BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

October 16, 2009

IN RE: )

)
REQUEST OF CHATTANOOGA GAS ) (
COMPANY FOR APPROVAL OF ) Docket No. 09- () / '74//
SPECIAL CONTRACT ) ,

) -

)

REQUEST OF CHATTANOOGA GAS COMPANY FOR
APPROVAL OF SPECIAL GAS EXTENSION CONTRACT
WITH VOLKSWAGEN GROUP OF AMERICA CHATTANOOGA <
OPERATIONS, LLC

Chattanooga Gas Company (“CGC” or “Company”) respectfully requests that the
Tennessee Regulatory Authority (“TRA” or “Authority”) review and approve the Special
Gas Extension Contract (“Contract™) between CGC and Volkswagen Group of America
Chattanooga Operations, LL.C (“Volkswagen”), pursuant to TRA Rule 1220-4-1-.07,
which a redacted version of the contract is attached hereto as Exhibit 1 and a complete
copy is attached under seal as Exhibit 2. CGC cannot begin the gas extension work on
the Volkswagen property until this Contract is approved, and time is of the essence. Ata
later date, CGC will be submitting a second contract for the service of natural gas for the
TRA’s review and approval.

The Volkswagen project involves the construction of a large manufacturing
facility in Chattanooga, Tennessee, with the projected usage being based on the profile of

the anticipated equipment to be installed. The actual equipment that is ultimately




installed may differ from that anticipated, and the resulting usage may be materially
greater or less than that estimated and used in the computation of the allowed investment.
As a result, the Contract negotiated between CGC and Volkswagen recognizes this
unusual circumstance and provides that the allowance may be adjusted if actual usage is
greater or less than estimated.

The Contract provides that, within the later of (i) twelve (12) months of the date
of completion of the extension or (ii) October 1, 2011, the customer (i.e., Volkswagen)
will have usage at the level used to compute the allowable investment. If usage is less
than that used to compute the allowable investment, the customer will be required to
make an additional contribution, and if the usage is greater than that used to compute the
allowable investment, the customer will be given a credit.

Under CGC’s tariff, the usage is analyzed within one year after the completion of
the extension. If actual usage is not at the level used to compute the allowable
investment, the customer must make an additional contribution. The tariff does not
currently provide for the customer to receive a credit if actual usage is greater than that
used to compute the allowance.

The Contract allows the customer the option of paying the contribution in aid of
construction (“CIAC”) in monthly installments over ten (10) years. CGC’s tariff is silent
and does not currently provide for monthly payments. This provision in the Contract
recognizes the significant amount of contribution required for this project and the benefit
to the Chattanooga area and the entire State of Tennessee that will result from the
construction and operation of this new manufacturing facility. The monthly payments are

designed to provide a return on the outstanding balance equal to CGC’s authorized rate of




return thereby insuring that other CGC customers are not adversely impacted as a result
of CICA being paid in monthly installments.

In summary, in light of the significance of this project to the Chattanooga area
and the State of Tennessee, CGC respectfully requests that the TRA expeditiously review
and approve the attached special contract pursuant to TRA Rule 1220-4-1-.07, and if
possible, be considered at the TRA Conference scheduled for October 26, 2009.

Respectfully submitted,

LUN7{OU , PYL.C

{, WA una Ese (BPR #5780)
Jennifer L. Brundige, Esq. (BPR #20673)
333 Union Street, Suite 300
Nashville, TN 37201
(615) 254-9146

Attorneys for Chattanooga Gas Company

CERTIFICATE OF SERVICE

I hereby certify that a true and exact copy of the foregoing has been forwarded by
hand delivery on this the 16™ day of October, 2009, to the following:

Sara Kyle, Chairman

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243

J. Richard Collier, Esq.

General Counsel

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 347243-0505

e




Exhibit 1

CHATTANOOGA GAS COMPANY

E Chattanooga Gas

#815.07

STATE OF TENNESSEE
COUNTY OF Hamilton
DATE: 10132008

VOLKSWAGEN SPECIAL GAS EXTENSION
CONTRACT

NO 040631 BCAID 31823
APPLICANT Volkswagen Group of America Chattanooga Qperatians, LLC.
LOCATION 7351 Enterprise South Blvd., Chaftanooga, TN, 37415

MAILING ADDRESS 605 Chestnut Street, Chattanooga, TN, 37450

THIS VOLKSWAGEN SPECIAL GAS EXTENSION CONTRACT {the AGREEMENT"),
entered into by and between, Chattanoaga Gas Company, hereinafter called Company,

and Volkswagen Group of America Chattancoga Operations, LLC. hereinafter
called Applicant, witnesseth:

WHEREAS, Applicant owns, of cocupies as lesseq, ceflain property in Land Lot No. of
the District of Hamilton County, TENNESSEE, being at the address 7351 Enterprise
Seuth Blvd., in the City of Chattanooga; and has made application for gas to be
supplied by Company to above property; and

WHEREAS, Applicant had other site options for the aulomative manufacluring plant to
be located at the above property (*Plant’), but selected lhe above property such that
Company agreed to pursue a special gas extension contract with the Tennessee
Regulatory Autharity (*Autharity”); and

WHEREAS, Company desires to serve Applicant’s Plant in Chattancoga, Tennessee,
which is projectad fo bring significant economic development and emplayment to
Tennesses; and

WHEREAS, facililies of Company are not now available; and Company is willing to
make Its facilities available to Appiicant, subject to its Rules and Regulations as
hereinafter referred to, unless and until the same is disapproved by the Authonty; and

NOW, THEREFORE, in consideration of the premises and the mutual benefits 1o be
darived therefrom, the parties herete bind themselvas, their persanal representatives,
successors and assigns, as follows:

(1) Company will install gas facilities to serve Applicant in accerdance with the
Company's Rules and Regulations, including all revisions, effective as of Semternber 1,
2009, and filed with the Authority as TRA Ne, 2, all of which are insorporatad herein
and made apari hereaf. The Company will install gas {acilities, substantlally as
cenfigured in Attachment A, inchuding 1 gas meter{s) set fo serve the total equiprment
load indicated in Schedule A al a delivery pressure of 40 psig. Any changes ta these
facilities or their configuration required by the Applicant will be provided by the
Campany and paid for by the Applicant at the Company's current mateyial and labor
rates.

(2) Applicant represents to Company that the gas usage within the later of (i) twelve
marth {12) menlhs of the date of completion of the extension or (li) Qctober 1, 2041
[such dale, the *Calcuiation Date”), will be that indicated by Schedule A hereof, on
which the Company has relied in computing the Total Allowable Investment for facilifies
allowed free to the Applicant and the advance, if any, to be paid by Appiicant to
Company and thal such usage will continue for a period of ten (10) years thareaiter,

(3) Applicant shall pay to Company the contribution required by Applicant
{"Contribution™) set forth on Schedule A either by paying (i) a cne-time paymert of the
Contribution in full upon execution of this Agreement:or (i) monthiy payments of the
Monihly Payment Amount seét forth on Scheduie A, for one hundred twenty (120)
months {the “Payment Term”), as such amount may be adjusted as set forth herein
from time to time. If Applicant elects to pay the Manthly Payment Amount, Applicant
shall also agree to pay inmediately upon demand made by Company to Applicant
therafor, any and ail reasonable attorney's fees and costs of counse| to Company in
cannection with the enfoercement of Lhis Agreement or the colleclion ¢f any amounts
due and owing hereunder, or otherwise incurred in connection with the exercise of
Company's rights and remedies under this Agreement in the svent of any default by
Applicant hereunder. The Monthly Fayment Amaunt shall be billed by Company to
Applicant under a separate line entry on Applicant's bifl from the Cormpany or
separately stated from any other charges when presented in any other form of demansd
for payment, as applicable. Saii cherges shall be due fifteen {15) days after said bill is
rendered and late payments shall be accessed a iate paymeant fee of one (1) percent of
the autstanding balance per month. Applicant may pay the entire baiance of the
Contribution and any other associsted charges, inciuding without limitation, any late
paymenl charges or other charges applicable pursuant to this Agreement, at any time
without peraity. Any partial payment by Appitcant above the monthly billed amount, or
any credit due Applicant pursuant to tha provisions of Section 6 below, shall he appiied
by Company to offset the monthly payments due under the Agreement at the end of the
Paytrient Term, starting with the last manthly payment due under the Payment Term
and, if such offset amount is greater than such last monthly payment, offsetting as
applicable each monthly payment jusl prior to such last menthly payment until such
affset amount is satisfied. Any detit due from Applicant pursuant to the provisions of
Section & or 7 below, shall be applied by Company to add to the payment due under
the Agreament at the end of the Payment Term,

() I at any time Applicant: (a) faiis to timely pay the Monthly Payment Amount or any
other Company changes when due and payable as set forfh hergin, or (b) becomes
subject, as debtor, to any voluntary or involuntary Bankruptcy proceeding: or {c) admits

inwriting its inability to pay its debts as they became due or thal it is insolvent, (d}
ceases operation of the Plant, or (¢) its negotiated contract with Cormpany far firm
infrastate transpartation service is tenminalad far any reasen, then {i) each such failure
or event, as applicable, shail constitute an immediate event of default under this
Agreement biy Applicans, (i) in connection with such event of default, the Company may
elect to take any or all of the following steps: (A) by written notice fram Company to
Applicant aceelerate the payment of the entire amount of tha Cantribution, in which
case the entire amount of the Contribution shall become immediately due and payabie,
provided, however, that ne $uch notice or any other action by Company shall be
reguired in the case of any bankruptcy proceeding of the Applicant and, in such case,
the entire amount of the Contribution and ail other related charges hereunder shall
automatically and immediately become due and payable, (B) exercise any and all rights
and remedies under the applicable law against Applicant lo recover any and all
amaunts due and payable by Applicant to Company pursuant to this Agreement
including, without limitation the entire Contributton and any other related charges
hergunder that are due and owing, tagether wilh all reasonabie fees and expenses of
legal counsel in collecting the Contribution and any other related charges hereunder or
otherwise in enforcing Cotmpany's rights and remedies under this Agreement and
applicable law in connection with any such events of default, and (C) at its option,
impase a defauil rale of interest en the outstarding balance of the Monthly Payment
Amounis & the rate of one percent (1%} per ronth, payable on demand, which default
interest shall be added to and constilute part of the Monthly Payment Amount as
definad above.

{5) Within ninety (90) days of the Caleulation Date, the Company will determine if the
Estimated Annual Revenues in accordance with Schedule A has been met.

{6) If based upon this determination, there is & lesser Allowable investment than that
ariginally granted, and a payment is requirad in addition to the prior payment by the
Applicant, if any, such additional paymant shall bs paid by tha Applicant. The tolal
payment(s), if any, by the Applicant shall not exceed the Estimated Cost to Service
indicated in Schedule A unless changes in facilities are required by the Applicant. I
based an this determination, there is a greater Allowable Investment than that originafly
gramed, such additional Allowable (nvestment shall be credited fo the Applicant. The
total eredits(s), f any, 1o the Applicant shall not exceed the Contribution Required by
Applicant. Any calculated credit or debit shall be applied to the Applicant's involce (f)
within sixty (80) days of calculation, if the Applicant has paid the Contribution pursuant
to Gection 3(j) of this Agreement and (i) at the end of the Payment Term, pursuant to
Section 3 of this Agreement, if the Applicant has elected to pay the Condribution
pursuant to Section 3{ii} of this Agreement.

{7} Other than as provided in Section 6 of this Agreement, there will be na refunds
associated with any payments, contributions or advances hereunder, if the Applicant
fails to take service or fafis lo consume sufficient gas to produce the Estimated Annual
Revenues, the Company may calculate and bill the Apglicant and the Applicani shali
pay an amount according to the Company’s non-residential main and senvice exiension
Rules and Regulations in effect at the time the extension was made as if service had
heen requested on the basis of the actual equipment installed and utilized.

(8) No assignment of This Agreement by applicant shall be effective unless prior written
approval shall have been granted by Company.

(9) Two or more parties may make a joint advance on the same faciiities extension, In
such cases the total free length thereof will be considered to be the sum of the
individuat allcwances that are applicant be under the Rules and Regufation of the
Company. The amount to be advanced by the members of the group shall be
appartioned among them in such manner as they shall mutually agree upon.

{10) Mo failure ar delay on the part of the Company in exercising any right or remedy
heraunder and no course of deating baetween Applicant and Company shall operats as
a waiver thereot, nar shall any singte or paitial exercise of any right or remedy
hereunder preclude any other or further exercise of any right or remedy thereof or the
exercise of any cther right or remedy hereunder. No written notice ta ar written
demand an Applican is required hereunder or constitute a waiver of the rights of the
Company to any other or further action in any circumstances without notice or demand.

{11) Lagal and equitable title to all mains, service lines and appurtanances installed
under this Agreement shall be and remain in the Gompany, and the Cormpany shall
have the right, withioui the consent of, or any refund to, the Custerer, (a) to extend the
gas main cr connect additicnal gas mains to any part of it, and (b) to serve new
additianal customers at any time through service connections attached to such main or
te extended to connected gas mains.

(12} This Agreement is subject to all Rules and Reguiation of the Company which are
now or may hereafter be Issued, approved, or otherwise made efiective, by the
Authority, ar any other governmental hody having jurisdiction with respect to the
Company. References herein to certain portions of such Rules ard Regulation, as they
now exist, shail not be construed as exclusive, and all other portion in effect from time
1e titne shall apply as fully #a though they had been specifically referred te herein. The




Compary may rescind this offer if either party fails to excute the condract within 45 days
of this day and year above. This Agreement is entered into pursuant to the Rules and
Regulations of the Campany to suppert significant regional ecanomic impact. The
parties agree that goad faith negotiation has determined the terms and provisions of
this Agreement, The Company is requited to submit this Agresment to the Authority for
approval. The Authority may disapprove the Agreement, in which ¢ase this Agreement
shall no tonger be effective and shail terminate. In such event, the parties shail enter
Into 2 replacement Non-Residential Gas Extension Contract according to the
Company’s non-residential main and service extension Rules and Regulaticns in effect
at the time. Applicant agrees to cooperate in the filing of any such pelition and in the
submission of necessary infermation {¢ seek approval of this Agreement, This
Agreement shall be terminated if any necessary regulatary authority causes it to be
revoked, cancaled, or terminated. Applicant agrees that it will cooperate with the
Campany in good faith te secure all regulatory authority necessary to the effectivenass
of this Agreement, including, without limitation, authority to enter into a protective order
of the Authority to find that the information filed is confidential,

{13} Applicant acknowledges that in executing this Agreement that they have not relied
upon any representation by the Company relating to the astimated completion date of
lne gas sxdension covered by this Agreement.

{14) Company acknowledges that there is extensive construction activity underway at
the above property ("Site"). Cotnpany shall reasonably coardinate with Applicant
necessary access to the Site for inslaliation of the gas facilities prior to commencement
of service {the "Werk"), subject to the rights and abligations of Company and Appiicant
under the Rule and Regulations. Company has maintained and shall comply with a
safety program that, gt a minimum, complies with all locs, state, and federal sefety
standards, Company shall aiss comply with ihose reascnable safety standards and
requirements established by Applicant and communicated in writing to Company by
Applicant in advance of commencement of the Work, including, without fimitation, those
set forth in the Master Project Safety Manual for the Site ("Safety Program®). Company
shall require its contracters and subcentractors to comply with the Safety Program.
MNotwithstanding the foregoing, the following components of the Safety Program will not
apply to Company or its contraiciors and subcantracters: (i) participation in the Owner
Sontrol Insurance Program (OCIP) and the refated OCIP rules and regulations: (i) drug
and alcohel 1esting and poliey requirements beyond Company's current Depactment of
Transponiation-compliarnt drug and alcohol testing palicy, program and procedures,
except sofely for initial drug ang alcohol testing required of all Site personnet during
Applicant's arientation program, which shall be supplied by Applicant at its expense;
and (jii) the requirement fo have a safety manager (Company shall arrange for a safety
represeniative). Company will maintain, and wéll require all of its contractors and
subconiraclors to maintain, insurance coverages, with commercially reasanable Jiabllity
limits, including general liability, vehicle, and workers compensation coverages, which
requirements may be met through a self insurance program or captive insurance
company. Upen request, Campany will provide Applicant evidence of insurance.

REDACTED

Schedule A
A Estimated Cost of Facilities to Serve | $818,252,76
B Customer Gas Equipment
Cubic
UseCode Feet/Hour
CBs Boiler, Steam 97.00G
CMA Heater, Make-up Air 95,000
Cc Estimated Annual Revenue
C.1 Minimum Annual Use (Cekatherms)
D Contribution Required by Applicant $526,408.32
Monthly Payment Amount option: $7.139.19
*All terms and conditions are
subject to TRA approval

IN WITNESS WHEREQF, the parties hereto have set
their hands and affixed their seals

APPLICANT Volieswagen Group of America Chattancoga Operations, LLC

PRINTNAME  “T#omas ZLoaFmpad

. o
TITLE Dineeles ,_F\- erel-.x\}

DATE 1o/ { 2 o0g

WITNESS =

Pahc—i—hnga ey

PRINT NAME Y

v NN Ny~
TITLE EvP  Fwouce
DATE it ,[ 2 ! o9

WITNESS AA

CHATTANOQOGA GAS COMPANY

BY g—\\ Cle ., é@
TITLE QE?}S-& (OF LT

DATE wf_m,(o‘(

WITNESS ( QAQL"Q SMQ
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