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Missouri PUblic
Service Commission

FINAl_ ORDER

Notice of Open Meeting to consider this Order was dilly posted with the Sec:retary of Slalc
within the time perio,d pr()vide"lby law pursuantto TEX. GavE. CONE ANN. Chapter 551, et seq,
(Vernon 2008). The Railroad Commission of Teiasadopts tIle following findings of fact ahd
conclusions oflaw and orders. as [gllows:

FINDINGS OF FACT

1. Almo~ El).ergy Corporation a~qujred th~ operatiol).s of ncU Gas Company. After the
merger, the name of TXU Gas Distribution was changed to Atmos Energy Corp,. Mid ­
Tex bivision ("Atmos Mict-Tex" or "the Comp<UlY" Of "Applicant"). Refere/1ces to
AtI11osMici,Tex and the <i;omp!illY, include, aIly,lUid all of the; relevant predecessors in
interest.

2. On May 31,2006, AtmQs Energy Mid-Tex filed a Statement of Intent to change rates in
the company's statewide gas utility system. Thefililig was docketed as Gas utilities
Docket No. 9676 and was subsequently consolidated with Gas UtHft:ies Qockt:tNo. 9Ei70.

3. Almos Mid-Tex flIed a petition for review of the action of several l11unicipalities
re9ucing its rateS.

4. Several dockets were consolidated into GUD No. 9670.

a. GUD No. 9672, Petition for Review of City Rate Reductions and Request for
Expedited Approval of Supersedeas Bond and Agreed Reinstatement of
l'rexisting Rate~ by the City of Justin, filed on May n, 2006'.

b. GUD No. 9674, P¢tition fOf Review of Chy Rate Redll<::tionsand R~qJ!est: for
Expedited Approval of Supersedeas Borid 3110 Agreed Reinstatement' of
Prexisting Rates by the Cities orEenbrook, Ctandall,et al.

c. GUD No. 9675, Petition for Review of City Rate Reductions arid Request for
Expedited Approval of SUjJ¢tsedeas Bopd all!,1 Agre(Jd ReinstatemeJ1t of
Prexisting Rates, by the Cities ofBlue Ridge; Caddo MiIls,et al.
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d. QUD No, 9677, Petition f()r Review of City Rate Reductionsand Request for
Expedited Approval of Supei'sedeas. Bohd and Agreed Reinstatement of
f'rex~stingRates by ~he Cities qfBedford and CoIleyvilJe,

e. GOO No. 9678, Petition fqr I{eview of City Rate. Regllqtiqns and Request for
Expedited Approval of Supersedeas Bond and Agreed Reinstatement of
Prexisting Rates by the Cities ofFor! W(jrll:t and Sulphtlt8pl'ings.

f. GOO No. 9699, Petition for Review of City Rate Reductions and Request for
Expedited Approval of Supersedeas Bond and Agreed RelllsJatenwnt of
Prexisting Rates by the City ofDa/las.

g. GUD No. 9680, Petition for Review of Atmos Energy Corporation [rom the
Actions of MWlieipalities.Penying' a Rate Request.

h. GUD No. 968 I, Petition for Review of Atmos Energy Corporation from the
Actions of Muniqipa/ities penying a Rate Request~

I. GUp No. 9682, Petition fQrRevi"w of At11]os Energy Corporation fro111 the
Acti()ns of MJ,I11ieipalities Denying a Rate Request

J. GUD No. 9683., Petition for Review of Atmos Energy Corporation from the
Actions ofMunicipalities Denying it Rate Request.

k. GUD No. 9684, Petition fOr Review Of Athlos Energy Corporation from the
Actions of Municipalfties Denying a R.ate Request.

l. GUD No. 9697" Petition for Review of Atmos Ei1ergy Corporation from the
Actions of MunicipaJi.tie.s Denying a Rate Request.

m. GUD No, 9698, Petition fOr Review of Atirlo:s Energy Corporation from the
Actions of Municipalities Denying a Rate Request.

n. GUD No. 9700, Petition for Review of AtnlOs Energy Corporation froin the
ACtions of MuniCipaHties Dehyillg a Rilte Request.

5. The Atmos Cities Steeritlg Committee (ACSC) interVened on behalf Of the fbllowing
municipalities: Abilene, Addison, Allen, Alvarado; Argyl~; Arlington, B~dford,

BenbroQI~, Beverly HUls, .Blue. RjcJge,l3.0wie, . Boyd; . Bridgeport, Brownwood,
Bm-kburnett, Burleson, Caddo Mills, Carrollton, cedar Hill, Celeste, Clyde, College
Statibn,ColleyVille, C61otadoCity, Comanche, CooHil~e, Ooppell,Oorm!b,CorrlJJ (:;ity;
Crandall, QrpwleY, Denison, peSoto, Duncanville, Eastland; EdgecliffVillage, Emory,
EJinis, Evehnan;, .Fairview; Fatmer~ Brandi, FarmersVille, Fate, Flower Mound, Fort
Worth, FriscQ,FtoSt, GainesVille; Qarlalld,' (Jrap.i:1 I'tairih" Grapevine, HilHam-City;
Harker Heights; Haslet, :Heath, Hewitt; Highland Park,Highland Village, Honey Grove,
HUrst, loWilI'ark, Irving,. Justi.h, Kaufman, keene, KeHer, Kemp, Ke:h:heMle; KeitVWe,
Killeen, Kruh1, Lake Worth, Lancaster, LeWisville,. Little Elm, Mansfield, McKinney;
Mesquite, Midlothian, Murphy, Newark, North Richland Hi1!s, N6rthiake, PaleStii:ie;
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Pantego, Paris. Ihrrker, Piano, Ponder, I)rq~per; Qt\ltman, Reno (parker County), Red
O(lk, :Richland Nills, Robinson; Rockwall, Roscoe, Rowlett, Saginaw. San Angelo,
Shennan, Snyder; Southlake, Sptib.gtown, SWtnfo,rd,Sl1Iph\lr ~prings; sw~e~W(jter,
Terrell, The Golqny; TYler, Uni~(miity Park; Vernon, Waco, Watiuiga, waxahachie,
Whitesboro, White Settlement, Woodway, and WyGc.

6. The following additional parties intervened: the City of Dallas (Dallas); Railroad
Commission of TeXas (Stafi); !\l1d the State ofTexas (State),

7. On August 15, 2006, the Commission isslled at! Interiul Order (August 15'h Interim
Order) limiting certaiil issu.:;s ill GUD No. 9670 and established this docket. Specifically,
the Commission determined thilt it was reasonable that issues regarding Almas' ptoposed
revision to the gas cost .review proceSS be severed and consi.dered in a separate docket.
That proceeding hll§ been docketed as GUD No. 9696, AlmaS Energy. Corp., Mid-Tex
Division Prop6sedRevisions to the Gas Cost Review Process Severe..r1jrom Qas utilities
Docket No. 9670. .

8. Gas casUs the most significant expense ofa gas utiliiy.

9. The COJ]'uuission has the authority to conduct a prudence review of atitility's gas
management practices.

10. The operation Of a purchase gas adjustment clause is always subject to review.and a
potential adjustment or t<efund ill a subsequent proceeding.

11. In GUD No, 116§4,tl1~ G(l'1'1mission determined that it was reasonable to impose restrictions
on the predecessors in interest of AtniQ$ Mid-Tex, to forCe it to comply with the statutqry
standard iQr!lffiliate ttallsactions.

12, The Comlpission established a triennial review procedure and imposed seven stalldards OIl

the gaspuichases ofthe utility:

a. Affiliate purchases may be inel ud<ed at the lowest price charged by the affiliated
supplier to other divi~ions, affiliates, or third parties for the same elass of
pmchased gas.

b. Spot purchases made. to cover imbalances to transportation. customers may not be
inCluded.

c. The duplicative approximately $0.58 per Met NGPA §31l transport fee
component for LSdG(jTIONEOK purchases may not be included.

d. Any other sirnilar doqble charges for traIl!'portation due to an NGPA §3 II rate
charged for sel'vice that is implicitly contained in the City gate rate, or any other
eause, may not be induclecl.

. e. Charges under the LSGCOT/ONEOK cOntract may be included at LSGCOT's
actual cost.
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f. Charges by affiliates of any margin above the affiliate's cost of gas may not be
included. .

g. Take-or-pay payments to affiliated companies may not be included; unles~ the
Company obtiins approval of the. Director of the Gas Servides Section in Writing
prior to.inclUsion, i.e., Contract No. 3708, Enserch Explorll.tiOn, Inc.

13. This proceeding was established to evaluate the process of revieWing the COhipany's gas
costs.

14. This proceeding will not result iri an increase or a decrease in rates. The proceeding is
limited to the process of the review of gas costs of Almos Mld-Tex.

IS. The parties to the original statement of intent proceeding where invited to file briefs
regarding the gas cost review process.

]6. Briefs were filed by thefoilowingpiuties: Atmos, ACSC, the City ofDaUas, the State of
Texas, and Staff of the Railro.ad C;Ql1lI1lissioI).

17. AIl parties agree that the current gas cost review pn)cess be terminatcd.

18. On July 16, 2001, the Company filed its first reconciliation proceeding, GUD No. 9233.

19. That case was J;~solved through a settlement agreement of the parties and all parties
agreed that all ofthe CompanY's gas purc.hases during the review period were jus~ and
reasonable.

20. On September 4, 2004, Almos Mid-Tex filed its second triennial review for the period
from November 1,2000, throughOctol;>er 31, 2003; GUp No. 9530.

21. The seven factors s'et oht in GUD No. 8664 were not th" fOCllS in GUD No. 9530 and that
case was ultimately resolved tbrough a settlement of the parties.

22. On April 30, 2007, Atmos Mid-rex filed its gas cost reviewdata and testimony related to
the third trielmial review for. the period from November ], 2003, through October 31,
2006, GUD No. 9732.

23. No issue was raised regarding the seven factQrs set out in GUD No. 8664 and the
Commission found that the gas costs incurred during the 36-month review period were
reasomible, necessary, and prudent in GUD No. 9732:

24. From the date that Second Order on Rehearing Nunc Pro Tunc was issued in GUD No.
8664, November'25, 2007, no fi1Jding has ever been made that any of the factors set out
in that order has been violated.

25. Issues regarding the seven factors have rarely been raised in any of the three triennial
review ca~es.
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26. The the system lhat was the subject of the Second Order on Rehearing Nunc Pro Tunc in
GUD No. 8664 was operated by Lone Star Gas Company.

27. The system is no longer operated by Lone Star Gas Company. The system subsequently
was operated by TXU Gas Distribution, an unincorporated division of TXU Gas
Company. Atmos Energy Corporation acq\lired the operatingofTXU Gas Company on
October I, 2(!04. Tile name of the operator was ullimateiy changed to Atmos Energy
Corp., Mid-Tex Division.

28. ill the two reconciliation cases cori.ducteo after Atmos Mid"Tex acqtlired the system, no
rmding has been made that Atnjos Mid-Tex violated any of the factors set out ill GUD
No. 8664.

29. III GDD No. 9732, the last trieJU1ial review, testimony was presented by one of the
intervenors that Atmos Mid-Tex fully complied with the requirements of GUO No. 8664.

30. This proceeding will not impact the r~tes charged by Atmos Mid-Tex and is focused
solely on the process of the gas cost review.

31. At the time the Second Order Nunc Pro Tunc was issued in GUD No. 8664, the operator
of the system had not soughtarate increase in over fifteen years.

32. In the last five and a half years Atrnos Mid-Tex has sought, and received, five rate
adjustments.

33. Additionally, there is a case pending before this Commission regarding Atmos Mid-Tex.

34. Almos Mid-Tex has filed an applicatjon for an increase, either a Statement of Intent case
or an Interim Rate Adjustment; an average of every 255 days. Th\.1$, the pedod between
rate proceedings is relatively ~)JOLt, aver~ging about 65 days between the issuance of an
order and. the filing of a sllbse,quent case. .

35. The reg1.iJator-y authorities have in the past initiated a review of the gas purchases made
by utilities without the nece~sij:yofa firm, regular periodic review.

CONCLUSIONS OF LAW

I. Almas Mid"Tex is a Gas Utility as defined in. TEX. UIIL. CODE ANN. § 101.003(7)
(Vernon 2007 and Supp. 2008) and § ]2j.OOI(Vernqn 2007 and Supp. 2008) and is
therefore subject to the jurisdiction of the Railroad CommiSSion (CohtrniSsion) ofTexas.

2. The Railroad Conlmission of Texas (CpmmissiQn) has jurisdiction over Atmos lvEd-Tex
and the StatemeQt of Intent initially filed under TEX. U'trL. CODE ANN. § I02.()01
(Vemon 2007 and Supp. 2008), S 103.061 ('lemon 2007 alid SIlPP' 2008), §103.003
(Vernon 2067 and Supp. 2003). § 103,051 (Vernon 2001 and Supp. 200S), '164.001
(Vemon 2007 and Supp. 2008), § 104.001 (Vernon 2007), § 104.20I('1OO10n 2007), §
121.051 (Vernon 2007) and.§ 121.052 (Vemon 2(07). .
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3. Under TEX. UTIL. CODE ANN. § 162.601 (Vernon 2007 and SuPP. 200S), the
COlwnission has exClusive origilJ,lIl jurisdiction.over the :rat<;:s an(l services of a gas utilii:)'
that distributes natural gas illi areas outside of a mU5.iclpil1ity and over the rates' .and
services of a gas utility that translnitS, transports, delivers, or sells natural gas to a. gas
utility tbatdisiributes the gas to the public.

4. In additiOI1, TEX. UTIL. CODE ANN. § 102.00I (Vernon .2007 and Supp. 2008) also
[lrovides that the Commission has exclusive appellate jurisdiction to review an order or
ordinalice of a muniCipality.

5. Under TEX. UTlL. CODE ANN. § 103.003 (Vernon Supp. 2004), a municipality may have
the Commission exercise original jurisdiction over gas utility rates, operations, and
services in the nJunicipality.

6. Under TEX. Um. CODE ANN. § 103.001 (Vernon 2007 and Supp. 2008) and § 10~,051

(Verncm 2007 and Supp. 2008);a municipality has exclusive original jurisdiction and the
Commissiort has appellate jurisdiction over the rates, operations, and services of: a tltjIjty
within the hll.llllCipality. .

7. A mUnieipalii:)' hasste,nding in a. caSe before the Comm.ission that reI.lIteS to a gas utility's
rates and services in the ml.llliqipality. TI:1e Conul1i~.ion has the right to consolidate a
mtillicipality with any other party oil an. issue of conirrioil mterest. TEX. tJTIL. CODE
ANN.§ 103.Q23 (Verrton2007).

8. It was reasonable for the Conirrlissicin to allow Atmos Mid-Tel<: to include a GaS Cost
Recovery Factot in its. municipal and environs rates to provide fot the recovery of all of
its gas cpsts, in accordance with 16 TEX. ADMIN. CODE "7.55'19 (2008).

9. The findings contained in this order will have 11Q iJnpact (1) the legal autho~ity of the
Commission or municipalities to conduct a review ofthe rates and services of Atmos in
the future or to initiate oilier: proceedings to investigate the reasonableness and necessity
oflhe gas purchases,

IT IS THEREFORE ORDERED that the current triennial established in GUD No. 8664 is
hereby terminated.

IT IS FURTlIER ORDERED that the Commission and the municipalities retain the authority
to evaluate the C;ompany'.§ gas costs.at any time.

IT IS J!'lJRTHER ORDEREDthat this Order shall not be final and effective until twenty days
after a party is notifled. cifthe Commission;. Order. Under TEX. OOV'T CODE § 20b:!.. i 42(c), a
party shall be presUllled to have peeJJ notitie<i of the COlJlITlt.sion's. Order three dlclys anertjle
date on wbichthe noticeis actually mailed. If a timely motion.for.rehearing Is filed bY any party
at interest, this OrdetshaIl not becomefiqal and effective until stich. motion is ovettulec! or, if
granted, this Order shaU be subject tofillther action by the C()mnlls~ion pursuan.t to TEX. GOV'T
CObE § 2001. I46(e), the time aUoited for Commission action on a motion for reheating iIi. this
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case prior to its being ovenuled by operation of law, is hereby extended until 90 days from the
date the order is served on the parties.

IT is FURTHER ORDERED that all proposed. fi,ndings of fact and conclusions of law not
specifically !!dopted in tlris Order are hereby DENIED, IT IS ALSO ORDERED tl1at all
pending nioti6IlS and requests for relief not previously granted or granted herein are hereby
DENIED. "

SIGNED this 18th day of August, 2009.

RAILROAD COMMISSION OF TEXAS

C .1S$IO!"E~MICHAJ;:L L. WILLIAMS


