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5.0 Rate Case Expense Surcharge

5.1 The Rate case Expense Surcharge shall be in effect beginning on or after the
date of the Conmmissions Final Oder in Gas Uilities Docket No. 10190 and wll
continue for approximately six years until all of the rate case expense recovery
approved in the Final Order is fully recovered

5.2 The surcharge rate shall be $0.57 per Mf.

5.3 Formula: Fee Approved by the City of Magnolia of $0.57 per Mcf Miltiplied by
Vol ume (Mcf) billed that month Equal s the Rate Case Expense Surcharge on that bil

5.4 This surcharge is in addition to other rates and surcharges set forth in this
tariff. 5.5 Report. Hughes shall file an annual Reconciliation of the Rate Case
Expense Surcharge collected during the previous cal endar year with the Gty of
Magnol i a. The Report shall be filed when the RRC Annual Report is filed with the
Conmi ssi on

2.0 Weather Nornmlization Tariff

2.1 WNF. The Weat her Normalization Factor (WNF) is a factor that adjusts the

Vol uretric Fee for each 1,000 cubic feet (Mf) of natural gas sold. The WNF is
designed to refund over-collections and to surcharge for under-collections of
revenue due to colder than normal or warner than normal weather. In order to
refl ect weather variances in a tinely and accurate manner, the WNF is cal cul ated
nonthly and is based on nonthly weather information for the five-nonth period
begi nning with Novenber and ending with March

2.2 Formula. The WNF is cal culated, as foll ows: [ Adj usted Heating Load plus Base
Non- Heati ng Load] divided by Total Volunmes Sold

\Wher e

Adj usted Heating Load (Mcf) = Heating Load divided by HDD Factor

AvgHDD = Average heating degree-days for a cal endar nonth as neasured by the
Nat i onal Cceanic and At npbspheric Administration (NOAA) for the period 1980 through
2010 at their weather station in Conroe, Texas. The AvgHDD val ues used to cal cul ate
the WNF are: Novenber 191, Decenber 428, January 453, February 320, March 172

Base Non-Heating Load (Mf) = 2.00 tinmes the nunber of bills issued

Bills = Nunber of bills issued to customers for gas sold that nonth

HDD = A heating degree day is a neasurenment of demand for energy to heat houses and
busi nesses. The WNF i s based upon actual heating degree-days for a cal endar nonth
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as neasured by the NOAA at their weather station |located in Conroe, Texas
HDD Factor (Heating Degree-Day Factor) = HDD divided by AvgHDD

Heating Load (Mcf) = Total Volunes Sold minus Base Non-Heating Load Weat her
Nor mal i zati on nmonths = Novenber, Decenber, January, February, March

2.3 Report. Wthin 45 days fromthe | ast day in each Wather Normalization nonth
the conpany shall provide to the Gty of Magnolia, in spreadsheet format, one WNF
Conpl i ance Report per nonth to denmonstrate how t he company cal cul ated the WNF
using the follow ng format:

FORVAT FOR WNF COVPLI ANCE REPORT

Line 1 AvgHDD

Li nes 2-3 bl ank

Line 4 HDDs (for Conroe weather station)

Lines 5-6 bl ank

Line 7 Bills

Li ne 8 bl ank

Line 9 Base Non-heating |load (Met), which is Line 7 times 2.19

Li ne 10 bl ank

Line 11 Total Vol unes Sold

Li ne 12 bl ank

Line 13 Heating Load (Mf), which is Line 11 nminus Line 9

Li nes 14-15 bl ank

Line 16 HDD Factor, which is Line 4 divided by Line 2

Line 17 bl ank

Line 18 Adjusted Heating Load (Mcf), which is Line 13 divided by Line 16
Line 19 bl ank

Line 20 WNF, which is [(Line 18 plus Line 9) divided by Line 11)]

Li ne 21-22 bl ank

Line 23 Vol unetric Fee ($ per Mf)

Li ne 24 bl ank

Line 25 Adjusted Volunetric Fee (Line 23 tines Line 20)

Li ne 26-27 bl ank

Line 28 Effect on revenue, which is [(Line 25 minus Line 23) x Line 11)].
Each report shall have a colum of data for each of the five Wather Nornmalization
nonths, with fields populated for the |latest and prior nobnths in a w nter season

1.0 CGeneral Tariff

1.1 Application of tariffs. The tariffs of Hughes Natural Gas, Inc. (Hughes) apply
only to areas served by Hughes in the incorporated City of Magnolia

1.2 Rates. The following rates are effective for bills rendered on or after July
1, 2014.

1.2.1 Monthly Custoner Charge, residential and commercial custoners: $17.64*,
applies per meter, per nonth

1.2.2 Volunetric Fee, residential and commercial custoners: $7.7726*, applies
per thousand cubic feet (Mf);
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These rates are subject to annual adjustnent per the terns of the Cost of Service
Adj ustment (COSA) provision in Section 11 of this tariff.

1.2.3 Monthly Custoner Charge COSA History.
Oiginal Decenber 2013 charge $16. 80;
June 2014 COSA adj ust ment $0. 84;
Total July 2014 Monthly Custonmer Charge $17. 64;

1.2.4 Volunetric Fee COSA History.
Original Decenmber 2013 charge $7.4025;
June 2014 COSA adj ustment $0. 3701;
Total July 2014 Volunetric Fee $7.7726.

1.3 Custoner Bills. Hughes' bills are rendered nonthly to custoners. Each bill
shal |l include the follow ng:

- Monthly Custoner Charge,

- Volunetric Fee, as adjusted by the Wather Nornalization Factor, if applicable,
- Cost of Gas, - City Franchise Fee,

- Tax Adjustment, if applicable,

- Rate Case Expense Surcharge,

- M scel l aneous Service fees, if applicable,

- Deposit fees or credits, if applicable,

- Line Extension charges, if applicable, and

- Pipeline Safety and Regul atory Program Surcharge, once annually.

The Monthly Custonmer Charge is the mninum anount included on a custoner bill.

Hughes may, at its option, bill the Volunmetric Fee in thousands of cubic feet (Mf)
or in hundreds of cubic feet (Ccf). The Volunetric Fee per Ccf is 1/10th of the
Vol unetric Fee per Mf.

The due date for remttance of a paynment to Hughes shall be not |ess than 15 days
after the date the bill is issued, in accordance with 16 TEX. ADM N. CODE Secti on
7.45(4)(A). Hughes |l ate paynent fee applicable to bill payments received after the
due date is zero ($0.00).

1.4 Tax Adjustnent. Any applicable ad Val orem Taxes and State Franchi se Taxes
affecting the Cost of Service affecting the Cost of Service shall be reflected as
separate line itens specifically identifying the tax on Custoner invoices, and
shall be reported to the City of Magnolia. The tax adjustment shall be an anpunt
equi val ent to the proportionate part of an existing tax or new tax or any
governnmental inposition, rental fee, or charge |levies, assessed or inposed
subsequent to the effective date of this tariff.

1.4.1 Fornula. The tax adjustnment is calculated in accordance with the follow ng
fornul a:

Tax Amount
Di vi ded by
Vol umre (Mcf) billed that nonth
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Equal s Tax adjustnent, applied per Mf.

In this formula, the Volume (Mcf) billed refers to the volune of gas sold during
the usage nonth that the adjustment is included on custoner bills.

1.4.2 Reconciliation. Wthin 45 days after applying a tax adjustment and collecting
the adjustnment, the Conpany shall provide the City of Magnolia a reconciliation
detailing the calculation of the adjustnment and reconciling the ambunts coll ected.
If the reconciliation reflects either an over-recovery or an under-recovery of
revenues of nore than $0.50 per custoner, such anpunt shall be carried forward and
applied in the next billing cycle. If the over-recovery or an under-recovery of
revenues is |less than $0.50 per customer, the Conpany shall carry-forward the
amount until the next application of the tax adjustment.

1.5 Gty Franchise Fee. The City Franchise Tax consists of a 5% surcharge applied
to the Cost of Gas and the Volunetric Fee of each bill. In accordance with the
Franchi se Agreenent between Hughes and the City of Magnolia, all City Franchise
taxes collected over the course of a cal endar year shall be paid to the Gty of
Magnolia no later than the follow ng April 1st.

1.5.1 Formula. The Franchise Tax Fee is calculated in accordance with the follow ng
formul a:

Cost of Gas plus the Volunetric Fee
Mul tiplied by
5%
Equal s
City Franchi se Fee.

1.5.2 Reconciliation. Hughes shall provide a reconciliation detailing the fees
coll ected during the previous year along with the paynent of fees collected no
|ater than April 1st of each cal endar year.

4.0 Pipeline Safety and Regul atory Program Tari ff

4.1 Fee. Once annually, Hughes shall renit to the Conmission the fee required in 16
TEX. ADM N. CODE Section 8.201.

4.2 Surcharge. During the next billing cycle followi ng Hughes renittance to the
Conmi ssion of the fee, Hughes shall include on its custoners bills a Pipeline
Safety and Regul atory Program Surcharge, to the extent authorized in 16 TEX. ADM N.
CODE Section 8.201.

4.3 Fornula. The Rule 8.201 surcharge is calculated in accordance with the
follow ng fornul a:

Rul e 8.201(b) fee assessed by the Conmi ssion on Hughes
Di vi ded by

Nunber of neters billed
Equal s
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Rul e 8.201(b)(3) surcharge, applied per custonmer neter, once annually

In this formula, the nunber of nmeters billed refers to the nunber of nmeters billed
during the billing nmonth that precedes the nonth the Rule 8.201(b)(3) surcharge is
included on custoner bills

3.0 Cost of Gas Tariff

3.1 ldentification on bills. Hughes shall include on each custoner bill the
reasonabl e and necessary cost of gas purchased by Hughes

3.2 Definitions. The following definitions apply to this Cost of Gas Tariff:

3.2.1 Cost of Gas. The total calculation, under this Cost of Gas Tariff, consisting
of the commpdity cost, a reconciliation conponent, and related fees and taxes

3.2.2 Cost of purchased gas. The wei ghted average cost of gas purchased by Hughes
fromall sources, calculated by sunming the cost of gas purchased and applicable
third party charges, then, dividing that sumby total volumes purchased

3.2.3 Purchases / Sales ratio. Aratio determned by dividing the total vol unes
purchased for custoners during the twelve nonth period ending June 30 by the sum of
vol umes sold to custonmers. For the purpose of this conputation, all volunes shal

be stated at 1.465 pound-force per square inch absolute (psia). Such ratio shall in
no event exceed 1.0526 i.e. 1/(1- 0.05) unless expressly authorized by the
applicable regulatory authority.

3.2.4 Reconciliation account. The account naintained by Hughes to ensure that, over
time, Hughes will neither over-collect nor under-collect revenues as a result of
the operation of this Cost of Gas Tariff. Entries shall be made nmonthly to reflect

- the total anmpunts paid to Hughes™ suppliers for natural gas applicable to
general service custoners, as recorded in the conpany's books and records

- revenues produced by the operation of this Cost of Gas Tariff, - refunds
payments, or charges provided for herein or as approved by the regul atory
authority.

3.2.5 Reconciliation audit. An annual review by Hughes of its books and records for
each twel ve nonth period ending with the June accounting nmonth to determine the
amount of over-collection or under-collection occurring during that twelve nonth
period. The reconciliation audit conducted by Hughes shall deternmine

- the total anmount paid for gas purchased by Hughes to provide service to its
general service custoners during the period

- the revenues received fromoperation of the provision of this Cost of Gas
Tariff, reduced by the amount of revenue-associated fees and taxes paid on those

revenues,

- the total anmount of refunds made to customers during the period and any ot her
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revenues or credits received by Hughes as a result of relevant gas purchases or
operation of this Cost of Gas Tariff,

- an adjustnment, if necessary, for lost and unaccounted for gas during the period
in excess oftive (5) percent of purchases

3.2.6 Reconciliation conponent. The anmount to be returned to or recovered from
customers each nonth on custoner bills covering usage for Septenber through May, as
a result of Hughes' reconciliation audit.

3.3 Deternination and application of the reconciliation conponent.

If the reconciliation audit reflects either an over-recovery or an under-recovery
of revenues, such anmount shall be divided by the general service custonmer sales
vol umes, for the period beginning with the preceding Cctober billing cycle through
the June billing cycle. The reconciliation conponent, so determined to collect any
revenue shortfall or to return any excess revenue, shall be applied for a nine (9)
mont h period beginning with the next Cctober billing cycle and continuing through
the next June billing cycle at which tine it will terminate until a new
reconciliation conponent is determn ned

3.4 Surcharge or refund procedures. In the event that the rates and charges of
Hughes™ suppliers are retroactively reduced, and a refund of any previ ous paynent
is made to Hughes, Hughes shall make a similar refund to its general service
customers. Sinmilarly, Hughes may surcharge its general service custoners for
retroactive paynments made for gas previously delivered into the system I|f the
paynent or refund related to gas purchased by Hughes is for a period of twelve
consecutive nonths or longer, the total ampbunt recovered or refunded shall be
divided by the general services sales nmade to general service custoners during this
applicable period. Wth regard to anmpbunts received or paid that are applicable to
periods | ess than twel ve consecutive nonths, Hughes shall refund or collect such
anmounts using one of the follow ng three nethods

3.4.1 over the sane period oftime as the over-charge or under-charge occurred

3.4.2 over the sane nunber of units sold during the period of the over-charge or
under char ge, or

3.4.3 include the entire amobunt in the reconciliation account. Refunds or charges
shall be entered into the reconciliation account as they are collected fromor
returned to custoners. For the purpose of Sec. 3.5, the entry shall be made on the
sane basis used to determine the refund or charge conmponent of the cost of gas and
shall be subject to the calculation set forth in Sec. 3.4, above

3.5 Report. By August 31 of each year, Hughes shall file with the City of Magnolia
an annual Cost of Gas Reconciliation Report. The annual reconciliation report shal
i nclude, but not necessarily be limted to

3.6.1 a tabulation of volunmes of gas purchased and costs incurred listed by
account or type of gas, supplier and source, by nonth, for the twelve nonths ending
June 30
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rel ated Cost of Gas Tariff revenues;

of the reconciliation account.

the Railroad Conmi ssion Annual Report used in the previous annual

good faith to resolve the difference.
11.2. Effective Date and Term nation Date. This COSA O ause shall

Decenber 31, 2016 unless the parties nutually agree to extend.

year's val ues.

accordance with the follow ng fornul a:

Taxes other than Federal Income Tax from FERC Account 408**, plus

Equal s Operating Expenses

** Excluding Gty Franchise Tax, G oss Receipts Tax and any ot her
t axes.

3.6.2 a tabulation of gas volunes sold to general service custoners and the

3.6.3 a sunmary of all other costs and refunds nade during the year and the status

Pi pe Safety Fee 4.4 4.4 The pipeline safety fee for 2013 was a one tinme fee of $0.60 per bill for each

bill issued in March 2013; and the pipeline safety fee for 2014 was a one tine fee
of $0.80 per bill for each bill issued in April 2014.
Magi nc COSA 11. 0 Cost of Service Adjustment (COSA)

11.1. Filing Dates. The Conpany shall nake its annual filing no later than June 1,
with adjusted rates to be effective for bills issued 90 days after the filing date.
The filing shall include a completed filing schedule as approved by the City and a
copy of the Railroad Conmi ssion Annual Report for the current year and a copy of
COSA cal cul ation.
If the City takes exception to any part of the filing, the Conpany shall be
provided a detailed description of the exception no |later than 45 days after the
filing date of a conplete application and the parties agree to work together in

be effective on
the date of its passage by Gty Odinance and acceptance by Conpany and expire on

11. 3 Conmponents of Rate Adjustnent. Cal cul ation of the Cost of Service Adjustnent
wi Il be based on cal endar year operating expenses and return on investnment.
Rai | road Commi ssion Annual Report for the current year and the previous year's COSA
filing for previous year values shall be used as the basis for these calcul ations.
For the initial filing in 2014, the Conpany shall use the annual report filed with
the Railroad Conmission in 2013 and executed on May 30,2013, for the previous

The

11.3.1 Operating Expenses Fornula. The Operating Expenses are calculated In

Sum of Depreciation and Anortization Expense from FERC Account 403-405*, plus

Di stribution

Expenses from FERC Accounts 870-894, plus Custoner Rel ated Expenses from FERC
Account 901-916, plus Administrative & General Expenses from FERC Accounts 920-
932, except 928, plus Interest on Customer Deposits from FERC Account 431 ***

* Based on depreciation nethods, lives and rates approved in GUD 10190

revenue based

*** Excluding any other interest expense that nmay be posted in FERC Account 431.
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11.3.2 After Tax Return on Investnment. The Rate of Return will remain constant at
9% the level authorized in GUD 10190. The after tax return on investnment is the
Rate of Return nultiplied by the Rate Base Bal ance for the applicabl e cal endar year
as reported in the Annual Report filed with the Railroad Comm ssion.

11.3.2.1 Rate Base Bal ance Fornul a. The Rate Base Bal ance is calculated in
accordance with the follow ng fornul a:

Original Cost from FERC Account 101

Less the Accumul ated Depreciation from FERC Account 108

Plus the Prepaynents from FERC Accounts 132-134 and 166-176

Less the Custoner Deposits from FERC Account 235

Less the Custoner Advances from FERC Account 252

Less the Deferred Federal |ncone Taxes (Section 11.3.2.3)

Equal s the Rate Base Bal ance

11.3.2.2 After Tax Return on Investnment Formula. The After Tax Return on | nvestment
is calculated in accordance with the following fornula: Rate Base Bal ance (Section
11.3.2.1)

Mil tiplied by

9% the Rate of Return approved in GUD 10190

Equal s the After Tax Return on |nvestnment

11.3.2.3 Deferred Federal Incone Tax Formul a. Deferred Federal |ncone Taxes are
cal culated in accordance with the follow ng formul a:

Accurnul at ed Depreciation for federal income tax purposes

| ess the Accunul ated Depreciation from FERC Accounts 108

Mul tiplied by

35% the Federal Incone Tax rate approved in OUD 10190

Equal s Deferred Federal |ncone Taxes

11. 3.3 Federal Inconme Tax Adjustment Formula. The federal income tax adjustment

adjusts the after tax return on investnment to a before tax return on investnent.
The Federal Income Tax Adjustment is calculated in accordance with the follow ng

f onnul a:

After Tax Return on Investnent (Section 11.3.2.2)
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Less Interest on Long Term Debt (Section 11.3.3.1)

Less Investnent tax credit taken for that cal endar year

Equal s the taxabl e conponent of after tax return on investnent

Mil tiplied by 35% the Federal |Inconme Tax rate approved in GUD 10190
Less Investnent tax credit taken for that cal endar year

Mul tiplied by

1.538462, the Gross Up-Factor approved in GUD 10190

Equal s the Federal |ncome Tax Adjustment

11.3.3.1 Interest on Long Term Debt Formula. Interest on Long Term Debt is
cal culated in accordance with the follow ng fornula:

3.115% the Debt Cost Component of Return approved in GUD 10190
Mul tiplied by

the Rate Base Bal ance{Section 11.3.2.1)

Equal s the Interest on Long Term Debt

11. 3.4 Rate Adjustnent Factor. The Cost of Service Adjustnent is cal cul ated based
on the Cost of Service for each year.

11.3.4.1 Cost of Service Fornula. Cost of Service is calculated in accordance of
the following fornul a:

Sum
Qperating Expenses from Section 11.3.1 above, plus
After Tax Return on Investnent from Section 11.3.2.2 above, plus
Federal |ncone Tax Adjustnent from Section 11.3.3 above
Equal s Cost of Service for a particular year
11.3.4.2 Cost of Service Adjustnment Formula. The first Cost of Service
Adj ustment under this tariff will be calculated in 2014. The Cost of Service
Adj ustrment is calculated in accordance with the followi ng fornula:

Cost of Service for the current year (Section 11.3.4.1), plus

Accrued Qutstandi ng Cost of Service (Section 11.3.4.4)
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Less

Cost of Service (Section 11.3.4.1) for the prior year Equals Cost of Service
Adj ust ment

11.3.4.3 Rate Adjustnent Factor Fornula. The first Rate Adjustnent Factor under
this tariff will be calculated in 2014. The Rate Adjustnment Factor is expressed as
a percentage and is calculated in accordance with the follow ng fornmula:

Cost o f Service (Section 11.3.4.1) for the prior year, plus

Cost of Service Adjustment (Sectionll.3.4.2),

Di vi ded by

Cost o f Service (Section 11.3.4.1) for the prior year

Equal s the Rate Adjustnment Factor

The Rate Adjustnment Factor may not exceed 105% the Maxi mum Rate Adjustnent Factor.
Any portion of the Cost of Service Adjustment that exceeds the 105% limitation
shal | becone the Qutstandi ng Cost of Service Carry- Forward for the current year
and accrued to the follow ng year's COSA cal cul ation.

The Rate Adjustment Factor may not be | ess than 100% unl ess the Conpany's approved
rates, if applied systemw de, woul d generate earnings in excess of the cost of
service as determ ned under the COSA in the current year as calculated in Section
11.3.5.

11. 3. 4.4 CQutstanding Cost of Service Carry-Forward Formula. The CQutstandi ng Cost of
Service Carry-Forward is calculated in accordance with the following formula if the
Rat e Adjustnent Factor from Section 11.2.3.2 exceeds 105%

Cost of Service Adjustnent (11.3.4.2)

Less 5% multiplied by the prior year Cost of Service (Section 11.3.4.1)

Equal s the CQutstanding Cost of Service Carry-Forward to be added to the subsequent
year's Accrued Qutstandi ng Cost of Service

The CQutstanding Cost of Service Carry-Forward is only applicable to the fornula in
this tariff and shall not be considered as approval for a deferred accounting or

for the creation of a regulatory asset.

11.3.4.5 New Monthly Custonmer Charge Formula. The new Monthly Customer Charge
is calculated in accordance with the follow ng fornula:

Rat e Adjustnment Factor (Section 11.3.4.3)

Mul tiplied by the Current Monthly Custoner Charge
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Equal s
New Mont hly Custonmer Charge

11.3.4.6 New Volunetric Fee. The new Vol unetric Fee IS calculated I n accordance
with the following formula: Rate Adjustment Factor (Section 11.3.4.3)

MU tiplied by the Current Volunetric Fee Equals New Volunmetric Fee 11.3.5

Earni ngs Verification Formula. Each filing will include a conparison of the Cost of
Service for the current year to a proxy of the system wi de revenues of Conpany had
Conpany been authorized to charge the City approved rates systemw de in the annual
period covered by the annual report of the Conpany for the current year to
determne if the Conpany's rates woul d produce excess earnings if charged system
wide and is calculated in accordance with the follow ng fornul a:

System wi de custoner bills multiplied by the customer charge approved by the City
at the tine of filing the COSA

Pl us System wi de vol unmes of sales multiplied by the volunetric charge approved by
the City at the time of filing the COSA

Equal s System W de Revenue Proxy

If the System Wde Revenue Proxy for the current year exceeds the Cost of Service
(Section 11.304.1) for the current year, a negative rate adjustnent factor as
calculated in Section 11.304.3 may be applied.

11. 4 Regul atory Revi ew of Annual Rate Adjustment. This Cost of Service Adjustnent
Clause does not limt the legal rights and duties of the City to regulate the rates
and services of Conpany.

The annual Rate Adjustnment shall take effect for bills issued 90 days after the
filing date. During this ninety (90) day period, the Conpany will provide
additional information and supporting docunents as requested within ten (10)

wor ki ng days of the original request. If no action is taken by the City to approve,
nmodi fy, or deny the proposed Rate Adjustnent before the expiration of 90 days after
the date a conplete filing is nmade then the proposed Rate Adjustment shall be
deened approved.

11.5 Changed Circunstances. |In the event the Conpany has a substantial increase in
its Cost of Service in any given year or in the event the Accrued CQutstandi ng Cost
of Service exceeds 7% of the Cost of Service for the current year or in the event
of a substantial change in the operations of the Conpany, the parties agree to
negotiate in good faith to nodify the Cost of Service Adjustnent C ause to allow
for a further increase in the Rate Adjustment. To the extent the parties cannot
agree to any such increase in the Rate Adjustment in any particul ar year, the
Conpany shall have the right to file a full statenment of intent rate proceeding to
change rates within the City. In the event the City denies a Rate Adjustment that
is fully conpliant with the provisions in this Cost of Service Adjustnent Cd ause,
the Conpany may file a full statenent of intent proceeding to change rates within
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the Cty.

11.6 Rate Case Proceedi ngs. Nothing herein prohibits the Company fromfiling for
approval of a surcharge to recover relocation costs under Tex. Util. Code Section
104. 112 for relocation projects conpleted after May 1, 2012. Relocation projects on
t he Conpany System conpleted on or before May 1, 2012 are allocated system w de and
subsunmed within the invested capital used to set the tariff rates approved by the
City and the annual COSA adjustnments. The Conpany shall present any future
relocation filing on a systemw de basis, subject to approval of the Railroad
Corruni ssion of Texas.

11.8 Rate Case Rel ated Expenses. Any legal and consulting expenses incurred by the
City in the devel opnment, filing and review required by this COSA C ause (including
any appeal proceeding) may be reinbursed by the Conpany. If the City seeks

rei mbursenent under this provision, all invoices approved for reinbursement will be
provided to the Conpany no later than thirty days after the conclusion of the
proceedi ng and the Conpany shall make paynment to the City no later than the sixty
days after the conclusion ofthe proceeding.

Any | egal and consulting expenses incurred by the Conpany in the devel opnent,
filing and review required by this COSA d ause (including any appeal proceeding)
shall be reviewed by the City to determne if they are reasonabl e and whet her and
to what extent the expenses should be recovered fromcustoners. Atotal with
supporting docunents and a proposed tariff shall be provided to the Gty for review
and approval no later than twenty days after the conclusion of a proceeding.

The City's expenses to be reinbursed by the Conpany shall not exceed the Conpany's
expenses approved for reinbursenent and the Conpany's expenses to be recovered
shall not exceed the City's expenses approved for reinbursement. The total of both
the Gty's expenses and the Conpany's approved expenses shall not exceed 20% of the
increase in revenues attributable to the City's custoners. |f approved by the City
for recovery fromcustoners, the total ofthe City's and the Conpany's expenses
approved for recovery shall be recovered by the Conpany over a twelve nonth period
fromcustoners located in the City through a nonthly volunetric (per Met) surcharge
beginning with bills issued after the City approves a surcharge tariff and the
Conpany pays the City and endi ng when the Conpany has fully recovered both the
armounts rei nmbursed by the City and anpbunts incurred by the Conpany and approved by
the Gity.

‘ RATE ADJUSTMENT PROVISIONS

CUSTOVER NAME

None
| CUSTOMERS
RRC_CUSTOMER NO CONFI DENTI AL? BILLING UNI T PGA CURRENT CHARGE PGA EFFECT| VE DATE
27024 N ccf $. 8540 08/ 01/ 2014

Magnol i a | ncor por at ed

27024
CUSTOVER NAME

N ccf $. 9006 10/ 01/ 2014

Magnol i a | ncor por at ed
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NEW?P: N RRC DOCKET NO. CI TY ORDI NANCE NO. 2013-034

AVENDVENT( EXPLAI N) COSA Rat e Adj ust ment
OTHER( EXPLAI N) :

SERVICES
TYPE OF SERVI CE SERVI CE _DESCRI PTI ON
B Conmmrer ci al Sal es

OTHER TYPE DESCRI PTI ON

A Resi denti al Sal es
OTHER TYPE DESCRI PTI ON
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DESCRI PTI ON; Distribution Sales STATUS. A
EFFECTI VE DATE: 04/ 01/ 2014 ORI G NAL CONTRACT DATE: RECEI VED DATE: 04/ 23/ 2014
GAS CONSUNED: N AVENDMVENT DATE: 04/ 01/ 2014 OPERATOR NO 412075
Bl LLS RENDERED: Y I NACTI VE DATE:
| RATE SCHEDULE
SCHEDULE | D DESCRI PTI ON

3.0 Cost of Gas Tariff

3.1 ldentification on bills. Hughes shall include on each custoner bill the
reasonabl e and necessary cost of gas purchased by Hughes

3.2 Definitions. The followi ng definitions apply to this Cost of Gas Tariff:

3.2.1 Cost of Gas. The total calculation, under this Cost of Gas Tariff, consisting
of the commbdity cost, a reconciliation conponent, and related fees and taxes

3.2.2 Cost of purchased gas. The wei ghted average cost of gas purchased by Hughes
fromall sources, calculated by sunm ng the cost of gas purchased and applicable
third party charges, then, dividing that sumby total volunes purchased

3.2.3 Purchases / Sales ratio. Aratio determned by dividing the total vol unes
purchased for custoners during the twelve nonth period ending June 30 by the sum of
vol umes sold to custoners. For the purpose of this conputation, all volunes shal

be stated at 1.465 pound-force per square inch absolute (psia). Such ratio shall in
no event exceed 1.0526 i.e. 1/(1- 0.05) unless expressly authorized by the
applicable regulatory authority.

3.2.4 Reconciliation account. The account naintained by Hughes to ensure that, over
time, Hughes will neither over-collect nor under-collect revenues as a result of
the operation of this Cost of Gas Tariff. Entries shall be nade nonthly to reflect:

- the total ampunts paid to Hughes™ suppliers for natural gas applicable to genera
service custoners, as recorded in the conpany s books and records

- revenues produced by the operation of this Cost of Gas Tariff,

- refunds, paynents, or charges provided for herein or as approved by the
regul atory authority.

3.2.5 Reconciliation audit. An annual review by Hughes of its books and records for
each twel ve nonth period ending with the June accounting nmonth to determine the
amount of over-collection or under-collection occurring during that twelve nonth
period. The reconciliation audit conducted by Hughes shall determ ne

- the total anmpbunt paid for gas purchased by Hughes to provide service to its
general service custoners during the period

- the revenues received fromoperation of the provision of this Cost of Gas Tariff,
reduced by the amount of revenue-associated fees and taxes paid on those revenues
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- the total ampunt of refunds nmade to custoners during the period and any ot her
revenues or credits received by Hughes as a result of relevant gas purchases or
operation of this Cost of Gas Tariff,

- an adjustnment, if necessary, for lost and unaccounted for gas during the period
in excess of five (5) percent of purchases

3.2.6 Reconciliation conponent. The anmobunt to be returned to or recovered from
customers each nonth on custoner bills covering usage for Septenber through May, as
a result of Hughes™ reconciliation audit.

3.3 Deternination and application of the reconciliation conponent. If the
reconciliation audit reflects either an over-recovery or an under-recovery of
revenues, such amount shall be divided by the general service custoner sales

vol umes, for the period beginning with the preceding Cctober billing cycle through
the June billing cycle. The reconciliation conponent, so determined to collect any
revenue shortfall or to return any excess revenue, shall be applied for a nine (9)
mont h period beginning with the next Cctober billing cycle and continuing through
the next June billing cycle at which tine it will terminate until a new
reconciliation conponent is determn ned

3.4 Surcharge or refund procedures. In the event that the rates and charges of
Hughes™ suppliers are retroactively reduced, and a refund of any previ ous paynent
is made to Hughes, Hughes shall make a similar refund to its general service
customers. Sinmilarly, Hughes may surcharge its general service custoners for
retroactive paynments made for gas previously delivered into the system I|f the
paynent or refund related to gas purchased by Hughes is for a period of twelve
consecutive nonths or longer, the total ampbunt recovered or refunded shall be
divided by the general services sales nmade to general service custoners during this
applicable period. Wth regard to anmpbunts received or paid that are applicable to
periods | ess than twel ve consecutive nonths, Hughes shall refund or collect such
anmounts using one of the follow ng three nethods

3.4.1 over the sane period oftime as the over-charge or under-charge occurred

3.4.2 over the sane nunber of units sold during the period of the over-charge or
under char ge, or

3.4.3 include the entire amobunt in the reconciliation account. Refunds or charges
shall be entered into the reconciliation account as they are collected fromor
returned to custoners. For the purpose of Sec. 3.5, the entry shall be made on the
sane basis used to determine the refund or charge conmponent of the cost of gas and
shall be subject to the calculation set forth in Sec. 3.4, above

3.5 Report. By August 31 of each year, Hughes shall file with the Conmi ssion, an
annual Cost of Gas Reconciliation Report. The annual reconciliation report shal
i nclude, but not necessarily be limted to

3.6.1 a tabulation of volumes of gas purchased and costs incurred |listed by account
or type of gas, supplier and source, by nonth, for the twelve nonths endi ng June
30
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3.6.2 a tabulation of gas volunes sold to general service custoners and the rel ated
Cost of Gas Tariff revenues;

3.6.3 a sunmary of all other costs and refunds nade during the year and the status
of the reconciliation account.

1.0 CGeneral Tariff 1.1
Application of tariffs.

The tariffs of Hughes Natural Gas, Inc. (Hughes) apply only to areas served by
Hughes in the follow ng named uni ncorporated areas:

Bell vill e environs, Brenham environs, Colunmbus environs, Conroe environs, Henpstead
environs, Magnolia environs, Mntgonery environs, Navasota environs, Prairie View
environs, Stagecoach environs, Todd M ssion environs, Tonball environs, Waller

envi rons.

1.2 (A) Rates. The following rates are effective for bills rendered on and
after the date of the Commission's Final Oder in Gas Wilities Docket 10190:

1.2.1 Monthly Custoner Charge, residential and comnmercial custoners: $17.10,
appl i es per neter, per nonth;

1.2.2 Volunetric Fee, residential and conmercial custoners: $7.05, applies per
thousand cubic feet (Mf);

(B) Rates. The following rates are effective for bills rendered one year after the
date of the Commission's Final Oder in Gas Uilities Docket 10190:

1.2.3 Monthly Custoner Charge, residential and commercial custoners: $18. 35,
applies per neter, per nonth;

1.2.4 Volunetric Fee, residential and commercial custoners: $7.05, applies per
thousand cubic feet (Mf);

1.3 Custoner Bills. Hughes' bills are rendered nonthly to custoners. Each bill
shall include the follow ng:

- Mont hl'y Cust omer Char ge,

- Vol unetric Fee, as adjusted by the Weather Nornalization Factor, if

appl i cabl e,

- Cost of Gas, - Tax Adjustnment, if applicable, - Rate Case Expense Surcharge,
- M scel | aneous Service fees, if applicable,

- Deposit fees or credits, if applicable,

- Li ne Extension charges, if applicable, and

- Pi peline Safety and Regul atory Program Surcharge, once annually.

The Monthly Custoner Charge is the minimum anount included on a customer bill.

Hughes may, at its option, bill the Volumetric Fee in thousands of cubic feet (Mf)
or in hundreds of cubic feet (Ccf). The Volunetric Fee per Ccf is 1/10th of the
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Vol unetric Fee per Mf.

after the due date is zero ($0.00).

of this tariff.
formul a

Tax Amount

Di vi ded by

Vol umre (Mcf) billed that nonth
Equal s Tax adjustnent, applied per Mf.

the usage nonth that the adjustnment is included on custoner

next application of the tax adjustnent.

MAGENV Pi pe Saf 4.0 Pipeline Safety and Regul atory Program Tari ff

TEX. ADM N. CCDE Secti on8. 201.

CODE Section8. 201

follow ng formula

Conmi ssi on on Hughes

by

The due date for remttance of a payment to Hughes shall be not
after the date the bill is issued, in accordance with 16 TEX. ADM N. CODE
Section7.45(4)(A). Hughes |ate paynent fee applicable to bil

| ess than 15 days

payments received

1.4 Tax Adjustnent. Any applicable Taxes including ad Val orem Taxes and State
Franchi se Taxes affecting the Cost of Service shall be reflected as separate |ine
itens specifically identifying the tax on Custoner invoices
to the Commission. The tax adjustnent shall be an anount equivalent to the
proportionate part of an existing tax or new tax or any governmental inposition
rental fee, or charge |evies, assessed or inposed subsequent to the effective date

and shall be reported

1.4.1 Formula. The tax adjustment is calculated in accordance with the follow ng

In this formula, the Volume (Mcf) billed refers to the volune of gas sold during

1.4.2 Reconciliation. Wthin 45 days after applying a tax adjustnent and collecting
the adjustrment, the Conpany shall provide the Conmission a reconciliation detailing
the cal cul ation of the adjustnment and reconciling the anounts collected. If the
reconciliation reflects either an over-recovery or an under-recovery of revenues of
nore than $0.50 per custoner, such armount shall be carried forward and applied in
the next billing cycle. If the over-recovery or an under-recovery of revenues is

| ess than $0.50 per custoner, the Conpany shall carry-forward the anmpbunt until the

4.1 Fee. Once annually, Hughes shall renit to the Conmission the fee required in 16

4.2 Surcharge. During the next billing cycle followi ng Hughes renittance to the
Conmi ssion of the fee, Hughes shall include on its custoners bills a Pipeline
Safety and Regul atory Program Surcharge, to the extent authorized in 16 TEX. ADM N

4.3 Fornula. The Rule 8.201 surcharge is calculated in accordance with the

Rul e 8.201(b) fee assessed by the

Di vi ded
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Nunber of neters
billed
Equal s

Rul e 8.201(b)(3) surcharge, applied per
custonmer neter, once annually

In this formula, the nunber of nmeters billed refers to the nunber of nmeters billed
during the billing nmonth that precedes the nonth the Rule 8.201(b)(3) surcharge is
i ncluded on custoner bills.

5.0 Rate Case Expense Surcharge.

5.1 The Rate case Expense Surcharge shall be in effect beginning on or after the
date of the Commissions Final Oder in Gas Uilities Docket No. 10190 and will
continue for approximately six years until all of the rate case expense recovery
approved in the Final Oder is fully recovered.

5.2 The surcharge rate shall be $0.57 per Mf.

5.3 Formul a: Fee Approved by the Conmission of $0.57 per Mcf Miltiplied by Vol une
(Mef) billed that nonth Equal s the Rate Case Expense Surcharge on that bill

5.4 This surcharge is in addition to other rates and surcharges set forth in this
tariff.

5.5 Report. Hughes shall file an annual Reconciliation of the Rate Case Expense
Surcharge collected during the previous cal endar year with the Comm ssion. The
Report shall be filed when the RRC Annual Report is filed.

2.0 Weather Nornmlization Tariff

2.1 WNF. The Weather Normalization Factor (WNF) is a factor that adjusts the

Vol unetric Fee for each 1,000 cubic feet (Mf) of natural gas sold. The WNF is
designed to refund over-collections and to surcharge for under-collections of
revenue due to col der than normal or warmer than normal weather. In order to
refl ect weather variances in a tinely and accurate manner, the WNF is cal cul ated
nmonthly and is based on nonthly weather information for the five-nonth period
begi nning with Novenber and ending with March.

2.2 Formula. The WNF is calculated, as follows:

[ Adj usted Heating Load plus Base Non-Heating Load] divided by Total Volunmes Sold
Wher e: Adj usted Heating Load (Mf) = Heating Load divided by HDD Factor

AvgHDD = Average heating degree-days for a cal endar nonth as measured by the

Nati onal Cceanic and Atnospheric Administration (NOAA) for the period 1980 through
2010 at their weather station in Conroe, Texas. The AvgHDD val ues used to cal cul ate

the WNF are: Novenber 191, Decenber 428, January 453, February 320, March 172.

Base Non-Heating Load (Mcf) = 2.00 tines the nunber of bills issued
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Bills = Nunmber of bills issued to custonmers for gas sold that nonth

HDD = A heating degree day is a neasurenent of demand for energy to heat houses and
busi nesses. The WNF i s based upon actual heating degree-days for a cal endar nonth
as neasured by the NOAA at their weather station |located in Conroe, Texas

HDD Factor (Heating Degree-Day Factor) = HDD divided by AvgHDD
Heating Load (Mcf) = Total Volunes Sold minus Base Non-Heating Load
Weat her Nornmalization nonths = Novenber, Decenber, January, February, March

2.3 Report. Wthin 45 days fromthe | ast day in each Wather Normalization nonth
the conpany shall provide to the Conmmi ssion, in spreadsheet format, one WNF
Conpl i ance Report per nonth to denonstrate how t he company cal cul ated the WNF
using the follow ng format:

FORVAT FOR WNF COVPLI ANCE REPORT

Line 1 AvgHDD

Li nes 2-3 bl ank

Line 4 HDDs (for Conroe weather station)

Lines 5-6 bl ank

Line 7 Bills

Li ne 8 bl ank

Line 9 Base Non-heating |load (Met), which is Line 7 times 2.19
Line 10 bl ank

Line 11 Total Vol unes Sold

Line 12 bl ank

Line 13 Heating Load (Mcf), which is Line 11 minus Line 9

Li nes 14-15 bl ank

Line 16 HDD Factor, which is Line 4 divided by Line 2

Line 17 bl ank

Line 18 Adjusted Heating Load (Mcf), which is Line 13 divided by Line 16
Line 19 bl ank

Line 20 WNF, which is [(Line 18 plus Line 9) divided by Line 11)]
Li ne 21-22 bl ank

Line 23 Volunetric Fee ($ per Mf)

Li ne 24 bl ank

Line 25 Adjusted Volunetric Fee (Line 23 tines Line 20)

Li ne 26-27 bl ank

Line 28 Effect on revenue, which is [(Line 25 minus Line 23) x Line 11)].

Each report shall have a colum of data for each of the five Wather Normalization
nmonths, with fields populated for the |atest and prior nonths in a winter season

4.4 The pipeline safety fee for 2013 was a one tinme fee of $0.60 per bill for each
bill issued in March 2013; and the pipeline safety fee for 2014 was a one tine fee
of $0.80 per bill for each bill issued in April 2014.

| RATE ADJUSTMENT PROVISIONS
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None
CUSTOMERS
RRC CUSTOVER NO CONFI DENTI AL? BILLING UNLT PGA CURRENT CHARGE PGA EFFECTI VE DATE
27025 N ccf $1.0888 04/ 01/ 2014
CUSTOVER NAMVE Magnol i a Environs
27025 N ccf $. 9811 06/ 01/ 2014
CUSTOVER NAME Magnol i a Environs
27025 N ccf $. 9277 07/ 01/ 2014
CUSTOVER NAME Magnol i a Environs
27025 N ccf $. 9768 05/ 01/ 2014
CUSTOVER NAMVE Magnol i a Environs
27025 N ccf $. 9006 10/ 01/ 2014
CUSTOVER NANME Magnol i a Environs
27025 N ccf $. 8540 08/ 01/ 2014
CUSTOVER NAME Magnol i a Environs
REASONS FOR FILING
NEWP: N RRC DOCKET NO. GUD 10190 ClI TY ORDI NANCE NO

AVENDVENT( EXPLAI N) Pi pel i ne Saf ety Fee
OTHER( EXPLAI N) :

SERVICES

TYPE OF SERVICE

SERVI CE _DESCRI PTI ON

A

Resi denti al

OTHER TYPE DESCRI PTI ON

Commer ci al

OTHER TYPE DESCRI PTI ON

Sal es

Sal es
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