
Office of the City Manager     City of Richland Hills, Texas 

 

Memorandum 
To:  Honorable Mayor Bill Agan and members of the Richland Hills City Council 

From:  Eric Strong 

Date:  September 24, 2013  

Subject: Atmos Rate Review Mechanism        
       

Council Action Requested:  

Consider Ordinance No. 1257-13 approving Atmos Rate Review Mechanism Rate Increase 

 
Background Information:  

The City, along with approximately 164 other cities served by Atmos Energy Mid-Tex 

Division (“Atmos Mid-Tex” or “Company”), is a member of the Atmos Cities Steering 

Committee (“ACSC”).  On or about July 15, 2013, Atmos Mid-Tex filed with the City an 

application to increase natural gas rates pursuant to the Rate Review Mechanism (“RRM”) 

tariff renewed by the City in 2013 as a continuation and refinement of the previous RRM rate 

review process.  This is the first annual RRM filing under the renewed RRM tariff. 

The Atmos Mid-Tex RRM filing sought a $22.7 million rate increase system-wide based 

on an alleged test-year cost of service revenue deficiency of $25.7 million.  The City worked 

with ACSC to analyze the schedules and evidence offered by Atmos Mid-Tex to support its 

request to increase rates.  The Ordinance and attached rate tariffs are the result of 

negotiations between ACSC and the Company to resolve issues raised by ACSC during the 

review and evaluation of Atmos Mid-Tex’s RRM filing.   

The Ordinance resolves the Company’s RRM filing by authorizing additional revenues 

to the Company of $16.6 million system-wide.  For purposes of comparison, this negotiated 

result is about $11 million less than what ACSC’s consultants calculated that Atmos would 

have been entitled to if Atmos had filed a case under the Gas Reliability Infrastructure Program 
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(“GRIP”) rather than an RRM case.  The settlement is expected to increase the average 

residential customer’s bill by approximately $0.74 per month.  An Average Bill Comparison of 

base rates has been prepared for residential, commercial, industrial, and transportation 

customers. 

The ACSC Executive Committee and ACSC legal counsel recommend that all ACSC 

Cities adopt the Ordinance implementing the rate change. 

RRM Background: 

The RRM tariff was originally approved by ACSC Cities as part of the settlement 

agreement to resolve the Atmos Mid-Tex 2007 system-wide rate filing at the Railroad 

Commission.  In early 2013, the City adopted a renewed RRM tariff for an additional five years.  

Atmos Mid-Tex’s July 2013 filing was made pursuant to the renewed RRM tariff.   

The RRM tariff and the process implementing that tariff were created collaboratively by 

ACSC and Atmos Mid-Tex as an alternative to the legislatively-authorized GRIP surcharge 

process.  ACSC has opposed GRIP because it constitutes piecemeal ratemaking, does not 

allow any review of the reasonableness of Atmos’ expenditures, and does not allow 

participation by cities or recovery of cities’ rate case expenses.  In contrast, the RRM process 

has allowed for a more comprehensive rate review and annual adjustment as a substitute for 

GRIP filings.  ACSC’s consultants have calculated that had Atmos filed under the GRIP 

provisions, it would have received additional revenues from ratepayers in excess of $28 

million. 

Purpose of the Ordinance: 

 Rates cannot change without the adoption of rate ordinances by cities.  The purpose of 

the Ordinance is to approve rates (shown on “Attachment A” to the Ordinance) that reflect the 

negotiated rate changes pursuant to the RRM process and to ratify the recommendation of the 

ACSC Executive Committee.   

 As a result of the negotiations, ACSC was able to reduce the Company’s requested 

$22.7 million RRM increase to $16.6 million.  Approval of the Ordinance will result in the 
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implementation of new rates that increase Atmos Mid-Tex’s revenues effective November 1, 

2013. 

 

Reasons Justifying Approval of the Negotiated Resolution: 

Consultants working on behalf of ACSC Cities have investigated the support for the 

Company’s requested rate increase.  While the evidence does not support the $22.7 million 

increase requested by the Company, ACSC’s consultants agree that the Company can justify 

an increase in revenues of some lesser amount.  The agreement on $16.6 million is a 

compromise between the positions of the parties. 

The alternative to a resolution of the RRM filing would be a GRIP filing by the Company, 

based upon the Railroad Commission’s decision in the 2012 rate case.  A GRIP filing would 

entitle the Company to receive more than $28 million in additional revenues, with ACSC being 

precluded from reviewing the reasonableness of the GRIP filing.  The ACSC Executive 

Committee recommends that ACSC members take action to approve the Ordinance 

authorizing new rate tariffs. 

No Changes to Residential Customer Charges: 

For the first annual filing under the revised RRM tariff, the Company agreed to forgo any 

change to the residential customer charge.  Therefore, for the 2013 RRM, the result of the 

filing will not increase the residential customer charge, and the entirety of the increase to the 

residential class will be applied to the commodity (natural gas consumption) component of 

rates. 

Board/Citizen Input:  

N/A 

 Financial Impact:  

N/A 
 
 
Staff Contacts: 
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Eric Strong 
Assistant City Manager 
estrong@richlandhills.com 
 
Attachments:   
Letter from ASCS Attorneys 
Ordinance No. 1257-13 
Attachment A – Atmos-Mid Tex Tarrifs 
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ORDINANCE NO. 1257-13 

A N OR DI NA NC E  OF  T H E  C I T Y  C OUNC I L  OF  T H E  C I T Y  
OF  R I C H L A ND H I L L S, T E X A S, A PPR OV I NG  A  
NE G OT I A T E D R E SOL UT I ON B E T W E E N T H E  A T M OS 
C I T I E S ST E E R I NG  C OM M I T T E E  A ND A T M OS E NE R G Y  
C OR P., M I D-T E X  DI V I SI ON R E G A R DI NG  T H E  
C OM PA NY ’ S 2013 A NNUA L  R A T E  R E V I E W  
M E C H A NI SM  F I L I NG  I N A L L  C I T I E S E X E R C I SI NG  
OR I G I NA L  J UR I SDI C T I ON;  DE C L A R I NG  E X I ST I NG  
R A T E S T O B E  UNR E A SONA B L E ;  A DOPT I NG  T A R I F F S 
T H A T  R E F L E C T  R A T E  A DJ UST M E NT S C ONSI ST E NT  
W I T H  T H E  NE G OT I A T E D SE T T L E M E NT  A ND F I NDI NG  
T H E  R A T E S T O B E  SE T  B Y  T H E  A T T A C H E D T A R I F F S 
T O B E  J UST  A ND R E A SONA B L E ;  R E QUI R I NG  T H E  
C OM PA NY  T O R E I M B UR SE  C I T I E S’  R E A SONA B L E  
R A T E M A K I NG  E X PE NSE S;  R E PE A L I NG  C ONF L I C T I NG  
R E SOL UT I ONS OR  OR DI NA NC E S;  DE T E R M I NI NG  
T H A T  T H I S OR DI NA NC E  W A S PA SSE D I N 
A C C OR DA NC E  W I T H  T H E  R E QUI R E M E NT S OF  T H E  
T E X A S OPE N M E E T I NG S A C T ;  A DOPT I NG  A  SA V I NG S 
C L A USE ;  DE C L A R I NG  A N E F F E C T I V E  DA T E ;  
PR OV I DI NG  A  M OST  F A V OR E D NA T I ONS C L A USE ;  
A ND R E QUI R I NG  DE L I V E R Y  OF  T H I S OR DI NA NC E  T O 
T H E  C OM PA NY  A ND T H E  ST E E R I NG  C OM M I T T E E ’ S 
L E G A L  C OUNSE L . 

WHEREAS, the City of Richland Hills, Texas (“City”) is a gas utility customer of Atmos 

Energy Corp., Mid-Tex Division (“Atmos Mid-Tex” or “Company”), and a regulatory authority 

with an interest in the rates and charges of Atmos Mid-Tex; and 

WHEREAS, the City is a member of the Atmos Cities Steering Committee (“ACSC”), a 

coalition of approximately 164 similarly situated cities served by Atmos Mid-Tex that have 

joined together to facilitate the review of and response to natural gas issues affecting rates 

charged in the Atmos Mid-Tex service area; and  

WHEREAS, pursuant to the terms of the agreement settling the Company’s 2007 

Statement of Intent to increase rates, ACSC Cities and the Company worked collaboratively to 

develop a Rate Review Mechanism (“RRM”) tariff that allows for an expedited rate review 
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process controlled in a three-year experiment by ACSC Cities as a substitute to the current Gas 

Reliability Infrastructure Program (“GRIP”) process instituted by the Legislature; and  

WHEREAS, the City took action in 2008 to approve a Settlement Agreement with Atmos 

Mid-Tex resolving the Company’s 2007 rate case and authorizing the RRM tariff; and 

WHEREAS, in 2013, ACSC and the Company negotiated a renewal of the RRM tariff 

process for an additional five years; and 

WHEREAS, the City passed an ordinance renewing the RRM tariff process for the City 

for an additional five years; and 

WHEREAS, the RRM renewal tariff contemplates reimbursement of ACSC Cities’ 

reasonable expenses associated with RRM applications; and  

WHEREAS, on or about July 15, 2013, the Company filed with the City its first annual 

RRM filing under the renewed RRM tariff, requesting to increase natural gas base rates by $22.7 

million; and 

WHEREAS, ACSC coordinated its review of Atmos Mid-Tex’s RRM filing through its 

Executive Committee, assisted by ACSC attorneys and consultants, to resolve issues identified 

by ACSC in the Company’s RRM filing; and  

WHEREAS, the ACSC Executive Committee, as well as ACSC’s counsel and 

consultants, recommend that ACSC Cities approve the attached rate tariffs (“Attachment A” to 

this Ordinance), which will increase the Company’s revenues by $16.6 million; and 

WHEREAS, the attached tariffs implementing new rates are consistent with the 

negotiated resolution reached by ACSC Cities and are just, reasonable, and in the public interest; 

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY 

OF RICHLAND HILLS, TEXAS: 
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Section 1.  That the findings set forth in this Ordinance are hereby in all things approved. 

Section 2.  That the City Council finds the existing rates for natural gas service provided 

by Atmos Mid-Tex are unreasonable and new tariffs which are attached hereto and incorporated 

herein as Attachment A, are just and reasonable and are hereby adopted. 

Section 3.  That Atmos Mid-Tex shall reimburse the reasonable ratemaking expenses of 

the ACSC Cities in processing the Company’s RRM application. 

Section 4.  That to the extent any resolution or ordinance previously adopted by the 

Council is inconsistent with this Ordinance, it is hereby repealed. 

Section 5.  That the meeting at which this Ordinance was approved was in all things 

conducted in strict compliance with the Texas Open Meetings Act, Texas Government Code, 

Chapter 551. 

Section 6.  That if any one or more sections or clauses of this Ordinance is adjudged to be 

unconstitutional or invalid, such judgment shall not affect, impair or invalidate the remaining 

provisions of this Ordinance and the remaining provisions of the Ordinance shall be interpreted 

as if the offending section or clause never existed. 

Section 7.  That if ACSC determines any rates, revenues, terms and conditions, or 

benefits resulting from a Final Order or subsequent negotiated settlement approved in any 

proceeding addressing the issues raised in Atmos’ 2013 RRM filing would be more beneficial to 

the ACSC Cities than the terms of the attached tariffs, then the more favorable rates, revenues, 

terms and conditions, or benefits shall additionally and automatically accrue to the ACSC Cities, 

including the City, without the need for City to take any further action.  If this automatic 

adjustment occurs, Atmos Mid-Tex shall promptly thereafter file with the City an amended tariff 

documenting the adjustment to rates. 
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Section 8.  That this Ordinance shall become effective from and after its passage with 

rates authorized by attached tariffs to be effective for bills rendered on or after November 1, 

2013. 

Section 9.  That a copy of this Ordinance shall be sent to Atmos Mid-Tex, care of Chris 

Felan, Manager of Rates and Regulatory Affairs, at Atmos Energy Corporation, 5420 LBJ 

Freeway, Suite 1862, Dallas, Texas 75240, and to Geoffrey Gay, General Counsel to ACSC, at 

Lloyd Gosselink Rochelle & Townsend, P.C., P.O. Box 1725, Austin, Texas 78767-1725. 

PASSED AND APPROVED this __________ day of ___________________, 2013. 

 
 
_________________________________ 
Mayor 

 
ATTEST: 
 
 
__________________________________ 
City Secretary 
 
APPROVED AS TO FORM: 
 
 
___________________________________ 
City Attorney 
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