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PIPELINE INTEGRITY TESTING (PIT) RIDER
PURPOSE

The purpose of this Pipeline Integrity Testing Rider is to promote the public interest in pipeline safety by
enabling Texas Gas Service Company, a Division of ONE Gas, Inc. (“TGS” or the “Company”) to recover the
reasonable and necessary Pipeline Integrity Safety Testing expenses incurred by the Company during the prior
year (including contractor costs but excluding the labor cost of TGS employees. These legally mandated
operating and maintenance expenses shall be recovered through a separate monthly volumetric charge (the
Pipeline Integrity Testing or “PIT” Surcharge) that shall be shown as a separate line item on the customer’s
monthly bill and calculated for each customer class as described below. Capital expenditures associated with the
Pipeline Integrity Program shall continue to be recovered through base rates and any interim rate adjustments
implemented pursuant to Section 104.301 of the Texas Ultilities Code.

APPLICABILITY

This Rider shall be applied to all gas sales and transportation customers within the service territory
designated below, except special contract customers.

TERRITORY

This Rider shall apply to the following gas sales and standard transportation rate schedules of the
Company’s Rio Grande Valley Service Area (“RGVSA”), within the incorporated and unincorporated areas
of Alamo, Alton, Brownsville, Combes, Donna, Edcouch, Edinburg, Elsa, Harlingen, Hidalgo, La Feria, La
Joya, La Villa, Laguna Vista, Los Fresnos, Lyford, McAllen, Mercedes, Mission, Palm Valley, Palmhurst,
Palmview, Penitas, Pharr, Port Isabel, Primera, Progreso, Rancho Viejo, Raymondville, Rio Hondo, San
Benito, San Juan, Santa Rosa, and Weslaco, Texas, the unincorporated cities of Bayview, Laguna Heights,
Monte Alto, Olmito, and San Carlos, and the unincorporated areas of Jim Hogg and Starr counties, Texas:
10, 15, 20, 25, 30, 40, C-1, 1Z, 1Y, 2Z, 2Y, 3Z,4Z, C-1-ENV, T-1, and T-1-ENV.

QUALIFYING EXPENSES

This Rider applies only to the legally mandated safety testing of the Company’s transmission lines in the
RGVSA under the Pipeline Integrity Safety Testing Program. The operating and maintenance expense
items that qualify for recovery under this Rider shall include the contractor costs associated with land and
leak survey, permitting, and job order preparation and completion; the clearing of right-of-way; any needed
notifications to adjacent businesses and residences; traffic control equipment and personnel; Direct Current
Voltage Gradient (“DCVG”), Close Interval (“CI”), and other surveys to ensure the integrity of the pipeline
system; any required rigid bypasses; flushing of the lines and testing and disposal of the flush water;
hydrostatic testing of the lines and analysis and disposal of the test water; any required “pigging” of the
lines in connection with safety testing; any required x-ray welding; metallurgical testing of the pipeline or
components thereof; site restoration, painting, and clean-up; expenses associated with providing a supply of
compressed natural gas (“CNG”) to ensure uninterrupted service to customers during testing; and any other
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PIPELINE INTEGRITY TESTING (PIT) RIDER
(Continued)
operating and maintenance expenses reasonably necessary to safely and effectively perform required safety

testing of the Company’s pipelines in the RGVSA. Neither capital expenditures by the Company, nor the
labor cost of TGS employees, shall be recovered under this Rider.

CALCULATION OF PIT SURCHARGES

The Pipeline Integrity Testing Surcharges established under this Rider shall be designed so as to recover the
Total Testing Expense incurred in the prior year for Pipeline Integrity Safety Testing, and shall be
calculated as follows:

The Total Annual Testing Expense shall be divided by the estimated average annual usage to produce the
annual PIT Surcharge.

PIT Surcharge = Total Annual Testing Expense
Estimated Annual Usage

Based upon customer data for the prior calendar year and any other relevant factors, the estimated annual
usage may be revised annually to account for customer growth, and the resulting revised PIT Surcharge
shall be applied to each class for the ensuing 12-month recovery period.

ANNUAL RECONCILIATION

After completion of each annual recovery period, the total revenues collected under this Rider for that year
shall be reconciled against the revenues previously calculated to be collected for that year, and the PIT
Surcharge for each class shall be adjusted upward or downward so that the Company recovers any
underrecoveries or refunds any overrecoveries that may have accrued under the Rider, plus monthly interest
on those underrecoveries or overrecoveries at the cost of long-term debt approved in the Company’s most
recent general rate case in which rates were set for application to customers in the RGVSA. The
reconciliation shall be filed with the regulatory authority on or before February 1% of each year, and the
regulatory authority shall complete its review of the reconciliation on or before March 21 of each year, so
that the Company can implement the reconciled PIT Surcharges beginning with the first billing cycle for
April of each succeeding year.

DEFERRED ACCOUNTING

The Company is authorized and directed to defer, as a regulatory asset, all Pipeline Integrity Safety Testing
expenses incurred during the testing cycle starting on January 1, 2016, and all revenues specifically
collected under this Rider shall be applied to the deferred expense account. The Company shall not earn a
return on any regulatory asset created under this provision, and no such regulatory asset shall be included in
the Company’s invested capital (rate base) for ratemaking purposes.
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ANNUAL REPORT & APPLICABLE PSCC

On or before February 1st after each calendar year, the Company shall file a report with the Commission
and the RGVSA Cities showing all Pipeline Integrity Safety Testing expenses incurred during the previous
calendar year and verifying the prior year’s collections and any underrecoveries or overrecoveries accruing
to date under this Rider. The report shall separately identify and list such expenses by account number and
project number. Prior to the effective date of this Rider and on or before February 1st of each succeeding
year while this Rider is in effect, the Company shall also file an Addendum to this Rider with the
Commission and the RGVSA Cities (a) identifying the PIT Surcharges that will be applied during the
ensuing 12-month recovery period from April through March billing cycles, and (b) providing the
underlying data and calculations on which each PIT Surcharge for that period is based.

The Company shall file the report with the Commission electronically at GUD Compliance@rrc.texas.gov
or at the following address:

Director of Oversight and Safety Division
Gas Services Department

Railroad Commission of Texas

P.O. Box 12967

Austin, TX 78711-2967

NOTICE TO AFFECTED CUSTOMERS

In addition to the annual report and Addendum to this Rider required above, the Company shall provide, on
or before March 31st after each calendar year, written notice to each affected customer of (a) the PIT
Surcharge that will be applied during the ensuing 12-month period from April through March billing cycles,
and (b) the effect the PIT Surcharge is expected to have on the average monthly bill for each affected
customer class. The written notice shall be provided in both English and Spanish, shall be the only
information contained on the piece of paper on which it is printed, and may be provided either by separate
mailing or by insert included with the Company’s monthly billing statements, including electronic billing
statements. The Company shall also electronically file an affidavit annually with the Commission and the
RGVSA Cities certifying that notice has been provided to customers in this manner. The notice shall be
presumed to be complete three calendar days after the date the separate mailing or billing statement is
deposited in a postage-paid, properly addressed wrapper in a post office or official depository under care of
the United States Postal Service. The initial notice shall be filed with, reviewed, and approved by the
regulatory authority, and each subsequent notice shall follow the same format as that of the approved initial
notice.
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