COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
ELECTRONIC APPLICATION OF NAVITAS )
KY NG, LLC FOR AN ALTERNATIVE ) CASE NO.
RATE FILING PURSUANT TO 807 KAR 5:076 ) 2025-00332
)

NAVITAS KY NG, LLC’S VERIFIED MOTION FOR
EMERGENCY INTERIM RATE RELIEF

Navitas KY NG, LLC (“Navitas”), by counsel and pursuant to KRS 278.190(2), hereby
moves the Kentucky Public Service Commission (“Commission”) for an emergency interim base
rate increase. To the extent the Commission deems it necessary, Navitas further requests a hearing
to present evidence to the Commission that its credit and operations will be materially impaired

absent the requested emergency relief. In support of this motion, Navitas states as follows.

I INTRODUCTION

Without immediate implementation of emergency interim rates, Navitas may not be able
to continue operations beyond the near-term, which places approximately 700 customers in Eastern
Kentucky at risk of no longer having natural gas service in the upcoming winter months.! Due to
the Commission’s denial of Navitas’s previous rate adjustment request in Case No. 2024-00252,
Navitas has been charging residential and commercial customers the same rates since 1985 in

Clinton County,” since 2013 in the Johnson County service area,® and since 2021 in the Floyd

! See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 9:52:52 AM.

2 According to the records available on the Commission’s website, Navitas’ predecessor in interest, Gasco Distribution
Systems, Inc., did not seek a general rate adjustment after a CPCN to operate was granted in 1985 and Navitas’ request
for a rate increase in 2024 was denied.

3 See In the Matter of: Alternative Rate Filing Adjustment Application of Johnson County Gas Company, Case No.
2012-00140, Final Order (June 18, 2013), available at: https://psc.ky.gov/pscsctf/2012%20Cases/2012-
00140/20130618 PSC_ORDER.pdf.



County service area (when the 2013 Johnson County rates were applied to Floyd County).* Given
the historically high levels of inflation in recent years and the substantially increased cost of
operating a small natural gas utility, these rates are woefully insufficient to sustain Navitas’s
operations. If that were not enough, Navitas is further facing roughly $415,000.00 in uncollected
gas costs because of its previously suspended gas cost recovery (“GCR”) rates in Case Nos. 2023-
00428, 2024-00079, 2024-00184, and 2024-00308. As the direct result of these cash flow issues,
Navitas is presently operating at significant accounting and capital losses, with insufficient cash
reserves to pay its wholesale gas suppliers, pay its debt obligations, or otherwise reasonably
operate during the pendency of this case (including, presumably, the six-month suspension period).
The proposed emergency rates still fall far below what is necessary for Navitas to meet its revenue
requirements or turn any profit; rather, they simply allow Navitas to survive until next spring. The
present financial condition of Navitas is volatile and requires emergency interim relief in the
amount set forth herein, as soon as practicable. Because Navitas’s credit and operations will be
materially impaired, the Commission should, after holding a hearing to collect evidence (if deemed
necessary), allow Navitas to implement the emergency interim rates subject to refund.

II. BACKGROUND

Navitas seeks a rate adjustment in this proceeding following the Commission’s denial of
Navitas’s proposed rates in Case No. 2024-00252. As set forth more fully in the alternative rate
filing submitted contemporaneously herewith, Navitas proposes a gradual phase-in approach to
increase rates ten times over the next nine years (including the emergency rates and nine annual

phases), which will result in an approximately 239% increase to current tariff rates in Clinton

4 See In the Matter of: Electronic Application of B&H Gas Company, Inc. for an Alternative Rate Adjustment, Case
No. 2020-00364, Final Order (Sept. 10, 2021), available at. https://psc.ky.gov/pscsct/2020%20Cases/2020-
00364//20210910_PSC_ORDER.pdf.



County, and an 83% increase in Floyd and Johnson Counties.> Navitas proposes using the calendar
year ending in December 31, 2024 as the historical test year, which corresponds to Navitas’s 2024
Annual Report.® Ultimately, Navitas proposes the following unified rates to each respective class
of customers in Clinton, Floyd, and Johnson Counties:

= Residential customers
o Customer charge - $29.00

o Volumetric Base Rate - $14.90 for each Mcf (or part thereof).

=  Commercial customers
o Customer charge - $49.00

o Volumetric Base Rate - $14.90 for each Mcf (or part thereof).

=  Commercial customers - Agricultural Heat Subdivision
o Customer charge - $49.00

o Volumetric Base Rate - $14.90 for each Mcf (or part thereof).

= Industrial customers
o Customer charge - $532.00

o Volumetric Base Rate - $10.00 for each Mcf (or part thereof).

Until a final order is entered in this matter, however, Navitas proposes implementing the

following emergency interim rates, subject to refund:

= Residential customers — Clinton County
o Customer charge - $11.50

o Volumetric Base Rate - $6.60 for each Mcf (or part thereof).

= Commercial customers — Clinton County
o Customer charge - $35.00

o Volumetric Base Rate - $5.80 for each Mcf (or part thereof).

5 See Attachment 1 (Customer Notice) to Application for Alternative Rate Filing, filed contemporaneously herewith.
6 See ARF Form 1, Item 9, filed contemporaneously herewith.
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= Commercial customers — Clinton County Agricultural Heat Subdivision
o Customer charge - $35.00

o Volumetric Base Rate - $5.80 for each Mcf (or part thereof).

= Industrial customers — Clinton County
o Customer charge - $150.00

o Volumetric Base Rate - $4.30 for each Mcf (or part thereof).

= Residential customers — Floyd and Johnson County
o Customer charge - $16.48

o Volumetric Base Rate - $9.40 for each Mcf (or part thereof).

= Commercial customers — Floyd and Johnson County
o Customer charge - $16.48

o Volumetric Base Rate - $9.40 for each Mcf (or part thereof).

The emergency rates set forth above are expected to generate approximately $137,000 in
additional revenue, which is necessary for Navitas to continue operations pending final rate relief.
To be clear, without this additional requested revenue, Navitas may not be able to continue
operations through the winter, which places all ~700 customers at risk of no longer having gas
service.” At present, Navitas is rapidly approaching insolvency due to significant cash flow issues,
which are at least partially attributable to the absence of a general rate adjustment in over a decade
for Johnson County customers, and forty years for Clinton County customers.® Navitas’s poor
financial situation is further exacerbated by the previous suspension of its GCR rates for
approximately five quarters in 2023-2024, resulting in approximately $415,880.55 in under-

collected gas costs that Navitas has thus far been unable to recoup.’

7 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 9:52:52 AM.

8 See In the Matter of Electronic Application of Navitas KY NG, LLC For an Alternative Rate Filing Pursuant to 807
KAR 5:076, Case No. 2024-00252, Navitas NG KY, LLC’s Application for Rehearing (filed Apr. 15, 2025).

9 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 10:07:40 AM (discussing
the suspension of GCR rates and under-collection); see also Navitas KY NG, LLC’s Response to Staff’s Post-Hearing
Request for Information, Case No. 2025-00010, Response to Request No. 6 (Aug. 29, 2025).
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Collectively, these cash flow deficiencies have culminated in Navitas’s present condition,
where it is unable to pay its natural gas suppliers, cover its monthly operating expenses, or maintain
the minimum debt coverage ratio required by its lenders. The 2024 Annual Report shows that
Navitas’s total liabilities and credits roughly equal its total assets and debits, leaving very little
room to maintain solvency. As of December 31, 2024, Navitas was experiencing a revenue
shortfall of approximately $563,551.60, which has substantially increased to $824,781.75 as of the
date of filing this motion.!® Meanwhile, Navitas faces steep balances for its notes payable and
accounts payable, which were approximately $2,161,253.66 and $2,517.707.69, respectively, at
the end of 2024.!! Moreover, Navitas lacks any available cash reserves to meet this deficit and to
cover its expenses for the next six months. For example, in the winter of 2024 — 2025, Navitas was
unable to cycle its line of credit, placing it in technical default of its obligation. To avoid
bankruptcy, Navitas made substantial but necessary cuts to operating expenses during 2025, with
the hope that its GCR would soon be fully funded by customers. Indeed, without the requested
$137,000 in additional emergency revenue, Navitas will be at substantial risk for defaulting on its
system loans, which will impair its future ability to obtain credit. Navitas President, Thomas
Hartline, realistically summarized the situation facing Navitas during his testimony at the hearing
in Case No. 2025-00010 on August 12, 2025:

I can't take the risk, and frankly, I don't have the money. So, the--we are almost bankrupt.

We are so close to being bankrupt. Effectively, in Kentucky, we are bankrupt. We have

$400,000 in our view of uncollected gas costs from these suspended GCAs. And then we

had our rate case denied, so we're charging rates that were established in 1992 in Clinton

County, and in 2015 in Johnson and Floyd Counties. And then you file the show cause

against us, and you allege fraud, I can't even borrow money now, because I can't borrow
money when I have an allegation of fraud against me. So, if you are trying to bankrupt me,

10 See Navitas KY NG, LLC 2024 Annual Report, on file with the Commission (last updated Oct. 2, 2025).
1 See id.



this is exactly what you would do. I don't understand. I have suppliers that I cannot pay
and they're going to cut my gas off in October.'?

As previewed by Mr. Hartline, Navitas’s dire financial circumstances threaten the
reliability of its gas service. Navitas’s suppliers are threatening to discontinue delivery of natural
gas due to Navitas’s inability to pay.'* Furthermore, without available cash reserves, Navitas may
face challenges in suitably responding to system emergencies, and certainly cannot operate at peak
performance in the upcoming winter months or conduct major system maintenance. In short,
absent some form of emergency interim relief, Navitas will struggle to survive the suspension
period of this rate proceeding.

The present application for a rate increase bears in mind the various issues and takeaways
identified by the Commission in Case No. 2024-00252. There, the Commission denied the rates
and charges proposed by Navitas based on a stated inability to determine whether the proposed
rate adjustment was fair, just, and reasonable.'* Specifically, the Commission found that it could
not properly assess Navitas’s proposed rates due to certain inconsistencies in Navitas’s 2023
Annual Report, as well as a lack of evidence supporting the cost allocations between Navitas and
its affiliates.!> The Commission further found a lack of evidence to support Navitas’s proposed
rate design — namely, the proposed customer charges and block usage rate structure for different
classes of customers in different counties — and noted that a cost of service study (“COSS”) would
be the best evidence to show that this allocation reflects “a fair, just, and reasonable apportionment

of expenses related to serving each individual class as a cost causer.”'® In denying Navitas’s

12 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 9:52:52 AM.

13 See id.

14 In the Matter of: Electronic Application of Navitas KY NG, LLC For an Alternative Rate Filing Pursuant to 807
KAR 5:076, Case No. 2024-00252, Final Order at 20 (Ky. PSC Mar. 26, 2025).

51d. at9; 18-19.

16 In the Matter of: Electronic Application of Navitas KY NG, LLC For an Alternative Rate Filing Pursuant to 807
KAR 5:076, Case No. 2024-00252, Rehearing Order at 10 (Ky. PSC May 5, 2025).
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application for rehearing, the Commission specifically encouraged Navitas to seek interim relief
in its next rate case pursuant to KRS 278.190(2)."”

Thus, Navitas hereby seeks emergency interim relief, subject to refund, pursuant to the
Commission’s recommendation. Navitas seeks a rate adjustment based on the complete 2024
Annual Report. Although 807 KAR 5:076 does not expressly require a COSS, Navitas retained a
third party to perform a COSS to assess the proposed rates and allocations between different
classes of customers, consistent with the Commission’s recommendation in the Rehearing Order
in Case No. 2024-0025; unfortunately, the expert responsible for conducting the study fell
seriously ill and was unable to finish by the date of filing the application. Currently, Navitas has
retained in principle another expert to perform a COSS to support the proposed rates, but it is
unlikely that a COSS will be completed before November.!® To the extent the COSS supports rates
differing from the ones contained in the application, Navitas will amend its application, and in any
event will supplement the record as soon as reasonably practicable.

III. STANDARD OF REVIEW

In reviewing Navitas’s request for emergency interim rate relief, the Commission should
apply the standard of review in KRS 278.190(2). That standard provides that the Commission may,
after any hearing(s), allow proposed rates to become effective during the suspension period of a
rate adjustment proceeding if it finds that the “company’s credit or operations will be materially
impaired or damaged by the failure to permit the rates to become effective.” KRS 278.190(2).

Navitas absolutely meets this standard.

17 Id. at 11 (“If immediate rate relief is necessary, the Commission encourages Navitas KY to consider filing a new
rate case as soon as possible, and request rates become effective pursuant to KRS 278.190(2) if Navitas KY believes
its credit or operations will be materially impaired or damaged by the failure to permit the rates to become effective
during the six-month suspension period set forth by 807 KAR 5:076, Section 7.”).

18 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 12:32:30 PM.
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IV.  DISCUSSION

The requested emergency rate relief is reasonable and necessary to prevent material
impairment of Navitas’s credit and operations. The emergency rates are lower than the proposed
Phase 1 rates in Navitas’s phase-in plan, which creates a reasonable signal to customers that rates
may begin to gradually increase. The emergency rates are only a 9% increase from the present
rates being charged to Floyd and Johnson County customers, and 38% increase from the rates
charged to Clinton County customers, and is therefore not a sudden or drastic increase. Further,
the emergency rates are expected to provide Navitas with the minimum revenue necessary to
sustain operations throughout the six-month suspension period pending the Commission’s review
in this case. Therefore, the emergency rates are reasonable.

The Commission has previously granted interim relief in instances such as this one, where
utilities are operating at a deficit and unable to cover operating expenses, including, for example,
In the Matter of: Electronic Application of Morgan County Water District for a Rate Adjustment
Pursuant to 807 KAR 5:076, Case No. 2024-00010. In that case, the Commission granted Morgan
District a 25.3% emergency interim increase of rates during the pendency of the rate case.!” Similar
to Navitas, Morgan District was operating at a loss and expected to continue operating at a loss
during the suspension period.?® Morgan District had insufficient cash reserves to remain in
compliance with its loan covenants or make its principal and interest payments to its debt holders.?!
The Commission also found that Morgan District was at risk of having its water supply from Cave
Run Water District discontinued and that Morgan District would have inadequate funds to cover

any emergency expenses that could arise.??

19 In the Matter of: Electronic Application of Morgan County Water District for a Rate Adjustment Pursuant to 807
KAR 5:076, Case No. 2024-00010, Order at 9 (Ky. PSC July 26, 2024).

20 /d. at 8-9.

2d

2.



The Commission also granted relief to Martin County Water District in Case Nos. 2018-
00017 and 2021-00154. In Case No. 2018-00017, the Commission granted emergency interim
relief because Martin District: (1) was unlikely “to continue to operate beyond 60 to 90 days”; (2)
operated at a loss of approximately $873,516 in the past year; (3) possessed a cash balance
insufficient to pay the accounts payable balance, which was mostly past due; and (4) was “on the
brink of financial insolvency.”” Again, the Commission granted emergency relief to Martin
District in Case No. 2021-00154, specifically finding that Martin District could not “continue to
operate without an emergency rate increase” because “the utility’s monthly expenses are more than
the rates that the utility is charging to keep operating” and the utility operated at a net loss and
without adequate cash reserves to maintain its loan covenants or to pay its accounts payable.?*

Navitas is at the same critical juncture as the utilities described above. Navitas is
experiencing a sizable revenue shortfall and presently lacks any cash reserves to cover monthly
expenses, including debt payments to lenders and payments to gas suppliers. Navitas is at risk of
being deemed in default by its lenders for violating its loan covenants as well. These financial
issues are only compounded by the fact that Navitas is a small utility with only ~700 customers.>®
Furthermore, Navitas’s present rates do not even come close to covering its revenue deficit, as they
have not been adjusted for at least a decade in Floyd and Johnson Counties, and over forty years
in Clinton County.?® For context, in 1985, which is when Navitas believes the Clinton County rates

were originally established, $8.00 (the current residential customer charge in Clinton) had the same

23 See In the Matter of: The Application of Martin County Water District for an Alternative Rate Adjustment, Case No.
2018-00017, Order p. 4-7 (Ky. PSC Mar. 16, 2018).

24 See In the Matter of: Electronic Application of Martin County Water District for an Alternative Rate Adjustment,
Case No. 2021-00154, Order at 5-8 (Ky. PSC July 9, 2021).

25 See In the Matter of: Application of Nixutil Sanitation Association, Inc. For an Alternative Rate Adjustment, Case
No. 2019-00024, Order at 3 (Ky. PSC Apr. 1, 2019) (“While revenue shortfalls can be problematic under any
circumstances, it is likely that revenue shortfalls for Nixutil would be more of a problem because of its size [34
customers] and the absence of liquidity.”).

26 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 9:52:52 AM.
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buying power as $24.57 in 2025.27 In 2013, $15.00 (the current residential customer charge in
Johnson) had the same buying power as $21.10 today.?® In 2021, $15.00 (the current residential
customer charge in Floyd) had the same buying power as $18.58 today.? Navitas simply cannot
recover any kind of return when these rates have remained stagnant; all the while, the value of the
dollar has diminished and the cost of operating continues to skyrocket. The absence of a rate
adjustment has contributed in part to Navitas’s present financial condition, and the under-
collection of around $415,880.55 due to the previously suspended GCR rates has only made the
situation worse.*°

Navitas files the present application for an adjustment of rates heeding the Commission’s
advice in Case No. 2024-00252. Navitas commissioned a COSS to support its proposed allocation
of charges between different classes of customers; however, due to circumstances out of its control,
it was unable to obtain that COSS by the date of filing, and likely will not obtain one before
November.’! However, Navitas’s financial situation is too delicate to wait until November to file
the present application, as Navitas requires immediate emergency relief, subject to refund, as soon
as possible in order to continue operations.

Finally, Navitas respectfully requests that the Commission withhold entering a procedural

schedule in this proceeding until Navitas can supplement its application consistent with the finally

completed COSS. Once the COSS is completed, and assuming it notably impacts Navitas’s

27 See U.S. Bureau of Labor Statistics, CPI Inflation Calculator (inputting $8.00 in January 1985 and August 2025),
https://www.bls.gov/data/inflation_calculator.htm (last accessed Oct. 2, 2025).

28 See U.S. Bureau of Labor Statistics, CPI Inflation Calculator (inputting $15.00 in January 2013 and August 2025),
https://www.bls.gov/data/inflation_calculator.htm (last accessed Oct. 2, 2025).

2 See U.S. Bureau of Labor Statistics, CPI Inflation Calculator (inputting $15.00 in January 2021 and August 2025),
https://www.bls.gov/data/inflation_calculator.htm (last accessed Oct. 2, 2025).

30 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 10:07:40 AM
(discussing the suspension of GCR rates and under-collection); see also Navitas KY NG, LLC’s Response to Staff’s
Post-Hearing Request for Information, Case No. 2025-00010, Response to Request No. 6 (Aug. 29, 2025).

31 See August 12, 2025 Hearing, Case No. 2025-00010, Thomas Hartline Hearing Testimony, 12:32:30 PM.
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proposed rates, Navitas will send an additional notice to its customers detailing the updated rates
requested. Due to the nature of the Navitas current financial situation, Navitas simply can wait no
longer and requests that the Commission implement emergency rates that will allow Navitas
sufficient revenues to operate heading into the winter months — when Navitas’ customers will need
gas service the most to provide heating to their homes — and allow Navitas to update its application
when the COSS is completed.
V. CONCLUSION

Because its credit and operations will be otherwise materially impaired, Navitas
respectfully requests immediate implementation of emergency interim rate relief, subject to refund,
in the amounts described herein pursuant to KRS 278.190(2). Navitas further requests that, should

the Commission believe a hearing is necessary, that it be scheduled as soon as possible.

On this 14th day of October, 2025.
Respectfully submitted,
DINSMORE & SHOHL LLP

/s/ M. Evan Buckley

M. Evan Buckley

100 West Main Street, Suite 900
Lexington, KY 40507

Tel: (859) 425-1000

Fax: (859) 425-1099
evan.buckley@dinsmore.com

R. Brooks Herrick

Hannah D. Thompson

101 S. Fifth St., Suite 2500
Louisville, KY 40202

Tel: (502) 540-2300

Fax: (502) 585-2207
brooks.herrick@dinsmore.com
hannah.thompson@dinsmore.com

Counsel to Navitas KY NG, LLC
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Certification

I hereby certify that a copy of this filing has been served electronically on all parties of
record through the use of the Commission’s electronic filing system, and there are currently no
parties that the Commission has excused from participation by electronic means. Pursuant to the
Commission’s July 22, 2021 Order in Case No. 2020-00085, a paper copy of this filing has not
been transmitted to the Commission.

/s/ M. Evan Buckley
Counsel to Navitas KY NG, LLC
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VERIFICATION

I, Thomas Hartline, verify, state, and affirm that the Verified Motion for Emergency

Interim Rate Relief filed with this verification, is true and accurate to the best of my knowledge,
information, and belief formed after a reasonable inquiry.

—
| == 1} X
{ S ™\
~— |
Thomas Hartline

President/Chief Executive Officer
Navitas KY NG, LLC
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