Summary

The Town of Addison is a member of the Atmos Cities Steering Committee (ACSC). Atmos Mid-
Tex, our natural gas provider, has requested a rate increase of $35.4 million. ACSC has negotiated a
reduced rate (negotiated settlement) with Atmos Mid-Tex, which has saved over $5.5 million from
the requested increase. The residential rate change is shown in Table 1. The average residential
customer will see a $1.26 increase in their monthly bill, or an increase of 2.43%.

The attached Ordinance reflects approval of the increase in rates for residential, commercial,
industrial, and transportation classes, which is shown to provide an overall increase of $29.9 million
in system-wide revenues for Atmos Mid-Tex.

Rate comparisons for all classes of service are shown in Table 2.

TABLE 1 — PROPOSED RATE CHANGE FOR RESIDENTIAL CUSTOMERS

Residential Rate Current Proposed $ %
REIE Rate Change  Change
Customer Charge $18.60 $19.10 $0.50 2.69%
Consumption Charge (Ave 46.8 Ccf) 4.65 5.32 0.67 | 14.41%
Rider GCR Part A 14.68 14.68 - -
Rider GCR Part B 10.29 10.29 - -
Subtotal 48.22 49.39 1.17 2.43%
Rider FF & Rider Tax 3.79 3.88 0.09 2.38%
TOTAL $52.01 $53.27 $1.26 2.43%

Background Information
The Town, along with other similarly situated cities served by Atmos Energy Corp., Mid-
Tex Division (“Atmos Mid-Tex” or “Company”), is a member of the Atmos Cities Steering
Committee (“ACSC”). The RRM Tariff was originally adopted by ACSC member cities in 2007 as
an alternative to the Gas Reliability Infrastructure Program (“GRIP”), the statutory provision that
allows Atmos to bypass the City’s rate regulatory authority to increase its rates annually to recover
capital investments. The RRM Tariff has been modified several times, most recently in 2013.

The 2016 RRM filing is the fourth RRM filing under the renewed RRM Tariff. On March 1,
2016, Atmos made a filing requesting $35.4 million additional revenues on a system-wide basis.
Because the City of Dallas has a separate rate review process, exclusion of Dallas results in the
Company requesting $28.6 million from other municipalities.

Environs customers (ratepayers outside municipal limits) remain under the Railroad
Commission’s exclusive original jurisdiction and have their rates set through the GRIP process. If
the Company had used the GRIP process rather than the RRM process it would have received a $41
million increase, or about $11 million more than will be approved by the Ordinance. ACSC and



the Company have reached an agreement, reflected in the Ordinance, to reduce the Company’s
request by $5.5 million, such that the Ordinance approving new rates reflects an increase of $29.9
million on a system-wide basis, or $21.9 million for Mid-Tex Cities, exclusive of the City of Dallas.

The tariffs attached to the Ordinance approve rates that will increase the Company’s
revenues by $29.9 million for the Mid-Tex Rate Division, effective for bills rendered on or after
June 1, 2016. The monthly residential customer charge will be $19.10. The consumption charge
will be $0.11378 per Ccf. The monthly bill impact for the typical residential customer consuming
46.8 Ccf will be an increase of $1.26, or about 2.43%. The typical commercial customer will see an
increase of $3.81, or 1.43%. Attached to this Model Staff Report is a summary of the impact of
new rates on the average bills of all customer classes.

The ACSC Executive Committee and its designated legal counsel and consultants
recommend that all Cities adopt the Ordinance with its attachments approving the negotiated rate
settlement resolving the 2016 RRM filing, and implementing the rate change.

Explanation of “Be It Ordained” Sections:

1. This section approves all findings in the Ordinance.

2. This section finds the settled amount of $29.9 million to be a comprehensive settlement of
gas utility rate issues arising from Atmos Mid-Tex’s 2016 RRM filing, and that such settlement is in
the public interest and is consistent with the City’s statutory authority.

3. This section finds the existing Atmos Mid-Tex rates to be unreasonable, and approves the
new tariffed rates providing for additional revenues over currently-billed rates of $29.9 million and
adopts the attached new rate tariffs (Attachment A).

4. This section establishes the baseline for pensions and other post-employment benefits for
future rate cases (Attachment C).

4.
5. This section requires the Company to reimburse Cities for reasonable ratemaking costs
associated with reviewing and processing the RRM filing.

5.

6. This section repeals any resolution or ordinance that is inconsistent with this Ordinance.

6.
7. This section finds that the meeting was conducted in compliance with the Texas Open
Meetings Act, Texas Government Code, Chapter 551.

7.
8 This section is a savings clause, which provides that if any section(s) is later found to be

unconstitutional or invalid, that finding shall not affect, impair or invalidate the remaining provisions
of this Ordinance. This section further directs that the remaining provisions of the Ordinance are to
be interpreted as if the offending section or clause never existed.

8.
o. This section provides for an effective date upon passage which, according to the Cities’
ordinance that adopted the RRM process, is June 1, 2016.

9.



10. This paragraph directs that a copy of the signed Ordinance be sent to a representative of the
Company and legal counsel for the Steering Committee.
10. Table 2



