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BEFORE THE TENNESSEE REGULATORY AUTHORITY
AT NASHVILLE, TENNESSEE

IN RE: )
PETITION OF B&W PIPELINE, LLC ) DOCKET NO. 15-00042
FOR AN INCREASE IN RATES )

PETITION TO RECONSIDER

Pursuant to T.C.A. § 4-5-317, B&W Pipeline, LLC (“B&W”) respectfully asks that the
Tennessee Regulatory Authority reconsider, in part, the “Final Order Setting Rates™ issued March
10, 2016 in the above-captioned docket. Because of the impdrtance to the utility of the issues
raised in this Petition, counsel for B&W also requests the opportunity to argue in support of the

Petition at the next, monthly Authority conference.

The Pipeline Has Value

1. Six years ago, B&W bought a forty-eight mile natural gas pipeline, along with
ninety-six oil and gas wells, for over $2.6 million, including acquisition expenses. The Authority’s
Final Order declares that the original pipeline is fully depreciated and has no value for ratemaking
purposes. If left unchanged, the Authority’s decision means that, except for the value of the wells,
B&W’s original investment in the gas pipeline has been virtually confiscated.

This finding that the pipeline has no value rests solely on the agency’s interpretation of a
2008 federal tax return filed by Gasco Distribution Systems, Inc. (“Gasco”), parent company of
Titan Energy Group, Inc. (“Titan Energy”). Titan Energy owned the forty-eight mile pipeline, the
ninety-six wells, and other assets before selling the pipeline and wells to B&W in 2010. The tax
return was located by Navitas and attached to the company’s responses to a TRA Stgff data request

after the testimony from the parties had been filed. No one from Gasco testified at the hearing,
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and no witness sponsored the return itself. Nevertheless, the Authority found that the 2008 return
“provides to most sound support” for “the value of the pipeline at the time of acquisition” by B&W.
Order, at 15.

The returns states that the 2008, year-end value of the “Building and Other Depreciable
Assets” of Titan Energy was $854,826 with “accumulated depreciation” of $703,017. Schedule L
End of Tax Year, Line 10A and Line 10B. Based on that information, the Final Order finds that
the “original value of the pipeline” was $854,826 and that, by 2016, the pipeline would be fully
depreciated, having a net book value of zero for ratemaking purposes. Order, at 15.

The 2008 return was signed by Mr. Fred Steele, president of Gasco. At the request of
B&W, Mr. Steele has located and provided the depreciation schedules and other tax information
for Titan Energy. Exhibit A, attached. This information shows that Titan Energy owned both
pipelines and wells and that the largest single asset on the books of Titan Energy, identified as
“B&W Pipe,” was depreciated for tax purposes at an accelerated rate of only seven years and then
sold for $1,212,892.80 in 2010, a price which more accurately represented the true value of the
asset.! Like the pipeline, virtually all of the assets of B&W, including the oil and gas wells, were
depreciated for tax purposes over periods of five to ten years. In other words, the figures shown
on the 2008 return are tax values, not book values. The $854,826 figure which the agency believed
to be the original cost of the forty-eight mile pipeline actually represents the original cost of all of
Titan Energy’s depreciable assets, and the $703,017 in accumulated depreciation, which the

agency used to derive the net book value of the pipeline for ratemaking purposes, represents the

! See “Titan Energy Group, Inc. 4797-Sales of Property for Tax Book, FY:06, for Year Ending 06/30/2011” page 1.
“Sys No. 000035” is identified as “Pipelines” and as “B&W Pipe,” acquired December 30, 1993 and sold for
$1,212,892.80. That same asset, No. 000035, is also shown on “The Titan Energy Group, Inc. Depreciation Expense
Report as of June 30, 2010.” That report shows that the asset was depreciated over seven years.
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accumulated depreciation for tax purposes of all of Titan Energy’s assets. Neither figure has any
relevance to the original cost of the pipeline for ratemaking purposes or the net book value of the
pipeline at the time it was sold to B&W.?

More importantly, Mr. Steele states in his affidavit that during the time Gasco owned the
pipeline, the pipeline was never included among Gasco’s regulated assets. The pipeline operated
as an unregulated business, receiving from ratepayers only $20,000 a year for transporting gas to
its distribution affiliate. Therefore, even if the TRA could establish with reasonable certainty the
“original cost” of the pipeline paid by Titan Energy and the net book value of the pipeline on the
books of Titan Energy at the time it was sold to B&W, those figures would be irrelevant for rate
making purposes because Titan Energy was not a regulated utility and the pipeline had not yet
been dedicated to public use. For ratemaking purposes, “original cost” is not necessarily the
amount paid to construct and install new plant but the “costs incurred by the person who first
devoted the property to utility service.” FERC “Uniform System of Accounts for Gas Utilities.”
See 18 C.F.R. § 101, definition of “original cost.” As Charles Phillips, Jr. wrote in his textbook
on utility regulation, “Original cost” for rate making purposes is “the amount actually paid for
installing the original plant and equipment, plus additions, when first devoted to public service.”

Phillips, The Regulation of Public Utilities (1984), p. 284. There is a “general consensus among

regulators that utility customers should not pay on an amount in excess of cost when property was

2 Even in the absence of Mr. Steele’s information, there are simply too many unanswered questions about the 2008
tax return to rely upon it as evidence. For example, the Final Order relies upon the tax return to conclude that the
pipeline was being depreciated at a rate of $22,564 per year (Order, at 13) and that the accumulated depreciation as of
December 31, 2008 was $703,017. Id. See “Schedule L End of Tax Year,” Line 10B. The same return, however,
shows that the accumulated depreciation on December 31, 2007 to be $660,920. See “Schedule L Beginning of Tax
Year,” Line 10B. In other words, the pipeline depreciated by $42,097 in one year even though the reported annual
depreciation was approximately half that amount. What is the explanation? Similarly the figure used by the Authority
to establish “original cost” is $854,826 on the “End of Tax Year” report and $863,147 on the “Beginning of Tax Year”
page. See Line 10A. How can the Authority assume that either number actually represents “the original cost” of the
pipeline?
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originally devoted to public service.” Accounting for Public Utilities, Hahne and Aliff (Deloitte

and Touche LLP) (2012), Volume I, Chapter 4. Therefore, the “original cost” of the pipeline for
ratemaking purposes is not the cost paid by Titan Energy but the cost paid by B&W, the owner
“who first devoted the property to utility service.”

Based on Mr. Steele’s affidavit and exhibits, the Authority cannot rely upon Gasco’s 2008
tax return to establish the value of the pipeline for ratemaking purposes. Order, at 15. In light of
this new information, the tax return cannot be considered “evidence [of the value of the pipeline]
that is both substantial and material in light of the entire record.” T.C.A. § 4-5-322(h)(5)(A). The
“entire record” concerning the pipeline’s value includes an engineer’s estimate of the pipeline’s
replacement value ($12.8 million), the engineer’s estimate of the undepreciated, replacement cost
($6.5 million), an accountant’s estimate of the replacement cost discounted to the date of
construction ($2.9 million) and market value ($2.6 million).? In light of the “entire record,” a
finding that the depreciable pipeline assets purchased in 2010 have no current value is clearly
erroneous.

Furthermore, in calculating the pipeline’s rate base, the Authority omitted, presumably by
accident, acquisition expenses of $225,585.31, as shown in B&W’s response to CAPD Data
Request 1-5. As shown in the attached Exhibit B, those expenses were thoroughly documented
and not challenged by any party. They are properly included in the rate base and should be
addressed upon reconsideration.

As B&W has acknowledged and as the Authority recognized in the Final Order, there is
“no clear evidence” of what the rate base of the pipeline should be, and the determination of an

appropriate rate base is more “a question of policy and fairness” than trying to make a

3 See Rebuttal Testimony of William Novak and Exhibits “WHN Rebuital 1” and “WHN Rebuttal 2.”
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mathematical calculation from information on a tax return that has no relevance to utility rate
making. See Final Order, at 15. The Authority’s finding that the pipeline assets bought by B&W
have no value today is not “fairness” nor is it sound regulatory policy. To the contrary, such a
finding means that the utility will have no choice but to continue to litigate this issue, both in the
courts and in the company’s next rate case. Such a finding, as Navitas itself said, would not
“induce continued safe and reliable operation” by the pipeline’s owners. See footnote 4, infra. In
the alternative, the Authority should reconsider its decision and establish a rate base that, if it does
not incorporate the full amount paid by B&W in 2010, represents a reasonable allocation of that
amount between the pipeline and the wells.

There are several approaches to reaching a reasonable valuation that is greater than zero
but less than the value originally proposed by the utility. Navitas itself suggested in response to a
TRA Staff Data Request that “B&W Pipeline, in its current state, needs to have a return in the
range of $50,000 to $100,000 per year to induce continued safe and reliable operation by its
owners.” The TRA allowed B&W to earn a return on rate base of 8.50%. Final Order, at 19. To
produce a return of $100,000 — the upper end of the range suggested by Navitas — B&W’s rate
base should be valued at $1,176,471. By coincidence, that is also approximately the same amount
recorded on the books of Titan Energy ($1,212,892.80) as the price of the pipeline when it was
sold to B&W.> Even if the TRA were to continue to rely on $854,826 as the original cost of the
pipeline, a reliance that B&W believes is unjustified in light of the information provided by Mr.

Steele, a recalculation of the depreciation using book depreciation rates instead of tax depreciation

* Navitas Responses to TRA August 24, 2015 Data Request, filed September 5, 215, Response to Request No. 4.

5 See Exhibit C, page 1, a pro forma calculation of the rate base in 2016 if one were to use as B&W?’s original cost of
the sale price recorded by Titan Energy.

7/3808723.1
207335-301001



rates produces a similar result ($1,427,651). All of these results fall within a range of $1.2 to $1.6
million. A finding in that range would equitably balance the parties’ interests and likely bring to
an end this otherwise continuing dispute over the company’s rate base.

The Projected Estimate of Throughput is Unrealistic

2. B&W asks the Authority to reconsider the agency’s estimate that the pipeline will
carry 227,861 Mcfs of gas in 2016.

It is now apparent that the original throughput projections of all the parties were overly
optimistic. The pipeline’s total throughput for 2015 was 134,352 Mcfs, the highest throughput in
the pipeline’s history, and the total throughput for the first quarter of 2016, through March 26, was
only 36,121 Mcfs. The usage for the first quarter of 2016 is approximately 29% less than the usage
for the same period in 2015. See Exhibit D, attached, affidavit from Rafael Ramon. Based on
this information, which was not available at the time of the rate hearing, it now appears highly
likely that the actual throughput for 2016 will be substantially less than the Authority’s estimate
of 227,861 Mcfs. Therefore, the Authority should revise its estimate to a more realistic figure that
closely approximates the pipeline’s 2015 record throughput and adjust the volumetric rate
accordingly. In the alternative, the pipeline should be allowed to make an annual adjustment in
the volumetric rate, as discussed below, to reflect actual usage during the prior year. See footnote
7 infra.

Rates Should Be Periodically Adjusted Based On Actual Pipeline Usage

3. Finally, B&W asks that the Authority to allow the pipeline to make prospective,

annual adjustments of the fixed and volumetric charges set in the Final Order. Based on the

¢ See Exhibit C, page 2, which adjusts the TRA’s calculation of rate base by using an estimate of book depreciation
instead of tax depreciation and adding the uncontested acquisition costs.

6
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Authority’s estimate of pipeline usage in 2016, the agency established a fixed monthly charge of
$13,897 for Navitas and a charge of $3,655 for Rugby Energy (a pipeline affiliate). Those charges
should be periodically adjusted based on actual usage. Customers will come and go, and customer
usage will change overrtime. Without an annual adjustment, customers with declining usage will
be unfairly required to pay a disproportionate share of the fixed charge.

The volumetric charge also needs to be adjusted on an annual basis. See Exhibit D. These
figures clearly demonstrate that the actual throughput for 2015 is only 59% of the estimated
throughput used by the Authority to set rates in 2016. Furthermore, the first quarter results for
2016 are even lower than the first quarter for 2015, indicating that the total throughput for 2016
will likely be lower than the annual total for 2015. As argued in the Petition for Clarification,
B&W will not be able to earn its revenue requirement unless the Authority permits the pipeline to
make prospective, annual adjustments in the volumetric rate. ’

Conclusion

The Authority made its decision based on the information it had before it at the time. It is
now clear that some of that information was misleading. The values shown for Titan Energy on
the 2008 tax return are tax values, not book values, and cannot be used to determine the net book
value of assets for ratemaking purposes.

The determination of a rate base under these circumstances is a judgment call, not an
accounting issue. B&W has suggested a variety of approaches, each leading to an end result of a
rate base between $1.2 and $1.6 million. A result in that range would be just and reasonable. A

finding that the utility’s original investment in the pipeline is virtually worthless...is not.

7 In support of the requests for the right to make prospective, annual adjustments to the volumetric rate and the monthly
fixed charge, B&W relies upon the arguments made in the “Petition for Clarification” filed February 24, 2016 and the
“Rely of B&W Pipeline, LLC” filed March 9, 2016. Both filings are attached, Exhibit E, and incorporated herein by
reference.

7
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Similarly, the projections for total pipeline throughput in 2016, as well as the relative
throughput of Navitas and Rugby, are unrealistic. The projections need to be adjusted and the

volumetric and fixed charges recalculated, either now or next January, and thereafter on an annual

basis.
The Petition for Reconsideration should be granted.
Respectfully submitted,

BRADLEY ARANT BoULT CUMMINGS LLP

By: {7//\/\ i { /L/\-/ "
Henry Walker (B.P.R. No. 000272)
Bradley Afant Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203
615-252-2363
hwalker@babc.com
Attorney for B&W Pipeline, LLC
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CERTIFICATE OF SERVICE

P

I hereby certify that on the Q_(gday of March, 2016, a copy of the foregoing document was

served on the parties of record, via electronic delivery and U.S. Mail, postage prepaid, addressed
as follows:

Vance Broemel

Assistant Attorney General

Office of the Attorney General

Consumer Advocate and Protection Division
P.O. Box 20207

Nashville, TN 37202-0207
rachel.newton@ag.tn.gov

Klint Alexander

Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
211 Commerce Street, Suite 800

Nashville, TN 37201

kalexander@bakerdonelson.com. /7 z/\ﬂ Z W

Hen%y Walker/
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Exhibit A

Affidavit of Fred A. Steele and Attachments



STATE OF )
) ss.

COUNTY OF )

Affidavit of Fred A. Steele

My name is Fred A. Steele. 1 was the president of Gasco Distribution Systems, Inc. and
its subsidiaries Gasco, Inc. and The Titan Energy Group, Inc.

At no time were the assets of The Titan Energy Group, Inc which are now owned by
B&W Pipeline included among the regulated assets of Gasco Distribution System, Inc. or Gasco,
Inc.

The attached documents were provided to me by Mr. Michael A. Sikora, CPA, who
prepared the company’s consolidated tax returns and used these docurnents in the preparation of
those returns. These documents show that the B&W pipeline was depreciated for tax purposes
over seven years and that when the pipeline was sold in 2010, Titan Energy Group, Inc recorded
on its books a sale price of $1,212,892.80.

FURTHER AFFIANT SAYETH NOT.

Fud A b

FRED A. STEELE

STATE OF )
) ss.
COUNTY OF )

I, the undersigned, a notary public in and for said county in said state, hereby certify that-
Fred A. Steele, whose name is signed to the foregoing instrument, and who is known to me,
acknowledged before me on this day that, being informed of the contents of said instrument, he
executed the same voluntarily on the day the same bears date.

Given under my hand and official seal this day of , 2016.

Notary Public
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[NOTARIAL SEAL] My commission expires:
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ED 15:3b GASCO, INC FAX No, 74045477180 ¥, 001/003
The Titan Energy Group, Inc.
Depreciation Expense Report
As of June 30, 2010
FYE Month = June
InSve Acqured P Depr  Esl’ Sab/1e8Alow Depreclable  Filor PriorAwcum  Deprecfalon  CuneptYTD  CumenlAcoum  Key
SysNo Exl Dale Valuz T Math  Lils Sec 178 Basls Thu Deprecialion This Run Dapreciaion  Depreclalon  Code
000001 000 070193 832154 2 NoDsp @508 000 832154 OB/3009 0400 0.00 000 0.00
000002 000 07/0193 3150000 R SLMM 25 0B 0,00 3150000 08/3(V08 18,900.00 116125 1,181.25 20,081.25
000003 000 07/01/03 350000 R NoDep 3000 0.00 850000 083019 000 .00 000 0.00
000004 000 07/01493 2300043 R SIMM 21 06 000 2300043 O0R/30/09 1111664 - 1,069.78 1,060.78 18,186.40
000005 000 07/01K3 1347385 A ADS 81 06 0.00 1347385 063009 6,826.02 42174 47174 7.258,76
000006 000 07/01/03 15156 R ADS 3106 0.00 16166 06003 76,16 481 481 2157
000007 000 07/03/%3 418500 R MFI50 1000 000 4,185.00 06/30:09 4,18500 0.00 000 48500 &
000008 000 03/26%1 155000 R ADS 3106 0.00 155000 06/30/09 87553 94 4921 924.74
000008 €00 123173 500000 R NoDep 3000 000 3,000.00 06/3000 000 000 0,00 0.00
000010 000 1213103 1545200 R ADS 8106 000 1643200 06/30/08 7.614.02 489,94 489,91 B,103.93
000012 000 07/01/93 814096 P MF200 0500 0.00 §,140.95 0630/ 3,14086 0.00 000 314096 s
000014 000 07/0183 213530 P MF200 0500 0.00 213530 0673009 2,135.30 0.00 0.00 2,135.30- 8
000021 000 03/31R9 16600000 P ADS 1500 000 16500000 05/30/09 115500.00 11,000.00 11,000.00 12650000
000022 000 033198 102500 P ADS 1500 0.00 102600 DGS9 4 6833 68,83 78580
000023 000 12/3198 1962400 P MF200 (@500 0.00 1382400 0673009 1362400 0.00 000 L13824.00 s
000024 000 12/81M3 591200 P MF20 0500 000 . 691200 06430/08 691200 0.00 0,00 691200 &
000025 000 12/81/93 184300 P MFZ200 0500 000 184300 063008 184300 0.00 0.00 184500 &
000025 000 12131193 230500 P MF20D 0500 0.00 230500 06/30/09 2,305.00 0.00 0,00 230500 s
000027 000 1231093 276500 P MF200 0500 0.00 2,765,00 08/30/09 2,765.00 0.00 0.00 2,765.00 &
000028 000 123193 276500 P MF200 0500 000 276500 06/30/09 2,765.00 0,00 000 276600 s
000029 000 128153 23000 P MF200 0500 000 23000 06/30/09 280,00 0.00 000 23000 ¢
000030 000 123193 2,765.00 P MF200 0500, 0.00 276500 06/30/09 2,765.00 000 000 276500 s
000031 000 081194 410811 P MF200 (0500 0.00 4,188.11 06/30:09 4,188.11 000 0.00 418811 &
000032 000 06/30/95 16,730.18 P MFz00 (0500 0.00 1673018 08/30:09 16,730.18 0.00 000 16,730.18 &
000033 000 081907 610000 P MF200 0500 6.00 6,10000 0af30N03 6,10000 0.00 0.00 6,10000 5
000034 000 07/01M3 86428 P ADS (700 0.00 86428 06/30/00 B64.28 0.00 0.00 88428
000035 000 12/30/93 18782500 P ADS 0700 0.00 187,625.00 06/30/9 187,825.00 0.00 0.00 167,825.00
000035 000 10/31196 578526 P ADS D700 0.00 578526 OG/30/00 £,765.26 000 000 678526
000087 000 10/31/%5 15000 PADS @700 000 159,00 06/30/00 169.00 0.00 0.00 168.00
000033 000 10V31/06 245257 P ADS (0700 0.00 235257 06/30/08 295257 0.00 0.00 255257
000039 000 10/91/%6 143373 P ADS 07 60 0.0 143073 06/30409 143973 0.00 0.00 1438.73
000040 000 1073186 149500 P ADS 0700 0.00 1,435.00 08/30/09 143500 0,04 0.00 143500
000041 000 10015 5536 P ADS 0700 000 §596 06/30/09 £§596 0.00 000 5596
000042 000 10316 650925 P ADS 0700 0.00 650925 08/30/09 6500.25 0.00 000 6500.28
000043 000 10431756 1762 P ADE 0700 0.00 17562 0glanv0s 1762 0,00 000 {752
000044 000 11/30486 12863 P ADS 0700 0.00 12069 083009 12363 000 0,00 12363
000045 00D 11/30/86 47887 P ADS 07 00 0.00 47587 06/36/03 47887 000 000 47887
000046 000 11/30456 100425 P ADS 0700 000 1,004.25 0813049 1004.25 000 000 100425
000047 €00 11/30/96 154000 P ADS 0T QD 000 154000 06/3409 1,540,00 0.00 0.00 154000
000048 000 12/31/56 7%01 P ADS 0700 000 73601 06/30/09 73601 0.00 0.00 796.01
000040 00D 123106 112786 P ADS 0700 0.00 1,12785 0850409 112785 0.00 0.00 1,127.85
000050 000 12/3196 25000 P ADS 0700 0400 250,00 06/90409 25000 000 000 250,00
000051 000 12131%6 1,12036 P ADS 0700 0.00 1,12035 06/3009 1,120.86 0.00 0.00 1,120.36
000052 000 12/81/96 193750 P ADS 0700 .00 103750 06/30/09 193750 0.00 0.00 1,937.50
000053 000 0U/3197 266700 P ADS 0700 000 366700 0G/30/08 9,687.00 0.00 0.00 368700
G00054 000 DY/31/57 62587 P ADS 070D 0.00 526,87 06/30/09 506,87 0.00 000 526.87
000055 000 01/31/97 24624 P ADS 07 00 0.00 24524 0830109 24024 0.00 000 24524
000056 000 01/3187 148500 P ADS 0700 000 148500 06/3009 148500 0,00 0.00 1,485.00
000057 (000 022897 JAS500 P ADS (700 000 1,455,00 0B/30/09 1,455.00 0,00 0.00 1455.00
000058 00 0%/31/97 149748 P ADS (700 0.00 149748 06/3009 149748 000 0.00 149748
000059 000 0¥31A7 20250 P ADS 0700 0.00 20250 06/30409 20250 0.00 0,00 . 20250
000050 008 DI/INNT 15995 P ADS 0700 0.00 16995 06/30109 159.95 0.00 0.00 159.95
000084 000 04/3007 163160 P ADS 0700 0.00 158160 06/90/09 163150 0.00 0.00 1,631.50
Pags1
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ED 1H:3h GASCU, INC FAX No, 7404b4'7'180 P, 002/003
The Titan Energy Group, Inc,
Depreclation Expense Repor
As of Juna 30, 2010
Book =Tax
FYE Month =June
InSvo Acquied P Depr  Eel SalvM68Alow Deprociable  Pror PriorAcosm  Depreciation  CumentYTD  CumentAccum Koy
SysNo Ext Due Velts T Math  Lile Bac 179 Bass  Thu - Deprocialion This Run Deprecialion  Depreclation  Cude
000052 000 07/31/97 648887 P ADS 0700 0.00 648867 06/50/09 648867 < 000 000 6488.67
000083 000 07/31/97 0586 P ADS 07 00 0.00 80586 06/30/00 305,85 0.00 000 305,86
000054 000 07/31797 166000 P ADS 0700 0.0 1,660.00 0830409 1,660.00 000 000° 166000
000055 000 04/31/07 113625 P ADS 07 00 000 1,136.25 06/30/09 113625 0.00 0.00 1,136.26
00056 000 09/30097 W3 PADS 0700 0.00 14143 06/30/09 14113 0,00 0.00 #4113
000087 000 01/31/89 BB4400 P ADS 0700 0.00 BAI4,00 05/30V09 B8,844.00 0.00 800 §,844.00
000069 000 123194 1488200 P ADS 0500 0.00 138200 06/30/09 1,382.00 000 000 1,382.00
000070 000 0701193 2544531 P ADS 0500 000 2544531 063009 2544531 000 000 2544531
000071 000 07/01/82 6,007.19 P ADS 1000 0.00 809719 06/S009 8,097,19 000 000 8,097.19
000072 000 12131093 20000 P ADS 1000 0.00 20000 06/30/08 20000 0.00 0.00 20000
000073 000 01194 10,00000 P ADS 10 00 0.00 10,00000 08/30/09 10,000.00 0.00 008 10,000,00
000074 000 02/17/94 67149 P ADS 106 - 000 67148 06/30/09 M TaK 000 000 67149
000075 000 031854 1265000 P ADS 1000 0.00 126000 0&/30/09 1,250.00 0.00 000 1,250.00
000076 000 04/04/94 100000 P ADS 10 00 0.00 100000 06/30X08 1,000.00 000 000 1,000.00
000077 000 06/28/%4 14362 P ADS 10 00 0.00 14362 06/30/05 14362 000 0.00 143,62
000078 000 06/26/94 10000 P ADS 1000 0.00 10000 OR300 100.00 0.00 000 100.00
000079 000 05/28/94 250423 P ADS 10 00 000 250423 06/30/09 2504.23 0.00 0 2604.23
0000B0 000 08/09/94 37500 P ADS {6 60 0.00 37500 063009 37500 000 000 975,00
000081 00G 09084 18750 P ADS 1000 0.00 187.50 08/30/00 167.50 000 000 187,50
000082 000 03/09/84 16750 P ADS 10 00 0.00 18750 D6/30/09 18750 0.00 000 187.50
000083 000 10/17/94 30063 P ADS 10 00 0.00 33063 06/3009 390,63 0.00 0.00 39063
000084 00D 10/24/%4 S065 P ADS 1000 0,00 32965 06/30/08 32965 0.00 000 52065
£00085 000 06/30/95 {1.89219) B ADS 10 00 000 (1892.18) 0&/30/09 (1892.19) 000 000 (1,892.19)
000086 000 09/30/%5 15049 P ADS 10 00 000 10049 08/30/08 19049 000 000 18048
000087 000 02/30/95 37500 P ADS 10 60 000 37500 08/30/03 §7500 0.00 000 376,00
(00088 000 08/30/95 18760 P ADS 10 00 0.00 18750 06/30/09 18750 000 oy 167,60
000089 000 OX30/85 18750 P ADS 10 00 0.00 18750 06R0/00 167.50 000 000 187.50
000080 000 1219145 19998.28 P ADS 1000 000 . 1990028 06/30009 19,993.28 0,00 000 19.999.28
000031 000 1213145 3265 P ADS 1000 000 32865 06/30/09 82065 000 0.00 32965
000032 000 1213105 60585 P ADS 000 000 60565 06/30/09 805.85 0.00 000 60585
000083 000 12/31/95 14362 P ADS 10 00 000 14362 083019 14362 000 000 14362
000094 000 0817196 214178 P ADS 1000 0.00 273178 06/30/09 2711.78 0.00 0.00 271178
000095 000 07/31/96 19049 P ADS 1000 0.00 16049 "06/30/09 * 19049 0.00 000 19049
000035 000 08/30/06 a7nge P ADS 1000 000 37500 06/30/09 87500 000 000 375,00
000037 000 0973095 16750 P ADS 1000 0.00 18760 06/30/03 {8750 0.00 000 187.50
000098 000 09/30/96 19049 P ADS  J000 0.00 18049 0Af30/09 19049 0.00 000 18049
000089 000 (9/90/36 187.50 P ADS 10 00 000 {8750 0&/30/09 16750 000 0% 187.50
000100 000 10/2146 25000 P ADS 1000 000 250,00 06/30/0 25000 000 000 250,00
000101 000 09/30/57 (620000 P ADS 1000 0,00 (6,205.00) 06/30/09 6.205.00) 0.0 000 (6,205.00)
000102 000 0212898 266330 P ADS oo 000 285330 06/30/09 2653.30 0.00 000 285350
000103 000 09/3098 31500 P ADS 1000 0400 S1600 06/30/00 375,00 000 0.00 87500
000104 00D 09/30/38 {6750 P ADS 1000 0.00 16750 06730109 167.50 000 0.00 167.50
000105 000 09/30/08 18049 P ADS 1000 0.00 19049 OA/30/09 19049 0.00 000 . 19049
00106 000 033098 18750 £ ADS 10 00 000 107,50 06/30/09 187.50 0.00 0.00 167.50
000107 000 04/30/98 289516 P ADS 10 00 000 289516 06/30/09 2808516 0.00 0.00 2895.16
000108 000 D4/30/99 (286330) P ADS 1000 0.00 (2853.30) 06/50/09 (2853.30) 0.0 000 (2,853.0)
000108 000 0712453 85184 P ADS 1000 0.00 96164 06/30/09 47 16,13 1813 361,84
000110 000 08/30/89 420000 P ADS 100 0.00 420000 08/30/09 3,850.00 21000 21000 4,200.00
000111 000 10/31/99 420000 P ADS 1000 0.00 420000 06/30/08 3,990.00 21000 21000 4,200.00
000114 000 0717001 1248940 P NoDep 00 OO 0.00 1248040 06/30/03 0,00 000 0.00 000
000115 000 01/31/05 580028 R SLMM 4000 000 50828 06/30/03 64134 145,21 14621 78655
000116 000 02/28/05 317960 R SIMM 40 00 0.00 3,179.80 06/30:09 450 7950 7950 42400
000117 000 01/31/05 150000 A SIMM 40 00 0.00 150000 06/30/09 165.63 §750 3150 203.18
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PHED 15:3h GASLO, INC FAX No, 7404547780 P. 0027003
The Titan Energy Group, Inc.
Depreclation Expense Reporl
4 As of Juns 30, 2010
Baok =Tax
FYE Month = June
InSvo Acquired P Depr  Est  Salv/16BAllow  Deprecable Prior ProrAcoum  Degrsclafon  CumentYTD  CunentAccum  Key
SysNo Ext Dale Value T Meth Life Sec179 Besls  Twu - Deprecialion Thia Aun Deprecialion  Depreclaion  Code
000062 000 07/31/97 546887 P ADS 0700 0,00 6,4868,87 063008 6,488.87 - 000 0.00 648887
000053 000 07/31157 0585 P ADS 070D 0.00 305,86 06/30/08 305.86 0400 000 805,86
000064 000 073197 166000 P ADS 0700 0.00 156000 0%30/08 1,660.00 0,00 0.00° 1,660.00
000065 000 08/31/7 113625 P ADS 0700 000 113625 06/3009 118625 0.00 000 1,136.26
{00066 000 093097 WA PADS 0700 000 144,13 06730108 141,13 0.00 000 14118
000067 000 D1/31/39 BB4400 P ADS 0700 0.00 BB44.00 0630109 8,044.00 0.00 000 £,844.00
000059 000 12/81/94 158200 P ADS 0500 000 138200 06/30/09 1,382.00 000 0.00 1,302.00
000070 000 07/01103 2544531 P ADS 0500 0.00 2544531 08/30/09 2544531 000 000 2544534
000071 000 07/0182 009719 P ADS 1000 000 BOYT.19 063009 809718 0.00 000 8,097.18
000072 000 12/3193 20000 P ADS {DOC 0.00 20000 08/30/09 200,00 000 0.00 200,00
000073 000 01/1304 1000000 P ADS 1000 0.00 1000000 06/30/09 10,000.00 0.00 080 10,000,00
000074 000 02174 67149 P ADS 1000 ° 0.00 67148 06/30/09 67149 0.00 0.00 67149
000076 000 01804 125000 P ADS 1000 ¢.00 126000 06730403 1,250.00 090 0.00 1,260.00
000076 000 04/0494 100000 P ADS 1000 0.00 100000 06/30409 1,000.00 000 0,00 100000
000077 000 06/2654 14362 P ADS 1000 000 14262 06/30/09 14362 000 000 14362
000078 000 0&/2814 fo000 P ADS 10 D0 000 10000 0&/30/09 100.00 060 000 100.00
000078 000 06/28/94 250423 P ADS 1000 000 250423 06/30/09 250423 000 000 2,504.23
000050 000 09/09/94 37500 P ADE {000 600 37500 0630109 87500 0.0 0.00 975,00
000081 000 090994 16750 P ADS 100D 000 18750 06/30/09 167,50 000 0,00 18750
000082 000 05/09/94 18750 P ADS 1000 0.00 16750 DG/30Y08 16750 000 000 187.60
000083 000 16/17/94 30063 P ADS 1000 0.00 39063 06/30/08 480,83 0.00 .00 390,68
000084 000 10424194 52965 P ADS 1000 0,00 3965 06/3009 320,85 0.00 000 82965
000085 00D D&/30/85 (189219 P ADS 1000 000 (1882.18) 0&%30A0 (1.892.19) 0.00 000 (1,892.19)
000085 000 09/30/35 10049 P ADS 1000 000 19049 08/30/09 18049 000 000 18048
000087 000 08/30/45 3500 PADS 1000 000 37500 06000 81500 000 000 37600
000088 000 08/30495 16750 P AD5 1000 000 167.50 06/30/09 16750 000 000 182.50
000088 000 030785 18750 P AD8 {000 0.00 18750 0&/30N0d 187,50 0.00 060 187.50
000080 000 1231185 1990928 P ADS 1000 000 . 1999928 0B/30M9 19,999.28 0,00 000 19,980.28
000031 000 1213155 32065 PADS 000 0.00 32065 DG/30M3 82865 0.00 0.00 32968
000032 000 123195 60565 P ADs  joon 0.00 60585 06/30/09 605,85 0.00 000 605,85
000093 000 12/31/5 14362 P ADS  100GO 000 14362 0B/3D/03 143,62 0% 0.00 143,62
000094 000 05/17K6 271478 P ADS 1000 0.00 271178 06/30/09 2anim 000 000 271178
000085 000 07/3106 19049 P ADS 1000 0,00 10049 06/30/08 - 19049 0,00 0,060 19049
000035 000 03/30/95 7500 P ADS 1000 0.00 37500 06/30/09 87500 % 0,00 37600
000037 000 09/30%6 16750 P ADS 1000 0.00 167,50 06/30/09 16750 000 0.00 187,50
000098 000 093056 19049 P ADS 1000 000 19049 0A/30V03 19049 000 0,00 19049
000039 000 03/90/36 10750 P ADS 1000 000 18750 08/30/09 187.50 000 0.00 187.50
000100 000 121196 25000 P ADS 10 00 0.0 250,00 OA30/9 250,00 0.00 0.00 250,00
000101 000 £8/30:97 (6:20500) P ADS 1000 000 (6:205.00) 06/30/09 (6,205.00) 000 000 (6,205.00)
000102 000 02/28/38 285330 P ADS 1000 000 285380 06/30/08 2,853.30 000 000 2,853.80
000103 000 D9/30/98 37500 P ADS 1000 0.00 97600 0A/30/09 7500 0.00 0,00 37500
000104 000 03/3098 18750 P ADS 1000 0.00 18750 083009 187.50 0.00 004 18750
000105 000 03/30/38 19043 P ADS 1000 0.00 19049 06/30409 19049 0,00 000 . 19049
000105 000 £4/30/98 18750 P ADS {000 000 18750 0B/30/09 187,50 000 000 167.60
000107 000 04f3090 289546 P ADS {000 0.00 2895.15 06/30/09 289516 0.00 0.0 2895.16
000108 000 04/30/99 (285330) P ADS 1000 0.00 (2.853.30) 06/3009 {2853.30) 000 000 (2,853.30)
000109 000 07/24589 3184 P ADS 1000 0.00 961,84 06/30/09 N 16,18 18,18 561.84
000110 000 09/30%% 420000 P ADS 1000 000 420000 0G/3009 3,990.00 21000 210,00 4,200.00
000111 000 10/31/83 420000 P ADS 1000 0.00 420000 08/30/09 3.990.00 21000 210,00 4,200.00
000114 00D 077170 1248940 P NoDep 00 00 0.00 "1248940 06/30/09 0.00 000 060 0.00
000115 000 0U31/05 500628 R SLMM 4000 000 580828 06/30/09 54134 1521 14521 78655
000116 000 02/28105 317580 R SIMM 4000 000 3,179.80 04/3003 34450 7950 1950 42400
000117 000 031K 150000 R SLMM 40 00 000 150000 08/30/09 16563 8750 750 203,18
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GASCO, INC FAX No, 74045477180 P. 0037003

The Titan Energy Group, Inc.
Depreclation Expense Report
As of June 30, 2010

Book =Tax

FYE Menth =June )
InBve Acquied P Depr  Est Sal/168Allow Depreclable  Prior ProrAceym  Depreclafion  CumentYID  CumentAccum Key

SysNo Ext Date Value T Meth  Life Seg 179 Baslt  Thu Depreciation This Aun Depreclalion  Dspaclalion Code
{00118 000 12/31/05 64952 P MF200 0500 0.00 84852 06/3009 0272 o787 9787 80059 s
000119 000 0511407 1217463 P ADS 0700 0.00 17,17453 05/30/09 5,132.60 245352 245352 6,667.32
oooi20 000 071007 603140 P MF200 0500 0.00 603140 0623009 313633 1,168.03 1,150.08 429436
000121 000 D4H07 6,30000 P MF200 0500 000 630000 06/30/09 4485560 12576 128.76 521136
000122 000 1201406 350118 P ADS 0500 0,00 350118 06/30/09 1,76060 70024 70024 245084
000123 000 100407 1,20000 P MF200 0500 000 120000 063009 62400 23040 23040 854.40
000124 00O $1/3007 174365 P ADS 0500 8.0 174365 06/50/09 52310 348.73 348,73 871.83
000125 000 053107 (3825} P ADS 0700 0.00 {338,25) 0A/30/09 {12080) (4832)_ (482} {169.12) -
Grand Tolal 122,387.40 000 T2280TA0 58256854 2065764 2065751 603,226.15
Less disposals and 000 000 000 000 . 000
venslers :
Comt=0
Nel Grand Tolal 72238740 0.00 72238740 582560.54 20,657.61 20,657,684 603,226.15
b~ ——  ——§ P . e i
Coimt= 114 T
-------------------------------------------------- Report ASSUmplions - -eeocsosammannam oot ccccn et o e e
Rapott Name; Daprecialion Expense
Sourca Raport <Slandand Aepors .
Cakutation Aseumpions:
Shod Year:none
Includa Sae 168 Allowanca & Sec 178: No
Adjuctment Convantion: Nons
Ky Codss:
x  Adeprectatlon adustmeant amount s inchuided In the repariing parind,
b Theassedsbusiness-use pereniags fsleasthan 100%, |
@& Theasssthasheen dsposed,
i Theasseihasewliched froma MACRS tabla cakulation to tha MACRS fomula ealcufation.
b Theassls depeciation has bsen bmited by bixiiy eulo nisa.
m  Theassels deprecialion was calculled using the mid-quarter convention.
r Theassefsanquired value was teticed to anva <t th dapreciabla hasks,
s Thoassethascwichedfrom declong-halancs o astalghtdng,  °
t Theasselwasimnsfemed,
v, Theessethas swhehed o remalnlng valua ovar reinalning e dus to ACE. B ,
g Criteriz
Group== AllFAS Assete
Include Assets thal maet the {ollowing condiions:
ARFAS Assals
Sotted by: Syatem No, Extension
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The Titan Energy Group, Iné.
4797 - SALES OF PROPERTY
ForTaxBook FY:06
For Year Ending 06/30/2011
PAAT lIl - Galn From Dlspostion of Proparly
A Rellre GrossSalss  Cumant Accum Cost Plus Adjusted Total
SysNo Exl AssetlD Deseriplion  Dala Dals Price Depraciation Exp of Sele Basls Geln
000023 000 FleldEqupm  Ingersolk  12/31/1993 91272010 $89,269.43 $13824.00 $13,624.00 $0.00 $89,260.43
000024 000 FleidEqupm Geminl30  1201/199 922010 $4463471 $6,12.00 $6912.00 $0.00 $44834.71
000025 000 FleldEqupm  Corbn20 12341993 9422010 $11901.30 $1843.00 $1,643.00 $0.00 $11.901.30
000026 000 FleldEqupm  BlackDii  12/31/1993 9272010 $14884.70 $2305.00 $2,305,00 $0.00 $14884.70
000027 000 Field Equipm McEloyB'  121/1993 9272010 $17855.18 $2,765.00 $276500 $0.00 $17,855.18
000028 000 FleldEqupm  McElroy8'  12/1/1993 9/2/2010 $17855,18 $2,765,00 $2,765.00 $0.00 $17,055.18
000023 000 FieldEquipm Solemen40  12/31/1953 8272010 $1485.24 $230.00 $230.00 $0.00 $1485.24
000030 000 FlldEqupm 3-10HPCo  1201/199 9272010 $17,856,18 $2765.00 $2,766.00 $0.00 $17,255,18
000031 000 Field Equpm EastTenne  8/11/1894 /22010 $27,045.01 $4,168.11 $4,168,11 $0.00 $27,045.01
000033 000 FleldEqupm 8'Muslang  8/19/1397 8/22010 $39391.17 $5,10000 - $5,10000 $0.00 $39,381.17
000035 000 Pipelines ~ B&WPips 12301993 9/22010 $121280280  $16782500  $167,025.00 $000  $121289280
000036 000 Pipelines  Deerlodgs  10/31/1996 9/2/2010 $37,356,74 $5,765.26 $5,765.26 $0.00 $37,358.7
000037 0O Pipelies  CharlaYo  10/31/1996 2/22010 $1,02675 $159,00 $159,00 $0.00 $1026.75
000033 000 Pipelines  Halfbwlo 104311396 9722010 $15,191,68 $235257 $2,352.57 $000 $16,191.88
000039 000 Pipelines  HowardL. 1031499 922010 $9,297.16 $1430.73 $1439.73 $0.00 $9.297.16
000040 000 Pipalines  TenyL B 1051/19%6 922010 $9,26661 $14%5.00 $1,435.00 $000 . $9.266,58
000041 000 Pipalines Consoldal  10/31/19%6 9212010 $3%61.97 $65.96 §56,96 $0.00 $361.37
000042 000 Pipalinies ~ HulBroth  10/31/1996 9/22010 $4203393 $6500.25 $6,500.25 $0.00 $42,032.93
000043 000 Pipslines  MeJunkinA  10/311995 8/2/2010 $11a78 $1752 $17.62 $0.00 $11378
/000044 000 Pipstines  ChisGeor  1130419% /212010 $79395 $12363 - $12363 $0.00 $798.35
000045 000 Pipstines  Consoldal  11/30/19% /22010 $3,092.54 $478.67 $478.87 $0.00 $3,002.34
000046 000 Plpefires  McJunkivA 11801199 9/2/2010 $6,485.01 $1,004.25 $1,004.25 $0.00 $6,485.01
000047 000 Plpalines  HullBroth 11401956 9/2/2010 $9.944.66 $154000 $1540.00 $0.00 $9944.66
000048 000 Pipelinéa  MolunkinA  12/31/1505 9/212010 $4,75263 $736.01 $736.01 $0.00 $4,752.89
000040 000 Pipefines  HulBroth 12311996 /212010 $7,283.17 $1,127.85 $1,127.65 $0.00 §7.283.17
000050 000 Pipelines BadleyB, 123111036 922010 $151439 $25000 $250.00 $0.00 $1614.39
000051 000 Plpefines  Weatherdor  12/31/1396° 5/2/2010 " §7,23480 $1,120.36 $1,120.38 $§0.00 - $7,234.80
000052 000 Pipeflnes  HaroldSto  12/3111996 /22010 $1251164 $1,937.50 $1,937.50 $0.00 $12511.54
000053 000 Pipelines  HulBroh 311987  9/2/2010 $23,809,05 $3687.00 $3,687.00 $0,00 $23,509.05
000054 000 Pipalnes  CharlesD,  1/311997 9/2/2010 $340230 $526.87 $52687 $0.00 $3,402.30
000055 000 Pipsines  McJunkinA 17311867  9/212010 $1,583.65 $245.24 $245.24 $0.00 $1,583.65
000056 000 Pipslines  6738Plale  1/31/1997 /212010 $9,589.49 $148500 $1,485.00 $0.00 $0,589.49
000057 000 Pipelines ~ HaroldSlo  2/26/1087  9/2/2010 $9,395.76 $1455.00 $1,455.00 $0.00 $9,395.76
{0058 000 Fipetines PocketTec 3311097 922010 $967008 - $149748 $1457.48 $0.00 $9,670.08
000059 000 Pipalines  HulBroth  3/31/1997  9/212010 $1,307.66 $202.50 $20260 $0.00 $1,307.66
000060 000 Fipelines  MclunkinA 3311897 9212010 $1,09269 $15095 $159.95 $0,00 $103289
000061 000 Pipslines  HulBroth  4/904%97 /22010 $10,53552 $163150 $163150 $0.00 $10535.52
000052 000 Pipelines  EagleRese  7/31/1997 5/212010 $4190252 $6480.67 $6,480.87 $0.00 $41902.32
000063 000 Pipalines G&CSupp 7/311907 92/2010 $1.975.11 $305.86 $305.65 $0.00 $1975.11
000064 000 Pipallnes  HullBroth  7/91/1997  5/212010 $10,71956 $1,66000 $1,660.00 $0.00 $10719.55
000065 000 Pipefines  HulBroth  8/31/1007 922010 $7,33741 $1,136.25 $1,136.25 $0: $7337.41
000065 000 Pipaines ~ G&CSupp 9/30/1887  9/2/2010 91136 . 143 $141.13 $0.00 $911.36
000060 000 Vehicles  TandsmAsl 12/81/1994 Q22010 $6,924.3 $1,382.00 $1,36200 $0.00 $8,924.35
000074 000 Righs-OtWa Wilambv  217/994  G2/2010 $4336.19 $67149 $671.49 $0.00 $4,336,19
Y1B/1994 | 9212010 $8,071.96 $1,25000 $1,250.00 $0.00 $8.071.96

000075 000 Righis-OlWa ThomasHug

-
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The Than Energy Group, Irc,
4797-SALES OF PROPERTY
ForTexBook FY:06
ForYear Ending 06/30/2011

000076 000 Righls-OfWa Hayward €o 4411994 simoro $6457.57 $1,000.00 $1,000.00 $0.00 $6457,57
000077 000 Righs-OfWa oy McDan 67281994 9010 892744 $143.62 $14362 $0.00 $927.44
000078 000 Rights-Of-Wa Nookso  6omyyo04 82010 $645.76 $10000 - $100.00 $0.00 $646.76
000079 000 Rights-OfWa Eslalp of 6281934 aianip $16,171.24 $2504.23 $2504.23 $0.00 $16,171.24
000080 000 Righls-OFWa  KemelhDg 91994 gimnip $2421.59 $376.00 $375.00 $0.00 $2421,59
000051 000 Aighis:OMWa 1.0, Helds 981994 gppotp §1,21079 $187.50 $187.60 $000 $1210.79
000082 00 Rights-OF-Wa GallWorl  9M/i904  gopmpty $1.210.79 $187.50 $187.50 $0.00 $1.210.79
000063 000 Righls OF-Wa HayGlt 10171904 gjomprg $252259 $39063 $390.63 $000 $2502.52
000034 000 ights.OLWa  Platagy py 1024199 gom01p $2128.74 $32065 $32065 $0.00 $2,128,74
00006 000 Righis OFWa  Calhesins 930/1395  gjontp $1230.10 $190.49 $19049 $0.00 $1.230.10
000057 000 Rights OFWa  Konneth pa 9/30/1995  oiomnio $2421.59 $376.00 $376.00 $0.00 $2421,59
000083 000 Rights-OLWa  T.0. Helds 9301995 9frenig $1,21079 $167,50 $167.50 $0.00 $1.210.79
000089 000 Rights-OfWa  GallWony 850/1995 - pni $1.210.79 $187.50 $187.50 $0.00 $1,210.79
000030 000 Rights-OFWa  BAW Slock 12831/1995 Qormotp $129,146.72 $19.959.28 $15,999.28 $0.00 $120,146.72
000031 000 Rights-OFWa  Plalsay Py 128111995 9ior01p $2128.74 $32965 $329,65 $0.00 $2128.74
00002 000 Righis-OWa  Willam W, 12811995 2010 $391232 $605.85 $605.85 $0.00 $3912.32
000093 000 Rights-OfWa John McDan  1231/1985 qrmotp $927.44 $14362 $14362 $0.00 $927.44
000094 000 Rights OFWa £t of By 171995 ga010 $17511.60 $2711.78 $2,711.78 $0.00 $17511.50
000085 000 Rights-Ot Wa  Calhering 70111995 gamo1p $1230.10 $190.49 $19049 $0.00 $1.230.10
000036 000 Rights-OfWa  Ms, Kennat 930199  giamotp $2421,59 $375.00 $376.00 00 - 40150
000097 000 Rights-OfWa 7,0, Held 9301995  gi010 $1.210.79 $107.50 $187.50 $0.00 $121079
000098 000 Rights-OMWe.  Catharing 30199 g010 $1,230.10 $13049 $19049 $0.00 $1.230.10
000059 000 Rights-OfWa GalWorl  amvions 822010 $1210.79 $187.50 $167.60 $0.00 $121079
000100 000 Righis-OFWa  Efzahal 10211199 @010 $1614.%9 $250,00 $250.00 $0.00 $1614.39
000102 000 Rights-OFWa  Esfags of 228198 goroin $18425.38 $2853.30 $2,853.30 $0.00 $18425,38
000163 000 Rights-OkWa  Kemneth Da W19 gokofp $2421.59 $375.00 $375.00 $0.00 $2421.59
000104 000 RightsOMWa T, O, Heid 930igo8  9obpoip $1.21070 $187.50 $167,50 $0.00 $1210.79
000105 000 Righs-CFWa  Cathering 930/1998  9ppoto $1.230.10 $19049 $190.49 $000 $1.230,10
000106 000 Rights-OfWa  Gall Woyy 231998 9mdin $1210.79 $167.50 $187.50 $0.00 $1.21070
000107 000 Rights-OFWa  Esfata of 4301958 gomoi0 $18,695.69 $2,605,16 $2,895.16 $0.00 $16,695.69
000109 000 Rights-Of-Wa JnEMD  7n41999 827010 $23%61 $351.84 $361.84 $0.00 $2336:61
000110 000 Righi=-OkWa  Wrison 830199 gramatp A om0 $4,200.00 $0.00 $27,121.79
000111 000 Rights-OkWa  Wiliam J, 10311999 922010 12179 $4,20000 $4,200.00 $0.00 $27121.79
000118 000 Flold Equipm  MethanalP 120312005 g/2i01p $5,405.83 $825.05 $845.52 $24.45 $5.461.37
000419 000 Plpelines  Rigplaca2p S142007  arrenip $110.906.35 $9,814,08 $17,17463 $7.360.55 $103545.80
000120 000 Fleld Equiom 210 Bars) Tho2007  somoip $30,948,19 $e1m $6,031.40 $1,380.63 $37558.65
000121 000 Fleld Equipm  AMS Model 432007 o) $40,682.68 $5574.24 $6,300.00 $725.76 $39.956.52
(00123 000 Field Equipm  Electrio s 1042007 0010 $7,749.08 $92352 $1,200.00 $276.48 $747260
Total $232980269  $350080.35 $355,857.23 $977668 * $231402581

Secllon 1245 Property

Caplal Qaln . Ordinary Galn

000023 000 Field Equipm ~ Ingayseyt. . $75445.43 $13824.00
000024 000 Field Equipm  Gemini 30 $3r722.1 $6912.00
$10,058.30 $184300

000025 000 Fleld Eqiom ~ Gorhin 29

000026 00 Fiekd Equipm Black D $12579.,70 $2305.00

00027 000 Fikd Equipm oty g $15000.18 $2765.00
- 000028 060 Rl Equipm McBroy 6" ‘ $15090.18 $2765.00

000023 000 Flald Equpm  Soleman 40 $1.255.24 $230.00




The Titan Energy Group, Inc.
4797 - SALES OF PROPERTY
ForTaxBook FY:06
For Year Ending 06/30/2011

Paga 3

000030 000 Flekd Equipm
000031 000 Fleld Equipm
000033 000 Field Equipm
000035 000 Fipalines
000036 000 Pipefines
000037 000 Pipsfines
000039 000 Pipefines
000039 000 Plpafines
000040 000 Pipsfines
000041 000 Pipelines
000042 000 Pipelnes
000043 000 Pipellnes
000044 GO0 Pipotines
000045 000 Pipelines
000046 000 Pipelines
000047 000 Fipafines
000048 000 Pipslines
000049 000 Pipslines
000050 000 Pipelnes
000051 000 Pipslines
000052 000 Plpalines
000353 000 Pipelines
000054 000 Pipelinss
000055 000 Ppalines
000035 000 Pipelines
000057 000 Fipelines
000058 000 Fipelines
000059 000 Pipelines
000060 000 Plpelines
000061 000 Pialines
000062 000 Pipslines
000063 000 Pipellnes
000064 000 Plpelines
000065 000 Phalines
000086 000 Pipslines
000059 000 Vehlcles
000074 000 Righls-OfWa
000075 000 Righls-OkWe
000076 000 Rights-Of Wa
000077 000 Rights-OfWa
000078 000 Rights-OlWa
000079 600 Rights-OkWa
000080 000 Rights-OMWa
000081 000 Rights-OfWa
000062 000 Rights-Of-Wa
(00083 000 Rights-Of-Wa
000084 000 Righis-Of-Wa
000086 000 Righls-Of-Wa
000067 000 Rights-Of-Wa
000088 000 Rights-OfWa

310HPCo
East Tenna
6 Mustang
B&WPipa
DeerLodge
Chatlia Yo
Haltibwlo
HowardL
TemyLB
Consolidal
Hul Broth
MeJunkin/A
Chiis Geor
Consolidal
ModunkivA
Hull Broth
MeJunkivA
Hull Broth
Bradley B,
Weatherfor
Harold Slo
Hudl Broth
Charles D,
Medunki/A
6788 Plale
Harold Sto
Pockel Tec
Hull Broth
Medunkin/A
Hu Broth
E&gla Aese
G&CSup
Hull Broth
Hull Broth
G&C Sup
Tandem Axl
Willam lv
Thomas Hug
Hayward Co
John MeDan

~Norfolk s0

Estals of
KennethDa
T.Q. Helds
Gall Worl)
Hany Gif
PlaleauPr
Catharine
KennethDa
1.0, Halda

$15090.18
$22855.90
$33.291.47
$1,025,067.80
$31,673.45
$667.75
$12839.31
$7857.43
$7.83161
$305.41
$35524,68
$56.16
$674.72
$261347

§548076

$8404.66
$4016.82
$6,155.92
$1365430
$5.11444
$10574.04
- $20,12205
$287643
$1338.41
$8,10449
$7940.76
$8,172.60
$1105.6
307294
$8.904.02
$35413.45
$1,669.25
$3,059.56
$6201,16
$770.23
$7542.36
$3664.70
$6,821,96
$5457.57
$78362
§545.76
$13,667.01
$2|o45059
$100.29
$1023.29
$2,131.89
$1,799,09
$1,030.61
$2.046.59
$1,023.29

$2,765.00
$4,188,11
$6,100.00
$167,825.00
$6,785.25
$150,00
$2352.57
$143073
$1435.00
$55.95
$6,500,25
$17.62
$123.63
$478.67
$1,004.25
$1,540.00
$736.01
$1,127.85
$250.00
$1,120.3
$1937.50
$3,657.00
$596.87
$245.24
$1485.00
$1,455.00
$1457.48
$202.50
$150.95
$1,631,50
$6,486.67
$305.86
$1650,00
$1,136.25
$141.13
$1,382.00
$671.49
$1,250,00
$1,000.00
$143.62
$100,00
$2504.23
$375.00
$187.50
$167.60
$390,69
$329.66
$190.49
$375.00
$187.50




The Titan Energy Group, lnc.

4797 - SALES OF PROPERTY
ForTax Book FY:06

ForYear Endng 06/30/2011
000089 000 Rights-OFWa  Gall Wortl $1,023.29 $167.60
000090 00D Righls-OkWa  BAW Stock $109,147.44 $19,999.28
000091 000 Rights-OfWa  Plateau Pr $1,700.09 $320,65
000032 000 Righls-OlWa  Wilam W, $3,306.47 $605.85
000093 000 Righls-OfWa  John McDan $783.82 $14362
000094 000 Righls-OlWa  EstofBru $14,709.72 $2711.78
000095 000 Righls-OlWa  Catherine $1,00061 $190.49
000095 000 Rights-OFWa  Mr, Kennet $2,04659 $375.00
000097 000 Righis-OkWa T.Q.Held $1023.29 $187.50
000098 000 Righis-OfWa  Catherine $1,039.61 $190.49
000099 000 Righls-OfWa  Gall Wortl $1,023.29 $187.50
000100 000 Righls-OlWa Elzsheth $1364.99 $250,00
000102 000 Righls-OfWa Estatacf $16572.08 $2,853.30
000103 000 Rights-OfWa  KennathDa $2,046.59 $375.00
000104 000 Rights-OtWa T.Q. Held $1,023.29 $187.50
000105 000 Righis-OkWa  Catherine $1,03961 $190.49
000106 000 Rights-OFWa  Gall Worll $1,020.29 $187.50
000107 000 Rights-OFWa  Estals of $15,80053 $2895.16
000109 000 Righis-OFWa  Jon E McD $191411 $361.84
000110 000 Righls-OfWa Wison& B $2202179 $4,200,00
000111 000 Righls-OlWa  Willam J, $2292179 $4.200.,00
000110 000 FleldEqupm  Msthanol P $4.636.31 $825.06
000119 000 Pipalnes  Replace 20 $93,731.72 $9814.00
000120 000 Fleld Equipm 210 Bamel $32916.78 $4641.77
000121 000 FleldEquipm  AMS Model $34,302.68 $6574.24
000123 000 FleldEquipm  Elactric S $6,540.08 $923.52
Total $1,963945.46 $350,080,35
Saction 1250 Propaity

(00000 000 Buldings  LendB&W 12311993 of2nio $1037271 $0.00 $3,000.00 $3,000,00 $t6a721t
(00010 000 Buldings *  BuldngB  12/31/1893 922010 $09653.20 $6205.99 $16,432.00 $7.226.01 $02427.19
Tolal $119,025.91 $8.205.99 $18432.00 $10,226.01 $108,709.90

{e) ] (o) {4 {e) ) (@

Addl Depr Smeller of T.Galn Minus Addt] Depr Smaller of Sacilon 201 Ordinary Gain
alter 12775 {a}or T.Geln Column (a) 11701276 {o)or(d} Amotint {b)+{e)+ ()
000009 000 0.00 0.00 1637271 000 000 0.00 0.00
000010 000 0.00 00 92427.19 000 000 1641.20 1641.20
Saclion 1252 Properly

Retira GmssSales  Cumant Accum Cost Plus Adjusted Total

SysNo Ext AssallD Desciption ~ Dale Data Price Depreciation Expof Sale Bads Galn
Tolal $0.00 $0.00 $0.00 $0.00 $0.00

Saction 1254 Properly




. Pags 6
The Titan Enargy Group, Inc,

4797 - SALES OF PROPERTY
ForTaxBook FY:05
For Year Ending '06/30/2011
Tolal $0.00 $0.00 $0.00 $0.00 $0.00
Section 1255 Property
. Tola! $0.00 $0.00 $0.00 $0.00 $0.00
Total Galns for All Properties $2422825.71
Ordinary Gaing {to Past I} ina 13) $351,721,55
Capita) Galns (to Past!, Tne ) $2071,104.16
PART | - Salas or Exchanges of Properly Held More Than 1 Year
' Acq Rl GrssSalss  CureAccum  CostPlus
Sysho Ext Asset(D Descriplion  Dale Dals Pilca Depreciation Exp of Sals Galn or {Loss)
000085 000 Righls-OfWa Adusiment  GR/1995  GRA010 ($12218.95) ($1.892.19) ($180219)  ($12218.95)
000108 000 Righls-OfWa Eslateol  4/50/19%9 Q212010 {$18.425.38) {$2853.30) ($285330)  ($18A25.38)
000125 000 Pipelnes  llemsRelu  5/3112007 5/Z12010 ($2,184.27) ($193.28) {$338.25) ($2.030.30)
Toldl ($32,828.60) ($4.938.77) (§5.083.74) ($32,683,69)
Galn, ey, rom ine 32, from olher than castally ndthel = - mccec e e mmm e e e 207110416
Addfines 2 through 6. Enter galn o (loss) hera and on the epproprials ne of your relUm «wv e e ccemmmomcaocmmomaaee $2,038,420.53
PART If - Ordinary Galns and Losses
Acq Retirs GrossSales  Current Accum Cost Plus
SysNo Ext AsseflD Descriplion ~ Dale Date Prica Depraclation Exp of Sels Galn or {Loss)
Tetal $0.00 $0.00 $0.00 $0.00
Loss HAWROMING T cmmmmmmmmmemo e oo e e n s s mcm e mm e (SN $0.00
Galn,llany, from kne 7, or amount from Bne B, applicabls.  —--emevwmccmauaaas e esmemm———— oo $000
Galn, any, fomiNe 3]  cecemmesmmecccmmmmemm e ceemcmamssm e aame s ms - PRI $351,721.56
Combina lines 10through 16, Enter galn or (loss) here and on the appropriats lne ofyoumtum et — e mm—————— $351,721.85
----------------- semmeummrecoonosenenooncunas s Coloulalion ASSUMPLIONS <<= <= se oo mo s semomomemanmm e me s s m s s s
Book St Years Midquarter Convenlon Adjusiment Convention Include Sac 168 Allow & Sec 179
Tax M) (N None N
------------------------------------------------ Pssel GroupingSorlng --==-================-=sssmmeessemssscsaceenos
Group: <Al FAS Assels>

Include Assats that meet the following condilons;




‘adger Trial Balance for Period Ending 6/30/2010
The Titan Energy Group, Inc. (TEG)

Description Debit Credit
Accumtrlated Depletion 226,3008.32
, Accumulated Depreclation 386,182,02
" 110-0000-10 Accumulated Dapr. Ohlo County 125,441.06
111-0001-00 Accumulated Amortization 8,321,654
124.0001-00 Investment- Gasco, Inc. 95,00
131-0002-00 Chacking Acct. - FNB General-Closed 0.00
131-0003-00 Checking Acct. - FNB Dlst, 0.00
131-0004-00 Checking Acct, - Key Bank Gen. 0.00
131-0005-00 Checking Acct.-Community-General 13,855.22
134-0001-00 Deposlt-Workers Compensation 1,000.00
134-0002-00 Deposi-Ulilities 731.08
142-0001-00 Accounts Recalvable<Trade 2,455,64
142-0001-10 AR Perdue Farms 2,145.90
142-0003-80 Disiributlon Deficits 0.00
146.0001-00 Accls, Rec.-Fred A, Siesls ' 0.00
146-0004-00 Accts, Rec.-GDS) Kane 0.00
1486-0006-00 Accts. Rec.-Gasco, Inc, 1,565.00
146-0007-00 Accls, Rec.-GDS| Chio 237,381,22
146-0008-00 Accts, Rec.-GDSI WV 0.00
146-0009-00 Accls. Rec.-GDSI-lellico 5,760.00
146-0010-00 Accts, Rec.-GDSI-Albany 740,682.00
146-0011-00 Accts. Rec.-GDSI Claysvile 0.00
146-0012-00 Accls, Rec.-GDS| Fentress 20,234.44
146-0013-00 Accts, Rec.-GDS)-Byrdstown 287,889.74
146-0014-00 Acctts, Rec. EAC 0.00
146-0015.00 Accts, Rac., Upper Cumberland 0.00
146-0016-00 Accts, Rac.-E.M.S.. 85,162.71
146-0017-00 Accts, Rec,-Lakeslda Natural G 0.00
146-0021-00 Accts. Rec, Ohlo County 168,173.88
Current Assets: ~ 1,398,057.95  024,427.83
inventory & Prepald itams
154-0000-00 Inventory 0.00
165-0001-00 Prepald Plpalina Costs 0.00
165-0002-00 Prepeld Interest Polnts 0.00
165-0003-00 Prapald Comm. & Marine Ins. 3,535.74
165-0004-00 Prepald Vehkle Insurance 0,00
165-0007-00 Prepsld Dir. & Officers Ins. 687.73
185-0007-10 . Prepald Dir. & Offlcer Ins.-OC 0.00
185-0008-00 Prepald Office Machine Maint. 93.97
185-0009-00 Prepald Gas Costs-EDF Trading 2,987.00
165-0010-00 Prepald Legal Expenses 10,000.00
180-0000-00 Cash Transfers 0.00
Inventory & Prepald items: 17,304.44
Equity
201-0000-00 Common Stack 100.00
204-0000-00 Preferred Stock 0.00
216-0000-00 Retalned Eamings 1,476,774.63
Equity: 1,476,874.63
Current Liabllitlas
231-0001-00 N/P - Bank One 0.00
231-0002-00 N/P - First Natlonal Bank 0.00
231-0003-00 N/P - De Lags Lenden Financlal 0.00
231-0004-10 N/P - Gordon R. Brothers 0.00
231-0005-10 NP - Kenneth D. Magyar D.00
231-0006-00 N/P ERS Inc. 0.00
Page: 1

RunDate: 10/22/2010 4:41:27PM

G/ Dats: 10/22/2010 User Logon: TLK



éager Trlal Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Description Debit Credit
/232-0001-00 Accounts Payable-Trade 11,128,368
V- 232-0002-00 Dividends Payable 0.00
" 232-0009-00 Accts, Pay.-Eagle Energy Partners 0.00
232-0010-00 Accls, Pay,-USP, Inc, 118,000.00
236-0002-00 Accrued Taxes-Ohlo Franchise 0.00
236-0003-00 Accrued Taxes-Tennessea Franchise 9,534.83
236-0004-00 Accrued Federal Incoma Tax a.00
238-0010-00 Accrued Real & Personal Proper 89,835.17
236-0330-00 Accrued Severance Tax-Ohlo | 0.00
2356-0331-00 Accruad Severanca Tax-Tenn 35,262.36
236-0332-00 Accrued Back-Up Withholding 0.00
242-0001-00 Undistributed Production 5,138.08
Current Liabllities: 265,898.80
Properly & Equipment
301-0000-00 Organizational Costs 8,321.54
320-0000-00 Rights-OF-Way 56,048.76
320-0010-00 Rlghts-TTEG 0.00
321-0000-00 Land 12,489.40
322-0000-00 Buildings 106,280.82
322-0001-00 Leasshold Improvements 28,946.48 -
323-0000-00 Producing Gas Wells 2009,298.00
324-0000-00 Pipelines 262,808.82
324-0001-00 Feirfield Plpeline 0.00
326-0001-00 Fleld Equipment 74,808.21
326-0002-00 Vehicles 1,382.00
326-0003-00 Cffice Equipment 5,276.23
332.0000-10 Ohlo County Pipsline 166,025.00
Property & Equipment: 931,685.37 0.00
Other Assets
'282.0000-00 Defarred Income Tax 256,982,79
Other Assets: 256,982.79 0.00
Incomae Statement
403-0001-00 Depreciation Expense 19,689.19
403-0001-10 Depraciation Exp.-Ohlo County 11,068.33
403-0002-00 Depletion Expanse 14,158.07
405-0000-00 Amoriizatlon Expense 0.00
408-0001-00 Frenchise Tax 310.00
408-0002-00 R/E & Personal Property Tax 3,877.58
408-0002-10 R/E & Personal Properly Tax 999,47
400-0001-00 Income Tax Provislon 0.00
410-0000-00 Prov, for Deferred Income Tex 0.00
417-0001-00 Working Interest Incoms 94,387.13
417-0001-10 Worklng Interest Inc-Ohlo 0.00
417-0002-00 Overlding Royalty 525.80
417-0003-00 Operaling Expense Incoma 0.00
417-0004-00 Transportation Income 38,132.37
417-0004-10 Transporistion Income-Ohlo Co. 34,115,583
417-0005-00 Compresslon income 21,222.00
417-0008-00 Gas Marketing Income 0.00
418-0001-00 Rent Income 9,600.00
418-0000-00 interest Income 0.00
421-0000-00 Miscellaneous Income 343.94
421-0001-00 Management Fes-EAC 0.00
421-0002-00 Management Fes-Upper Cumberian 0.00
421-0003-00 Dabt Forglveness income 0.00
Page: 2
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¢ Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Dascription o Debit Credit

Manegement Fes-Energy Manageme 0.00
421-0010-00 Galn(Loss) On Ssle Of Property 900.00
431-0000-00 Interest Expense 110.00
431-0000-10 Interest Expense-Chio County 0.00
438-0000-00 Praferred Dividends Pald 0.00

Income Statement: 50,212.64 198,226.77
Operating Expenses
713-0001-00 Well Operating Expenses 6,910.14
713-0001-10 Plpaline Operaling Expenses 313.65
713-0100-00 Pipaline Maintenance 13,976.72
713-0100-10 Pipaline Maintenance-Ohlo Ca. 0.00
713-0200-00 Pumper Expense 0.00
713.0300-00 Leasa Maintenance 547.87
713-2000-00 Chart Exp: Lowe #1 0.00
713-2000-02 Maint & Rep Lowa #1 0.00
713-2000-03 Advalorem Taxes Lows #1 0.00
713-2001-00 Chart Exp: Whitt #1 0.00
713-2001-02 Maint & Repalr Whilt #1 0.00
713-2001-03 Advalorem Texes Whilt #1 0.00
713-2002-00 Chant Exp; Cowhick #1 0.00
713-2002-02 Meint & Repalr Cowhick #1 0.00
713-2002-03 Advalorem Taxes Cowhick #1 0.00
713-2003-00 Chart Exp: Rice Farms #1 0.00
713-2003-02 Malnt & Repalr Rice Farms #1 0.00
713-2003-03 Advaloram Taxss Rlcs Farms #1 0.00
713-2004-00 Chart Exp: Blddinger, Jr. #1 0.00
713-2004-02 Malnt & Rep Biddingar #1 ., 0.00
713-2004-03 Advalorem Taxes Biddinger Jr. 0.00
713-2005-00 Chart Exp: Biddinger, Sr. #1 0.00
713-2005-02 Maint & Rep Blddinger Sr#1 0.00
713-2005-03 Advalorem Taxes Blddinger Sr 0.00
713-2006-00 Chart Exp: Rose #1 0.00
713-2006-03 Advalorem Taxes Rosa #1 0.00
713-4000-00 Chart; Bap Philiips Helrs #1 0.00
713.-4000-01 Perts: Ben Phillips Helrs #1 0.00
713-4000-02 Malnt & Rep Ben Phillips Helrs 0.00
713-4001-00 Chart: McCampbell #1 0.00
713-4001-01 Parts McCampbell #1 0.00
713-4001-02 Msaint & Repalrs McCampbell #1 0.00
713-4002-00 Chart: Samusl W, Jones #1 48,00
713-4002-01 Parts Samuel W. Jones #1 - 0.00
713-4002-02 Malnt & Rep Samuel W. Jones #1 0.00
713-4003-00 Chart: Stagg Helrs #1 0.00
713-4003-01 Parts Stagg Helrs #1 0.00
713-4003-02 Malnt & Repalrs Stagg Halrs #1 0,00
713-4004-00 Chart: Olmstead Overion #2 48.00
713-4004-01 Parts Oimstead Overton #2 0.00
713-4004-02 Maint & Rep Olmstead Overfon 2 0.00
713-4005-00 Chant: Olmstead Overton #5 36.00
713-4005-01 Parts Olmstead Overton #5 0.00
713-4005-02 Maint & Rep. Olmstead Overton 0.00
713-4006-00 Chart; Olmstead Overton #3 0.00
713-4006-01 Parts Oimstead Overton #3 .0.60
713.4008-02 Malnt & Rep Olmstead Overton 3 0.00
713-4007-00 Chart: Olmstead Overton #4 48.00
713-4007-01 Parts Olmstead Overton #4 0.00
Page: 3
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K

._ ger Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

G/L Data; 10/22/2010

Dascrption Debit Credlt
rating Expanges

1 Maint & Rep Olmstead Overton 4 0.00
7:713-4008-00 Chart; Davis Jones #1 0.00
P 713-4008-01 Parts Davls Jones #1 0.00
713-4008-02 Main! & Repairs Davis Jones #1 0.00
713-4009-00 Chart: Back Kasper Elal #1 0.00
713-4008-01 Parls Back Kasper Etal #1 0.00
713-4000-02 Maint & Rep Back Kasper Etal 1 0.00
713-4010-00 Chart: Chas Raynolds Etal #1 0.00
713-4010-01 Parts Chas Reynolds Etel #1 ' 0.00
713-4010.02 Malnt & Rep Chas Reynolds Etal 0.00
713-4011-00 Chart: Bemard Wojtaslak #1 0.00
713-40%1-01 Paris Bemard Wojtaslak #1 ’ 0.00
713-4011-02 Malnt & Rep Bernard Wojtasisk 0.00
713-4012-00 Chart: Joe Philllps #2 0.00
713-4012-01 Parts Joa Philiips #2 0.00
713-4012-02 Maint & Rep Joe Phillips #2 0.00
713-4013-00 Chart: Peltz Helrs #2 0.00
713-4013-01 Paris Peltz Hells #2 T 000
713-4013-02 Miant & Repalrs Peltz Helrs #2 : 0.00
713-4014-00 Chart: Darmofal Davis #1 6.00
713-4014-01 Parts Darmofal Davis #1 0.00
713-4014-02 Malnt & Rep Darmofa! Davis #1 o.00
713-4020-G0 Chart Expense Wade Nance 0.00
713-4100-00 Chart: Victor Needam #1 0.00
713-4100-01 Parts Victor Nesdam #1 0.00
713-4100-02 Maint & Rep Victor Needam #1 0.00
713-4101-00 Chart: Truman Melton #1A 0.0
713-4101.01 Parts Truman Melton #1A 0.00
713-4101-02 Maint & Rep Truman Meiton #1A 0.00
713-4102-00 Chart: Gordon Burghardt #1 0.00
713-4102-01 Paris Gordon Burghardt #1 0.00
713-4102-b2 Malnt & Rep Gordon Burghardt 1 0.00
713-4103-00 Chanl: Teylor Adkins #1 48,00
713-4103-01 Parts Taylor Adkins #1 0.00
7134103-02 Malnt & Rep Taylor Adkins #1 0,00
713-4104-00 Chart: Duncan Needham #1 0.00
713-4104-01 Parts Duncan Needham #1 0.00
713-4104-02 Malint & Rep Duncen Nesdham #1 0.00
713-4105-00 Chart: Truman Melton #2 [ ) 0.00
713-4105-01 Paris Truman Melton #2 0.00
713-4105-02 Malnt & Rep Truman Melion #2 0.00
713-4106-00 Chart; Enos Robbins #1 0.00
713-4108-01 Paris Enos Robbins #1 0.00
713-4106-02 Malint & Rep Enos Robbins #1 0.00

713-4107-00 Chart: Chester Huling #1 0.00 ‘
713-4107-01 Parts Chester Huling #1 0.00
713-4107.02 Malnt & Rep Chester Huling #1 0.00
713-4108-00 Chart: Whitehaed Hinsley #1 0.00
713-4108-01 Paris Whitehead Hinsley #1 0.00
713-4108-02 Meaint & Rep Whitehead Hinsley 0.00
713-4109-00 Chart: Samuel Jonas #2 14.00
713-4109-01 Parls Samue) Jones #2 ) 0.00
713-4109-02 Malnt & Rep Ssmuel Jones #2 0.00
'713-4110-00 Chart: Hugh Leach #1 040
713-4910-01 Parts Hugh Leach #1 0.00
713-4110.02 Malnt & Repairs Hugh Leach #1 0.00

Run Date: 10/22/2010 4:41:27PM Pege: 4

UsarLogon: TLK
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P2i5er Trial Balance for Period Ending 6/30/2010

GASCO, INC

FAX No, 7404547780

P, 001

The Titan Energy Group, Inc. (TEG)

A Dascription Debit Credit
reting Expenses

3-4111-00 Chart: Davis Stagg McGill 48,00
713411101 Farts Davis Stagg Megll 0.00
718-4111-02 Msint & Rep Davis Stagg Meglit 0.00
713-4170-00 Chan: Amco Mastar 40,00
713-4300-00 Chert: Plateau Prop #1 0.00
713-4300-01 Pans Platasu Prop #1 0.00
713-4300.02 Maint & Rep Plateau Prop #1 0.00
713-4301-00 Chant: D. Galbraith EGI 0.00
713-4301.01 Parts D, Galbraith EGI 0.00
713-4301.02 Maint & Rap D, Galbraith EGI 0,00
713-4302-00 Chert: Grifiith Howard #1 0,00
713-4302-01 Parts Groffith Howard #1 0,00
713-4302-02 Malnt & Rep Griffith Haward #1 0.00
713.4303.00 Chart; A. Davidson #2 0.00
713-4303-01 Parts A. Davidson #2 0.00
713-4303-02 Maint & Rep A. Davidson #2 0.00
713-4304-00 Charnt: D, Gatbraith #1 0.00
713-4304-01 Parts D, Galbralth #1 0.00
713-4304-02 Malnt & Rep D. Galbraith #1 0.00
713-4305-00 Chartt G. Tumar Howard #1 0.00
713-4305.01 "Parts G, Tumar Howard #1 . 000
713-4305-02 Maint & Rep G. Tumer Howard 1 Q.00
713-4400-00 Chart; Faust #5 0.00
713-4400-01 Pans Faust #5 0,00
713440002 Maint & Repalrs Faust #5 0.00
713-4401-00 Chart: Faust #6 0.00
713-4401-01 Pans Faust #6 0.00
713-4401.02 Muint & Repalrs Faust #8 0.00
713-4402-00 Chart: Plal Propt #B-1 0.00
713-4402-01 Paris Plat Propt #8-1 0.00
713-4402-02 Maint & Rep Plal Propt #8-1 0.00
713-4403-00 Chart; Plat Frop #A-1 0.00
713-4403-01 - Pans Plat Propl #A-1 0.00
713-4403-02 Maint & Rep Plat Propt #A-1 0.00
713-4404-00 Chart: Plat Propt #C-1 0.00
713-4404-01 Pearts Plat Propt #C-1 0.00
713-4404-02 Malnt & Rep Plal Propt #C-1 0.00
713495000 F. Danmofal #1 Ol Wall Exg. 0.00
713-4951-00 H, Remkas #1 Oll Well Exp, 0.00
713-4852-00 Smarsh-Smarsh #1 Ot Well Exp, 0.00
713-4853-00 Smarsh-Smarsh #2 Oil Well Exp. 0.00
713-4954-00 Smarsh-Smarsh #3 Oil Well Exp, 0.00
713-4855-00 Smarsh-Smarsh #4 Olf Well Exp, 0.00
713-4956-00 Smarsh-Smarsh #5 Oil Well Exp, 0.00
713.4957-00 Gerrard-Phillips-Biaschak # 0.00
713-4958-00 Paitz Halrs #4 O} Well Exp. 0.00
713-4950-00 Dammofs) Helrs Etal 38W Ol We 0.00
713-4560-00 Obra Simpson #1 Oll Well Exp, 0.00
7134961-00 McGll-McGampbell #1 Olf Well 0,00
713-4862-00 Frasls-Plateau #1 Ol WEIl Exp 0,00
713-4963-00 Bamett #1 Ol Well Exp, 0.00
713-4564-00 Bamard Wojtasiak #1 O Well , 0.00
713-4955-00 Danlel C, Beaty #1 Ol Well Ex 0.00
713-4966-00 Poore Etal #1 Ol Well Exp. 0.00
723-0005-00 Conlract Lebor 30,424.33
723.0005-10 Contract Labor-Ohlo County 6,981.56
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dger Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Description Dabit Cradit
rating Expenses

Gas Cosls-Atmos Energy Mark. 0.00
730-0002-00 Gas Cosls Eagle Energy Partner 0.00
771-0000-00 Offica Supplies-TTEGQ 0.00
771-0001-00 Office Supplles 1,862.97
771-0002-00 Recording Feses 0.00
771-0003-00 Bank Cherges §6.00
771-0004-00 Office Malntensnce & Repalrs 1,721.09
712-0002-00 Legal Expense . 35,571.68
772.0002-10 Lega! Expense-Chlo County 0.00
773-0001-00 Property Insurance 4,538,862
777-0001-00 Dues & Subscriptions 100.00
777-0002-00 Advertising Expsnse 250.00
777-0003-00 Mesls 151.85
777-0004-00 Telephone 2,615.97
777-0004-10 Telephone Exp-Ohlo County 909,66
777-0005-00 Travel 0.00
777-0006-00 Utllitles Expense 1,625.78
777-0008-00 Officers Life Insurance 3,400.54
777-0010-00 Ranls 309.28
771-0011-00 Auto Expense 7,887.07
777-0012-00 Vehicle Allowance 4,400.00
777-0013-00 Miscellanecus Expense 0.00
771-0016-00 Seminars & Reglstratlon Faes 0.00
778-0000-00 Bad Dabts 0.00
800-0001-00 Management Fee 86,391.35

Opaerating Expenses: 271,284.84

Report Total: ~ 2,866,428.03
e e—

2,866,428.03
e

Run Date: 1072212010 4:41:27PM
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‘ adger Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Descilption Dabit Credit
{rant Assets
7l Accumtlated Depletion 228,308.32
410-0000-00 Accumulatad Depreciation 396,182.02
110-0000-10 Accumulated Depr. Chio County 125,441.06
111-0001-00 Accumulated Amortization 8,321.54
124-0001-00 Investment- Gasco, Inc. 85,00
131-0002-00 Chacking Acct. - FNB Genersl-Closed 0.00
131-0003-00 Checking Acct. - FNB Dist, 0.00
131-0004-00 Checking Acct, - Key Bank Gan, 0.00
131-0005-00 Chacking Acct.-Community-General 13,855.22
134-0001-00 Deposlt-Workers Compsnsation 1,000.00
134-0002-00 Dsposli-Utliities 731.08
142-0001-00 Accounts Recelvable-Trade 2,455,64
142-0001-10 AJR Perdus Farms 2,145.80
142-0003-00 Distributlon Deficlls 0.00
146-0001-00 Accls, Rec-Fred A, Steels 0.00
146-0004-00 Accts, Rec.-GDS| Kana 0.00
148-0008-00 Accls, Rec.-Gasco, Inc. 1,865.00
146-0007-00 Accls, Rec,-GDSI Ohlp 237,381.22
146-0008-00 Accts, Rec.-GDSI WV 0.00
146-00038-00 Accls, Rec,-QDSI-lsllico 5,760.00
146-0010-00 Accts, Rec,-GDSI-Albany 740,6882.00
146-0011-00 Accts, Rec.-GDSI Claysvills 0.00
146-0012-00 Accls, Rec.-GDS| Fentress 20,234,44
146-0013-00 Accts, Rec,-GDSI-Byrdstown 287,889.74
146-0014-00 Accts, Rac. EAC 0.00
146-0015-00 Accts, Rac, Upper Cumbarland 0.00
146-0016-00 Accts, Rec.-E.M.S.l 85,162.71
1486-0017-00 Accts, Rec,-Lakesida Naturel G 0.00
146-0021-00 Accts. Rec, Ohlo Caunty 168,173.89
Currant Assets: ~ 1,398,857.05  024,427.83
inventory & Prepald Itams
154-0000-00 Inventory 0.00
165-0001-00 Prepald Pipsline Costs 0.00
165-0002.00 Prepald Interest Points 0.00
165-0003-00 Prepald Comm. & Marine Ins. 3,535.74
165-0004-00 Prepald Vehkcle Insurance 0.00
165-0007-00 Prepald Dir. & Officers Ins. €87.73
165-0007-10 Prapald Dir, & Officer Ins,-OC 0.00
185-0008-00 Prepald Offlce Machine Maint. 93.87
185-0008-00 Prepald Gas Costs-EDF Trading 2,987.00
165-0010-00 Prepaid Lega! Expenses 10,000.00
180-0000-00 Cash Transfers 0.00
Inventory & Prepald items: 17,304.44
Equity
201-0000-00 Common Stack 100.00
204-0000-00 Preferred Stock 0.00
216-0060-00 Retalned Eamings 1,476,774.83
Equity: 1,476,874.63
Currant Liabllitles
231-0001-00 N/P - Bank One ‘ 0.00
231-0002-00 N/P - First Natlonal Bank ) 0.00
231-0003-00 N/P - De Lage Lenden Financial .00
231-0004-10 N/P - Gordon R. Brothers 0.00
231-0005-10 N/P - Kenneth D. Magyar 0.00
231-0006-00 NIP ERS Inc. 0.00
Page: 1
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Pliger Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Dascription Dablt Credlt
rating Expenses :

Maint & Rep Olmstead Overton 4 0.00

Chart: Davls Jones #1 0.00
713-4008-01 Parts Davis Jones #1 0.00
713-4008-02 Main! & Rapairs Davls Jones #1 0.00
713-4000-00 Chart: Back Kasper Etal #1 0.00
713-4005-01 Paris Back Kasper Etal #1 0.00
713-4009-02 Maint & Rep Back Kasper Etal 1 0.00
713-4010-00 Chart; Chas Reynolds Eal #1 0.00
713-4010-01 Parts Ches Reynolds Etal #1 ) 0.00
713-4010-02 Maint & Rep Chas Reynolds Etal 0.00
713-4011-00 Chart: Bernard Wojtaslak #1 0.00
7134011-01 Paris Bemard Wojtaslak #1 0.00
713-4011-02 Malnt & Rep Bernard Wojtasiek 0.00
713-4012-00 Chart: Joe Phillips #2 0.00
713-4012-01 Parts Jos Phillips #2 0,00
713-4012-02 Malnt & Rep Joe Phillips #2 0.00
713-4013-00 Chart: Peltz Helrs #2 0.00
713-4013-01 Parts Pelix Halls #2 0.00
713-4013-02 Miant & Repalrs Peltz Helrs #2 0.00
713-4014.00 Chart: Darmofel Davis #1 0.00
713-4014-01 Paris Darmofal Davis #1 0.00
713-4014-02 Maint & Rep Darmofal Davis #1 0.00
713-4020-00 Chart Expanse Wade Nence 0.00
713-4100-00 Chart: Victor Needam #1 0.00
713-41060-01 Paris Victor Neadam #1 0.00
713-4100-02 Maint & Rep Victor Needam #1 0.00
713410100 Chart: Trumen Melton #1A 0.00
713-4101-01 Parts Truman Meiton #1A 0.00
713-4101-02 Maint & Rep Truman Mslton #1A 0.00
713-4102-00 Chert: Gordon Burghardt #1 0.00
713-4102-01 Paris Gordon Burghardt #1 0.00
713-4102-02 Malint & Rep Gordon Burghardt 1 0.00
713-4103-00 Chanl: Taylor Adkins #1 48,00
713-4103-01 Peris Taylor Adkins #1 0.00
713-4103-02 Maint & Rep Taylor Adkins #1 0,00
713-4104-00 Chart: Duncan Needham #1 0,00
713-4104-01 Perts Duncan Nesdham #1 0.00
7134104-02 Maint & Rep Duncan Needham #1 0.00
713-4105-00 Chart: Trumen Melton #2 0.00
713-4105-01 Parts Truman Melton #2 - 0.00
713-4105-02 Maint & Rap Truman Melton #2 0.00
713-4106-00 Chert; Enos Robbins #1 0.00
713-4108-01 Paris Enos Robbins #1 0.00
713-4106-02 Malint & Rep Enos Robbins #1 0.00
7134107-00 Chart: Chester Hullng #1 0.00 .
713-4107-01 Parts Chester Hullng #1 0.00
713-4107-02 Malint & Rep Chester Huling #1 0.00
713-4108-00 Chart: Whitehaed Hinsley #1 0.00
713-4108-01 Parts Whitehead Hinsley #1 0.00
713-4108-02 Meint & Rep Whitehead Hinslsy 0.00
713-4109-00 Chart: Samuel Jonas #2 14.00
713-4105-01 Parts Samue) Jones #2 0.00
713-4109-02 Maint & Rep Samuel Jones #2 o.00
713-4110-00 Chart: Hugh Leach #1 040
713-4110-01 Perts Hugh Leach #1 0.00
713-4110.02 Malnt & Repalrs Hugh Leach #1 0.00

Page: 4
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D 15:34 GASCO, ING FAX No, 7404547780 P, 001

Vdizor Trial Balance for Petiod Ending 6/30/2010
3 The Titan Energy Group, Inc. (TEG)

Dascription Debit Credit
“arating Expenses

r13-4111-00 Chart: Davls Stagg McGll} 48.00
43411101 Parts Davls Stagg Megli 0.00
13-4111-02 : Maint & Rep Davis Stugg Megll 0,00
713-4170-00 Chari: Amea Mastar . 40.00
713-4300-00 Ghert: Plateau Prop #1 0.00
713-4300-01 Pans Plateau Prop #1 0.00
713-4300-02 Msint & Rep Plateau Prop #1 0.00
713-4301-00 Chan: D. Galbraith EGI 0.00
713-4301-01 Parts D, Galbralth EGI . : 0,00
713-4301-02 Maint & Rep D. Galbralth EGI 0.00
713-4302-00 Chert: Griffith Howard #1 0.00
713-4302-01 Pans Groffith Howard #1 0.00
713-4302-02 Maint & Rep Griffith Howard #1 0.00
713.4303-00 Chart: A. Davidson #2 000
713-4303-04 Parts A. Davidson #2 0.00
713-4203.02 Malnt & Rep A, Davidson #2 0.00
713-4304-00 Chart: D, Galbraith #1 ‘ 0.00
713-4304-01 Parts D, Galbraith #1 0.00
713-4304-02 Maint & Rep D. Galbraith#t  + - . 0.00
7134305-00 Chart: G. Tumnar Moward #1 0.00
713-4305-01 "Parts G, Tumar Howard #1 . 000
713-4305-02 Maint & Rep G. Tumer Howard 1 . 0.00
713-4400-00 Char; Faust #8 0.00
713-4400-01 Parts Faust #5 0.00
713-4400-02 Maint & Repairs Faust #5 0.00
713-4401-00 Chart: Faust #6 0.00
7134401-01 Parts Faust #6 ) a.a0
713-4401-02 Maimt & Repalrs Faust #8 0,00
713-4402-00 Chan: Plat Propt #B-1 0.00
713-4402-01 Parts Plat Propt #8-1 0.00
713-4402-02 Malint & Rep Piat Propt #8-1 0.00
713-4403.00 - Chart: Plat Prop #A-1 Q.00
713-4403-01 Parts Plat Propl #A-1 0.00
713-4403-02 Maint & Rep Plat Propt #A-1 0.00
713-4404-00 Chart: Plat Propt #C-1 0.00

713-4404-01 Peris Plet Propt #C-1 0.00 ,
713-4404-02 Maint & Rep Plal Propt #C-1 0.00
713-4950-00 F. Darmafal #1 Ol Wall Exp. 0.00
713-4951-00 H. Remkas #1 Oll Well Exp, 0.00
713-4852-00 Smarsh-Smarsh #1 Oft Well Exp, 0,00
713-4853-00 Smarsh-Smarsh #2 Ol Well Exp. 0.00
713-4954-00 Smarsh-Smarsh #3 Ol Well Exp. 0.00
713-4855-00 Smersh-Smarsh #4 Oll Well Exp, . 0.00
713-4956-00 Smarsh-Smarsh #5 Oll Well Exp. 0.00
713-4957.00 Gorard-Phillips-Blaschak #1 0.00
713-4958-00 Paltz Halrs #4 Ol Well Exp. 0.00
713-4958-00 Darmolsl Helrs Etal 38W Oll Wa 0.00
713-4960-00 Obra Simpson #1 Ol Well Exp. 0.00
7134961-00 McGil-McCampbell #1 Ol Well 0,00
7134862-00 Fraels-Plateau #1 Oll WET Exp 0.00
713.4963-00 Bameil #1 Ol Well Exp, : 0.00
713-4584-00 Bemard Wajtaslak #1 OF Well , 0.00
713-4965-00 Danle! C, Bealy #1 Ol Well Ex 0.00
713-4966.00 Poore Elal #1 Oll Wall Exp. 0.00
- 723-0005-00 Conlract Labor 30,424.33
723-0005-10 Contract Labor-Ohio County 6,981.56
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- /adger Trial Balance for Period Ending 6/30/2010

The Titan Energy Group, Inc. (TEG)

Description Debit Credit

#perating Expenses
30-0001-00 Gas Costs-Atmos Energy Mark, 0.00
730-0002-00 Qas Cos!s Esgle Energy Pariner 0.00
771-0000-00 Offica Supplles-TTEQ 0.00
771-0001-00 Office Supplies 1,862,097
771-0002-00 Recording Feas 0.00
771-0003-00 Bank Charges §6.00
771-0004-00 Office Maintenance & Repalrs 1,721.09
772-0002-00 Legal Expense . 35,571.68
772-0002-10 Legal Expense-Ohlo County 0.00
773-0001-00 Property Insurance 4,538,562
777-0001-00 Dues & Subscriptions 100.00
777-0002-00 Advartising Expanse 250.00
777-0003-00 Meals 151.685
777-D004-00 Telephone 2,615.97
777-0004-10 Telephona Exp-Ohlo County 909,66
777-0005-00 Trave! 0.00
777-0006-00 Ulllitles Expense 1,625.78
777-0008-00 Officers Life Insurance 3,408,54
777-0010-00 Rents 309,28
777-0011-00 Auto Expanse 7,887.07
777-0012-00 Vehicla Allowance 4,400.00
777-0013-00 Miscellanescus Expense 0.00
7774001600 Seminars & Replstration Fees 0.00
778-0000-00 Bad Dabts 0.00
800-0001-00 Management Fee 86,381.35
Opaerating Expenses: ~__ 211,284.84

Report Tolsl: 2 866,428.03  2,866,428.03
. *
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Exhibit B

Response to CAPD Discovery Question on Acquisition Expenses



B&W PIPELINE
Response to CAPD Data Request #1
Docket 15-00042

5. Regarding account 126181 — Pipeline:

a.

b.

C.

Identify and provide the journal entries and the journal entry support related to the
recording of the $2,597,285.11 in that account.

How does the $2,597,285 in account 126181 relate to the amount that was paid to acquire
the pipeline utility as a result, directly or indirectly, of the previous owner’s bankruptcy
proceeding? Explain and provide related documents and communications.

How does the $2,597,285 in account 126181 relate to the amount of original cost that was
recorded for pipeline in the previous owner’s accounting records? Explain and provide
related documents and communications.

RESPONSE:

a.
b.

See Attachment CAPD1-5 for a copy of the journal entries in Excel and PDF.

Refer to Attachment CAPD1-5. $2,633,085.11 is the amount that was paid for the pipeline
system and associated acquisition costs. Later on, a thorough review of the acquisition concluded
that a portion of this value was associated to two small tracts of land that needed to be treated as
such (it is not acceptable to depreciate land). This adjustment was made in 2013 for $35,800; the
amount used for the corresponding Counties Property Assessors in calculating property taxes for
these two tracts. Additionally, until 12/31/2014 $437,715.19 represented the amounts of upgrades
to the pipeline since the acquisition.

After the former owner of B&W Pipeline (Gasco Distributions Systems, Inc.) went bankrupt,
B&W Pipeline purchased the pipeline out of bankruptcy. No existing accounting records were
provided by the bankruptcy court to B&W Pipeline. However, it is B&W Pipeline’s belief that
the pipeline was purchased at a substantial discount from its original cost. '
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Exhibit C

Pro Forma Adjustments to TRA Rate Base



B&W Pipeline
Pro Forma Rate Base Calculation - Based on 2008 Tax Return

TRA Calculation Methodology:

Plant in Service (Per 2008 Tax Return)

Land (Per 2008 Tax Return)

Uncontested Plant Additions-Post Acquisition

Uncontested Land Cost-Post Acquisition
Total Plant in Service

Calculation #1

__Amount _
$854,826
68,538
437,715
119,842
$1,480,921

Accumulated Depreciation (Per 2008 Tax Return + Additional Depreciation) $854,826
Additional Depreciation on Uncontested Plant Additions-Post Acquisition 65,149
Total Accumulated Depreciation $919,975
TRA Rate Base $560,946
Pro Forma Adjustments to TRA Rate Base Calculation:
Pipeline Acquisition Cost (Per CAPD DR1-5) $225,585
Tax vs. Book Depreciation Rates in TRA Calculation

Assume 10 Year Tax Rate vs. 40 Year Book Rate (1/4)
TRA Accumulated Depreciation (Based on Tax Depreciation Rates) $854,826
213,707

Book Depreciation (25% of Tax Depreciation)
Pro Forma Tax Depreciation Adjustment

Pro Forma Rate Base

$641,120

$1,427,651



B&W Pipeline Calculation #2
Pro Forma Rate Base Calculation - Based on Sales Price

Amount
Purchase Price:
Sales Price for B&W Pipeline Recorded by Titan Energy in 2010 $1,212,893
Accumulated Depreciation from 2011 through 2015 (Assumes 20 Year Life) $303,223.20
Net Original Plant in Service at December 31, 2015 $909,670
Pipeline Improvements
Uncontested Plant Additions-Post Acquisition $437,715
Uncontested Land Cost-Post Acquisition 119,842
Additional Depreciation on Uncontested Plant Additions-Post Acquisition -65,149
Net Incremental Plant in Service at December 31, 2015 $492,408
Pipeline Acquisition Cost (Per CAPD DR1-5) $225,585

Pro Forma Rate Base $1,627,663



Exhibit D

Affidavit of Rafael E. Ramon Concerning Pipeline Throughput
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STATE OF _ ko OA )
) ss.

COUNTY OF Midavry QNG )

Affidavit of Rafael E. Ramon

I am Rafael E. Ramon and am the Controller for Enrema, LLC, an affiliate and service
company for B&W Pipeline. I have previously provided testimony in TRA Docket 15-00042.

The total throughput of B&W Pipeline for 2015 was 134,352 Mcfs (114,081 Mcfs for

Navitas and 20,271 Mcfs for Rugby Energy).
The total throughput for B&W Pipeline from January 1, 2016 through March 26, 2016
was 36,121 Mecfs., For this same period during 2015, the total accumulated throughput was

50,698 Mcfs. This represents a comparative decrease in throughput for the same periods of the

years 2015 and 2016 of 28.75%.

FURTHER AFFIANT SAYETH NOT. /
%/

RAFAEL E. RAMON

STATEOF [0 O/ )
: ) ss.

COUNTY OF taibani—DBE )

1, the undersigned, a notary public in and for said county in said state, hereby certify that
Rafael E. Ramon, whose name is signed to the foregoing instrument, and who is known to me,
acknowledged before me on this day that, being informed of the contents of said instrument, he
executed the same voluntarily on the day the same bears date.

and and official seal this 2&\’_\3 day of mMARCK , 2016,

FERDINAND TORO

'(‘;'
@g My Comm. Expires May 1, 2017
oy Commission # FF 013605

Notary Public - State ot Florida W
T —————
oy Notary Public
[NOTARIAL SEAL] My commission expires: ___ = [112017

7/3809379.1



Exhibit E

“Petition for Clarification” Filed by B&W Pipeline on
February 24, 2016 and “Reply of B& W Pipeline” Filed March 9, 2016



filed electronically in docket office on 02/24/16

BEFORE THE TENNESSEE REGULATORY AUTHORITY

AT NASHVILLE, TENNESSEE
IN RE: )
PETITION OF B&W PIPELINE, LLC ) DOCKET NO. 15-00042
FOR AN INCREASE IN RATES )

PETITION FOR CLARIFICATION

B&W Pipeline, LLC (“B&W”) requests clarification of the Authority’s December 14,2015

decision! in the above-captioned proceeding in order to file a tariff consistent with the agency’s

findings.

Fixed Customer Charge

The Authority found that B&W has a total revenue requirement of $280,835 for the
calendar year 2016 (th¢ attrition period). Recognizing that “it is preferable to design rates where
revenues remain relatively constant and shortfalls of revenues due to the volatility of gas usage are
minimized” (transcript at 11), the Authority directed the pipeline to recover $210,624 of its
revenue requirement (75% of the total) through a fixed, monthly charge which is allocated between
the pipeline’s two, current customers — Navitas and Rugby Energy — based on each customer’s

projected, proportional usage for 2016.

As stated in the transcript (at 5), the Authority projected that Navitas’ total throughput for
2016 would be 180,411 Mcfs and that the total throughput for Rugby Energy would be 47,450
Mcfs, In order to recover $210,624 in fixed charges from these two customers, the Authority

directed B&W to charge Navitas $13,897 per month and to charge Rugby Energy $3,655 per

! The decision was orally announced on December 14, 2015, A copy of the transcript is attached, The Authority has
not yet issued a written order.

1

7/3795763.1
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month. The charge is based on each customer’s projected usage in proportion to the pipeline’s
projected total throughput of 227,861 Mcfs for 2016.

The Authority did not address how the fixed customer charges should be calculated if there
is a change in the number of customers or in a customer’s proportional usage. In the absence of
specific guidance from the Authority but consistent with the Authority’s purpose of keeping
revenues “relatively constant” while allocating the charges “based upon the percentage of Mcfs
used by each customer relative to the total throughput of Mcfs transported” (transcript at 12), B&W
has filed a proposed tariff in which the company on January 1 of each year will make an annual
adjustment to the fixed charge. See attached “Original Sheet No. 2.” The purpose of the
adjustment is to re-calculate each customer’s fixed monthly charge based on the customer’s actual
usage during the prior calendar year. The total amount recovered through the fixed charged —
$210,624 — will not change, but the allocation between (or among) the pipeline’s customers will
change “based on the percentage of Mcfs used by each customer relative to the total Mcfs
transported” during the prior calendar year. Under the company’s proposal, the first such

adjustment will be made effective January 1, 2017.

Volumetric Charge

B&W also seeks clarification regarding its volumetric charge. The Authority directed
B&W to collect $70,211 (25% of its annual revenue requirement) through a volumetric charge on
all throughput. Based on the Authority’s finding that the pipeline’s total throughput for 2016
would be 227,861 Mcfs, the Authority calculated that a volumetric charge of $0.3081 per Mcf
would, if the Authority’s prediction of total throughput is correct, produce exactly $70,211 in

revenue in 2016,

7/3795763.1
207335-301001



Here again, the Authority’s decision did not address whether the volumetric charge should
be re-calculated on a going forward basis if there is a change in the total aﬁount of gas carried
through the pipeline. In keeping with the Authority’s goal to insure that “shortfalls of revenues
due to the volatility of gas usage are minimized,” B&W has proposed in its tariff to re-calculate
the volumetric charge each year, beginning January 1, 2017, based on actual throughput during the
prior calendar year. See attached “Original Sheet No, 3. The total amount recovered — $70,211
— will not change, but the volumetric charge per Mcf will be adjusted, upward or downward, based
on the prior year’s actual throughput. Without such an adjustment, the “yolatility of gas usage”
could lead to a substantial shortfall in revenue, contrary to the Authority’s goal of keeping revenues
“relatively constant” and shortfalls “minimized.”?

Conclusion

B&W respectfully asks that the Authority clarify its intentions by confirming that the
company’s proposed adjustments to the fixed and volumetric charges are consistent with the
Authority’s decision in this case.

Respectfully submitted,

BRADLEY ARANT BoULT CUMMINGS LLP

. Tl —

Henry Walke:;gB.P.R. No. 000272)
Bradley Arant/Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203

615-252-2363

hwalker@babc.com

Attorney for B&W Pipeline, LLC

2 The volatility in gas usage is illustrated by the fact that in 2015, B&W’s actual, total throughput was only 139,625
Mcfs, substantially less than the TRAs projected throughput of 227,861 Mefs for 2016.
3
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

EXCERPT OF
TRANSCRIPT OF AUTHORITY CONFERENCE
Monday, December 14, 2015

APPEARANCES:

For TRA staff: sharla Dillon

Ms.

Reported By: |
patricia W. Smith, LCR, RPR, CCR
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(The aforementioned Authority
Conference came on to be heard on Monday, December 14,
2015, beginning at 1:00 P.M., before Chairman Herbert
Hilliard, Vice Chairman David F. Jones, Director
Robin L. Morrison, and Director Kenneth C. Hill. The
following is an excerpt of the proceedings which were
had, to-wit:)

(The following proceedings began at

1:15 P.M.)

MS. DILLON: Next we have Section 10,
Directors Morrison, Hilliard, and Jones.

Docket No. 15-00042, B&W Pipeline, LLC,
Petition of B&W Pipeline, LLC, for an increase in
rates. Deliberations.

CHAIRMAN HILLIARD: During the hearing
in this matter, the issue of jurisdiction arose due to
questions about B&W's Hinshaw status, as it is clear
that some of the gas that B&W delivers to Navistar
[verbatim] s ultimately delivered to and consumed In
Kentucky. Based on the TRA's statutory authority, the
federal regulatory framework, and the Federal Energy
Regulatory Commission's application of its regulations
In similar circumstances, I find that the Authority has
the jurisdiction to set a rate that shall apply to gas
delivered to Navistar that is -- that Is consumed
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within the borders of Tennessee. .
I further find that B&W is required by

federal authority to address compliance with Federal
Energy Regulatory Commission rules and regulations,
specifically with respect to the rates charged for the
transportation of gas to Navistar that Is ultimately

consumed in Kentucky, through a Federal Energy

Regulatory Commission Order 63 application. The Final
Order in this matter should be provided to the Federal
Energy Regulatory Commission as part of the process
wherein the Commission may adopt the same rate we

I so move,

VICE CHAIRMAN JONES: I second and vote
yes.

Do -- do we do it here, Kelly? Or --

CHAIRMAN HILLIARD: Yeah.

VICE CHAIRMAN JONES: -- at the end of

each motion?
MS. GRAMS: Yeah, we do it after each

section.
VICE CHAIRMAN JONES: Because I know -~
CHAIRMAN HILLIARD: After each section.
VICE CHAIRMAN JONES: -- we've got
multiple motions here.
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CHAIRMAN HILLIARD: Yeah, after each
section,

VICE CHAIRMAN JONES: Okay.

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: All right. I find
that the proper throughput for Navistar's current
customers should be based on Navistar's test period
transportation throughput provided by B&W, rather than
the sales volume provided by Navistar.

Further, I find that the best
determination of throughput that will occur during the
attrition period ending December 31, 2016, for B&W's
affiliates is B&W. Likewise, Navistar is the best
judge of anticipated throughput for Navistar's two
additional customers.

Therefore, I move to adopt
transportation throughput for Navistar's current
customer base of 60,411 Mcfs, B&W's estimate --
estimated affillate throughput of 47,450 Mcfs, and
Navistar's estimated throughput of 120,000 Mcfs for the
two additional customers. This totals 227,861 Mcfs.

1 so move,

VICE CHAIRMAN JONES: Second and vote

yes.
DIRECTOR MORRISON: Vote aye,
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depreciation of $854,826 related to the original
pipeline acquired by B&W and $65,149 of accumulated
depreciation related to the new additions.

I so move.

VICE CHAIRMAN JONES: Second and vote
yes.

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: It is reasonable to
determine that allocation factors supported by some
evidence are more appropriate than relying simply on an
individual party's opinions and judgment. The Company
provided a schedule listing the components that make up
operating fees and the allocation factors for assigning
the components to the pipeline. The Company allocated
the labor and benefit costs based on estimated time
spent on the utility's business. The Consumer Advocate
relied on its professional judgment and opinions to
arrive at its allocation factors.

While salary and wage rates, time
reports, or other documentation could have further
supported the amount of labor and benefits ailocated to
the pipeline, the Company's estimate is the best
supportable estimate In the record. For this reason, I
move the allocation factor for operating fees should be
50 percent, resulting in operating fees of $136,500
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CHAIRMAN HILLIARD: As the Company's
lawyer pointed out at the hearing, there is no clear
evidence of what rate base ought to be -- what the rate
base ought to be. He further stated that the rate base
at this point is a question of policy and fairness.

Based on the evidence in this
proceeding, I find that including the pipeline at
original cost is the solution that is most fair to both
customers and B&W.

Further, the 2008 tax return of Gasco
Distribution Systems, Inc. and subsidiaries provides
the best support for the prior owner's original cost
and the value of the pipeline at the time of
acquisition.

Therefore, I move that B&W's plant in
service include $923,364 as the original cost of the
pipeline, which includes the prior owner's original
cost of plant of $854,826 and land of $68,538,
Including $923,364 as the original cost of the
pipeline, along with $437,715 of uncontested additions
since B&W's acquisition, as well as uncontested land,
structures, and intangible property of $119,842,
results In total plant in service of $1,480,921,

I further move to adopt accumulated
depreciation of $919,975, which includes accumulated

WA R W N

DONRNN DN R MR
mpwwpowmqmm‘;ssts

Page 8

annually,
I would caution the Company that in

future cases it should file allocation factors with
more supportive documentation, rather than relying
solely on employees' judgments. Absent such additional
support, future requests for recovery of operator fees
may be disallowed.

I so move.

VICE CHAIRMAN JONES: Second and vote
yes.

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: Since this is the
Company's first rate case since its acquisition of the
pipeline and since there is no history from which to
estimate the frequency of the Company's rate filings, I
move to defer rate case expense of $60,000 over a
three-year period. This results in an annual
amortization of rate case expense of $20,000 and an
average deferred balance of $50,000 to be Included in
rate base.

Regard -- with regard to Certificate of
Public Convenience and Necessity costs, which -- such
costs are normally deferred upon approval of such
request from the Company. Although B&W did not ask for
deferral of its CCN costs at the time it obtained its
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CCN, no party Is opposed to establishing a deferral
account at this time with amortization over a specified
perlod of time. I therefore move to remove CCN costs
from expenses and allow deferral of $74,383 of CCN
costs,

As with rate case expense, I further
move to allow a three-year recovery period of the CCN
costs. This results in an annual amortization of CCN
costs of $24,794 and an average deferred balance of
$61,986 to be included In rate base.

I so move.

VICE CHAIRMAN JONES: 1 second and vote
yes,

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: Based on the
agreement of the parties, I move to adopt an
8.5 percent overall return on rate base as the
Company's authorized rate of return.

I so move.

VICE CHAIRMAN JONES: I second and vote
yes.

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: B&W recommends a
test period consisting of the twelve months ended
December 31, 2014, and an attrition period consisting
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Depreciation was restated to reflect
the above recommendations regarding plant in service.

In summary, based on my previous
recommendations concerning rate base, authorized rate
of return, revenues at current rates and operating
expenses, I find a revenue deficiency of 144 --
$144,118 for the attrition period. And based on the
Company's revenues at current rates and revenue
deficiency, I find a total revenue requirement of
$280,835 for the attrition period.

I so move.

VICE CHAIRMAN JONES: Second and vote
yes.

DIRECTOR MORRISON: Vote aye.

CHAIRMAN HILLIARD: With regard to rate
design, since B&W supplies a small amount of gas, it is

preferable to design rates where revenues remain
relatively constant and shortfalls of revenues due to
the volatility of gas usage are minimized.
Designing rates whereby the majority of
revenues are generated from a fixed charge would best
accomplish these two goals. For these reasons, I move
to adopt a rate design comprised of recovering
75 percent of the necessary revenue requirement through
a fixed monthly charge of $13,897 to Navistar and
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of the twelve months ended December 31, 2016. I find
that the proposed test period and attrition period are
reasonable and should be adopted.

Also, as I have previously moved, I
find that B&W's plant in service should be $1,480,921
and accumulated depreciation should be $919,975.
Consistent with my previous motion for rate case
expense and CCN costs, I further find that deferred
rate case expense should be $50,000 and unamortized CCN
costs should be $61,986, resulting In a total rate base
of $672,932,

Based upon my previous motions, I find
that total revenues at current rates for the attrition
period should be $136,717, and total expenses should be
$223,635, which are based on the following adjustments:

Bank fees were reduced for the removal
of overdraft charges;

Rate Case Expense and CCN costs were
amortized over three years;

Taxes Other Than Income was reduced to
remove taxes related to unregulated activities;

Professional Services was reduced by
the unamortized CCN costs that were placed in rate
base, and one year of amortization was included In
expenses; and
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$3,655 to B&W Intercompany Transportation, resulting in
$210,624 In annual revenues from the fixed charge.
These charges are based upon the
percentage of Mcfs used by each customer relative to
the total amount of Mcfs transported. The total
throughput of 227,861 Mcfs Is comprised of Navistar's
Mcfs of 180,411 and B&W Intercompany Mcfs of 47,450.
Collection of the remaining revenue requirements of
$70,211 should be collected from a volumetric charge of
$0.3081 per Mcfs from all customers. Adoption of this
recommend -~ recommended rate design results in an
effective rate per Mcfs -- Mcf of one point --

$1.23248, ,
For the record, let me state that I

believe B&W Is eligible to apply for a Federal Energy
Regulatory Commission No. 63 Certificate and should
immediately begin the process of obtaining one, if the
Company has not already begun doing so.

The rate design I am proposing Is based
upon the entire throughput of volumes transported to
Navistar, which includes the volumes sold to Kentucky
customers. Through the rate design -- though the rate
design is based on total throughput volumes for
Tennessee and Kentucky, our jurisdiction applies only
to the gas that is delivered to Navistar that Is
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1 consumed within the borders of Tennessee, Therefore,
2 the rates I am recommending will apply only to the gas
3 transported by B&W that Is consumed in Tennessee.

4 I so move.
5 VICE CHAIRMAN JONES: I second and vote
6 yes.
7 DIRECTOR MORRISON: Vote aye.
8 (Conclusion of excerpt at 1:26 P.M.)
9
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1 REPORTER'S CERTIFICATE
2 I, Patricia W. smith, Licensed Court
3 Reporter, Registered professional Reporter, certified
4 court Reporter, and Notary Public for the State of
5 Tennessee, hereby certify that I reported the foregoing
6 proceedings at the time and place set forth in the
7 caption thereof; that the proceedings were
8 stenographically reported by me; and that the foregoing
9 proceedings constitute a true and correct transcript of
10 said proceedings to the best of my ability.
11 I FURTHER CERTIFY that I am nhot related to
12 any of the parties named herein, nor their counsel, and
13 have no interest, financial or otherwise, 1in the
14 outcome or events of this action.
15 IN WITNESS WHEREOF, I have hereunto affixed
16 my official signature and seal of office this 16th day
17 of pecember, 2015.
18
19
20
21
22 PATRICIA W, SMITH, LCR, RPR, CCR
AND NOTARY PUBLIC FOR THE STATE
23 OF TENNESSEE
24 LCR No. 164 Expires 6/30/2016
25 Notary Commission Expires 5/3/2016
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B&W PIPELINE
GAS TARIFF
TRANO. 1
RATE SCHEDULE T-2
Annual Adjustment to Customer Base Use Charge
DESCRIPTION

The Company’s Customer Base Use Charge is designed to annually recover $210,624 from all customers
in order to partially cover the cost of providing utility service. The Customer Base Use Charge rate is
based upon the volumeiric usage for each customer for the preceding calendar year in proportion to the
volumetric usage for all customers for the preceding calendar year. A new annual adjustment to the
Customer Base Use Charge shall be effective Jannary 1* of each year.

RATE CALCULATION

The monthly rate for the Customer Base Use
determined by the TRA in Docket 15-00042.
customer usage for the previous calendar year.

Charge is listed below. The initial rate for 2016 was
Subsequent monthly rates are based upon the actual

Total Navitas Rugby Total Navitas Rugby

Fixed Mef Mcf Mef Charge Charge

Year Charge Volumes/% | Volumes/% | Volumes/% Yr/Mo Yr/Mo
180,411 Mcf | 47,450 Mcf | 227,861 Mef | $166,772 $43,852

2016 $210,624 79.18% 20.82% 100.00% $13,897 $3,655

ISSUED: JANUARY 25,2016
ISSUED BY: RAFAEL RAMON

EFFECTIVE: JANUARY 1, 2016
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B&W PIPELINE
GAS TARIFF
TRANO. 1
RATE SCHEDULE T-3
Annual Adjustment to Volumetric Charge
DESCRIPTION

The Company’s Volumetric Charge is designed to annually recover $70,211 from all customers in order
to partially cover the cost of providing utility service. The Volumetric Charge rate is based upon the
volumetric usage for all customers for the preceding calendar year. A new annual adjustment to the

Volumetric Charge shall be effective January 1* of each year.

RATE CALCULATION
The rate for the Volumetric Charge is listed belo
in Docket 15-00042. Subsequent volumetric rates are based upon the

previous calendar year.

w. The initial rate for 2016 was determined by the TRA
actual customer usage for the

: Total Volumetric Total Mcf Volumetric Rate
Year Charge ‘Volumes per Mecf
2016 $70,211 227,861 Mcf $0.3081 per Mcf

ISSUED: JANUARY 25,2016 EFFECTIVE: JANUARY 1, 2016

ISSUED BY: RAFAEL RAMON




Filed Electronically In
TRA Docket Office
3/9/2016

BEFORE THE TENNESSEE REGULATORY AUTHORITY
AT NASHVILLE, TENNESSEE

IN RE:; )
PETITION OF B&W PIPELINE, LLC ) DOCKET NO. 15-00042

FOR AN INCREASE IN RATES )

REPLY OF B&W PIPELINE, LLC

B&W Pipeline, LLC (“B&W?) respectfully submits this reply to the briefs filed by Navitas
and the Consumer Advocate in opposition to B&W’s “Petition for Clarification” concerning the
pipeline’s rate design.

As discussed in the Petition, the Tennessee Regulatory Authority established the pipeline’s
annual revenue requirement and then designed rates to collect those revenues from the pipeline’s
two, current customers, Navitas and Rugby Energy. The Authority allocated the pipeline’s
revenue requirement between the two customers based on each customer’s estimated, proportional
use of the pipeline during 2016. In the Petition, B&W does not seek any change in the pipeline’s
revenue requirement but suggests that, over time, as customers come and go and as each
customer’s proportional use of the pipeline changes, the allocation of the pipeline’s revenue
requirement should be periodically adjusted, on a going-forward basis, to reflect those changes.

Navitas and the Consumer Advocate object to the pipeline’s request for clarification based
on arguments about jurisdiction, procedure and rate design policy. Each of these arguments is
addressed below.

Jurisdiction
In announcing its decision, the Authority explained that although the “rates” fixed by the

agency applied only to gas consumed in Tennessee, the “rate design” adopted by the agency “is
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based on total throughput volumes for Tennessee and Kentucky.” Transcript, at 12. In other
words, the Authority’s rate design is based not just on gas consumed in Tennessee but on “total
throughput,” which includes gas consumed in Kentucky.

Navitas argues that B&W (and, by implication, the TRA) cannot legally design rates based
on "total throughput" because the agency has no jurisdiction to set rates for gas that is ultimately
consumed in Kentucky. Navitas is confusing “rates” and “rate design.” The TRA established rates
that apply to gas consumed in Tennessee. How those rates are designed is a different issue. As
the agency explained, the TRA adopted a rate design which allocates the pipeline’s costs to its
customers based on each customer’s proportional use of the pipeline’s total throughput. B&W is
simply suggesting that the throughput figures used by the TRA to design rates be updated annually
to reflect each customer’s actual usage. Such adjustments affect only the pipeline’s rate design,
not its revenue requirement. Therefore, neither the TRA’s rate design nor the annual adjustments
suggested by B&W raise any jurisdictional concerns.

Procedure

Navitas objects to B&W’s filing because no such filing was authorized by the Hearing
Officer and “to accept such a filing...prior to the Authority entering its Order is prejudicial and
untimely.” Navitas Response, at 1.

B&W has filed a tariff to implement the Authority’s decision in this case as the pipeline is
entitled to do following the expiration of the nine-month statutory deadline applicable to rate cases.

See T.C.A. § 65-5-103. Those tariffs are now in effect.!

! Following discussions with the TRA Staff, B& W began billing Navitas under the new rates effective January 1,
2016. The bill for January usage was sent to Navitas on February 16, 2016, As of March 8, 2016, Navitas has not
paid any portion of it.

2
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In the absence of a written order, however, it is unclear whether B&W’s fixed and
volumetric charges, which were calculated by the TRA based on anticipated pipeline usage during
2016, should be prospectively adjusted in future years to reflect actual usage. Ata meeting with
TRA staff members from the legal and accounting divisions, the participants agreed that the
pipeline should seek formal guidance from the Authority. Therefore, B&W filed this Petition.

Policy

Finally, both Navitas and the Consumer Advocate raise policy objections to the pipeline’s
proposed, annual adjustments in the fixed and volumetric charges. The Consumer Advocate states
that the pipeline’s proposal "seems to be something that was requested by B&W during the
hearing" énd would “lock in” or “guarantee” collection of the pipeline’s total revenue requirement.
Consumer Advocate brief, at 2.

Navitas did, in fact, request in its pre-filed testimony a “sale adjustment mechanism” which
would have allowed the pipeline to adjust rates to compensate for less (or more) than expected
transportation volumes during the prior year. The Authority did not adopt that proposal.

The Consumer Advocate mistakenly believes that the pipeline is once again asking for a
sale adjustment mechanism, That is not the case. The Petition asks only that the fixed and
volumetric charges be recalculated each year on a going forward basis, beginning in January, 2017,
to reflect the prior year’s experience. These adjustments would not “lock in” anything but would
periodically re-allocate costs among the pipeline’s customers based on current information, rather
than leaving the allocations permanently tied to the Authority’s projected estimate of the number
of customers and customer usage in 2016.

For example, the Authority assigned 75% of the pipeline’s revenue requirement to a fixed

charge and divided the charge between the pipeline’s two, current customers based on the TRA’s
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estimate of each customer’s projected usage during 2016, What will happen when a new customer
requests service or a current customer leaves? How will the fixed charge be allocated? What
happens if a customer’s relative usage materially changes over time? As these questions illustrate,
it makes little sense to design rates based on the TRA’s estimate of a customer’s proportional use
of the pipeline during a single year and not periodically adjust those rates as customers come and
go and usage patterns change.

Similarly, the TRA set the pipeline’s volumetric charge at $0.3081 per Mcf based on
estimated total throughput of 227,861 Mcfs in 2016. What should the rate be in 2017 or 20187
Should the rate be permanently fixed at $0.3018 per Mcf even if actual throughput substantially
increases or decreases over time? This is not a theoretical issue. Given that the pipeline’s total
throughput for 2015 was only 139,625 Mcfs, about two-thirds of the Authority’s projected
throughput for 2016, it is unlikely that the pipeline will reach its revenue requirement in 2016.
Unless the volumetric charge is adjusted in 2017, the pipeline will likely experience continual
“shortfalls of revenue due to the volatility of gas usage,” the very harm which the Authority sought
to “minimize.” Transcript, at 12.

Navitas makes a different argument, contending that any adjustment in the pipeline’s rates
to account for a change in the number of customers or in a customer’s proportional usage is
“speculative” and “simply an attempt to grant B&W more flexibility to adjust the fixed monthly
charge as it applies to Navitas upwards on an annual basis.” Navitas brief, at 1.

In view of the pipeline’s likely shortfall in revenue from the volumetric charge, B&W’s
concerns are not “speculative.” While Navitas understandably opposes any rate adjustment that
will increase the amount Navitas pays to B&W, it is also fair to assume that if additional customers

begin using the pipeline and the proportional use by Navitas declines, Navitas will promptly
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demand a reduction in its share of the pipeline’s costs. That is what B&W’s proposed adjustments

are intended to accomplish.
Conclusion
The TRA has ruled that the pipeline’s rates should be designed to maintain “relatively
constant” revenues and “minimize” shortfalls due to “the volatility of gas usage.” In keeping with
that purpose, B&W has suggested an annual rate adjustment process that will, over time, allow the

pipeline a reasonable opportunity to earn the revenue requirement set by the agency. The Petition

for Clarification should be granted.
Respectfully submitted,

BRADLEY ARANT BOULT CUMMNGS LLP

By: /} éw// /A% _

Henryéwalky,é.PfR. No. 000272)
Bradley Arant Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203

615-252-2363

hwalker@babc.com

Attorney for B&W Pipeline, LLC
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I hereby certify that on the ﬂ_'_ﬂgay of March, 2016, a copy of the foregoing document was

served on the parties of record, via electronic delivery and U.S. Mail, postage prepaid, addressed
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Vance Broemel

Assistant Attorney General

Office of the Attorney General
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Klint Alexander
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
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