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To:  Mayor and Town Council 

From: Wade Carroll, Interim Town Manager 

CC:  Holly Fimbres, Town Secretary/RMO 
 
Re:  Settlement between ACSC and Atmos Energy Mid-Tex 
 Town Council Meeting, September 10, 2019 

 

Agenda Item: 
Consider and take appropriate action regarding an Ordinance of the Town Council of the Town 
of Trophy Club, Texas, approving a negotiated settlement between the Atmos Cities Steering 
Committee ("ACSC") and Atmos Energy Corp., Mid-Tex Division regarding the Company's 2019 
Rate Review Mechanism filing; declaring existing rates to be unreasonable; adopting tariffs that 
reflect rate adjustments consistent with the negotiated settlement; finding the rates to be set 
by the attached settlement tariffs to be just and reasonable and in the public interest; 
approving an attached exhibit establishing a benchmark for pensions and retiree medical 
benefits; approving an attached exhibit regarding amortization of regulatory liability; requiring 
the Company to reimburse ACSC's reasonable ratemaking expenses; determining that this 
ordinance was passed in accordance with the requirements of the Texas Open Meetings Act; 
adopting a savings clause; declaring an effective date; and requiring delivery of this ordinance 
to the Company and the ACSC's legal counsel (W. Carroll). 
 
Strategic Link: 
Administrative & Financial Services - Exercise fiscal discipline in all Town operations. 
 
Background and Explanation: 
The Town, along with 171 other Mid-Texas cities served by Atmos Energy Corporation, Mid-Tex 
Division (“Atmos Mid-Tex” or “Company”), is a member of the Atmos Cities Steering Committee 
(“ACSC”).  In 2007, ACSC and Atmos Mid-Tex settled a rate application filed by the Company 
pursuant to Section 104.301 of the Texas Utilities Code for an interim rate adjustment 
commonly referred to as a GRIP filing (arising out of the Gas Reliability Infrastructure Program 
legislation).  That settlement created a substitute rate review process, referred to as Rate 
Review Mechanism (“RRM”), as a substitute for future filings under the GRIP statute. 
 
Since 2007, there have been several modifications to the original RRM Tariff.  The most recent 
iteration of an RRM Tariff was reflected in an ordinance adopted by ACSC members in 2018.  On 
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or about April 1, 2019, the Company filed a rate request pursuant to the RRM Tariff adopted by 
ACSC members.  The Company claimed that its cost-of-service in a test year ending December 
31, 2018, entitled it to additional system-wide revenues of $70 million.  Application of the 
standards set forth in ACSC’s RRM Tariff required Atmos to reduce its request to $54 million, 
$39.3 million of which would be applicable to ACSC members.  ACSC’s consultants concluded 
that the system-wide deficiency under the RRM regime should be $38.7 million instead of the 
claimed $54 million.  The amount of the $38.7 million deficiency applicable to ACSC members 
would be $28.2 million. 
 
After the Company reviewed ACSC’s consultants’ report, ACSC’s Executive Committee and the 
Company negotiated a settlement whereby the Company would receive an increase of $35.4 
million from ACSC Cities.   
 
The Executive Committee recommends a settlement at this amount.  The Effective Date for new 
rates is October 1, 2019.  ACSC members should take action approving the Ordinance before 
the end of September. 
 
PROOF OF REVENUES 
Atmos generated proof that the rate tariffs attached to the Ordinance will generate $35.4 
million in additional revenues from ACSC Cities.  That proof is attached as Attachment 1 to this 
Staff Report.  ACSC consultants have agreed that Atmos’ Proof of Revenues is accurate. 
 
BILL IMPACT 
The impact of the settlement on average residential rates is an increase of $2.05 on a monthly 
basis, or 3.7 percent.  The increase for average commercial usage will be $6.18 or 2.31 percent.  
A bill impact comparison is attached as Attachment 2. 
 
SUMMARY OF ACSC’S OBJECTION TO THE UTILITIES CODE SECTION 104.301 GRIP PROCESS 
ACSC strongly opposed the GRIP process because it constitutes piecemeal ratemaking by 
ignoring declining expenses and increasing revenues while rewarding the Company for 
increasing capital investment on an annual basis.  The GRIP process does not allow any review 
of the reasonableness of capital investment and does not allow cities to participate in the 
Railroad Commission’s review of annual GRIP filings or allow recovery of Cities’ rate case 
expenses.  The Railroad Commission undertakes a mere administrative review of GRIP filings 
(instead of a full hearing) and rate increases go into effect without any material adjustments.  In 
ACSC’s view, the GRIP process unfairly raises customers’ rates without any regulatory oversight.  
In contrast, the RRM process has allowed for a more comprehensive rate review and annual 
evaluation of expenses and revenues, as well as capital investment. 
 
RRM SAVINGS OVER GRIP 
While residents outside municipal limits must pay rates governed by GRIP, there are some cities 
served by Atmos Mid-Tex that chose to remain under GRIP rather than adopt RRM.  
Additionally, the City of Dallas adopted a variation of RRM which is referred to as DARR.  When 
new rates become effective on October 1, 2019, ACSC residents will have a slight economic 
monthly advantage over comparable GRIP and comparable DARR rates (see Attachment 3). 
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EXPLANATION OF “BE IT ORDAINED” PARAGRAPHS: 
1. This section approves all findings in the Ordinance. 
2. This section adopts the RRM rate tariffs and finds the adoption of the new rates to be 

just, reasonable, and in the public interest.   
3. This section finds that existing rates are unreasonable.  Such finding is a necessary 

predicate to establishment of new rates.  The new tariffs will permit Atmos Mid-Tex to 
recover an additional $35.4 million from ACSC Cities. 

4. This section approves an exhibit that establishes a benchmark for pensions and retiree 
medical benefits to be used in future rate cases or RRM filings. 

5. This section approves an exhibit to be used in future rate cases or RRM filings regarding 
recovery of regulatory liabilities, such as excess deferred income taxes. 

6. This section requires the Company to reimburse the Town for expenses associated with 
review of the RRM filing, settlement discussions, and adoption of the Ordinance 
approving new rate tariffs. 

7. This section repeals any resolution or ordinance that is inconsistent with the Ordinance. 
8. This section finds that the meeting was conducted in compliance with the Texas Open 

Meetings Act, Texas Government Code, Chapter 551. 
9. This section is a savings clause, which provides that if any section 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. 

10. This section provides for an effective date upon passage. 
11. This section directs that a copy of the signed Ordinance be sent to a representative of 

the Company and legal counsel for ACSC. 
 
Conclusion and Financial Considerations: 
The Legislature’s GRIP process allowed gas utilities to receive annual rate increases associated 
with capital investments.  The RRM process has proven to result in a more efficient and less 
costly (both from a consumer rate impact perspective and from a ratemaking perspective) than 
the GRIP process.  Given Atmos Mid-Tex’s claim that its historic cost of service should entitle it 
to recover $70 million in additional system-wide revenues, or $54 million from ACSC Cities, the 
RRM settlement at $35.4 million for ACSC Cities reflects substantial savings to ACSC Cities in the 
amount of $18.6 million.  ACSC’s consultants produced a report indicating that Atmos had 
justified increased revenues for ACSC Cities of at least $32.7 million.  Settlement at $35.4 
million is fair and reasonable.  The ACSC Executive Committee consisting of city employees of 
18 ACSC members urges all ACSC members to pass the Ordinance before September 30, 2019.  
New rates become effective October 1, 2019. 
 
Legal Review: 
ACSC Executive Committee recommends ACSC Cities adopt the attached ordinance. 
 
Board/Commission/ or Committee Recommendation: 
Not applicable. 
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Staff Recommendation: 
Staff recommends approval of Ordinance No. 2019-17. 
 
Attachments: 

• Ordinance No. 2019-17 



Attachment 1

Proof of Revenues



Line No.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Customer Class

(a)

Residential

Customer Charge
Consumption Charge
Revenue Related Taxes

Total Class Revenue

Commercial

Customer Charge
Consumption Charge
Revenue Related Taxes

Total Class Revenue

Industrial & Transportation
Customer Charge
Consumption Charge Tier 1
Consumption Charge Tier 2
Consumption Charge Tier 3
Revenue Related Taxes

Total Class Revenue

Total Excluding Other Revenue

Revenue Related Tax Factor

ATMOS ENERGY CORP., MID-TEX DIVISION
RRM CITIES RATE REVIEW MECHANISM

PROOF OF REVENUES - SYSTEMWIDE

TEST YEAR ENDING DECEMBER 31, 2018

Current Proposed
(b)

18.85

0.14846

43.50

0.09165

(c)

19.55

0.17423

46.50

0.09924

Bills Cof/MmBtu

(d) (e)

18,572,400
876,575,629

1,492,740
576,758,305

$ 784.00 $ 845.50 9,804

$ 0.3312 $ 0.3572 10,724,328

$ 0.2425 $ 0.2616 12,346,302

$ 0.0520 $ 0.0561 22,335,700

6.7078%



Current

Revenues

Proposed
Revenues Increase

(0 (g) (h)

$ 350,089,740 $ 363,090,420
130,136,418 152,725,772

32,212,790 34,600,111
$ 512,438,948 $ 550,416,303 $ 37,977,356

64,934,190 $ 69,412,410
52,859,899 57,237,494

7,901,436 ^495,470
$ 125,695,525 $ 135,145,374 $ 9,449,849

7,686,336 $ 8,289,282
3,551,897 3,830,730
2,993,978 3,229,793
1,161,456 1,253,033
1,032,582 1,113,691

$ 16,426,250 $ 17,716,529 $ 1,290,278

$ 654,560,722 $ 703,278,206 $ 48,717,483



Attachment 2

BUI Impact



ATMOS ENERGY CORP.. MID-TEX DIVISION

AVERAGE BILL COMPARISON - BASE RATES

TEST YEAR ENDING DECEMBER 31. 2018

Line

1 Rate R (5) 47.5 Ccf CURRENT

2 Customer charge $ 18.85

3 Consumption charge 47.5 CCF X $ 0.14846 7.05

4 Rider OCR Part A 47.5 CCF X $ 0.27375 13.00

5 Rider GCR Part B 47.5 CCF X $ 0.27485 13.06

6 Subtotal $ 51.96

7 Rider FF & Rider TAX $ 51.96 X 0.06708 3.49

8
n

Total $ 55.45

9

10 Customer charge
11 Consumption charge 47.5 CCF X $ 0.17423 =

12 Rider GCR Part A 47.5 CCF X $ 0.27375 =

13 Rider GCR Part B 47.5 CCF X $ 0.27485 =

14 Subtotal

15 Rider FF & Rider TAX $ 53.89 X 0.06708 =

16 Total

17

18

19 Rate C (S) 367.6 Ccf CURRENT

20 Customer charge $ 43.50

21 Consumption charge 367.6 CCF X $ 0.09165 33.69

22 Rider GCR Part A 367.6 CCF X $ 0.27375 100.62

23 Rider GCR Part B 367.6 CCF X $ 0.19927 73.25

24 Subtotal $ 251.06

25 Rider FF & Rider TAX $ 251.06 X 0.06708 16.84

26 Total $ 267.90

27

28 Customer charge
29 Consumption charge 367.6 CCF X $ 0.09924 -

30 Rider GCR Part A 367.6 CCF X $ 0.27375 =

31 Rider GCR Part B 367.6 CCF X $ 0.19927 =

32 Subtotal

33 Rider FF& Rider TAX $ 256.85 X 0.06708 =

34 Total

35

PROPOSED CHANGE

$ 19.55

8.28

13.00

13.06

$ 53.89

3.61

$ 57.50 $ 2.05

3.70%

PROPOSED CHANGE

$ 46.50

36.48

100.62

73.25

$ 256.85

17.23

$ 274.08 6.18

2.31%

WP_J-3.1
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ATMOS ENERGY CORP., MID-TEX DIVISION
AVERAGE BILL COMPARISON - BASE RATES

TEST YEAR ENDING DECEMBER 31, 2018

Line

36 Rate 1 (a> 4066 MMBTU CURRENT PROPOSED

37 Customer charge $ 784.00

38 Consumption charge 1,500 MMBTU X $ 0.3312 = 496.80

39 Consumption charge 2,566 MMBTU X $ 0.2425 = 622.14

40 Consumption charge 0 MMBTU X $ 0.0520 : -

41 Rider OCR Part A 4,066 MMBTU X $ 2.6733 = 10,868.51
42 Rider OCR Part B 4,066 MMBTU X $ 0.4491 = 1,825.85
43 Subtotal $ 14,597.30
44 Rider FF & Rider TAX $ 14,597.30 X 0.06708 979.16

45 Total $ 15,576.46

46

47 Customer charge $ 845.50

48 Consumption charge 1,500 MMBTU X $ 0.3572 = 535.80

49 Consumption charge 2,566 MMBTU X $ 0.2616 = 671.14

50 Consumption charge 0 MMBTU X $ 0.0561 = -

51 Rider GCR Part A 4,066 MMBTU X $ 2.6733 = 10,868.51
52 Rider GCR Part B 4,066 MMBTU X $ 0.4491 = 1,825.85
53 Subtotal $ 14,746.80
54 Rider FF & Rider TAX $ 14,746.80 X 0.06708 989.19

55 Total $ 15,735.99

56

57 Rate T (d) 4066 MMBTU CURRENT PROPOSED

58 Customer charge $ 784.00

59 Consumption charge 1,500 MMBTU X $ 0.3312 = 496.80

60 Consumption charge 2,566 MMBTU X $ 0.2425 : 622.14

61 Consumption charge 0 MMBTU X $ 0.0520 = -

62 Rider GCR Part B 4,066 MMBTU X $ 0.4491 = 1,825.85

63 Subtotal $ 3,728.79
64 Rider FF & Rider TAX $ 3,728.79 X 0.06708 250.12

65 Total $ 3,978.91

66

67 Customer charge $ 845.50

68 Consumption charge 1,500 MMBTU X $ 0.3572 = 535.80

69 Consumption charge 2,566 MMBTU X $ 0.2616 = 671.14

70 Consumption charge 0 MMBTU X $ 0.0561 : -

71 Rider GCR Part B 4,066 MMBTU X $ 0.4491 = 1,825.85
72 Subtotal $ 3,878.29

73 Rider FF & Rider TAX $ 3,878.29 X 0.06708 260.15

74 Total $ 4,138.44

75

CHANGE

; 159.53

1.02%

CHANGE

159.53

4.01%

WP_J-3.1
Page 2 of 2



Attachment 3

RRM Monthly Savings Over GRIP and DARR Rates



Group

ACSC/RRM

Environs

GRIP

ATM GRIP

DARR

ACSC Margin Advantage Over GRIP and DARR Residential Customers
Effective October 1. 2019

Average Monthly Customer
Consumption Charge

47.5 CCF $19.55

47.5 CCF $19.84

47.5 CCF $21.69

47.5 CCF $21.25

Consumption
Charge

$0.17423

$0.18653

$0.14846

$0.14924

Average Bill

$27.83

$28.70

$28.74

$28.34

Average
Monthly Savings

X

$0.87

$0.92

$0.51


