr)
12/31/2009

Year of Report

2009

OPERATION AND MAINTENANCE EXPENSES

MANUFACTURED GAS PRODUCTION
Operation Supervision and Labor (700)
Fuel (701)

Raw Matenials (702)

Operation Supplies and Expenses (703)
Residuals Produced - Credit (704)

Rents (705)

Maintenance of Production Plant (706)
Total Manufactured Gas Production

NATURAL GAS PRODUCTION GATHERING
Operation Supervision and Labor (710)
Compressor Station Fuel and Power (711)
Extracted Products Supplies and Expenses (712)
Other Supplies and Expenses (713)

Gas Well Royalties (714)

Rents (715)

Maintenance of Gas Wells (716)

Maintenance of Fleld Lines (717)

Maintenance of Products Extraction Plant (718)
Maintenance of Other Plant (719)

Total Natural Gas Production Gathering

EXPLORATION AND DEVELOPMENT
Delay Rentals (720)

Nonproductive Well Drilling (721)
Abandoned Leases (722)

Other Exploration (723)

Total Exploration and Development

OTHER SUPPLY EXPENSES

Natural Gas Purchases (730)

Purchased Gas Expenses (732)

Gas Used in Utility Operations - Credit (735)
Other Gas Supply Expenses (736)

Total Other Supply Expenses

STORAGE EXPENSES

Operation Supervision and Labor (740)

Gas Losses (741)

Operation Supplies and Expenses (742)

Storage Well Royalties (743)

Rents (744)

Maintenance of Reservoirs and Wells (745)
Maintenance of Other Underground Storage Plant (746)
Maintenance of Local Storage Plant (747)

Total Storage Expenses

TRANSMISSION EXPENSES

Operation Supervision and Labor (750)

Compressor Station Fuel and Power (751)

Operation Supplies and Expenses (752)

Transmission and Compression of Gas by Others (753)
Rents (754)

Maintenance of Mains (755)

Maintenance of Compressor Station Equipment (756)
Maintenance of Other Plant (757)

Total Transmission Expenses

Total operational expenses this page

Amount
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$ 432,542.52
$ .
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Name of Respondent This Report is: Date of Report| Year of Report

Total Operation and Maintenance Expenses

&

Gasco Distribution Systems, Inc. (1) _X_ An Original (Mo, Da, Yr}
(2) __ A Resubmission 12/31/2009 2008
OPERATION AND MAINTENANCE EXPENSES (Continued)
Amount

DISTRIBUTION EXPENSES
Supervision (760) $ 45,054.54
Mains and Service Labor (761) $ -
Mains and Services Supplies and Expenses (762) $ 7.327.19
Meter and House Regulator Expenses (763) % 1,708.28
Customer Installations Expenses (764) $ -
Miscellaneous Distribution Expenses (765) $ 2,605.81
Rents (766) $ -
Maintenance of Lines (767) $ 1313347
Maintenance of Meters and House Regulators (768) $ 9,040.34
Maintenance of Other Plant (769) $ 185.93

Total Distribution Expenses $ 79,055.56
CUSTOMER ACCOUNTS EXPENSES
Meter Reading Labor (801) $ 9,847.17
Accounting and Collecting Labor (902) $ 5211227
Supplies and Expenses (903) $ -
Uncoliectible Accounts (904) $ -

Total Customer Accounts Expenses $ 61,959.44
CUSTOMER SERVICE EXPENSES
Customer Service and Information Expenses (807) g 5,822.54

Total Customer Service Expenses b 5,822.54
SALES EXPENSES
Sales Expenses (910) =

Total Sales Expenses b -
ADMINISTRATIVE AND GENERAL EXPENSES
Administrative and General Salaries (920) $ 59,752.99
Office Supplies and Other Expenses (921) § 14,079.98
Administrative Expenses Transferred - Credit (922) $ -
Outside Services Employed (923) $ 07,664.28
Property Insurance (924) 5 8,576.99
Injuries and Damages (925) $ 3,183.28
Employee Pensions and Benefits (926) $ 5,745.18
Franchise Requirements (827) $ E
Regulatory Commission Expenses (928) $ 2,429.39
Duplicate Charges - Credit (929) $ B
Miscellaneous General Expenses (930) $ 2,734.95
Rents (931) $ 7.380.01
Transportation Expenses (933) $ 10,960.32
Maintenance of General Plant (935) $ 807.50

Total Administrative and General Expenses $ 213,314.87
Total from Schedule "G-2" $ 432,542.52

792,604.93
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Name of Respondent
Gasco Distribution Systems. inc.

(2)

This Report is:
(1) _X_ An Original

A Resubmission

Date of Report
(Mo, Da, Yr)
12/31/2009

Year of Report

2008

GAS UTILITY PLANT IN SERVICE (Account 101)

Account
(A)

INTANGIBLE PLANT

Organization (301)

Franchises and Consents (302)

Miscellaneous Intangible Plant (303)
Total Intangible Plant

MANUFACTURED GAS PRODUCTION PLANT
Land and Land Rights (304)
Structures and Improvements (305)
Boller plant equipment (306)
Other plant equipment (307)
Coke ovens (308)
Producer gas equipment (308)
Water gas generating equipment (310)
Liquefied Petroleum Gas Equipment (311)
Qil gas generating equipment (312)
Generating equipment & other processes (313)
Coal, coke & ash handling equipment (314)
Catalytic cracking equipment (315)
Other reforming equipment (316)
Purification equipment (317)
Residual refining equipment (318)
Gas mixing equipment (319)
Other equipment (320)
Total Manufactured Gas Production Plant

NATURAL GAS PRODUCTION PLANT
Producing fands (325.1)

Producing leaseholds (325.2)

Gas nights (325.3)

Rights of way (325.4)

Other land and land rights (325.5)

Gas well structures (326)

Field compressor station structures (327)

Other Structures (329)

Producing gas wells - Well construction (330)
Producing gas wells - Well equipment (331)

Field lines (332)

Field compressor station equipment (333)

Field measuring & regulating station equipment (334)
Drilling & cleaning equipment (335)

Purification equipment (336)

Other Equipment (337)

Unsuccessful exploration & development costs (338)
Land and land rights (340)

Structures & Improvements (341)

Extraction & refining equipment (342)

Pipe lines (343)

Extracted Products Storage Equipment (344)
Compressor equipment (345)

Gas measuring & regulating equipment (346)

Other equipment (347)

Total Natural Gas Production Plant

Total Production Plant

Balance First

of Year
(B)

$ 30,774.60
$ .
$ 9,527.48

$

Additions
During Year
C)

Retirements
During Year
(D)

Adjustments
Increase or
(Decrease)

(E)

Include in column (e) entries reciassifying property from one account to another. Corrections for entries of the immediately preceding year should be recorded in
col. (C) or col. {D) accordingly, as they are corrections of additions or retirements.

Balance
End of Year
(F)
$ 30,774.60

9,527 .48

$ 40,302.08

$
$
5
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Name of Respondent
Gasco Distribution Systems. Inc.

This Report is:
(1) _X_ An Original
{2) __ A Resubmission

Date of Report
(Mo, Da, Yr)
12/31/09

Year of Report

2009

Account
(a)

STORAGE PLANT
Land and Land Rights (350)
Structures & Improvements (351)

Lines (353)
Compressor Statlon Equipment (354)
Measuring & Regulating Equipment (355)
Purification Equipment (356)
Other Equipment (357)
Land and Land Rights (360)
Structures and Improvements (361)
Gas Holders (362)
Other Equipment (363)
Total Storage Plant

TRANSMISSION PLANT
Land and Land Rights (365.1)
Rights-of-Way (365.2)
Struclures and improvements (366)
Mains (367)
Compressor Station Equipment (368)
Measuring and Reg. Station Equipment (369)
Communication Equipment (370)
Other Equipment (371)
Totat Transmission Plant

DISTRIBUTION PLANT
Land and Land Rights (374)
Structures and Improvements (375)
Mains (376)
Comprassor Station Equipment (377)
Meas. and Reg. Sta. Equip.-General (378)
Meas. and Reg. Sta. Equlp.-Clty Gate (379)
Services (380)
Meters (381)
Meter Installations (382)
House Regulators (383)
Industrial Meas. and Reg. Sta. Equip. (385)
Other Prop. on Customers’ Premises (386)
Other Equipment (387)

Total Distribution Plant

GENERAL PLANT

Land and Land Rights (389)
Structures and improvements (390)
Office Furniture and Equipment (391)
Transportation Equipment (392)
Stores Equipment (393)

Tools, Shop and Garage Equipment (394)
Laboralory Equipment (395)

Power Operated Equipment (396)
Communication equipment (397)
Miscellaneous Equipment (398)
Other Tangible Property (399)

Total General Plant

Total from Schedule *G-4"

Total Gas Utility Plant

Waells, Storage, Reservolrs & Nonrecoverables (352)

GAS UTILITY PLANT IN SERVICE (Account 101) (Continued)

Include in column (e) entries reclassifying property from one account to another. Comections for entries of the immediately preceding year should be recorded in
tol. (C) or col. (D) accordingly, as Lhey are comections of addilions or retirements.

Balance First Additions Retirements  Adjustments

of Year During Year  During Year (Decrease) End of Year

(b) (c) (d) (e) ®

$ - % - $ - § - $
$ = $ - $ - $ - $ -
5 - $ = $ - § $ -
$ = $ - $ - $ - $ -
§ = $ # $ - $ - $ -
$ - $ - $ - $ - $ -
5 - $ - $ - $ - $ -
$ $ = $ A $ E: $ -
$ - $ - $ " $ - $ =
$ i $ - $ - $ - $ -
$ - $ o $ - $ - $ -
§ - $ = $ = $ 0 % -
k] - $ = b = $ - $ -
$ - $ = $ = $ = $ -
$ - $ - $ - $ - $ -
$ - $ - $ - $ # $ -
$ - $ - $ g $ = $ =
$ = $ - $ = $ = $ -
$ 27265 $ - $ ] $ - $ 272.65
$ = $ = $ $ - $ -
$ - % - $ $ - 5 -
$ 27265 % - $ $ - % 272.65
$ 9086904 $ . $ - $ - $ 90,869.04
$ - $ - $ - $ - $ -
$ 1,236,621.41 $ - $ - $1,236,621.41
$ - $ g $ - $ 3 5 -
$ 7015021 §$ = $ - $ - $ 70,150.21
$ - $ L $ - $ - $ -
$ 176,428.21 § - $ 191237 § = $ 174,515.84
$ 7163454 § 32059 § - $ - $ 71,956.13
$ 21,073.31 § 921 § - $ - $ 21,08252
$ 2325178 § 306.62 § - $ - $ 23557.40
$ 31,21376 % . $ B $ - $ 31,213.76
$ - 5 - $ = $ - $ -
5 = b - $ - $ = $ -
$ 1.721.242.26 % 63542 5§ 191237 § = $ 1,719.965.31
$ = $ - $ = $ - $ =
$ - % - $ - $ - $ -
5 2,406.02 % - $ = $ - $ 2,406.02
5 5847773 § $ b $ - $ 58477.73
$ - § - $ = $ $ -
5 11,180.07 % $ - $ $ 11,189.07
% - $ - $ # $ $ -
% 12,500.00 $ $ = $ - $ 12,500.00
5 - $ $ - $ = $ -
5 - $ $ - $ = $ -
% B810.94 § - $ - $ - $ 810.94
$ B538376 & - 3 - 5 - $ 8538376
$ 40,302.08 $ - $ - $ E $ 40,302.08
$ 1.847,20075 & 63542 § 191237 § - $ 1,845,923.80
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Name of Respondent
Gasco Distributon Systems, Inc.

This Report

is:

(1) _X_ An Original
(2) A Resubmission

REVENUES FROM SALES OF GAS

revenuo t, 480-484 Included. Reporl

Rate Schedule
(a)

Residential

Commercial-Firm

Commercial-interruplible

Commerclal-Transportation-Firm

Commerclal-Transporiation-interruptible
Commercial-Total

Industrial-Firm

industrial-Interruptible

Industrial-Transportation-Firm

Industrial-Transporiation-interruptible
Industrial-Total

Other-Firm

Other-Interruptible

Other-Transportation-Firm

Other-Transportation-interruptible
Other-Total

Total Firm Sales

Total Interruptible Sales

Total Firm Transportation

Total interruptible Transportation
Total Throughput

Date of Report
(Mo, Da, Yr)
12/31/2000

Year of Report

2008

Report separately data requested for each rate schedule, classtfied between space heating and non-space heating customers and show totais for each
number of customers on basis af number of meters. Where meters are added for billing purposes,
couint one customer for each group of meiers so added. Compule averages on basis of 12 figures at the end of each month. For Industrial interrupiible
sales, report data by priority of internuption if not provided by separate rate schedules.

Tennessee QOut-of-State
Revenues MCF/DKT  Customers Revenues MCF/DKT  Customers
(b) (c) (d) (e) U] (9)

$ 220,282.74 17,869.00 428.00 $ - - -]
$ - - $ - = -
$ 205,127.57 16,401.00 12000 § - - -
$ - - - 5 - g -
5 - - - $_ - - -
§ 205,127.57 168,401.00 120,00 § - - -
$ - - - $ - - -
$ 169,290.15 14,720.00 800 § - - -
$ - - = $ - -

-] - - - $ - - -
$ 160,200.15 14,720.00 800 $ - - -
$ - - = = = -
$ = - . b 2 &
s T - - - -

(3 o & - - - =
3 - - - 5 - - -
$ = - - $ - -

$ 504,700.46 48,990.00 55600 $ - - #F
$ - - - $ - = -
$ - - - 5 - -
5 594,700.46 48,990.00 55600 § - -

Please describe any unusual or special contract sales below.
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Name of Respondent
Gasco Distribution Systems, Inc.

This Report is:
(1) _X_ An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
12/31/2009

Year of Report

2.00¢

SUMMARY OF GAS ACCOUNT

Under the word "System”, use MCF or DKT to report quantities of gas.

Gas Produced (Gross):
Liquefied Petroleum Gas
Other Gas (Specify kind):
Other Gas (Specify kind):
Other Gas (Specify kind):
Other Gas (Specify kind):

Total Gas Produced

Gas Withdrawn from Storage

Gas Purchased (Specify kind).

Gas Purchased (Specify kind):

Gas Purchased (Specify kind):

Less: Gas Delivered to Storage
Net Gas Purchased

Total Gas Delivered to Mains

Gas Sold (Including Interdepartmental Sales)
Gas Used by Utility:
Production
Transmission
Other
Total Gas Used by Utility
Total Gas Sold and Used

SYSTEM LOAD STATISTICS

Maximum Send-Outin Any One Day
Date of Such Maximum
Maximum Daily Capacity:
Total Manufactured-Gas Production Capacity
Liquefied Natural Gas Storage Capacity
Maximum Daily Purchase Capacity
Total Maximum Daily Capacity

Monthly Send-Out:
January
February
March
April
May
June
July
August
September
October
November
December

Total Send-Out

Total

MCF/DKT

47,425

47,425

47,425

48,990

Total

MCF/DKT

9,013
9,085
6,430
4,208
1,837
1,636
1,126
1,240
1,457
2,279
3,878
6,801

48,990
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Name of Respondent This Report is: Date of Report | Year of Report
Gasco Distribution Systems, Inc. (1) _X_ An Original (Mo, Da, Yr)
{2) A Resubmission | 12/31/200¢ 2009

Classification

Cast Iron:
Please Specify Slze In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size in Inches
Piease Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Total Cast lron

Steel or Wrought iron:

Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches

Total Steel or Wrought lron

Plastic:

Please Specify Size in Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Please Specify Size In Inches
Total Plastic

Grand Total

GAS MAINS CLASSIFIED BY TYPES AND SIZES

No. of Feet No. of Feet
Beg. of Year End of Year

G-8
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Name of Respondent This Report Is: Date of Report| Year of Repor
Gasco Distribulion Systems, Inc. (1) _X_An Original (Mo, Da, Yr)
{2) A Resubmission 12/31/2008 2008
GAS SERVICES

Number of services should include only those owned by utility.
Number Added During Year Number Retired During Year Total Services End of Year

On Customers' On Customers' On Customers'
Size Total Premises Main to Curb Premises Total Premises

Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size {Inches)
Size (Inches)
Size (Inches)
Size (Inches)
Size {Inches)
Size {Inches)
Size (Inches)

Have inactive services been retired in accordance with requirements of paragraph C of Account 380
of Uniform System of Accounts? YES OF NO
Have inactive services been disconnected from the gas supply? YES OR NO

GAS METERS
Number of meters should include only those carried in Utility Plant Account 381.

Number
End of Year

Diaphragmed Meters (Capacity at 1/2-inch water column pressure drop):
2,400 cu. fl. per Hour or Less

Over 2,400 cu. ft. per Hour

Rotary Meters

Orifice Meters

In Stock

Locked Meters on Customers’ Premises
Regular Meters in Customers' Use
Prepayment Meters in Customers’ Use
Meters in Company Use, Included in Acct. 381

Number of Diaphragmed Meters at End of Year Which Compensate for Temperature Enter #
Number of House Regulators Inslalled at End of Year Enter #

Total 0 0 0 0 0 0

Total End of Year 0

Total End of Year (As above) 0
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Name of Respondant This Report is: Date of Report Year of Regort
Gasco Distribution Syslemg(1) _X_ An Qriginal {Mo, Da, Yr)
(2) A Resubmission 1213112008 2009
SYSTEM MAP
Attach 1o this sheet & map or maps of the temitory served, showing location and pany designation of points of purchase, production plants,
larga p jons and trar lines. Show also the names of larger communities served and the boundaries of the utllity's
| operaling divislons.
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Name of Respondent | This Report is: Date of Report Year of
Gasco Distribution Sy{(1) _X_ An Original (Mo, Da, Yr) Report
(2) A Resubmission 12/31/2009 2002
SUPPLEMENTAL FINANCIAL DATA TO THE ANNUAL REPORT
Rate Base
Additions:
Plant in Service $ 1,845,924
Construction Work in Progress % -
Property Held For Future Use $ -
Materials & Supplies $ 15,491
Working Capital Allowance $ -
Other Additions (Please Specify) $ -
Other Additions (Please Specify) $ -
Total Additions to Rate Base $ 1,861,415
Deductions:
Accumulated Depreciation $ 896,375
Accumuiated Deferred income Taxes $ 115193
Pre 1971 Unamortized Investment Tax Credit $ -
Customer Deposits 3 6,175
Contributions in Aid of Construction $ 6,250
Other Deductions (Please Specify) $ B
Other Deductions (Please Specify) $ -
Total Deductions to Rate Base $ 1,023,993
Rate Base $ 837,422
Adjusted Net Operating income
Operating Revenues:
Residential $ 220,283
Commercial $ 205128
Industrial $ 169,290
Public Authorities 3 -
Multiple Family 5 -
Fire Protection 3 =
All Other $ 14,902
Total Operating Revenues $ 609,603
Operating Expenses:
Operation $ 872,021
Depreciation $ 65,136
Amortization $ 58
Taxes Other Than Income Taxes $ 14,132
Income Taxes $ -
Total Operating Expense $ 951,348
Net Operating Income $ (341,745)
Adjustment to NO! (Please Specify) $ u
Adjustment to NOI {Please Specify) $ -
Adjusted Net Operating Income $ (341,745)
Rate of Return (Line 25 / Line 49) -0.408091355

All amounts should be calculated in a manner consistent with the last Rate Order issuad by the Commission for
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ATTACHMENT
RCS SUPPLEMENTAL DIRECT-2

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal



B&W Pipeline, LLC

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal

Year

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982

Section:
Year Installed:

mmmmwmwwmmmmmmmmmmmwwmmmmmmmmvn—mm

1
1982

523,033
507,342
492,122
477,358
463,037
449,146
435,672
422,602
409,924
397,626
385,697
374,126
362,902
352,015
341,455
331,211
321,275
311,637
302,288
293,219
284,422
275,890
267,613
259,585
251,797
244,243
236,916
229,808
222,914
216,227
209,740
203,448

mmmmvrwmmmmmmmmmmmmmmwmmmmmmmwwmm

2
1982

1,851,725
1,796,173
1,742,288
1,690,019
1,639,319
1,590,139
1,542,435
1,496,162
1,451,277
1,407,739
1,365,507
1,324,541
1,284,805
1,246,261
1,208,873
1,172,607
1,137,429
1,103,306
1,070,207
1,038,101
1,006,958
976,749
947,446
919,023
891,452
864,709
838,767
813,604
789,196
765,520
742,555
720,278

Acqusition cost in 2010
Difference amount below (above) discounted replacement cost value

mmmwmmmmmmmwwmmwmmwmmmmmmmmmwmmw

4
1988

1,962,653
1,903,773
1,846,660
1,791,260
1,737,523
1,685,397
1,634,835
1,585,790
1,538,216
1,492,070
1,447,308
1,403,888
1,361,772
1,320,919
1,281,291
1,242,852
1,205,567
1,169,400
1,134,318
1,100,288
1,067,280
1,035,261
1,004,203

974,077

944,855

916,509

916,509

916,509

916,509

916,509

916,509

916,509

Source: B&W rebuttal witness Novak Attachments WHN Rebuttal-2

mmmmmwwmmmmmmmmmmmmmmmmmmmmmmmmm

5
1988

1,170,132
1,135,028
1,100,977
1,067,948
1,035,909
1,004,832
974,687
945,447
917,083
889,571
862,884
836,997
811,887
787,531
763,905
740,987
718,758
697,195
676,279
655,991
636,311
617,222
598,705
580,744
563,322
546,422
546,422
546,422
546,422
546,422
546,422
546,422

mmmmmmmmmwwmmmwwmwmmmmmmmmmmmmmm

Attachment RCS Supplemental Direct-2

6
1987

413,857
401,441
389,398
377,716
366,385
355,393
344,731
334,389
324,358
314,627
305,188
296,032
287,152
278,537
270,181
262,075
254,213
246,587
239,189
232,014
225,053
218,302
211,752
205,400
199,238
193,261
187,463
187,463
187,463
187,463
187,463
187,463

Discount Rate:

7
1987

637,908
618,771
600,208
582,201
564,735
547,793
531,360
515,419
499,956
484,957
470,409
456,296
442,608
429,329
416,449
403,956
391,837
380,082
368,680
357,619
346,891
336,484
326,390
316,598
307,100
297,887
288,950
288,950
288,950
288,950
288,950
288,950

mmwwmmmmmmmmmmmmmmmmmmmmmmmwmwww

m'(/3'(hvi-'(h'(h-‘(h-%MMWMMMM%MMM%MM%WMM%M%MWW

W

Pagelofl

3.00%

Total

6,559,308
6,362,529
6,171,653
5,986,503
5,806,908
5,632,701
5,463,720
5,299,808
5,140,814
4,986,590
4,836,992
4,691,882
4,551,126
4,414,592
4,282,154
4,153,690
4,029,079
3,908,207
3,790,960
3,677,232
3,566,915
3,459,907
3,356,110
3,255,427
3,157,764
3,063,031
3,015,028
2,982,757
2,951,455
2,921,092
2,891,639
2,863,070

2,633,085
229,985



ATTACHMENT
RCS SUPPLEMENTAL DIRECT-3

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal and Adjust
Discount Rate to CAPD Recommended Cost of Capital



B&W Pipeline, LLC

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal

Adjust Discount Rate to CAPD Recommended Cost of Capital

Year

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982

Section:
Year Installed:

mwwmmmmmmmmmmmmwmmmmwmmmmmwwmmwv»

il
1982

523,033
478,575
437,896
400,675
366,618
335,455
306,942
280,852
256,979
235,136
215,149
196,862
180,128
164,817
150,808
137,989
126,260
115,528
105,708
96,723
88,502
80,979
74,096
67,798
62,035
56,762
51,937
47,522
43,483
39,787
36,405
33,311

'U)V)'(h’(h(h%mmMMMMV}WM%V}WV}MWWMV}MWWMWMMM

2
1982

1,851,725
1,694,328
1,550,310
1,418,534
1,297,959
1,187,632
1,086,683
994,315
909,799
832,466
761,706
696,961
637,719
583,513
533,915
488,532
447,007
409,011
374,245
342,434
313,327
286,695
262,326
240,028
219,625
200,957
183,876
168,246
153,946
140,860
128,887
117,932

Acqusition cost in 2010
Difference amount below (above) discounted replacement cost value

mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm

4
1988

1,962,653
1,795,827
1,643,182
1,503,512
1,375,713
1,258,778
1,151,781
1,053,880
964,300
882,335
807,336
738,713
675,922
618,469
565,899
517,797
473,785
433,513
396,664
362,948
332,097
303,869
278,040
254,407
232,782
212,996
212,996
212,996
212,996
212,996
212,996
212,996

Source: B&W rebuttal witness Novak Attachments WHN Rebuttal-2

Discount rate is based on CAPD's recommended cost of capital

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

5
1988

1,170,132
1,070,671
979,664
896,392
820,199
750,482
686,691
628,322
574,915
526,047
481,333
440,420
402,984
368,731
337,388
308,710
282,470
258,460
236,491
216,389
197,996
181,166
165,767
151,677
138,785
126,988
126,988
126,988
126,988
126,988
126,988
126,988

V‘*V)-'U}VS'U'b(h'(h{h-MMW%MWWMMMMWMMMMMMMMMMMM

Attachment RCS Supplemental Direct-3

6
1987

413,857
378,679
346,491
317,040
290,091
265,434
242,872
222,228
203,338
186,054
170,240
155,769
142,529
130,414
119,329
109,186
99,905
91,413
83,643
76,533
70,028
64,076
58,629
53,646
49,086
44,914
41,096
41,096
41,096
41,096
41,096
41,096

Discount Rate:

7
1987

637,908
583,686
534,073
488,676
447,139
409,132
374,356
342,536
313,420
286,779
262,403
240,099

201,017
183,930
168,296
153,991
140,902
128,925
117,967
107,939
98,765
90,370
82,688
75,660
69,229
63,344
63,344
63,344
63,344
63,344
63,344

v»mmmmmmmwmmmwmmmmmmmmwmmmmmmmmmm

219,690

mmmmmmmv»m*.n-mwmmmmwm%mmmmmmwmwmwmm

Page 1of1

8.50%

Total

6,559,308
6,001,767
5,491,617
5,024,829
4,597,719
4,206,913
3,849,325
3,522,132
3,222,751
2,948,817
2,698,168
2,468,824
2,258,974
2,066,961
1,891,269
1,730,511
1,583,418
1,448,827
1,325,677
1,212,994
1,109,890
1,015,549
929,228
850,243
771,973
711,845
680,237
660,193
641,852
625,071
609,716
595,666

2,633,085
(2,037,419)



ATTACHMENT
RCS SUPPLEMENTAL DIRECT-4

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal and Adjust
Discount Rate to B&W’s Requested Cost of Capital



B&W Pipeline, LLC

Reproduce Net Present Value Calculations in B&W Pipeline Rebuttal

Adjust Discount Rate to B&W's Requested Cost of Capital

Year

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982

Section:
Year Installed:

mmv>wmmthmmwmmmmmmmmmmmmmmmmmmmmmm

1
1982

523,033
470,102
422,528
379,768
341,335
306,792
275,745
247,840
222,758
200,215
179,953
161,742
145,374
130,662
117,439
105,554
94,872
85,271
76,642
68,885
61,914
55,648
50,017
44,955
40,406
36,317
32,641
29,338
26,369
23,701
21,302
19,146

mv»v>mv»mmmmmmmmmmwmmmmmmwmmmmmmwmm

2
1982

1,851,725
1,664,330
1,495,900
1,344,515
1,208,450
1,086,155
976,236
877,441
788,644
708,833
637,099
572,625
514,675
462,590
415,776
373,699
335,881
301,890
271,339
243,879
219,199
197,016
177,078
159,157
143,051
128,574
115,562
103,867
93,356
83,908
75,417
67,785

Acqusition cost in 2010
Difference amount below (above) discounted replacement cost value

mm-mmmmmwmwmmwmmmmmmmwmmmvrwmmmmmm

4
1988

1,962,653
1,764,033
1,585,512
1,425,059
1,280,843
1,151,221
1,034,718
930,004
835,888
751,296
675,265
606,928
545,507
490,302
440,683
396,086
356,002
319,975
287,593
258,489
232,330
208,818
187,686
168,692
151,620
136,276
136,276
136,276
136,276
136,276
136,276
136,276

Source: B&W rebuttal witness Novak Attachments WHN Rebuttal-2

Discount rate is based on B&W's requested cost of capital

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

5
1988

1,170,132
1,051,715
945,281
849,619
763,637
686,357
616,898
554,468
498,356
447,922
402,592
361,850
325,231
292,317
262,735
236,146
212,248
190,769
171,463
154,111
138,515
124,497
111,898
100,574
90,396
81,248
81,248
81,248
81,248
81,248
81,248
81,248

mmmmmmwmmmwwmmmwmmmwmmmmmmmwmmmm

Attachment RCS Supplemental Direct-4

6
1987

413,857
371,975
334,331
300,497
270,086
242,754
218,187
196,106
176,260
158,423
142,390
127,981
115,029
103,388
92,925
83,521
75,069
67,472
60,644
54,507
48,990
44,033
39,577
35,571
31,972
28,736
25,828
25,828
25,828
25,828
25,828
25,828

Discount Rate:

mmmmmmwmmwmmmmmmmwmmmmmmmmwmmmwm

7
1987

637,908
573,352
515,329
463,177
416,304
374,174
336,307
302,273
271,683
244,189
219,477
197,266
177,302
159,359
143,232
128,737
115,709
103,999
93,475
84,015
75,513
67,871
61,002
54,829
49,280
44,293
39,811
39,811
39,811
39,811
39,811
39,811

mmmmmmmwwmmmmmmmmmmmmmmmmmmmmmmm

Page 1of 1

10.12%

Total

6,559,308
5,895,506
5,298,881
4,762,634
4,280,656
3,847,453
3,458,091
3,108,132
2,793,589
2,510,878
2,256,777
2,028,391
1,823,118
1,638,618
1,472,790
1,323,744
1,189,781
1,068,375
961,154
863,886
776,460
697,883
627,257
563,778
506,724
455,444
431,366
416,368
402,888
390,771
379,881
370,093

2,633,085
(2,262,992)



ATTACHMENT
RCS SUPPLEMENTAL DIRECT-5

Reproduce Present Value Calculations in B&W Pipeline Rebuttal with
Adjustments to Remove Over-Statement by Applying Over-Statement Factor;
Remove Section Constructed in 2013 After Acquisition in 2010; Adjust Useful

Life Assumption to Conform with B&W’s Depreciation Rate; and Adjust Discount
Rate to CAPD Recommended Cost of Capital .



B&W Pipeline, LLC
Reproduce Present Value Calculations in B&W Pipeline Rebuttal

Adjustments:

Remove Over-Statement By Applying Over-Statement Factor

Remove Section Constructed in 2013 After Acquistion in 2010
Adjust Useful Life Assumption to Conform With B&W's Depreciation Rate
Adjust Discount Rate to CAPD Recommended Cost of Capital

Year

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982

Source: B&W rebuttal witness Novak Attachments WHN Rebuttal-2
Discount rate is based on CAPD's recommended cost of capital
Adjusted amounts are from page 2, section IIl.

Section:
Year Installed:

Adjusted (see page 2):

$
$
$
$
$
$
$
5
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

!
1982

242,293
221,698
202,854
185,611
169,834
155,398
142,190
130,103
119,045
108,926
99,667
91,195
83,444
76,351
69,861
63,923
58,490
53,518
48,969
44,807
40,998
37,513
34,325
31,407
28,737
26,295
24,060
22,015
20,143
18,431
16,865
15,431

$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

2
1982

1,324,331
1,211,763
1,108,763
1,014,518
928,284
849,380
777,183
711,122
650,677
595,369
544,763
498,458
456,089
417,322
381,849
349,392
319,694
292,520
267,656
244,905
224,088
205,040
187,612
171,665
157,073
143,722
131,506
120,328
110,100
100,741
92,178
84,343

Acqusition cost in 2010
Difference amount below (above) discounted replacement cost value

mmwmmmmmmmmmmmwwmmmmwmmwmmmmmwmm

4
1988

891,961
816,145
746,772
683,207
625,216
572,073
523,447
478,954
438,243
400,992
366,908
335,721
307,184
281,074
257,182
235,322
215,320
197,017
180,271
164,948
150,927
138,099
126,360
115,620
105,792

96,800

96,800

96,800

96,800

96,800

96,800

96,800

MWM%MW%WWM%MMMMMMW%M%%%W“MU\%V\'WV\'W

5
1988

709,404
649,104
593,930
543,446
497,253
454,987
416,313
380,926
348,548
318,921
291,813
267,009
244,313
223,546
204,545
187,159
171,250
156,694
143,375
131,188
120,037
109,834
100,498

91,956

84,139

76,988

76,988

76,988

76,988

76,988

76,988

76,988

V)-(h‘U)-MmmwmmMV}WMMMMMM%MW%%%WMMM%M%%

Attachment RCS Supplemental Direct-5

6
1987

256,428
234,631
214,688
196,439
179,742
164,464
150,484
137,693
125,989
115,280
105,481
96,515
88,312
80,805
73,937
67,652
61,902
56,640
51,826
47,420
43,390
39,702
36,327
33,239
30,414
27,829
25,463
25,463
25,463
25,463
25,463
25,463

Discount Rate:

7
1987

290,388
265,705
243,120
222,455
203,546
186,245
170,414
155,929
142,675
130,548
119,451
109,298
100,007
91,507
83,729
76,612
70,100
64,141
58,689
53,701
49,136
44,960
41,138
37,641
34,442
31,514
28,836
28,836
28,836
28,836
28,836
28,836

wmmmmmwwwmwmmwmmwmmmmmwwmwmmwmmw

mmwwmmmwmmmmwmmmwwmwmmmwwmwwmmmw

wnr

Page 10f 2

8.50%

Total

3,714,805
3,399,047
3,110,128
2,845,767
2,603,877
2,382,547
2,180,031
1,994,728
1,825,176
1,670,036
1,528,083
1,398,196
1,279,349
1,170,605
1,071,103
980,059
896,754
820,530
750,785
686,968
628,576
575,147
526,260
481,528
440,598
403,147
383,651
370,428
358,329
347,259
337,129
327,860

2,633,085
(2,305,225)



B&W Pipeline, LLC

Attachment RCS Supplemental Direct-5

Reproduce B&W Report Estimated Cash Value Amounts Page 2 of 2
Adjust to Remove Over-Stated Costs based on Applying Over-Statement Factor
Adjust Useful Life Assumption to Conform with B&W's Useful Life in B&W's Depreciation Rate
1. Reproduce B&W's Reconstruction Cost New Report Results
Report
Depreciation Report Report Estimated Cash
Assumption Estimated Assumed Value Before
Pipeline Useful Life in | Replacement | Depreciation | Present Value
Section installed Age Years Cost Percent Analysis
1 1982 31 75 S 891,533 41.3% $ 523,033
2 1982 31 50 $ 4,872,960 62.0% S 1,851,725
3 2013 0 S 413,280 0.0% $ 413,280
4 1988 25 75 $ 2,942,508 33.3% S 1,961,672
5 1988 25 50 $ 2,340,265 50.0% S 1,170,133
6 1987 26 50 S 862,202 52.0% S 413,857
7 1987 26 75 S 976,390 34.7% S 637,908
Totals $ 13,299,138 S 6,971,607
Source: B&W rebuttal witness Novak Attachments WHN Rebuttal-1 and Rebuttal-2
T UUTNCAdjustments: 0 =
Remove Over-Statement Factor
Remove Section Constructed in 2013 After Acquistion
Adjust Useful Life Assumption to 50 Years
Adjusted
Estimated
Depreciation Report Over- Cash Value
Estimated Estimated Statement Before
Pipeline Age in | Total Useful Percent Replacement Adjustment | Present Value
Section installed 2013 Life in Years | Depreciated Cost Factor Analysis
58.38%
1 1982 31 50 62.0% S 891,533 | $ 520,482 | 5 197,783
2 1982 31 50 62.0% $ 4,872,960 | $ 2,844,859 | § 1,081,047
3 2013 0 50
4 1988 25 50 50.0% $ 2,942,508 |% 1,717.851 |5 858,926
5 1988 25 50 50.0% 5 2,340,265 |5 1,366,259 | 5 683,129
6 1987 26 50 52.0% 5 862,202 | $ 503,358 | 5 241,612
7 1987 26 50 52.0% S 976,390 | & 570,022 | $ 273,610
Totals $ 12,885,858 | & 7,522,830 | $ 3,336,107
JIl. Adjustments:
Remove Over-Statement By Applying Over-Statement Factor
Remove Section Constructed in 2013 After Acquistion in 2010
Adjust Useful Life Assumption to Conform With B&W's Depreciation Rate
Adjusted
Estimated Estimated
Total Useful Report Over- Cash Value in
Life in Years Percent Estimated Statement 2013 Before
Pipeline Agein | (Agein 2010 Depreciated in| Replacement | Adjustment | Present Value
Section installed 2010 |Plus 30Years)| Agein2013 2013 Cost in 2013 Factor Analysis
58.38%
1 1982 28 58 31 53.4% S 891,533 | $ 520,482 | S 242,293
2 1982 28 58 31 53.4% $ 4,872,960 | $ 2,844,859 | § 1,324,331
3 2013
4 1988 22 52 25 48.1% S 2942508 | $ 1,717,851 |5 891,961
5 1988 22 52 25 48.1% $ 2,340,265 | $ 1,366,259 | S 709,404
6 1987 23 53 26 49.1% S 862,202 | $ 503,358 | S 256,428
7 1987 23 53 26 49.1% S 976,390 | $ 570,022 [ $ 290,388
Totals $ 12,885,858 | $ 7,522,830 | § 3,714,805
Notes
Depreciation Rate 3.33%
Useful Life in years 30.0




ATTACHMENT
RCS SUPPLEMENTAL DIRECT-6

Gasco Distribution Systems, Inc. 2010 Tennessee Ad Valorem Assessment
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ATTACHMENT
RCS SUPPLEMENTAL DIRECT-7

Navitas TN NG, LLC State of Tennessee 2011 Ad Valorem Tax Report



(Page 1 of 26)

/

STATE OF TENNESSEE

2011
AD VALOREM TAX REPORT

COMPANY NAME Navitas TN NG, LLC

STREET 18218 E.McDurmott, I CITY Irvine STATE CA ZIPCODE 92614
(PRINCIPLE OFFICE INFORMATION)

streer 605 Sunset Trail CITY Jellico sTaTE TN 2P cope 37762
(PRINCIPLE OFFICE INFORMATION IN TENNESSEE)

PHONE NUMBER ﬁ'p\) A5 - 292 raxnumBeR ﬁ*ﬂ) 2. - Sind

COMPANY WEBSITE www.navitasutility.com
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OFFICE OF STATE ASSESSED PROPERTIES
DESK AUDIT CONVERSATION FORM -

ﬁ | \lﬁﬁw«;@\\% | oare: 4~ 1/

A
Agency/ or .
6:/.5 cCo Qm.lmmn Sllsf?r'- s ,f/V (= §4OOO { $
_ Company Name: Company Code:
Person Talked To: Telephone Number:
P

Matter Discussed:

DG » S /Mf A»S’4#/ CJ”W‘M/ over Ja

%_V;QS f/f/l_é-. )

ActionsTalerM% Nbee B A/;\/I'Tas 7/l/ A/él LLC

l&l'& _E. mg'Dl»rmoﬁ‘. T
Tiodee 5 _Cﬁ\ %‘L{'

Internal Office Recommendations: (CHECK ALL THAT APPLY)

Delete: ___ Add: __ Transfer: ___ File: __ Name/Address Change:-x

Return Incomplete AVR: ___ Change Appréisal Card: ___ Send to Audit: ___

Sianed: # JLM‘-—‘
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

December30, 2010

JOINT PETITION OF NAVITAS TN NG, LLC AND )
GASCO DISTRIBUTION SYSTEMS, INC, FOR )
APPROVAL OF A TRANSFER OF CONTROL ) DOCKET NO.
AND AUTHORITY OF GAS UTILITY SYSTEMS ) 10-00220
OF GASCO DISTRIBUTION SYSTEMS, INC,, )

CHAPTER 11 DEBTOR IN POSSESSION )

ORDER APPROVING TRANSFER OF CONTROL AND APPROVING TRANSFER OF
FRANCHISE AGREEMENTS AND FINANCING TRANSACTIONS

This matter came before Chairman Mary W. Freeman, Director Eddie Roberson and Director
Sara Kyle of the Tennessee Regulatory Authority (“Authority” or “TRA”), the voting panel QSsigned
to this docket, at a specially scheduled Authority Conference held on December 20, 2010 for
consideration of the Joint Petition and the Amendment to the Joint Petition (“Amendment”) filed on
November 17, 2010 and December 10, 2010, respectively, of Navitas TN NG, LLC (*Navitas”) and
Gasco Distribution Systems, Inc. (“Gasco”) (collectively, the “Petitioners”). The Petitioners seek
Authority approval of: (1) the transfer of control of gas utility systems of Gasco to provide retail gas
utility services in Jellico, Campbell County, Byrdstown, Pickett County and Fentress County,
Tennessee and Whitley County, Kentucky' 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 of its predecessor; (2) the transfer of franchise

agreements including the agreements between Gasco and the City of Byrdstown, Gasco and Pickett

| 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.
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County and Gasco and the City of Jellico, to provide utility services in Jelliéo, Byrdstown, and
Pickett County, Tennessee and (3) the financing arrangements of Navitas,
THE JoINT PETITION

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

By Agreemeni dated July 9, 2010 and amended on October 14, 2010, Gasco agreed to sell,
and Navitas Assets, LLC (“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, On October 21,
2010, the Bankruptcy Court entered an Order authorizing and approving NALLC’s bid to acquire the
Jellico System, the Byrdstown System, the Fentress System, and the Albany, Kentucky System. A
Corporate Resolution of NALLC assigned all rights and privileges under the Asset Purchase
Agreement to Navitas.

According to the Joint Petition, NALLC and Navitas Utility Corporation (“NUC”) are sister
entities. NALLC is a holding company created to retain certain energy assets. Navitas is a
Tennessee Limited Liability Company. NALLC is the parent company of Navitas and the Fort Cobb
Fuel Authority, LLC (“FCFA”), a regulated natural gas utility in Oklahoma, NUC is an operating
entity primarily engaged in providing necessary support services for the operations of NALLC.

According to the Joint Petition, the Navitas companies have the requisite managerial and technical
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expertise to own and operate the existing Gasco Utility Systems.2 The Petitioners state that (1)
NALLC, the parent company of Navitas, owns and operates Fort Cobb Fuel Authority, a regulated
natural gas utility in Oklahoma serving over 4,000 customers; (2) NALLC is familiar with federal
and state utility regulations and has worked with the Oklahoma Corporation Commission and the
Federal Energy Regulatory Commission (FERC); and (3) Navitas expects to retain the current
employees of Gasco to continue servicing the sys;tem.3

The Joint Petition states that NALLC has the requisite financial stability to operate the
purchased Gasco system.* To support this statement, NALLC submitted copies of its 2009 Federal
and State Income Tax Returns and Independent Auditor’s Report.’

As stated in the Joint Petition, Navitas initially intends to adopt the current tariffs on file for
Gasco and will abide by all TRA Rules’ Navitas, however, recognizes that the current tariff rates
may not be adequate to produce a fair and reasonable return and has indicated that it intends to file a
rate case to increase rates in the future.
THE AMENDMENT T0 THE JOINT PETITION

In December 2009, the owners of NALLC secured a USDA B&l Rural Development loan for
the purpose of acquiring natural gas properties, such as the Gasco properties located in Tennessee.
When the loan was approved, a $1.5 million acquisition line was put in place for future use. Navitas
intends to draw dt;wn $610,500 to pay for the Gasco properties located in Tennessee. A requirement
of the loan documents is that all propertics, including the Gasco properties, purchased with loan
funds are pledged as security for the loan. Additionally, the owners, Mt. Richard Varner and Mr.

Thomas Hartline, are guarantors for the loan.

2 joint Petition, p. 4.

*id. at7.

*id. at 6.

% 1d. at Confidential Exhibit 1.
S d at7-8.
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FINDINGS AND CONCLUSIONS

Tenn. Code Ann. § 65-4-113(a) (2004) requires a public utility to obtain TRA approval to
transfer its authority to provide utility services and provides:

No public utility, as defined in § 65-4-101, shail transfer all or any part of its

authority to provide utility services, derived from its certificate of public convenience

and necessity issued by the authority, to any individual, partnership, corporation or

other entity without first obtaining the approval of the authority.

Tenn. Code Ann. § 65-4-113(b) (2004) provides the standards by which the TRA shall
consider an application for transfer of authority, which in pertinent part, states as follows:

Upon application for approval of the transfer of authority to provide utility services,

the authority shall take into consideration all relevant factors, including, but not

limited to, the suitability, the financial responsibility, and capability of the proposed

transferee to perform efficiently the utility services to be transferred and the benefit

to the consuming public to be gained from the transfer. The authority shall approve

the transfer after considetation of all relevant factors and upon finding that such

transfer furthers the public interest.

Regarding the proposed financing transaction, Tenn. Code Ann. § 65-4-109 (2004) provides:

No public utility shall issue any stocks, stock certificates, bonds, debentures, ot other

evidences of indebtedness payable in more than one (1) year from the date thereof,

until it shall have first obtained authority from the authority for such proposed issue.

It shall be the duty of the authority after hearing to approve any such proposed issue

maturing mote than one (1) year from the date thereof upon being satisfied that the

proposed issue, sale and delivery is to be made in accordance with law and the
purpose of such be approved by the authority.

Based on the assertions in the Joint Petition, the panel found that Navitas has the necessary
technical, financial and managerial resources to own and operate Gasco. Navitas® parent company
owns another gas company and is familiar with federsl and state utility regulations, and Navitas
intends to keep Gasco’s current employees to continue to service the system. In addition, the record
indicates that Navitas has the financial stability to successfully operate the Gasco system. This
transaction furthers the public interest because it will allow continuity of service for the Gasco

customers. Based on the record and these findings, the panel voted unanimously to approve the

transfer of Gasco to Navitas pursuant to Tenn. Code Ann. § 65-4-113. As a part of its approval of
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the transfer of Gasco to Navitas, the panel approved the Petitioners’ request for the assignment or
transfer of Gasco’s franchise agreements.”

In addition, the panel voted unanimously to approve the financing transaction described in
the Amendment pursuant to Tennessee Code Annotated § 65-4-109 based on the following findings;

(1) this financing transaction is subject to Authority approval pursuant to Tennessee Code
Annotated § 65-4-109;

(2) the transaction is being made in accordance with the laws enforceable by this agency; and

(3) the transaction is in the public interest because it will facilitate the purchase of the Gasco
properties.

The panel also voted unanimously to approve the existing Gasco base rates as requested by
Navitas. Further, the panel found that the approval of the Joint Petition does not prejudge the
regulatory accounting treatment resulting from Navitas’ acquisition of Gasco as described in the
Joint Petition.

IT IS THEREFORE ORDERED THAT:

1. The Joint Petition of Navitas TN NG, LLC and Gasco Distribution Systems, Inc. for
approval of the transfer of control and authority from Gasco Distribution Systems, Inc. to Navitas TN
NG, LLC, 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 Tenn. Code Ann. § 65-4-113, through the acquisition of

7 In support of the request in the Joint Petition for TRA approval of the assignment or transfer of franchise
agresments from Gasco to Navitas, Navitas secured documentation from the respective political subdivisions
expressing their approval or nonobjection to the assignments or transfers of these franchises. On December 8, 2(.)1.0,

consent to the request of Navitas for the assignment of the franchise agreements. Om December 9, 2010, the Mayor
of City of Jellico filed a letter confirming Jellico’s consent {o the request for transfer of the franchise agreement from
Gasco to Navitas.
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ownership and control of the Gasco Utility Systems of Gasco Distribution Systems, Inc. by Navitas
TN NG, LLC is approved. '

2. The assignments of certain franchise agreements to Navitas TN NG, LLC, inciuding
the agreements between Gasco Distribution Systems, inc. and the City of Byrdstown, Gasco and
Pickett County and Gasco and the City of Jellico, to provide utility services in Jellico, Byrdstown,
and Pickett County, Tennessee pursuant to Tenn. Code Ann. § 65-4-107 and the Byrdstown Natural
Gas Franchise Ordinance of 2000, are approved pursuant to Tenn. Code Ann. § 65-4-113.

3. The financing arrangements as described in the Amendment to the Joint Petition and
discussed herein are approved. Navitas TN NG, LLC is authorized to draw down $610,500 on its
existing USDA B&I Rural Development loan to pay for the Gasco Distribution Systems, Inc.
properties located in Tennessee, and Navitas TN NG, LLC is further authorized to pledge those
properties as security on that loan as required by the terms of that loan.

4, The authorization and approval given hercby shall not be used by any party,
including but not limited to, any lending party for the purpose of inferring an analysis or assessment
of the risks involved.

S5\ This decision is not intended to create any liability on the part of the Tennessee
Regulatory Authority, the State of Tennessee or any political subdivision thereof.

6. The existing Gasco Distribution Systems, Inc. base rates are approved as requested
by Navitas TN NG, LLC,

7. The Tennessee Regulatory Authority’s approval of-the Joint Petition does not
prejudge the regulatory accounting treatment resulting from Navitas TN NG, LLC’s acquisition of

Gasco Distribution Systems, Inc. as described in the Joint Petition.
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8. Navitas TN NG, LLC shall file with the Tennessee Regulatory Authority a copy of

any future orders of the Kentucky Public Service Commission that are entered regarding the Whitley

County, Kentucky customers.

Mary W. Eg’cman, Chairman
Eddie Roberson, Dim%wmw

Al

" Sara Kyle, Director
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” OFFICE OF STATE ASSESSED PROPERTIES
DESK AUDIT CONVERSATION FORM
DATE: /-G~ 2011

Agency/ or

f‘;rmcrl"\ ~ GaSCO 0',5‘*,-:.Lw.hm» Sh'nws IM‘ GA’@O go -

Company Name: Company Code:

Person Talked To: Telephone Number;

Discussed:
Lh@ C}éﬁ«m#,(,l ’crm Gasco Df,s-'f'l '.[ou‘fjm % S fCons
Toe . 4 v M:VITKS 7N AILC:" 4 LLC

Matte

Actions Taken:

Internal Office Recommendations: (CHECK ALL THAT APPLY)

Delete: Add: ___ Transfer: ___ File: _ Name/Address Change: X

r—

Return Incomplete AVR: ___ Change Appraisal Card: ___ Send to Audit: ___

Sioned:
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10.
11.

12.

13.
14.

15.

16.

' GAS -1

Company Name Navitas TN NG, LLC

Principal Office Location 18218 E. McDurmott, Suite I

Mumber & Strost
Irvine CA 92614
City State Zip
Is Company INDIVIDUAL? PARTNERSHIP? X CORPORATION?
COOPERATIVE? OTHER?

If a CORPORATION or OTHER similar enterprise, supply the following information:

Under laws of what state organized Date organized

Add charter of incorporation or similar enterprise. Date dissolved

Under laws of what state organized TN Date organized Ve f >4 / VO
Name & address of PRESIDENT, OWNER, OR PARTNER Thomas Hartline

Name
President 18218 E. McDurmott, I Irvine ca 92614
Posttion/Tile Nurrbar & Strest City State Zp
Name & address of GENERAL MANAGER Thomas Hartline
Name
@724 £ MDuewort [ L _I2NNE N az(\N
Mumbar & Stroot ’ City State 2p

GROSS Investment in SYSTEM plant and property December 31, 2010 s (10,500

NET Investment in SYSTEM plant and property December 31, 2010 $ (g IQLSOQ
SYSTEM GROSS Revenue (Income) for year ended December 31, 2010 $ Unkelovipd

SYSTEM NET OPERATING Revenue (Income) for year ended December 31, 2010 $ LAl wknowtn)

Amount of LOANS FROM FEDERAL AGENCIES, if any s LG\O . BCH

indicate stock & debt of company:

Amount No. of Shares or Book or Market or
Authorized Amount Issued Per Value Cash Value
Preferred Stock
Common Stock o
Bonds
Other Long-Term Debts . -
MeameEe \Wewmst \OO%,, \CO%%
State surplus at beginning of 2010 $ O End of 2010 $ e}
State amount of dividends paid for the year 2010: Preferred _§ O Common $ O

State exact doliar amount of FEDERAL INCOME TAX ACTUALLY PAID OR OWED FOR 2010 as reported on
your Federal Income Tax Return $

State ACTUAL CASH or MARKET VALUE of all Tennessee piant and property as of
January 1,201 _§ kA0 , DEO

-1- CT-0400
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GAS - 1A

17. State NET additions {additions less retirements) to Tennessee plant and property for:
2009 _$  LinSvinowsd 2010 $ e vamond N

YES v NO

18. Total number of subscribers in Tennessee 6 60

19. Does your company operate solely (100%) In Tennessee?

If you checked “YES" it will not be necessary to complete questions 20-27.
if you checked "NO" you must complete questions 20-27.

20. GROSS Investment in Tennessee plant and property December 31, 2010 s (\0.500

21. NET Investment in Tennessee plant and property December 31, 2010 $ L\O | SATY
22, TENNESSEE GROSS Revenus (Income) for year ended December 31, 2010 $ L\ﬁ.\ YA o™

23, TENNESSEE NET OPERATING Revenue (income) for year ended December 31, 2010 $ \XNV\N DV N

4. Percent of TENNESSEE GROSS investment as compared to SYSTEM GROSS Investment in plant and property

December 31, 2010 ) %

5. Percent of TENNESSEE NET Investment as compared to SYSTEM NET Investment in plant and property
December 31, 2010 O %

26. Percent of TENNESSEE GROSS Revenue (Income) as compared 10 SYSTEM GROSS Revenue (Income) for
year ended December 31, 2010 O %

27. OPERATING Revenue (Income) for year ended December 31, 2010 ‘\\[ A %

28. Does your company or its parent holding company file the following? Check all that apply:

a. SEC Form 10-K
b. Annual report to stockholders

v c. FERCFom2 (vt OW Covp Lommmrsmen, How FELL)

File one copy of each of the ltems checked in Item 28 with the Comptroller of the Treasury, Office of State

Assessed Properties.
29, What was the date of your last rate case? Was the case heard by a state PSC

or afederal entity? _Srtane What was the return on equity granted? U edvinoNN %
30. Special questions regarding this report should be directed to:

NAME: {V‘_Q\M\QF'? Q ATTuLWE

TITLE: E e eownenN T

ADDRESS: 1823 . McDdewmort L, Lewn-

Nomber B Efreet’
lpvine C_A YA
City Staty o Zip

PHONE NUMBER: 840y QATD - e
FAX NUMBER: ARy 20\ - Sl

E-MAIL ADDRESS At uae @ NAVITas Uty eo
/

1A- CT-0400
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GAS -2
BALANCE SHEET
ASSETS
AS OF DECEMBER 31
2010 2009
1. Utility Plant in Service $ $
2. Plant Under Construction
3. Property Held for Future Use
4, Plant Acquisition Adjustment
5. Total Fixed Assets
6. LESS Depreciation & Amortization Reserve
7. Net Fixed Assets $ (K0, D00 | §
Other Property & Investments
*8, Non-Utility Property $ $
9. LESS Accumulated Depreciation
10. Net Non-Utility Property
*11, INVESTMENT IN AFFILIATED COMPANIES -
*2. OTHER INVESTMENTS
13. Miscelianeous Physical Property
14. Sinking Funds
15. Other Fund Accounts
16. Total Other Property & Investments § $
Curren ts
17. Cash $ $
18. Special Cash Deposits .
19, Working Funds
20, Temporary Cash Investments
21. Notes Receivable from Affiliated Companies
22. Other Notes Receivable
23. Due from related pariies — Net
Accounts Receivable from Affiliated Companies
24. Net
25. Other Accounts Receivable — Net
26. interest & Dividends Receivable
27. Pre-Payments
28. MATERIALS & SUPPLIES
29. Liquefied Natural Gas Stored
30. Subscriptions to Security Issues
ai. Other Current Assets
32, Total Current Assets $ 3
Deferred Charges
33, Discount on Long-Term Debt $ $
34, Extraordinary Maintenance & Retirements
35. Clearing Accounts
36. Other Detferred Charges
37. Total Deferred Charges $
38.  TOTAL ASSETS $ (0. 500 §

*GIVE A DETAILED BREAKDOWN AND DESCRIPTION OF THIS TYPE OF PROPERTY INVESTMENT.

-2- CT-0400
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' GAS -3
BALANCE SHEET
LIABILITIES & OTHE EDIT.
AS OF DECEMBER 31
2010 2009
ftem Capltal Stock & Retained Eamings o wibri N
1. Commeon Capital Stock Outstanding 8 $
2. Preferred Capital Stock Quistanding
3. Premiums on Capital Stock
4. Other Capital Liability Accounts
5. Proprietor's Capital
6. Other Capital
7. Retained Earnings Reserved
8. Unappropriated Retained Earnings
9. LESS Discount on Capital Stock
10. LESS Capital Stock Expense
11. Total Capital Stock & Retained Earnings $ $
Long-Term Dabt
12, Funded Debt Outstanding $ (OO $
13. Receivers Certificates
14. Advances from Affiliated Companies
15. Other Long-Term Debt(s) . _
16. Total Long-Term Debt(s) $ (0, $
Current & Accrued Liabllities
17. Current portion of Notes Payable o) $
18. Other Notes Payable (Current)
18, Accounts Payable 1o Affiliated Companies
20. Other Accounts Payable
21. Customers Deposits
22. Matured Interest & Dividends
23. Current portion of Long-Term Debt(s)
24. Advance Billing & Payments
25. Taxes Accrued
Unmatured Interest, Dividends, & Rents
26. Accrued
27. Refunds Due Customers
28. Other Current Liabilities
29. Total Current & Accrued Liabilities $ $
Deferred Credits & Reserves
ao. Premium on Long-Term Debt $ $
31. insurance Reserve
32. Provident Reserve
33. Amortization Reserve
34. Employment Stabilization Reserve
35. Other Deferred Credits & Reserves
36. Accumulated Deferred Income Taxes o
37. Total Deferred Credits & Reserves i ]
ontributions in Aid of Construction
38. Contributions in Ald of Construction $
39.  TOTAL LIABILITIES & OTHER CREDITS $(p10 00 s

-3- CT-0400
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LONG-TERM DEBT

Mortgages, Bonds, Promissory Notes, & Miscellaneous Long-Term Debt

GAS -4

Interest | for Year
Principal
Date of | Date of Description: Beglnning of Paid *End of Year Leave This
Issue Matusity | (Bonds, Notes, or Other Instrument) | Year Balance | During Year Balance Rate (%) | Amount Column Blank
V2 o =
ft-\/o Pask@ USDARKT |5 O s O 310,500 $ O
Meoyertion VOO
TOTALS $ $ § ol —— s
[lefalecs

CT-0400
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23.

24.
25.
26.
27.
28.
29.
30.

31.
32.
33.

35.
36.

37.
38.
39.
40.
41.
42.
43,

44,
45,

INCOME STATEMENT

Qperating Revenue
Residential Sales

Commercial Sales

Industrial Sales

Municipal Sales

Other Miscellaneous Revenue & Sales
Total Operating Revenue

Operating Expense
Production Expense

Purchased Gas

Transmission Expense

Distribution Expense

Storage Expense

Customer Accounting & Collection Expense
Sales Expense

Administrative & General Expense
Operating Taxes: State, County, & Municipal
Operating Taxes: Federal Income Taxes
Operating Taxes: Federal Other Taxes
Depreciation Expense

Amartization Expense

Other Operating Expense

Total Operating Expense

NET OPERATING INCOME

Other Income

Dividend income

Allowance for Funds Used During Construction
(AFUDC)

LESS: Federal income Taxes on AFUDC
QOther Interest Income

Total Interest Income

Income from Non-Operating Property
Miscellaneous Income

Total Other Income

Miscellaneous Deductions from Income
Miscellansous Income Charges

Federal Income Taxes-Non-Operating
Other Non-Operating Taxes

Total Miscellaneous Deductions

Net Other Income

Gross Income

Interest & Other Deductions
Interest on Funded Debt

Other Interest Deductions

Amortization of Discount on Long-Term Debt
Release of Premium on Long-Term Debt-Credit
Other Fixed Charges

Total Interest & Other Deductions

Net Income Before Extraordinary items

Extraordinary & Delayed ltems
Extraordinary & Delayed Items

Net income to Retained Earnings

GAS -5
AS OF DECEMBER 31
2010 2009
s\ vt |5 LLvanowin
$ $
5 8
3 5
$ $
8 g
$ $
$ 5
5 ‘
5 s
5 5
$ 5
$ $
CT-0400
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LEASED EQUIPMENT

GAS -6

This schedule should include all operating equipment located In Tennessee that is leased or used by your company. \\\ omT

Total Tax
Type of No. Annual Age Annual Lease Liability
Equipmen | Of Amount of Of | Depreciation | Expiration Lessor or | Original | Accumulated Depreciated Location
t Units Rent Units Rate Date Owner Lessee Cost Depreciation Cost {County & City
$ $ $ $
CT-0400
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GAS DISTRIBUTION SYSTEM

Gross
investment
Within

TENNESSEE PROPERTY
December 31, 2010

Gross
Investment
Outside

Corporate Limits

Gross
fnvestment
Total

GAS -7

Cash Value
Jan. 1, 2011

Corporate Limits

Meters $

$

$

Service Lines

Mains by Size & Kind:

House Regulators

Measuring & Regulating
Equipment

Meter Installations

Other Distribution
Equipment

Total Investment $

Total Cash Value
1/1/2011 $

GAS PLANT EQUIPMENT
Retorts $

Benches

Generators

Holders

Other Gas Plant
Equipment

Total Investment $

OOOCKKK

Total Cash Value
14/2011 $

Total gross investment in
furniture, fixtures,
equipment, automobiies,

materigls & supplies, &
other general equipment. $

Total cash value 1/1/2011
of above furniture, etc. $

XXX

CONSTRUCTION WORK IN PROGRESS
Personal @ 15% $

Real @ 100% 3

O

CT-0400C
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GAS ~7A
TENNESSEE PROPERTY
{Continued)
Real Estate
A. Land:
Year Purchased Deed Page Gross Cash Value
Acres Location Acquired From Book No. Investment Jan. 1, 2011
$ $
Total Land $ $ (f)
B. Structures:
Year
Kind & Type Constructed/ Gross Cash Valus
of Structure Location Acquired Investment Jan. 1, 2011
$ $
Total Structures O
Total Real Estate/Tennessee s
Total All Property/Tennessee
Within Qutside
Corporate Limits Corporate Limits Total
No. Meters ¥-Te) \Z2. SHD
No. Miles of Setvice
Lines
No. Miles of Main by
Size & Kind
Size: - ﬂ“ :ﬁ:\[ 7,3&
No. Customers D \ L SHS

7A-

CT-0400
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PROPERTY SHEET
Note: One sheet to be completed for each county, clty, and special school district where property Is

GAS -8

located.
Name of county, city, or special school district County T
Q,ﬂ w\?ba S
GAS DISTRIBUTIQON SYSTEM
Gross Gross
Investment Investment Gross
Within Outside Investment Cash Value
Corporate Limits Corporate Limits Total Jan. 1, 2011
Meters $ b $ $
Service Lines
Mains by Size & Kind:
W — _
- e 0,00 O o0 TN

House Regulators

Measuring & Regulating
Equipment

Meter Installations

Other Distribution
Equipment

Total Investment $ 5 IOé i }Q ]

O sDN00OD XXX

Total Cash Value

1/4/2011 sDTI0 O s

O XXX

ajelaseld

GAS PLANT EQUIPMENT
Retorts $ $

Benches

Generators

Hoiders

Other Gas Plant
Equipment

Total Investment $ ' $

2OOOKAXXX

Total Cash Vafue
1/4/2011 $ 3

XOOOOO0OOKX

Total gross investment in
furniture, fixtures,
equipment, automobiles,
materials & supplies, &

other general equipment. $ $
Total cash value 1/1/2011

XXXAXXXXX

of above furniture, etc. $ $
TRUCTION WOR P ES! ROSS COS
Personal @ 15% $ 3

Real @ 100% 3 ) 3

8-

CT-0400
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GAS - 8A
REAL ESTATE =4
EAL ESTAT C NS
A. Land:
Cash
Value
Year Purchased Deed Page Gross Jan. 1,
Acres Location Acquired From Book No. investment 2011
$ $
Total Land $ s ()
B. Structures:
Cash
Value
Kind & Type Year Gross Jan. 1,
of Structure Location Constructed/Acguired Investment 2011
$ $
Total Structures
Total Real Estate/Tennessee $
Total All Property/Tennessee $ O
Within Outside
Corporate Limits Corporate Limits Total
No. Meters SO0 (&) 500
No. Miles of Service
Lines
No. Miles of Main by
Size & Kind )

Size: -4 !

No. Customers

L)

DO S

SO0

CT-0400
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GAS -8
PROPERTY SHEET
Note: One sheet to be completed for each county, city, and special school district where property is

located.

Name of county, city, or special school district County FE NTeEsL

GAS DISTRIBUTION SYSTEM

Gross Gross
investment Investment Gross
Within Outside nvestment Cash Value
Corporate Limits Corporate Limits Total Jan. 1, 2011

Meters $ b $ 3
Service Lines
Mains by Size & Kind:

Ryt 241 500 OO0 HOD | _HoED

—

House Regulators

Measuring & Regulating
Equipment

Meter instailations

Cther Distribution
Equipment

Total Investment s NS00 $ D oo 5 S SOOOOOONXX

—

Total Cash Value —
1/4/2011 $ 21 5O § BDOOD sooooooox 5 AOD00

GAS PLANT EQUIPMENT
Retorts $ $ 3 $

Benches

Generators

Holders

Other Gas Plant
Equipment

Total Investment $ $ 3 XXX XAKXXX

Total Cash Value
1/4/2011 $ $ T~

Total gross investment in
furniture, fixtures,
equipment, automobiles,

materials & supplies, &
other general equipment. $ $ $ XXXXXXXXXX

Total cash value 1/1/2011
of above furniture, etc. $ $ X0o00xxx 8 O

CONSTRUCTION WORK IN PROGRESS (GROSS COST)
Personal @ 15% % $ ) $ o

Real @ 100% $ 8 $ s O

o 8- CT-0400
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GAS - 8A
REAL ESTATE
A Land
Cash
Value
Year Purchased Deed Page Gross Jan. 1,
Acres Location Acquired From Book No. Investment 2011
$ $
Total Land $ I,
B. Structures:
Cash
Value
Kind & Type Year Gross Jan. 1,
of Structure Location Constructed/Acquired Investment 2011
$ $
Total Structures $
Total Real Estate/Tennessee 3
Total All Property/Tennessee $ O
Within Qutside
Corporate Limits Corporate Limits Total
No. Meters 3% Ve o5
No. Miles of Service
Lines
No. Miles of Main by
Size&Kind ., 4 = —
Size: 1ty = -
No. Customers R \ 5

CT-0400
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PURCHASES AND SALES OF TENNESSEE PROPERTY

List all purchases and sales of Tennessee real property (including Telecommunications Towers) that occurred
during the year 2010. Give all applicable information for pach transaction separately. (You may copy pages as

needed) Please attach a copy of the warranty deed or sales contract.

Date of Purchase:

County/City:

Assessor’s Tax Map & Parcel Number:
Purchase Price:

Physical Address:

Description of Property:
Grantor (selier):

Type of Improvement:

Date of Sale:

County/Clty:

Assessor's Tax Map & Parcel Number:
Sale Price:

Physical Address:

Description of Property:
Grantee (buyer):

Type of Improvement:

PURCHASES

GAS -9

Nowe

Number & Streat

City

State

Zp

SALES

Number 8 Sreet

City

State

Zip

CT-0400



(Page 25 of 26)

GAS-10

REAL PROPERTY UNDER CONSTRUCTION &O NE

Tennessee Code Annotated 67-5-503 provides that, ‘If after January 1 and before September 1 of any year, an
improvement or new building is completed and ready for use or occupancy...the assessor of property shall make or
comrect the assessment of such property, on the basis of the value of the improvement at the time of its completion..."

List all real properties under construction or properties that will be completed by September 1, 2011.

Property Owner and Description of Construction
County and Clty Map Reference improvement Cost

-10- CT-0400
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DATE: _ % - 29 - \\

l, O I PN e ., being the OWNER, PRESIDENT,
SECRETARY, AND /OR PARTNER OF NAantas W NG , do hereby

swear and affirm that the foregoing Ad Valorem Tax Report for the year two thousand eleven
has been prepared from only the original books, papers, and records of said respondent
under my direction In accordance with Tennessee Code Annotated, §67-5-1316, and is true

and correct to the best of my knowledge and belief.

I e s

NAME

,E&N'DEN“\‘

OFFICIAL CAPACITY
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State of Tennessee 2010 Ad Valorem Tax Assessments for all Gas Companies in
the State



2010 AD VALOREM ASSESSMENTS PAGE

ELECTRIC COOPERATIVE COMPANIES

PICKWICK ELECTRIC COOPERATIVE

PLATEAU ELECTRIC COOPERATIVE

POWELL VALLEY ELECTRIC COOPERATIVE
SEQUACHEE VALLEY ELECTRIC COOPERATIVE
50. KENTUCKY RURAL ELECTRIC COOP. CORP,
SOUTHWEST TENNESSEE ELECTRIC MEMB. CORP.
TENNESSEE VALLEY ELECTRIC COOPERATIVE
TIPPAH ELECTRIC POWER ASSOCIATION
TRI-COUNTY ELECTRIC MEMBERSHIP CORP,
TRI-STATE ELECTRIC MEMBERSHIP CORP.
UPPER CUMBERLAND ELECTRIC MEMB., CORP.
VOLUNTEER ENERGY COOPERATIVE

ELECTRIC COOPERATIVE COMPANIES TOTAL

ELECTRIC COMPANIES

e e

ENTERGY ARKANSAS, INC.
KENTUCKY UTILITIES COMPANY
KINGSPORT POWER COMPANY
ELECTRIC COMPANIES TOTAL

GAS COMPANIES

ATMOS ENERGY CORP

CHATTANOOGA GAS COMPANY

COUNCE NATURAL GAS CORPe.

GASCO DISTRIBUTION SYSTEMS, INC.
PIEDMONT NATURAL GAS COMPANY, INC,

GAS COMPANIES TOTAL

MOTOR BUS COMPANTIES

ALDMOR MANAGEMENT, INC.
ALL POINTS USA, INC,
ALL—-STATE TOURS OF TENNESSEE
AMERICAN JOURNEYS LIMITED
ANCHOR TOURS, INC,
APPALACHIAN CHARTERS

B & C TRANSPORTATION, INC.
BLUES CITY TOURS, INC.
BRANTLEY CHARTER, INC.

C & A CHARTERS

CROWN COACH CORPDRATION
CUSA, LLC

DELO DAY TOURS,. INC.
FELLOWSHIP TOURS

GENTRY COACH CO.o INC.
GRAHAM®*S SOUTHERN TOURS
SRAY LINE NASHVILLE

28,173,094
20,787,423
20,570,953
364238,365
79,114
55,955,846
15,910,150
446,181
24,960,977
292364677
5046424730
106,180,175

98,4268
30,825,574

30,943,020

83,208,866
30,945,353
68,777
873,000
119,111,679

23,120
250,000
75,000
1,955
108,885
7,565
73,185
31,791
119,818
22,4355
293,759
332,800
4,845
B,y 840
864360
3,910
832,405
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2011 AD VALOREM ASSESSMENTS

October 31, 2011 GAS COMPANIES

COMPANY NAME ASSESSMENT
ATMOS ENERGY CORP $95,500,000
CHATTANOOGA GAS COMPANY $36,700,000
COUNCE NATURAL GAS CORP. $75,000
GASCO DISTRIBUTION SYSTEMS, INC. $330,000

PIEDMONT NATURAL GAS COMPANY, INC. $125,600,000

Companies By Type: I 5 I Company Type Total: | $258,205,000 I




