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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
June 2, 2011
IN RE: )
)
~ PETITION OF CHATTANOOGA GAS ) Docket No. 11-00048
COMPANY FOR APPROVAL OF )
NEGOTIATED FRANCHISE AGREEMENT )
WITH THE CITY OF CHATTANOOGA )

PROPOSED SETTLEMENT AGREEMENT

For the sole purpose of settling this case, Tennessee Regulatory Authority (“TRA” or
“Authority”) Docket Number 11-00048, Chattanooga Gas Company (“CGC” or “Company’™)
and Robert E. Cooper, Jr., the Tennessee Attorney General and Reporter, through the Consumer
Advocate and Protection Division (“Consumer Advocate”), (collectively the “Parties”)
respectfully submit this Proposed Settlement Agreement. The Parties stipulate and agree as
follows:

1. CGC is incorporated under the laws of the State of Tennessee and is engaged in
the business of transportation, distribution, and sale of natural gas in Chattanooga and Cleveland,
Tennessee, and in portions of Hamilton and Bradley Couﬁties. CGC is a public utility pursuant

to the laws of Tennessee, and its public utility operations are subject to the jurisdiction of the

TRA.
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2. CGC is a wholly-owned subsidiary of AGL Resources Inc., an energy-based
services holding company. CGC’s principal office and place of business is located at 2207 Olan
Mills Drive, Chattanooga, TN 37421.

3 In CGC’s most recent rate case, Docket 09-00183, the TRA fixed utility rates
which included $365,000 in franchise fees, the amount required by a franchise fee agreement
between CGC and the City of Chattanooga (“City””) which was in effect at that time. '

4. On April 8, 2011, CGC filed a petition pursuant to Tenn. Code Ann. § 65-4-107
requesting approval of a new franchise agreement between CGC and the City. A copy of the
proposed franchise agreement was attached to CGC’s petition. The terms of the previous
franchise agreement, Iwhich included a fixed franchise feé, will no longer be in effect once the
proposed franchise fee is approved by the TRA. The proposed franchise agreement includes a
franchise fee amount based on a percentage of revenue. As a result of CGC’s filing, Docket 11-
00048 was opened.

5. The proposed franchise agreement with the City is an increase in the franchise
fees that are collected under the previous franchise agreement between the City and CGC. The
proposed franchise agreement requires CGC to collect the franchise fee from consumers within
the city limits of the City.

6. Tenn. Code Ann. § 65-4-105(e) provides in part. that franchise fees shall, insofar
as practicable, be billed pro rata to the utility customers receiving local service within the
municipality or political subdivision receiving such payments, and shall not otherwise be
considered by the authority in fixing the rates and charges of the utilit‘y.

7. Following the issuancg of data requests by the TRA Staff and corresponding

responses provided by CGC filed in Docket 11-00048, the Consumer Advocate filed a Petition to

! Docket 09-00183, Final Order (November 8, 2010), p. 31-32.




Intervene in this Docket on May 23, 2011, seeking an adjustment in the proposed franchise fee
recovery mechanism in the amount of $365,000 to insure consumers are not required to pay more
in franchise fees than is required under the new franchise agreement.

8. The Partics have engaged in a substantial review of the record in this matter and
relevant portions of Docket 09-00183 and have undertaken settlement discussions to resolve the
disputed issues in this Docket. Based on those discussions, the Parties have agreed to settle the
issues pending solely in this Docket. More specifically, subject to TRA approval, the Parties
have agreed to the following terms and conditions of compromise and settlement based on the
unique facts of this case:

A. No party to this matter objects to the terms of the proposed franchise
agreement between CGC and the City.

B. CGC does not oppose the Petition to Intervene filed on May 23, 2011 by the
Consumer Advocate.

C. Ifthis Settlement Agreement is approved, consumers of CGC will receive a
$365,000 credit annually beginning on July 1, 2011, in the following manner:

1. Per the Eighty Ninth Revised CGC Tariff Sheet No. 55 (Current Level
of Surcharges and Refund Credits) which is attached as Exhibit 1, a credit
of $0.0026 per therm will be applied to the cost of natural gas.

2. The credit adjustment factor of $0.0026/therm, is computed by dividing
the $365,000 franchise fee included in base rates in Docket 09-00183 by
141,320,373 therms used to establish rates in Docket 09-00183. See
attached Exhibit 2.

3. The Fifth Revised Sheet No. 51 is attached to reflect the Chattanooga
franchise fee under the proposed franchise agreement. See attached
Exhibit 3.

D. The terms of this settlement, the accounting treatment described above and the
attached tariff referenced above will expire at the conclusion of CGC’s next rate
case when the Authority institutes new rates.

E. Any subsequent modification or revision to the tariff page subject to this
agreement shall not alter the terms and accounting treatment prescribed in this




Proposed Settlement Agreement until the completion of CGC’s next rate case
when the Authority institutes new rates.

9. The stipulations agreed to in this Proposed Settlement Agreement, which are the
product of negotiations and substantial communication and compromise between the Parties, are
just and reasonable and in the public interest.

10.  The Parties jointly recommend that the Authority issue an order adopting this
Proposed Settlement Agreement in its entirety without modification.

11.  If the TRA does not accept the Proposed Settlement Agreement in whole and as
full and final settlement of the issues in this Docket, this Proposed Scttlement Agreement shall
terminate and the Parties shall not be bound by any position set forth in this Proposed Settlement
Agreement. Should this Proposed Settlement Agreement terminate, it will be considered void
and have no binding effect, and the signatories to this Proposed Settlement Agreement reserve
their rights to fully participate in all relevant proceedings notwithstanding their agreement to the
terms of this Proposed Settlement Agreement. The provisions of this Proposed Settlement
Agreement are not severable.

12. By agreeing to this Proposed Settlement Agreement, no Party waives any right to
continue litigating this matter should the Proposed Settlement Agreement be rejected by the TRA
in whole or in part.

13. No provision of this Proposed Settlement Agreement shall be deemed an
admission of any Party.

14.  The Parties agree to support this Proposed Settlement Agreement in any
proceeding before the Authority in this Docket; however, the Parties further agree and request

the Authority to order that the settlement of any issue pursuant to this Proposed Settlement




Agreement shall not be cited by the Parties or any other entity as binding precedent in any other
proceeding before the Authority or any court, state or federal.

15.  The provisions of this Proposed Settlement Agreement do not necessarily reflect
the positions asserted by any Party, and no Party to this Proposed Settlement Agreement waives
the right to assert any position in any future proceeding except as expressly stipulated herein.
This Proposed Settlement Agreement shall not have precedential effect in any future proceeding
or be binding on any Party except to the limited exteni necessary to implement the provisions
hereof.

16.  The Parties agree to implement this Proposed Settlement Agreement in good faith
and with due diligence.

17.  This Proposed Settlement Agreement shall be governed by and construed under

the laws of the State of Tennessee, notwithstanding conflict of law provisions.

SIGNATURES ON FOLLOWING PAGE




The foregoing Proposed Settlement Agreement of Docket 11-00048 is agreed and

stipulated to this é day of June, 2011.

FOR CHATTANOOGA GAS COMPANY:

1. @9/ Esq. (BPR #5780)

Jennifer L. Brundige, Esq. (BPR #20673)
Luna Law Group

333 Union Street, Suite 300

Nashville, TN 37201
(615) 254-9146




FOR THE ATTORNEY GENERAL AND REPORTER
CONSUMER ADVOCATE AND PROTECTION DIVISION:

Rl

Robert E.‘Cooper, Jr. (BPR‘ No. 10934)
Attorney General and Reporter

5 Moo

Ryan L. McGehee (BPR No. 25559)
Assistant Attorney General

Consumer Advocate and Protection Division
Office of Attorney General

425 5™ Avenue North

Nashville, TN 37243-0491

(615) 532-5512




Exhibit 1

Proposed Settlement Agreement between
CGC and the Consumer Advocate
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CHATTANGOGA GAS COMPANY

GAS TARIFF
TRA NO. 1 Eighty Ninth Revised Sheet No. 55
CURRENT LEVEL OF SURCHARGES AND REFUND CRECITS
AMOUNTS INDICATED BELOW APPLY TO THE BILLING DETERMINANTS
OF EACH INDIVIDUAL TARIFF
F1 - -1 T2 T2 R-1 R-4 C-1 &2 c2 AC V-1
Medium Medium Residential
Commercial and Commaercial and Interruptible Small Commercial  Commercial and
Industrial Large Large Ci and Teansp i Commercial and and Commercial Natural Gas
Velume Firm Sates Volume Firm  Industdal Interrupfible  Service With Firm  Low Volume and Industrial Industrial Air Vehicle
RATES Service Sales Service Sales Servics Gas Supply Backup  Transport  Residential ~MultiFamily  Indusirial Demand  Commedity Conditioning  Service
Dremand Copnimadily Commadity Demand Demand

Bllling Unit: DT OT BT BT T Themn Therm Therm DT Therm Therm Therm
MCR Refund 7H/2041% {1.9971) 0.0000 0.0000 {1.2971) (1.9971) {¢.e519) {0.0519) {0.0519) (1.9971) 0,0000 0.0000 00000
ACA 1010 [0.2274) {0.6648) {f.6648) {0.2274) {0.2274) {0.0719) {0.0719) {0.0719} {0.2274) {0.0666} {0.0665) 0.0000
Chattancoga {0.0258) {0.0258) {0.0026) (0.0028) {0.0026) {0.0028) (0.0026)

TOTAL (2.2245) {0.6905) {06905} (2.2245) {2.2245} {0.1283) (0.1263) {0.4283) {2.2245) {0.0631) {0.0691) 0.0000

HT-UT-2/T-3
Commodity Dt

Chattancoga {0.0258)

*IMCR refund made effective July 1, 2040 terminated Effective June 30,2011
** Effective Qctober 1, 2010. ACA 09-10 Effective October 1, 2009 terminated September 30, 2010.
***Chattanooga Franchise Adj Cradit shall be effsctive July 1, 2011 ang centinue to be applied until the completion of CGC next general rate case,

EFFECTIVE: July %, 2011
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Proposed Settlement Agreement between

CGC and the Consumer Advocate
Docket 11-00048
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Exhibit 3

Proposed Settlement Agreement between
CGC and the Consumer Advocate

Docket 11-00048




CHATTANOOGA GAS COMPANY

GAS TARIFF

TRANO. 1 FIFTH REVISED SHEET NO. 51
CURRENT LEVEL OF APPLICABLE TAXES AND LOCAL GOVERNMENT FEES C
APPLICABILITY

This Schedule shail be applicable o all Rate Schedules and to each Customer rendered gas service

hereunder except for those Customers qualifying for specific exemption. A copy of the appropriate

State approved exemption certificate form shall be filed with the Company in order to qualify for a
State of Tennessee Sale Tax exemption

BILLING

The taxes and fees due under this Schedule shall be included in the monthly bill for service
rendered and shall be considered as an integral part of the total monthly bill due.

APPLICABLE TAXES

STATE OF TENNESSEE SALES TAX

This Tax shall be billed as follows:
Residential - Tax Exempt Effective July 1, 1985
Multi-Family Housing Service - Billed at rate of 7%.

Commercial and Industrial - Billed at rate of 7% unless Customer qualifies for special 1
1/2% rate or total exemption.

APPLICABLE CITY FEES

CITY OF CLEVELAND FRANCHISE FEE

This Fee shall be billed at the rate of 5% on customer located within the City limits of
Cleveland Tennessee, '

CITY OF CHATTOOGA FRANCHISE FEE

This Fee shall be billed to customers within the City Limits of Chattanooga Tennessee at N
the rate of:

3.15% *for 2011 and 2012
4.15% **for 2013 and 2014
5.15% **for 2015 and beyond. .

* Rate change is effective July 1, 2011
#* Rate change effective January 1.

ISSUED: May 31, 2011 EFFECTIVE: July i,2011
ISSUED BY: STEVE LINDSEY, VP






