RAILROAD COMMISSION OF TEXAS

PETITION OF THE DE NOVO REVIEW OF THE
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FINAL ORDER

Notice of Open Meeting to consider this Order was duly posted with the Secretary of State within
the time period provided by law pursuant to TEX. GOV’T CODE ANN. Chapter 551, et seq. (Vernon 2004
& Supp. 2008). The Railroad Commission of Texas adopts the following findings of fact and conclusions
of law and orders as follows:

FINDINGS OF FACT

1. Texas Gas Service Company ("TGS") is a utility as that term is defined in the Texas Utility Code,
and is subject to the jurisdiction of the Railroad Commission of Texas (“Commission”).

2. TGS owns and operates a gas distribution system that provides gas service to customers in its El
Paso Service Area (“EPSA™).

3. The EPSA includes the Cities of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton,
Texas.

3, On May 12, 2010, TGS filed a Petition for Review with the Railroad Commission of Texas
(“Commission”) to appeal the rate-setting action of the City of El Pasd, Texas (“El Paso” or the “City”)
which denied TGS’ request for a rate increase within the jurisdiction of the City. This Petition for Review
was docketed by the Commission as Gas Utilities Docket No. 9988. On May 24, 2010, TGS filed a
Petition for Review appealing the rate-setting actions of the municipalities of Anthony, Clint, Horizon
City, Socorro, and Vinton, Texas, which denied TGS’ requests for rate increases within their respective
municipal boundaries, and was docketed by the Commission as Gas Utilities Docket No. 9992.

4, The Hearings Examiner consolidated GUD Nos. 9988 and 9992 into one docket pursuant to TEX.
ADMIN. CODE §1.125 (1991) on June 3, 2010.

5. On June 3, 2010, Staff of the Railroad Commission of Texas (“Staff’) and the City of El Paso,
Texas (the “City”) intervened in this proceeding. On June 17, 2010, the State of Texas’ agencies and
institutions of higher learning, represented by the Attorney General of Texas, Consumer Protection
Division (“State”), intervened in this proceeding. On June 25, 2010, ArcelorMittal Vinton, Inc.,
intervened in this proceeding. No other parties and or individuals files letters of protest, objections,
moved to intervene, or otherwise participated in this docket before the Commission.
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6. The final hearing in this matter was conducted in Austin, Texas on August 31, 2010 through
September 3, 2010.

7. By written agreement and as stated at the hearing TGS agreed to extend the statutory deadline for
Commission action on this docket until December 16, 2010.

Rate Base

8. TGS adjusted its cost of service model for known and measurable changes through December 31,
2010. TGS included in its filing projected plant additions through June 30, 2010, and on June 25, 2010
updated this with actual plant-in-service balances for the months of April and May.

9. The June 25, 2010, filing reduced the Company’s requested base rate revenue increase by
$195,617 and reduced gross plant to $216,424,630 and net plant to $138,008,370.

10. TGS’ June 25, 2010, filing was reasonable because it updated projected data with actual in-
service amounts, and was filed before the discovery period had ended, 6 weeks before intervenor
testimony was due, and 9-1/2 weeks before the hearing on the merits, and therefore gave Staff of the
Commission and intervenors appropriate notice of the updated data and time to review the data before
the final hearing on the merits.

1. TGS did not conduct a lead-lag study for the underlying municipal rate request or this appeal.
TGS proposes to use a zero Cash Working Capital balance and therefore no corresponding adjustment
to its Rate Base.

12 It is reasonable under the circumstances of this proceeding for TGS to not conduct a lead-lag
study and to utilize a zero Cash Working Capital balance because a zero balance is consistent with the
applicable FERC rule regarding the absence of a lead-lag study; will result in lower rate case expenses;
and had TGS conducted a lead-lag study there is a higher probability that it would have shown a positive
balance as opposed to a negative balance. TGS would likely be able to calculate a positive CWC balance
had the Company prepared a lead-lag study for this docket. It is therefore reasonable to request a zero
balance CWC in lieu of conducting a lead-lag study and incurring the associated expense.

13. TGS proposal to allocate ADFIT using a net-plant based factor is reasonable because allocations
based on gross plant may distort the proportion of each jurisdiction’s responsibility for the ADFIT
balance. Net-plant recognizes these factors and is the more appropriate basis to allocate ADFIT.

14. It is reasonable to reduce TGS’ rate base by $203,921 because the Commission previously
approved an alternative method for the Company to recoup line extension costs through monthly
surcharges billed to specific low-income residences These costs are recouped over a longer period of
time, on a monthly basis, with a lower rate impact. Because these costs are recovered through monthly
tapping fees, they should not be included in TGS’ rate base.
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Capital Structure and Rate of Return

14 A capital structure of 59.24% common equity and 40.76% long-term debt is reasonable for TGS.
15. A cost of long-term debt for TGS of 6.21% is reasonable for TGS.

16. A cost of equity of 10.33% for TGS is reasonable.

17. A rate of return on invested capital of 8.65% is reasonable for TGS.

Expenses

18. TGS’ proposed short-term incentive compensation expense is unreasonable because it primarily
determines the amount of incentive compensation an employee is able to receive using factors that are
not related to safety and uses methods related to the financial performance of its parent company,
ONEOK, Inc. It is reasonable for TGS to recover 10 percent of its requested short term incentive
compensation because 10 percent of the potential award is based on safety metrics.

19. TGS’ proposed long-term incentive compensation expense is unreasonable because it primarily
determines the amount of incentive compensation an employee is able to receive using factors that are
not related to safety and uses methods related to the financial performance of its parent company,
ONEOK, Inc.

20. TGS is requesting recovery of $168,386 in expenses incurred for the Company’s Supplemental
Executive Retirement Plan (“SERP”). TGS’ proposed SERP expense is unreasonable because it is not
necessary for the provision of safe gas service to the public.

21. TGS isrequesting recovery of $113,091 in expenses incurred for the Company’s Employee Stock
Purchase Program (“ESPP”). TGS’ ESPP expense is unreasonable because it is not necessary for the
provision of safe gas service to the public.

22, TGS’ alternative proposal to recover Pipeline Integrity Expenses through a separate tariff rider,
coupled with regulatory review of the reasonableness and necessity of the costs incurred and passed
through, is the best mechanism for recovery of these expenses and is reasonable.

23. TGS’ proposed recovery of allocated corporate and division expenses are reasonable.

24, TGS’ proposed use of the modified Distrigas Allocation Methodology is reasonable.

25. TGS proposes amortizing reserve imbalance over the remaining lives of the assets. This approach
is reasonable and in accordance with rate-making principles
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26. TGS’ proposed injuries and damages expense is unreasonable. It is reasonable to normalize this
expense over a four-year period of time and to reduce this amount by $146,638 for establishing the
Company’s cost of service,

27. TGS requests $217,741 of employee travel and meals expense be included in the revenue
requirement. This expense is disallowed because TGS did not prove the expense to be reasonable,
necessary and directly related to the provision of gas service to customers in the EPSA. TGS’ supporting
documentation of these expenses was inadequate for regulatory review.

Revenues

28. During the 10-year period from 2000-2009, the sum of the deviations based on the 10-year
measure of normal is zero Heating Degree Days for the El Paso Service Area. The sum of the deviations
during the 2000-2009 period based on the 30-year measure of normal is negative 1,563 Heating Degree
Days for the El Paso Service Area. The 10-year period is a more appropriate measure of ongoing weather
conditions than the 30-year period for normalizing gas sales revenues.

29. TGS’ proposal to normalize gas sales revenues for weather using a 10-year period is reasonable
for the El Paso Service Area.

30. TGS’ proposal to use the test year amount, updated to December 31, 2009, of $1,192,680 for
account 4880, Service Fees is reasonable for rate-making purposes because this value is reasonably
representative of expected service fee revenue in the future and when the rates set in this proceeding are
likely to be in effect.

Rate Design

31. TGS proposed using zero intercept study, checked by a minimum distribution system study, to
allocate costs of distribution mains. The proposed methodology is reasonable and the resulting
classification of distribution mains investment as 63.12 percent customer-related and 36.88 percent
demand-related is reasonable.

32, TGS proposed classifying Transmission Plant as 100 percent demand related. Classifying
Transmission Plant as 100 percent demand related is reasonable for the EPSA.

33, TGS’ proposed rate designs are not reasonable. The rates, as shown on the attached rate schedule,
consisting of a monthly customer charge and volumetric charges are reasonable.

34, TGS requested approval of tariffs consistent with the utility’s proposed rates. TGS’ proposed tariffs
are not reasonable because they reflect rates inconsistent with the rates determined to be just and reasonable
under this order. The attached tariffs reflect the rates approved herein and are reasonable.
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CONCLUSIONS OF LAW

1. Texas Gas Service Company (TGS) is a "Gas Utility" as defined in TEX. UTIL. CODE ANN.
§101.003(7) and §121.001 (Vernon 2007 & Supp. 2010) and is therefore subject to the jurisdiction of the
Railroad Commission (Commission) of Texas.

2. The Commission has jurisdiction over TGS and TGS’ petition for de novo review under TEX. UTIL.
CODE ANN. §§ 102.001, 103.051, 103.054, 103.055, 104.001 and 104.201 (Vernon 2007 & Supp. 2008).

3. The Appeals were processed in accordance with the requirements of the Gas Utility regulatory Act
(GURA), and the Administrative Procedure Act, TEX. GOV'T CODE ANN. §§2001.001-2001.902 (Vernon
2000 and Supp. 2004) (APA).

4, In accordance with the stated purpose of the Texas Utilities Code, Subtitle A, expressed under TEX.
UTIL. CODE ANN. §101.002 (Vernon 1998), the Commission has assured that the rates, operations, and
services established in this docket are just and reasonable to customers and to the utilities.

5. In accordance with 16 TEX. ADMIN. CODE ANN.§7.235 (2002), adequate notice was properly
provided.

6. In accordance with the provisions of TEX. UTIL. CODE ANN. §103.051 and §103.054 (Vernon 2007
& Supp. 2010) TGS timely appealed the actions of the Cities Cities of El Paso, Anthony, Clint, Horizon
City, Socorro, and Vinton, Texas, by filing petitions for review with Railroad Commission of Texas.

7. TGS failed to meet its burden of proof in accordance with the provisions of TEX. UTIL. CODE ANN.
§104.008 (Vernon 2007 & Supp. 2010) on the elements of its requested rate increase identified in this order.

8. The revenue, rates, rate design, tariffs, and service charges proposed by TGS are found to be not
Just and reasonable, unreasonably preferential, prejudicial, or discriminatory, and are not sufficient,
equitable, and consistent in application to each class of consumer, as required by TEX. UTIL. CODE ANN.
§104.003 (Vernon 2007 & Supp. 2010).

9. The revenue, rates, rate design, tariffs, and service charges proposed by TGS, as amended by the
Commission and identified in the schedules attached to this order, are just and reasonable, are not
unreasonably preferential, prejudicial, or discriminatory, and are sufficient, equitable, and consistent in
application to each class of consumer, as required by TEX. UTIL. CODE ANN. §104.003 (Vernon 2007 &
Supp. 2010) .

10. The overall revenues as established by the findings of fact and attached schedules and tariffs are
reasonable; fix an overall level of revenues for TGS that will permit the company a reasonable opportunity
to earn a reasonable return on its invested capital used and useful in providing service to the public over and
above its reasonable and necessary operating expenses, as required by TEX. UTIL. CODE ANN. § 104.051
(Vernon 2007 & Supp. 2010); and otherwise comply with Chapter 104 of the Texas Utilities Code.
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1. The revenue, rates, rate design, tariffs, and service charges proposed will not yield to TGS more than
a fair return on the adjusted value of the invested capital used and useful in rendering service to the public
to the public, as required by TEX. UTIL. CODE ANN. § 104.052 (Vernon 2007 & Supp. 2010).

12. The rates established in this docket comport with the requirements of TEX. UTIL. CODE ANN.
§104.053 (Vernon 2007 & Supp. 2010) and are based upon the adjusted value of invested capital used and
useful, where the adjusted value is a reasonable balance between the original cost, less depreciation, and
current cost, less adjustment for present age and condition.

13. In accordance with TEX. UTIL. CODE ANN. §104.054 (Vernon 2007 & Supp.2010) and TEX. ADMIN.
CODE §7.5252, book depreciation and amortization was calculated on a straight line basis over the useful
life expectancy of TGS's property and facilities.

14. In this proceeding, TGS has the burden of proof under TEX. UTIL. CODE ANN. §104.008 (Vernon
2007 & Supp. 2010) to show that the proposed rate changes are just and reasonable.

15. Rate case expenses for GUD No. 9988 will be considered by the Commission in accordance with
TEX. UTIL. CODE ANN. §104.008 (Vernon 2007 & Supp. 2010), and 16 TEX. ADMIN. CODE §7.5530(2002),
in a separate proceeding.

16. All expenses for lost and unaccounted for gas in excess of 5.0 percent shall be disallowed, consistent
with TEX. ADMIN. CODE § 7.5519 (2002).

17. TGS is required by 16 TEX. ADMIN. CODE §7.315 (2002) to file electronic tariffs incorporating rates
consistent with this Order within thirty days of the date of this Order.

18. The rate setting methodologies set forth in TEX. UTIL. CODE ANN. §104.051 et seq. were used to set
the rates in this proceeding.

IT IS THEREFORE ORDERED that Texas Gas Service Company’s proposed schedule of rates is hereby
DENIED.

IT IS FURTHER ORDERED that the rates, rate design, tariffs and service charges established in the
findings of fact and conclusions of law and in the Examiners' Recommendation shown on the attached
Schedules and tariffs for Texas Gas Service Company are APPROVED.

IT IS FURTHER ORDERED that a separate gas utility docket be opened in order to determine the
appropriate tariff rider for the recovery of pipeline integrity testing expenses.

IT IS FURTHER ORDERED that, in accordance with 16 TEX. ADMIN. CODE §7.315, within 30 days of
the date this Order is signed, Texas Gas Service Company shall file tariffs with the Gas Services Division.

The tariffs shall incorporate rates, rate design, tariffs and service charges consistent with this Order, as stated
in the findings of fact and conclusions of law and shown in the Examiners' Recommendation on the attached
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Schedules and tariffs.

ITIS FURTHER ORDERED that any proposed findings of fact and conclusions of law not specifically
adopted herein are DENIED. IT IS ALSO ORDERED that each exception to the Examiners’ Proposal

for Decision not expressly granted herein is overruled and all pending motions and requests for relief not
previously granted herein are hereby DENIED.

IT IS FURTHER ORDERED THAT this Order will not be final and appealable until 20 days after a
party is notified of the Commission's order. A party is presumed to have been notified of the
Commission's order three days after the date on which the notice is actually mailed. If a timely motion
for rehearing is filed by any party at interest, this order shall not become final and effective until such
motion is overruled, or if such motion is granted, this order shall be subject to further action by the
Commission. Pursuant to TEX. GOV'T CODE §2001 .146(e), the time allotted for Commission action on

a motion for rehearing in this case prior to its being overruled by operation of law, is hereby extended
until 90 days from the date the order is served on the parties.

Each exception to the examiners' proposal for decision not expressly granted herein is overruled. All
requested findings of fact and conclusions of law which are not expressly adopted herein are denied. All
pending motions and requests for relief not previously granted or granted herein are denied.

SIGNED this 14® day of December, 2010.

RAILROAD COMMISSION OF TEXAS

CHA N VICTOR CARRILLO
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TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 10

RESIDENTIAL SERVICE RATE

APPLICABILITY

Applicable to a residential customer in a single dwelling, or in a dwelling unit of a multiple dwelling
or residential apartment, for domestic purposes, including any public housing project and including
apartment houses where service for more than one dwelling unit is served through a master meter.
This rate is only available to full requirements customers of Texas Gas Service Company.

TERRITORY
The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:
A customer charge per meter per month of $ 10.80 plus -

The First 200 Ccf No Charge
All Over 200 Ccf $ .38103 per Cef

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall
include an amount equal to the Cost of Gas for the billing month as determined in accordance with
Rate Schedule No. 1-1-INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

1. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. The applicability section of this rate notwithstanding, if a customer, other than a full requirement
customer, pays a standby charge pursuant to Rate Schedule S.S., Texas Gas Service Company
will maintain facilities and supply capability to serve said customer. If standby payments are
current, the customer will qualify for this rate.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 20

COMMERCIAL SERVICE RATE

APPLICABILITY

Applicable to all commercial consumers and to consumers not otherwise specifically provided for
under any other rate schedule. This rate is only available to full requirements customers of Texas
Gas Service Company.

TERRITORY
The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:

A customer charge of § 18.30 plus -

The First 100 Ccf No Charge

The Next 400 Ccf $ .10901 per Cef
The Next 2500 Ccf .08901 per Ccf
All Over 3000 Ccf .06901 per Ccf

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall
include an amount equal to the Cost of Gas for the billing month as determined in accordance with
Rate Schedule No. 1-1-INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

1. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. The applicability section of this rate notwithstanding, if a customer, other than a full
requirements customer, pays a standby charge pursuant to Rate Schedule S.S., Texas Gas Service
Company will maintain facilities and supply capability to serve said customer. If standby
payments are current, the customer will qualify for this rate.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 21

COMMERCIAL AIR CONDITIONING SERVICE RATE

APPLICABILITY

Applicable to all commercial consumers who have and regularly operate a gas fired air conditioning system.
TERRITORY
The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:

A Customer Charge of $ 18.30 plus -

Oct. - April May - Sept.
Winter Summer
The First 100 Ccf No Charge No Charge
The Next 400 Ccf $ .10901 per Ccf $ .08901 per Ccf
The Next 2500 Ccf .08901 per Ccf .06901 per Ccf
All Over 3000 Ccf .06901 per Ccf .04901 per Ccf

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall include an
amount equal to the Cost of Gas for the billing month as determined in accordance with Rate Schedule No. 1-1-
INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.
CONDITIONS
1. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. Service under this schedule applies only to usage from a separately metered gas fired air conditioning
system. Non-air conditioning usage is subject to the cost of service rate on Rate Schedule No. 20.

3. Air conditioning equipment must be inspected and verified as to capacity by qualified Company personnel.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 25

PUBLIC AUTHORITY SERVICE RATE

APPLICABILITY

Applicable to all public and parochial schools and colleges, and to all facilities operated by
Governmental agencies not specifically provided for in other rate schedules or special contracts. This
rate is only available to full requirements customers of Texas Gas Service Company.

TERRITORY

The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:

A customer charge of $ 32.71 plus -

The First 100 Ccf No Charge

The Next 400 Ccf $ .11409 per Ccf
The Next 2500 Ccf .09409 per Ccf
All Over 3000 Ccf .08409 per Ccf

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall
include an amount equal to the Cost of Gas for the billing month as determined in accordance with
Rate Schedule No. 1-1-INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

1. Subject in all respects to applicable laws, rules and regulations from time to time in effect.

2. The applicability section of this rate notwithstanding, if a customer, other than a full requirements
customer, pays a standby charge pursuant to Rate Schedule S.S., Texas Gas Service Company
will maintain facilities and supply capability to serve said customer. If standby payments are
current, the customer will qualify for this rate.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 26

PUBLIC AUTHORITY AIR CONDITIONING SERVICE RATE

APPLICABILITY

Applicable to all public and parochial schools and colleges, and to all facilities operated by Governmental
agencies not specifically provided for in other rate schedules or special contracts who have and regularly
operate a gas fired air conditioning system.

TERRITORY

The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:

A Customer Charge of $ 32.71 plus -

Oct. - April May - Sept.
Winter Summer
The First 100 Ccf No Charge No Charge
The Next 400 Ccf $ .11409 per Ccf $ .08409 per Ccf
The Next 2500 Ccf .09409 per Ccf .06409 per Ccf
All Over 3000 Ccf .08409 per Ccf .05409 per Ccf

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall include an
amount equal to the Cost of Gas for the billing month as determined in accordance with Rate Schedule No. 1-1-
INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.
CONDITIONS
1. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

2. Service under this schedule applies only to usage from a separately metered gas fired air conditioning
system. Non-air conditioning usage is subject to the cost of service rate on Rate Schedule No. 25.

3. Air conditioning equipment must be inspected and verified as to capacity by qualified Company personnel.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 27

MUNICIPAL WATER PUMPING SERVICE RATE

APPLICABILITY

Applicable to gas used in internal combustion engines by various municipal agencies in El Paso County,
Texas. This rate is only available to full requirements customers of Texas Gas Service Company.

TERRITORY
The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:
A Customer Charge of $ 121.75 plus -

The First 5000 Ccf $ .06817 per Ccf
All Over 5000 Ccf .05817 per Ccf

Prompt Payment Provision: None. Above rates are net.

OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall
include an amount equal to the Cost of Gas for the billing month as determined in accordance with Rate
Schedule No. 1-1-INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

1. Delivery of gas hereunder may be interrupted or curtailed at the discretion of the Company, in case
of shortage or threatened shortage of gas supply from any cause whatsoever, to conserve gas for
other consumers.

2. The applicability section of this rate notwithstanding, if a customer, other than a full requirement
customer, pays a standby charge pursuant to Rate Schedule S.S., Texas Gas Service Company will
maintain facilities and supply capability to serve said customer. If standby payments are current,
the customer will qualify for this rate.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE 40

INDUSTRIAL SERVICE RATE

APPLICABILITY

Applicable to industrial consumers and to consumers not otherwise specifically provided for under any
other rate schedule. This rate is only available to full requirements customers of Texas Gas Service
Company.

TERRITORY

The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro, and Vinton, Texas

COST OF SERVICE RATE

During each monthly billing period:

A Customer Charge of $ 84.01 plus -

The First 100 Ccf No charge

The Next 400 Ccf $ .14528 per Ccf
The Next 2500 Ccf 13528 per Ccf
All Over 3000 Ccf .06528 per Ccf

Prompt Payment Provision: None. Above rates are net.
OTHER ADJUSTMENTS

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill shall
include an amount equal to the Cost of Gas for the billing month as determined in accordance with Rate
Schedule No. 1-1-INC multiplied by the total Ccf consumed during the billing month.

Taxes: Plus applicable taxes and fees (including franchise fees) related to above.

CONDITIONS

1. Subject in all respects to applicable laws, rules and regulations from time to time in effect.

2. The applicability section of this rate notwithstanding, if a customer, other than a full requirements
customer, pays a standby charge pursuant to Rate Schedule S.S., Texas Gas Service Company will
maintain facilities and supply capability to serve said customer. If standby payments are current,
the customer will qualify for this rate.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE C-1
Page 1 of 2

ELECTRICAL COGENERATION AND ENERGY CONSERVATION RATE

APPLICABILITY

Service under this rate schedule is available to any customer who enters into a contract with the
Company to use natural gas for the purpose of cogeneration. Cogeneration is defined as the
use of thermal energy to produce electricity with recapture of by-product heat in the form of
steam, exhaust heat, etc. for industrial process use, space heating, food processing or other
purposes.

TERRITORY

This rate shall be available throughout the Company’s El Paso Service Area which includes El
Paso, Anthony, Clint, Horizon City, Socorro and Vinton, Texas.

COST OF SERVICE RATE

During each monthly billing period:

A Customer Charge of $ 300.50 plus -

Oct. - April May - Sept.
Winter Summer
The First 5,000 Ccf $ .07108 per Ccf $ .06107 per Ccf
The Next 95,000 Ccf .06108 per Ccf .05106 per Ccf
The Next 300,000 Ccf .05108 per Ccf .04107 per Ccf
All Over 400,000 Ccf .04108 per Ccf .03106 per Ccf

Cost of Gas Component: In addition to the Cost of Service set forth above, each customer's bill
shall include an amount equal to the Cost of Gas for the billing month as determined in
accordance with Rate Schedule No. 1-1-INC multiplied by the total Ccf consumed during the
billing month.

CONDITIONS

1. Gas taken under this rate shall be used exclusively for the purpose of cogeneration as
defined in the Applicability section of this rate schedule and not for other purposes. The
gas taken under this rate will be separately metered.

2. This rate will not be available for standby use.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008 (Incorporated Areas Only) (Incorporated Areas Only)




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE C-1
Page 2 of 2

ELECTRICAL COGENERATION AND ENERGY CONSERVATION RATE
(Continued)

3. For the purpose of this rate, the annual load factor must be 60 percent or greater. The
annual load factor is defined as the customer’s total annual consumption divided by the
Ccustomer’s peak month consumption times twelve. If less than 60 percent load factor
occurs for a twelve-month period, the rate charged will revert back to the rate that the
customer would have otherwise been served under. A continuous twelve-month period of
60 percent or better load factor must precede a return to the cogeneration rate.

4. To qualify for the summer discounts, the customers’ peak summer months load must be at
least 75 percent of the customers’ peak winter months load. Failure to meet this
requirement will result in an adjustment to the customers’ October bill equal to the
difference between the winter and summer rates times that year’s total May through
September consumption by that customer.

5. The curtailment priority of any customer served under this rate schedule shall be the same
as the curtailment priority which would pertain if gas were used directly to provide energy
for uses as defined and listed in paragraph 14.2 of the Company’s Texas Rules of Service.

6. Subject in all respects to applicable laws, rules and regulations from time to time in effect.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008 (Incorporated Areas Only) (Incorporated Areas Only)




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE S.S.

STANDBY SERVICE RATE

APPLICABILITY

Applicable to all customers who have alternative natural gas transmission or distribution
facilities physically conformed to supply natural gas service to them and who are not full
requirements Texas Gas Service Company customers.

TERRITORY

The incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro and Vinton, Texas.
RATE

During each monthly billing period, the charge shall be $ 125.00 plus $ 20.00 per Mcf/Hour of
connected rated capacity of natural gas consuming equipment.

CONDITIONS

1. This charge shall cause the Company to maintain a connection with the customer including
metering and regulation facilities. The Company will also arrange with suppliers for
sufficient gas reserve assurance so that the customer can resume service upon reasonable
notice to the Company.

2. Company engineers shall have the right and be afforded the opportunity by the customer to
inspect the facilities to properly ascertain the gas-using capacity on the customer's premises.

3. Subject in all respects to applicable laws, rules, and regulations from time to time in effect.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE T-1
Page 1 of 2

TRANSPORTATION SERVICE RATE
APPLICABILITY

Service under this rate schedule is available to any customer for the transportation of customer-owned natural
gas through the Company's distribution system. The customer must arrange with the customer's gas supplier
to have its gas delivered to one of the Company's existing delivery points for transportation by the Company
to the customer's facilities at the customer's service point,

TERRITORY

El Paso Service Area consisting of the incorporated areas of El Paso, Anthony, Clint, Horizon City, Socorro
and Vinton, Texas.

RATE
This rate shall be the sum of Part A and Part B as described below:
Part A: A customer charge of $ 300.50 per meter per month.

Part B:  All volumes of natural gas transported during each month in accordance with this schedule
shall be billed at a rate calculated as follows:

1. Determine the bill for the quantity of customer-owned gas metered and delivered to the customer at
the Company's volumetric Cost of Service Rate on the gas sales tariff which would otherwise be
applicable;

2. Add a balancing service rate for any applicable portion of incremental cost of the Company’s
transportation reservation costs received from its upstream pipelines that is deemed at the
Company’s sole discretion to directly or indirectly benefit the transportation service customers
through scheduling balancing flexibility. The balancing service rate will be recalculated annually in
conjunction with the Cost of Gas annual reconciliation audit and/or as the upstream pipeline
changes the rates being charged to the Company. In addition the Company will charge system sales
customers as of the date of this Rate Schedule that become transportation customers after the
effective date of this Rate Schedule, a rate representing the cost of stranded capacity, incurred by the
Company for upstream transportation and reservation costs as determined by the Company.
Proceeds from these rates will be credited to the Reconciliation Account.

3. See the “Additional Charges to Cost of Service Rate” Pursuant to Rate Schedule T-GEN (General
Charges and Provisions).

SPECIAL PROVISIONS

1. Transportation volumes delivered under this schedule shall be considered first through customer's meter
for billing purposes.

2. Gas transported under this schedule shall be for use only by the customer.

3. See the “Additional Charges to Cost of Service Rate” pursuant to Rate Schedule T-GEN (General Charges
and Provisions).

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008




TEXAS GAS SERVICE COMPANY
El Paso Service Area - West Texas Region RATE SCHEDULE T-1

Page 2 of 2

TRANSPORTATION SERVICE RATE
(Continued)

SPECIAL PROVISIONS (Cont’d)

4. Prior to the execution of a Gas Transportation Service Agreement, customer must represent and certify that its

usage shall average at least five hundred (500) Mcf of gas per month or six thousand (6,000) Mcf annually.
The Company shall have the right at all reasonable times, upon prior notice to Customer, to enter onto
Customer’s premises and inspect Customer’s facilities and operations to verify such capability. Customer
must agree to notify the Company within a reasonable time if there is any change in Customer’s usage.
Should Customer’s usage average less than five hundred (500) Mcf per month or six thousand (6,000) Mcf
annually, Customer must so notify the Company and the Company may discontinue service hereunder, except
as may otherwise be provided in the Gas Transportation Service Agreement between the Company and
customer, and provide service under the general service rate applicable to Customer.

Customers that qualify for and elect service under this tariff must remain on transportation service for a
minimum of twelve months. If a customer chooses to leave transportation service under this tariff after
twelve months, the customer may not return to transportation service for at least twelve months. If a
customer requests to leave transportation service under this tariff and return to the appropriate general service
rate, the Company may at its sole discretion decline the request until adequate upstream pipeline capacity can
be procured.

6. Transportation of customer-owned natural gas under this tariff will require telemetry or electronic flow

measurement that meets the Company’s required specifications at the customer’s point (s) of re-delivery.
The Company may require the customer to reimburse the Company for the cost of telemetry at its sole
discretion.

CONDITIONS

1.

Transportation of customer-owned natural gas hereunder shall be subject in all respects to applicable laws,
rules and regulations from time to time in effect.

Transportation of customer-owned natural gas hereunder shall be limited to natural gas of equal or higher
quality than natural gas currently available from the Company's supplier(s). All gas delivered by the
Company to the customer shall be deemed to be the same quality as that gas received by the Company for
transportation.

Transportation of customer-owned natural gas hereunder is subject in all respects to terms and conditions of
the Gas Transportation Service Agreement entered into between the customer and Company prior to
commencement of service and all amendments and modifications thereto.

With respect to the Company's capacity to deliver gas at any particular time, the curtailment priority of any
customer served under this schedule shall be the same as the curtailment priority established for other
customers served pursuant to the Company's rate schedule which would otherwise be available to such
customer.

Supersedes Same Rate Schedule Dated Meters Read On and After
February 15, 2008
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