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This matter comes before the State Corporation Commission of the State of Kansas 

(Commission) for consideration and decision. Having reviewed the pleadings and record, the 

Commission makes the following findings and conclusions: 



I. INTRODUCTION 

A. PROCEDURAL HISTORY. 

1. On August 13, 2015, Atmos Energy Corporation (Atmos Energy) filed an 

Application with the Commission to make certain changes in its rates and charges for natural gas 

service to its 131,000 Kansas customers, to seek approval of a formula rate mechanism referred 

to as an Annual Rate Mechanism (ARM), or in the alternative, for approval to file an abbreviated 

docket to update rates to reflect new infrastructure investment, and approval of a System 

Integrity Program (SIP) tariff to accelerate progress in replacing obsolete materials in its 

distribution system. 1 Atmos Energy proposed that the rate changes and revised Staff schedules 

become effective thirty (30) days from the date of filing, as permitted by law, or at such other 

date as the Commission may by order prescribe. 2 

2. The schedules filed with Atmos Energy's Application indicated a gross revenue 

deficiency of $6.6 million based upon normalized operating results for the 12 months ending 

March 31, 2015, adjusted for known and measurable changes in revenues, operating and 

maintenance expenses, costs of capital and taxes, and other adjustments. 3 Atmos Energy's 

request for an overall revenue increase of $6.6 million is the result of increasing base rates by 

$5.7 million, proposing a rate case expense surcharge of $0.950 million, and rebasing amounts 

currently collected through the Gas System Reliability Surcharge (GSRS) of $0.388 million as 

well as rebasing $0.078 million of Ad Valorem Tax Surcharge (AVTS). 4 In support of its 

1 Application at 2-4 (Aug. 13, 2015). 
2 Id. at 5. 
3 Id. at 2-3. 
4 Application, pages 2-3. 
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Application, Atmos Energy submitted the testimony of eleven witnesses and schedules as 

required by K.A.R. 82-1-231. 

3. Pursuant to the September 10, 2015, Order of the Commission, the effective date 

of this Application filed herein was suspended for up to 240 days, or until April 11, 2016.5 

4. On August 14, 2015, the Citizens' Utility Ratepayer Board (CURB) petitioned for 

intervention. On September 8, 2015, Continuum Retail Energy Services, LLC petitioned for 

intervention. The Commission granted both petitions. 

5. On December 21, 2015, Commission Staff (Staff) filed its direct testimony in the 

above docket, recommending a rate increase of $1.49 million for Atmos Energy. 6 Staff 

recommended additional adjustments to Atmos Energy's proposed depreciation rates for shared 

services and raised several policy questions related to the calculation of depreciation rates.7 Staff 

made additional recommendations regarding return on equity, adjustments to the income 

statements and rate base, and Atmos Energy's requested ARM, SIP, and rate case expense rider. 8 

Staff supported an abbreviated rate filing conditioned upon Atmos Energy agreeing to a three-

. 9 year rate moratonum. 

6. On December 21, 2015, CURB filed testimony m which it recommended a 

revenue decrease of $716,730.00, opposed Atmos Energy's requested ARM, opposed the rate 

case expense rider and suggested any decision regarding the SIP be deferred to the General 

Investigation Regarding the Acceleration of Replacement of Natural Gas Pipelines Constructed 

5 Order on Protective and Discovery Orders; Electronic Service; Designating Prehearing Officer; Suspension; and 
Granting CURB Intervention at 10 (Sep. 10, 2015). 
6 Direct Testimony Prepared by Kristina A. Luke Fry at 6 (Dec. 21, 2015) [hereinafter Fry Test.]. 
7 Direct Testimony and Schedules of Roxie McCullar (Dec. 21, 2015). 
8 Fry Test. at 2-3. 
9 Direct Testimony Prepared by Justin T. Grady at 31-30 (Dec. 21, 2015). ,., 
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of Obsolete Materials Considered to be a Safety Risk, Docket No. 15-GIMG-343-GIG (Mar. 12, 

2015) [hereinafter 15-343 Docket). 10 

7. On December 21, 2015, Continuum filed testimony making recommendations as 

to (1) allocation of revenue to the transportation class; (2) equalizing transportation class rates to 

their companion sales class rates; (3) eliminating the minimum annual usage requirement or 

threshold for a customer to qualify to receive transportation service; and (4) setting a threshold 

for when electronic flow measurement (EFM) equipment is required. 11 

8. On January 5, 2016, CURB and Continuum filed cross-answering testimony. 

9. Atmos Energy filed rebuttal testimony on January 11, 2016. 

10. On January 20, 2016, the Parties filed a joint motion requesting approval of a 

Unanimous Settlement Agreement (SA), as that term is defined by K.A.R. 82-1-230a(2). The 

SA outlines the proposed resolution to all outstanding disputed issues raised in the application, 

pre-filed testimony and exhibits. 12 

11. On January 21, 2016, each Party filed testimony in support of the Settlement. 

12. On February 2, 2016, the Commission conducted an evidentiary hearing on the 

Parties' joint motion to approve the SA. 

10 Direct Testimony of Andrea C. Crane Re: Revenue Requirement and Pol icy Issues at 7-8 (Dec. 21, 2015). 
11 Direct Testimony of Rick Pemberton at 6-9, 14-15 (Dec. 21, 2015). 
12 Joint Motion to Approve Unanimous Settlement Agreement at Attachment I, (Jan. 20, 2016). Hereinafter the 
attached SA will be referred to as its own document for purposes of citation. It is with this note that it should be 
highlighted that the SA either begins with page two or begins with page one and skips page two as the first noted 
page number is page three. Citation to the document will be in accordance with the latter. 
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13. The following witnesses appeared and testified in support of the Settlement: 

Atmos Energy: Gary L. Smith & Christian (Troy) L. Paige 

Staff: Justin Grady 

CURB: Andrea C. Crane 

Continuum: Richard Pemberton 13 

B. JURISDICTION. AUTHORITY AND LEGAL STANDARDS 

14. The Commission has full power, authority and jurisdiction to supervise and 

control natural gas public utilities doing business in Kansas, and is empowered to do all things 

necessary and convenient for the exercise of such power, authority and jurisdiction. 14 "Natural 

gas public utility" means any public utility, as defined in K.S.A. 66-104, which supplies natural 

gas. 15 K.S.A. 66-104 defines "public utility" in part as "all companies for the production, 

transmission, delivery or furnishing of heat, light, water, or power." 

15. Natural gas public utilities subject to the Commission's jurisdiction shall "furnish 

reasonably efficient and sufficient service and facilities for the use of any and all products or. 

services rendered, furnished, supplied or produced by such natural gas public utility, to establish 

just and reasonable rates, charges and exactions and to make just and reasonable rules, 

classifications and regulations." 16 The Commission thus has the power to require utilities to 

establish just and reasonable rates and maintain reasonably sufficient and efficient service. 17 

13 Transcript, page 3, lines 5-20. 
14 K.S.A. 66-1,200; 66-1,20 I. 
15 K.S.A. 66-1,200. 
16 K.S.A. 66-1,202. 
17 K.S.A. 66-1,202. 

5 



16. The authority of the Commission is liberally construed, and in the exercise of the 

Commission's power, authority, and jurisdiction, all incidental powers necessary to carry into 

effect the provision of the Natural Gas Public Utilities Act, K.S.A. 66-1,200, et seq., are 

expressly granted to and conferred upon the Commission. 18 

17. Pursuant to K.S.A. 66-117, a public utility over which the Commission has 

jurisdiction cannot make effective any "changed rate, joint rate, toll, charge or classification or 

schedule of charges, or any rule or regulation or practice pertaining to the service or rates of such 

public utility" except upon filing with the Commission. 

18. Upon the filing by Atmos Energy on August 13, 2015 to make changes to its 

charges for natural gas service pursuant to K.S.A. 66-117 and K.A.R. 82-1-231, the Commission 

has jurisdiction to exercise control and authority over Atmos Energy for, among other things, this 

particular rate request. 

C. PREFILED TESTIMONY AND OTHER DOCUMENTS 

19. The Commission regulations address filing requirements for rate proceedings, and 

require utilities such as Atmos Energy to provide appropriate schedules and competent testimony 

when filing a rate change application. 19 

20. On August 13, 2015, Atmos Energy filed direct testimony from eleven witnesses 

in addition to data that numbered several hundred pages. On December 21, 2015, Staff, CURB 

and Continuum submitted direct testimony in accordance with the procedural schedule. Shortly 

thereafter, on January 5, 2016, CURB and Continuum submitted cross-answering testimony. On 

18 K.S.A. 66-1,207. 
19 See K.A.R. 82-1-231. 
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January 11, 2016, Atmos Energy submitted rebuttal testimony from seven witnesses. The 

following table identifies and outlines these filings: 

Atmos Energy 

Staff 

CURB 

Continuum 

DIRECT 

TESTIMONY 

WITNESSES 

1. Gary Gregory 
2. John McDill 
3. Barbara Myers 
4. Christian Paige 
5. Gary L. Smith 
6. Richard Thomas 
7. Laura Becker 
8. Jared Geiger 
9. Paul Raab 
10. Ann Bulkley 
11. Dane Watson 

1. Leo Haynos 
2. Adam Gatewood 
3. William E. Bal dry 
4. Tyler J. Page 
5. Katie L. Figgs 
6. Kristina Luke-Fray 
7. Robert Glass 
8. Justin Grady 

1. Andrea C. Crane 
2. Brian Kalcic 
3. Edward A. McGee 

1. Rick Pemberton 

CROSS-ANS. 

TESTIMONY 

WITNESSES 

1. Andrea C. Crane 
2. Brian Kalcic 

1. Rick Pemberton 

REBUTTAL 

TESTIMONY 

WITNESSES 

1. Gary Gregory 
2. Barbara Myers 
3. Christian Paige 
4. Gary L. Smith 
5. Jared Geiger 
6. Paul Raab 
7. Ann Bulkley 
8. Dane Watson 

21. In summation, by January 11, 2016, 23 witnesses from four separate parties had 

placed into the administrative record for this docket thirty-three (33) iterations of direct, cross-

answering or rebuttal testimony that established and defended the basis and rationale for their 

respective initial positions. 
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D. PUBLIC HEARINGS AND COMMENTS 

22. The Commission took comments from the public regarding Atmos Energy's 

Application from the commencement of Atmos Energy's general rate case up through January 

26, 2016, as directed by the procedural schedule. The Commission received comments via 

telephone, traditional mail, and electronic mail. 

23. The Commission, though not required by statute, has established a history of 

directly reaching out and receiving comments from individual members of the public. Public 

hearings provide the citizens of Kansas an opportunity to address the Commission directly. 

24. The procedural schedule set a public hearing for December 1, 2015, at Kansas 

University, Edwards Campus - Best Conference Center, Overland Park, Kansas, with live video 

conferencing available via the Commission website.20 

25. Atmos Energy's customers and the general public received notification by way of 

multiple newspapers throughout the state, as well as mailers included in every Atmos Energy 

customer's bill. 21 

26. On January 28, 2016, the Commission's Public Affairs and Consumer Protection 

Division ("P ACP") caused to be filed in the record a report summarizing the public comments 

received. The Commission received sixteen (16) comments from August 13, 2015 through 

January 26, 2016. 22 The Commission received one comment during the December 1, 2015, 

Overland Park hearing. The public response received in this docket indicated general opposition 

to Atmos Energy's Application. 

200rder Setting Procedural Schedule and Notice of Public Hearing at 4, (Sep. 29, 2015). 
21See Affidavit of Mailing, Publication and Electronic Service, (Nov. 30, 2015). 
22Notice ofFiling of Public Comment (Jan. 28, 2016). 
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E. EVIDENTIARY HEARfNGS AND ADMINISTRATIVE NOTICE 

27. On February 2, 2016, in accordance with the procedural schedule set forth in this 

docket, the Commission convened an evidentiary hearing to receive testimony in support of 

settlement and allow Commissioners to ask any question of the Parties' witnesses regarding the 

rate case and the SA. After inquiring with Staff and hearing no objections, the Commission 

found that notice and convening of the evidentiary hearing was proper. 23 

II. UNANIMOUS SETTLEMENT AGREEMENT 

A. SETTLEMENT & AGREEMENT 

28. The Unanimous Settlement and Agreement is hereby attached and the provisions 

incorporated herein as agreed to by the Parties. 

29. STIPULATED REVENUE REQUIREMENT. The Parties propose that Atmos Energy's 

net overall annual revenue increase should be set at $2,218,903.00.24 This number is inclusive of 

rate case expense.25 Further, Atmos Energy agrees to roll into base rates the existing balance in 

the GSRS ($0.388 million) and Ad Valorem Tax Surcharge ("AVTS") riders ($0.078 million) 

and those amounts are included in the annual revenue increase agreed to by the Parties.26 

30. DEPRECIATION RATES. The Parties agree that the revenue requirement shall 

include a decrease in Atmos Energy's Shared Service Corporate Assets depreciation expense 

consistent with the depreciation rates proposed by Staff witness Roxie McCullar. 27 The 

depreciation rates are set forth in Appendix A to the SA. The Parties also agree that the revenue 

23 Transcript of Evid. Hearing at 5 (Feb. 2, 2016). 
24 SA at 4. 
1s Id. 
26 Id. at 4-5. 
27 Id. at 5 
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requirement includes the Colorado/Kansas Division Assets depreciation rates proposed by Atmos 

Energy witness Dane Watson that were based upon a depreciation study approved by the 

Colorado Public Service Commission.28 

31. Atmos Energy agrees to adopt the depreciation rates in Appendix A to the SA in 

lieu of the policy recommendations made by Ms. McCullar or Mr. Watson.29 The Parties agree 

that the policy recommendations made by Ms. McCullar and Mr. Watson regarding ALG v. ELG 

may be addressed in future general rate case filings. 30 

32. ANNUAL RA TE MECHANISM. Atmos Energy agrees that it will not implement its 

proposed ARM tariff in this rate case. 31 

33. WEATHER NORMALIZATION ADJUSTMENT (WNA) FACTORS. The Parties agree 

that Atmos Energy shall be allowed to use its currently approved WNA factors and that its WNA 

tariff shall remain in effect. 32 

34. PRE-TAX RATE OF RETURN. While the Parties have specifically acknowledged 

that no stated return on equity is included in the SA, the Parties have agreed that Atmos Energy 

shall be authorized to use 11.04%, until its next general rate proceeding, as its overall pre-tax 

rate of return for regulatory accounting purposes, the requested abbreviated rate case agreed to 

by the Parties and for GSRS and SIP filings. 33 The Parties also specifically indicate in the SA 

2s Id. 
29 SA at 5. 
30 Id. 
31 Id. 
32 Id. 
33 Id. at 5-6. 
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that the agreement to use the indicated overall pre-tax rate of return was for settlement purposes 

only and that it shall have no precedential effect.34 

35. AD v ALOREM TAX SURCHARGE RIDER. The Parties agree that for purposes of 

filing Atmos Energy's AVTS Rider in December 2016 and in subsequent years until rebased by 

Atmos Energy's next general rate case, the Ad Valorem Tax expense embedded in base rates 

shall be $6,526,565.00, less the capitalized amount of $87,597.00 resulting in a net amount in 

base rates of $6,438,968.00.35 "For purposes of calculating the December 2016 rider, the Parties 

agree to prorate the base rate amount between (a) ad valorem tax expense embedded in base rates 

for the current docket, effective with the date the rate increase is implemented; and (b) for the 

period between January 1, 2016, and the date the rates are made effective in this docket, the Ad 

Valorem Tax expenses used will be the base rate amount in Atmos Energy's 2014 rate case, 

Docket No. 14-ATMG-320-RTS."36 

36. PENSION AND POST RETIREMENT BENEFIT TRACKERS. For purposes of 

calculating Atmos Energy's pension trackers going forward, the Parties agree that the base rates 

shall include the following expenses: 

34 Id. at 6. 
35 SA at 6. 
36 Id. 
37 Id. 

a. Atmos Energy's Pension Expense for Kansas Direct: $404,898; 

b. Atmos Energy's Pension Expense for Shared Services: $243,500; 

c. Atmos Energy's Post Retirement Expense for Kansas Direct: $274,748; 

d. Atmos Energy's Post Retirement Expense for Shared Services: $168, 700. 37 
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37. AMORTIZATION PERIODS. The Parties agree to use the following amortization 

periods: 

a. Actual rate case expense, plus remammg uncollected balance from 
previous rate cases, shall be amortized over three (3) years.38 

b. Pension and post retirement trackers shall be amortized over three (3) 
years.39 

With respect to rate case expense, Atmos Energy agrees it will not include any rate case expense 

from any prior general rate case filing, including this rate case, in its next general rate case 

1. . 40 app ication. 

38. ABBREVIATED RATE CASE FILING. The Parties agree that Atmos Energy be 

allowed to use the abbreviated rate case process pursuant to K.A.R. 82-1-231 (b )(3). 41 The 

abbreviated rate case filing would allow Atmos Energy to update its rates to include the non-

growth related capital costs closed after September 30, 2015, not included in a GSRS or SIP 

filing, and to recover the cost of the abbreviated rate case filing. 42 Atmos Energy shall use a test 

period ending September 30, 2016, for the abbreviated filing. 43 The Parties agree that Staff shall 

include known and measurable updates to said non-growth related capital costs through March 

31, 2017.44 Updated rates approved in the abbreviated rate case shall go into effect no later than 

September 1, 2017.45 For purposes of the abbreviated rate case filing, the Parties agree that: (1) 

the 11.04% pre-tax overall rate ofretum shall be used to set rates; and (2) the increase in revenue 

requirement shall be allocated among customer classes based upon the same percentages 

38 Id.at6-7. 
'9 0 Id. at 7. 
40 Id. at 7. 
41 SA at 7. 
42 Id. 
43 Id. 
44 Id. 
45 Id. 
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reflected in Appendix B to the SA.46 The Parties also request that the Commission expressly 

grant Atmos Energy prior approval to file this abbreviated rate case pursuant to K.A.R. 82-1-

231 (b )(3).47 

39. THREE-YEAR RATE MORATORIUM. Atmos Energy agrees to a three-year rate 

moratorium. Pursuant to the SA and subject to the Parties' agreement that Atmos Energy shall be 

allowed to change base rates using the abbreviated rate case filing, the Parties agree that Atmos 

Energy should not make any changes to base rates prior to March 1, 2019.48 Atmos Energy is 

allowed to file a general rate case application after July 1, 2018, however, the effective date of 

said change shall not be prior to March 1, 2019.49 The time limitation on filing a general rate 

case to change base rates does not preclude Atmos Energy from changing rates or tariffs to 

recover appropriate costs under the Commission approved Purchased Gas Adjustment ("PGA"), 

Annual Cost Adjustment ("ACA"), WNA, A VTS rider and GSRS tariffs and the SIP tariff 

included in the SA.50 Atmos Energy may make tariff filings to comply with new Commission 

rules and policies, including revenue neutral changes to rate design. Atmos Energy may propose 

methods resulting from any new Commission rule or policy. 51 

40. The SA contemplates an exception to the agreed rate moratorium. In the event of 

changes in law or regulations, or the occurrence of events outside the control of Atmos Energy 

that result in a material adverse impact to Atmos Energy, the Parties agree Atmos Energy may 

file an application with the Commission proposing methods to address the impact of such events, 

46 Id. 
47 SA at 7. 
48 Id. 
49 Id. 
50 Id. at 7-8. 
51 Id. at 8. 

13 



including the possibility of changes to base rates. 52 The Parties agree that any such application 

may be contested, including whether the impact of the change or events is material to Atmos 

Energy and whether Atmos Energy's proposed remedy is reasonable. 53 

41. SYSTEM INTEGRITY PROGRAM TARIFF. The Parties agree that Atmos Energy 

shall be allowed to implement a surcharge mechanism, referred to as the System Integrity 

Program ("SIP") tariff, to recover carrying charges on capital expenditures incurred in the 

accelerated replacement of obsolete pipe.54 

42. The Parties agree the SIP shall be implemented as a five-year pilot program 

beginning January 1, 2017, and ending with the filing of the final SIP surcharge on January 15, 

2022.55 

43. The Parties agree that Atmos Energy shall limit its claims for recovery of 

expenditures through the SIP over the five year plan to a total of $75 million. 56 The Parties 

recognize that Atmos Energy intends to submit a five-year plan that will likely have lower 

annual capital expenditures in the earlier years of the plan and larger annual capital expenditures 

in the later years, and agree that the Atmos Energy shall have reasonable flexibility to vary the 

amount of capital expenditures claimed for recovery in each year under the plan to the extent that 

the total amount recovered over the five years does not exceed $75 million.57 In tum, Atmos 

agrees to spread the total capital investment amount proportionately over each of the five years 

52 Id. at 8. 
53 SA at 8. 
54 Id. 
55 Id. 
56 Id. 
57 Id. at 8-9. 
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to the extent it is practicable. 58 All annual capital expenditure amounts shall be reviewed by 

Staff and CURB and approved by the Commission. 59 

44. As for the schedule relating to the SIP plan, Atmos Energy is required to file its 

detailed five-year program setting forth its five-year goals, objectives and expected capital 

expenditures as outlined in its testimony filed in this docket, as well as its first year plan under 

the program, no later than July 1, 2016.60 The filing shall be subject to review by Staff and 

CURB.61 The Parties agree to recommend a procedural schedule to the Commission calling for 

an order regarding the program and the first year of the plan, by November 1, 2016.62 

45. For a more detailed explanation on the year-by-year deadlines and filings for the 

remainder of the proposed SIP tariff, see the SA attached to this Order. 

46. The Parties agree that Atmos Energy shall be allowed to continue to make GSRS 

filings, which would be in addition to the SIP filings. 63 

47. The Parties agree that if during the five-year pilot program Atmos Energy files a 

general rate case application, the revenue being recovered under the SIP surcharge shall be 

included in base rates and the SIP surcharge reset to zero in the same way revenues recovered 

under the GSRS surcharge are treated in a general rate case filing. 64 

48. In recognition of the pending general investigation in the 15-343 Docket, the 

Parties agree that the SIP surcharge mechanism would be subject to any changes or additions that 

58 Id. at 9. 
59 SA at 9. 
60 Id. 
61 Id. 
61 Id. 
63 Id. at 11. 
64 Id. 
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may be required so the SIP complies with any Commission decision issued in the 15-343 

Docket.65 

49. Finally, the Parties agree that any request by Atmos Energy to seek extension of 

the SIP surcharge beyond the five-year pilot program period shall be filed by Atmos Energy at 

least one year prior to the expiration of the pilot program. 66 

50. CLASS COST OF SERVICE AND RATE DESIGN. The Parties agree that the rate 

increase would be allocated among the respective classes of customers according to the amounts 

indicated for each class as shown in Appendix B to the SA and that rates would be adjusted as 

shown in Appendix C to the SA. 67 

51. The Parties also request that the rates approved by the Commission in this general 

rate case go into effect on March 1, 2016. 68 

52. Atmos Energy agrees to eliminate the m1mmum usage threshold for any 

non-residential customer to be eligible to receive transportation services.69 Atmos Energy also 

agrees to amend its tariffs to allow transportation customers the option of paying for required 

electronic flow measurement ("EFM") equipment at either the time they elect to take 

transportation services from Atmos Energy, or to pay for the cost of the EFM equipment through 

a new incremental monthly charge of $30.00. 70 Atmos Energy further agrees not to charge 

customers for the cost of a new meter or upgrades to the existing meter, if such is required in 

65 SA at 11. 
66 Id. 
67 Id. 
68 Id. 
69 Id. at 12. 
10 Id. 
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order to install EFM equipment at the meter. 71 Finally, Atmos Energy agrees to track any 

migration of small commercial customers from sales to transportation service and identify any 

impact of such migration on its design day requirements in its annual Purchase Gas Adjustment 

filings. 72 

53. Atmos Energy also agrees to submit with its next general rate case filing a class 

cost of service study that breaks out or separates the cost associated with providing service to 

customers in the Commercial/Public Authority class and between sales and transportation 

customers. Specifically, the cost of service study will include the following classes: 

Sales Service: 
Residential 
Commercial Sales 
Public Authority Sales 
School Sales 
Industrial Sales 
Small Generator Service Sales 
Interruptible Sales 
Irrigation Sales 

Transportation Service: 
Commercial Transportation Firm 
Public Authority Transportation Firm 
School Transportation Firm 
Industrial Transportation Firm 
Small Generator Service Transportation 
Interruptible Transportation 
Irrigation Transportation73 

54. . MISCELLANEOUS PROVISIONS. The Parties propose several miscellaneous 

provisions that indicate that nothing in the SA is intended to impinge or restrict in any manner 

the exercise by the Commission of any statutory right, including the right of access to 

71 SA at 12. 
72 Id .. 
73 Id. 
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information, or any statutory obligation, including the obligation to ensure that Atmos Energy is 

providing efficient and sufficient service at just and reasonable rates. The SA also details a 

number of privileges regarding the filing of testimony to support positions, the waiver of cross 

examination of witnesses and standard language typically included in settlements.74 

B. RATES: STANDARD OF REVIEW 

55. Rates, fares, tools and charges imposed by a public utility upon its customers are 

required to be just and reasonable, not unjustly or unreasonably discriminatory and not unduly 

preferential. 75 

56. The Commission, in setting rates for a natural gas utility, must fix rates within a 

"zone of reasonableness" after balancing interests of the utility's investors, ratepayers and the 

public. 76 The Kansas Supreme Court mandates the Commission consider and balance the 

interests of the utility's investors vs. the ratepayers, the present ratepayers vs. the future 

ratepayers, and the public interest. 77 "[C]ases in this area clearly indicate that the goal should be 

a rate fixed within the 'zone of reasonableness' after the application of a balancing test in which 

the interests of all concerned parties are considered." 78 

57. In addition to Kansas' own statutes and case law on the subject, the U.S. Supreme 

Court has established certain principles for the Commission to follow when reviewing rate 

change applications. Bluefield Waterworks & Imp. Co. v. Pub. Serv. Comm 'n of W Va., 262 

U.S. 679 (1923), and Fed. Pmver Comm'n v. Hope Natural Gas Co., 320 U.S. 591 (1944), 

74 See Id. at 13-14. 
75Grindsted Products, Inc. v. Kansas Corp. Com 'n, 262 Kan. 294, 309 ( 1997); K.S.A. 66-10 Id. 
76Kansas Gas and Elec. Co. v. State Corp. Com 'n, 239 Kan. 483, 488 (1986). 
77 Id. 
781d. 
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provide what this Commission has referred to as the "capital attraction standard." 79 "The return 

[on investment] should be reasonably sufficient to assure confidence in the financial soundness 

of the utility and should be adequate, under efficient and economical management, to maintain 

and support its credit and enable it to raise the money necessary for the proper discharge of its 

public duties." 80 "That return, moreover, should be sufficient to assure confidence in the 

financial integrity of the enterprise, so as to maintain its credit and to attract capital. "81 The 

Court has also stated however, "[a] rate of return may be reasonable at one time and become too 

high or too low by changes affecting opportunities for investment, the money market and 

business conditions generally."82 

58. Also in Hope Natural Gas, the U.S. Supreme Court promulgated what this 

Commission refers to as the "comparable earnings standard." 83 "By that standard the return to 

the equity owner should be commensurate with returns on investments in other enterprises 

having corresponding risks," which would include not only service on a utility's debt but also 

dividends on the stock. 84 This, however, does not guarantee it will actually earn its authorized 

return. "[R]egulation does not insure that the business shall produce net revenues, nor does the 

Constitution require that the losses of the business in one year shall be restored from future 

earnings by the device of capitalizing the losses and adding them to the rate base on which a fair 

return and depreciation allowance is to be earned. "85 

79 Order Approving Nonunanimous Stipulation and Agreement with Modification at 3, Joint Application of Westar 
Energy, Inc. and Kansas Gas and Electric Co. for Approval to Make Certain Changes in Their Charges for Electric 
Service, Docket No. 12-WSEE-112-RTS (Apr. 18, 2012) [hereinafter 12-112 Docket]. 
80Bluefield Watenvorks & Imp. Co. v. Pub. Serv. Comm'n ofW. Va., 262 U.S. 679, 693 (1923) (emphasis added). 
81 Fed. Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591, 603 (1944). 
82Bluefield Watenvorks, 262 U.S. at 693. 
83 12-112 Docket, at 3. 
8~Hope Natural Gas, 320 U.S. at 603. 
85Fed. Power Comm'n v. Natural Gas Pipeline Co. v. Am., 315 U.S. 575, 590 (1942). 
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59. These standards taken together stand for the general idea that the return provided 

to a utility's investors (1) should be consistent with other businesses having similar risks and (2) 

the adequacy of the return for servicing debt and paying dividends be able to support a utility's 

credit quality, access to capital, and financial integrity. "The KCC is required to balance the 

public need for adequate, efficient, and reasonable service with the public utility's need for 

sufficient revenue to meet the cost of furnishing service and to earn a reasonable profit. "86 

60. The Commission may accept a settlement agreement provided an independent 

finding is made, supported by substantial evidence in the record as a whole, that the settlement 

will establish just and reasonable rates.87 The Commission may utilize a five-factor test to aid in 

the review of settlement agreements. The factors are as follows: 

1) whether there was an opportunity for the opposing party to be heard on their reasons 
for opposition to the stipulation and agreement; 

2) whether the stipulation and agreement is supported by substantial competent 
evidence; 

3) whether the stipulation and agreement conforms with applicable law; 

4) whether the stipulation and agreement results in just and reasonable rates; 

5) whether the results of the stipulation and agreement are in the public interest .... 88 

C. RATES: ANALYSIS 

61. While the Commission recogmzes that the SIP Tariff is a charge within the 

Commission's authority to evaluate and it is part and parcel to the settlement, the Commission 

86 Danis co Ingredients USA, Inc. v. Kansas City Power & Light Co., 267 Kan. 760, 773 (I 999). 
87Citi::ens' Util. Ratepayer Bd. v. State Corp. Comm 'n of State of Kansas, 28 Kan. App. 2d 313, 316 (2000). 
880rder Approving Contested Settlement Agreement at 5-6, Application of Atmos Energy for Adjustment of its 
Natural Gas Rates in the State of Kansas, Docket No. 08-ATMG-280-RTS (May 12, 2008). 
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defers that conversation to later in this Order. The following analysis addresses the rate requests 

other than the SIP tariff. 

The Opportunity to be Heard Upon Opposition and Substantial Competent Evidence. 

62. A full analysis of the five factors is not always necessary when a unanimous 

settlement is before the Commission. Under such circumstances, certain factors may be applied 

and satisfied in short order. In reaching a unanimous settlement, no party can be said to be in 

opposition. In lieu of making arguments upon the evidence in the record, the Parties are 

acknowledging that the record is sufficient to commit to compromise. 

63. Orders issued by the Commission are considered reasonable if they are based 

upon substantial competent evidence.89 Applying the same standard to the SA that is applied to 

orders issued by the Commission, the Commission finds that the SA is based upon substantial 

competent evidence. The Commission's standard has been to review settlement agreements in 

light of the record as a whole. This allows the Commission to determine where such an 

agreement and its terms lie in relation to the terms of the previously articulated positions of the 

parties. Upon examining the record as a whole, it is clear that there is sufficient evidence used to 

support the parties' initial positions, and therefore evidence to support how the parties were able 

to reach a negotiated settlement. The proceedings established the scope and breadth of the 

record in this case as discussed above.90 The Commission finds the record, and supplementary 

filings used to support the SA, establish the substantial competent evidence necessary to support 

settlement. Therefore, the Commission finds that the first two factors are satisfied. 

89 Cent. Kansas Power Co. v. State Corp. Comm 'n, 221 Kan. 505, 511 ( 1977). 
90 See supra Part I. 
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Does the S&A Conform to Applicable Law? 

64. It does not appear that any party has raised concern that the proposed SA may be 

unlawful. Regardless, the Commission is required to undertake its own independent review.91 

Determining whether the SA conforms with applicable law requires the Commission to assume 

that the SA would be approved and be subject to judicial scrutiny the same as any other order of 

the Commission. In other words, would the SA conform to applicable law and survive judicial 

review if the Commission had established the terms of the SA under its own judgment? Such an 

inquiry requires the Commission to examine the reasonableness and lawfulness of the order. 

65. An order of the Commission is lawful if it is within the statutory authority of the 

Commission, and if the prescribed statutory and procedural rules are followed in the making of 

the order. 92 The Commission has wide discretion regarding rates for public utilities. 93 

Specifically, K.S.A. 66-117 requires public utilities seek Commission approval prior to changing 

any rate for which it charges customers for the use of electricity. Because "the law favors the 

amicable settlement of disputes,"94 it follows that if parties come to such a resolution, their 

resolution could seek to adjust rates for a public utility. The adjustment of rates agreed to via 

compromise between parties is still subject to Commission approval. Therefore, it is well within 

the lawful authority and jurisdiction of the Commission to consider this SA as it adjusts rates for 

a public utility subject to the Commission's jurisdiction and oversight.95 

91 See Ci ti= ens' Util. Ratepayer Bd. v. State Corp. Comm 'n of State of Kansas, 28 Kan. App. 2d 313, 316 (2000). 
92 Cent. Kansas Power Co. v. State Corp. Comm 'n, 22 I Kan. 505, 5 I I (I 977). 
93 Id. 
94 Int 'l Motor Rebuilding Co. v. United Motor Exch., Inc., 193 Kan. 497, 499 (1964). 
95 See supra Part J.B. 
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66. Rates established by the Commission must be just and reasonable. 96 In 

developing five questions to review settlement agreements, the Commission dedicated one 

question to examine the ''just and reasonable" standard alone. As such, the Commission defers 

discussion of that item to a separate part of this order. 

67. The Parties and the Commission complied with all procedural rules within this 

docket. The Parties and the Commission complied with the procedural schedules, the issuance of 

orders and the disposition of preliminary matters in accordance with the Kansas Administrative 

Procedure Act, K.S.A. 77-501 et seq., which K.S.A. 66-117 requires the Commission to follow 

when reviewing a public utility's application to change rates. The Commission may therefore 

find that the prescribed statutory and procedural rules for reviewing the SA and issuing this order 

have been followed. As stated above, the SA is also based upon substantial competent evidence 

in light of the record as a whole.97 

68. The Commission therefore finds that the SA complies with applicable law. 

Does the Settlement Result in Just and Reasonable Rates? 

69. Natural gas utilities, such as Atmos Energy, are required to provide reasonably 

efficient and sufficient service at just and reasonable rates.98 In determining what constitutes a 

just and reasonable rate, the Commission has broad discretion.99 As promulgated by the U.S. 

Supreme Court and adopted by the Kansas Court of Appeals, just and reasonable rates must fall 

96 K.S.A. 66-101 b. 
97 See Cent. Kansas Power Co., 221 Kan. at 511. 
98K.S.A. 66-1,202. 
99Citi::ens' Util. Ratepayer Bd. v. State Corp. Comm'n of Kansas, 47 Kan.App.2d 1112, 1131 (2012). 
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within a "zone of reasonableness." 100 As Mr. Justin T. Grady testified, the initial filed positions 

from all of the signatories to the Settlement represent the "zone of reasonableness" for the 

Commission to consider. 101 

70. Atmos Energy witness Mr. Gary L. Smith testified in support of the Settlement. 

Mr. Smith testified that the agreed-upon revenue increase falls within the range of increases 

proposed by the Parties in this case. 102 Mr. Smith testified the schedules filed by Atmos Energy 

indicated a gross revenue deficiency of $6.6 million. 103 Staff recommended an increase of $1.49 

million. CURB recommended a revenue decrease of $716.730. 104 Mr. Smith testified that the 

revenue increase clearly fell within a zone of reasonableness when considering that the stipulated 

increase is well within the position of the Parties. 105 When combined with the evidence 

presented by the Parties' experts, Mr. Smith testified the stipulated revenue requirement 1s 

supported by substantial competent evidence and results in just and reasonable rates. 106 

71. Mr. Grady testified that he believed the rates established in the SA would result in 

rates that fall within the "zone of reasonableness." 107 Mr. Grady testified that the agreed-to 

revenue requirement increase struck the appropriate balance between Atmos Energy's desire to 

have assurance that it could earn sufficient revenue and cash flow to meet its financial 

obligations, and the desire of the ratepayer to keep rates low while maintaining reliable natural 

10°Kansas Gas and Elec. Co., 239 Kan. at 488. 
wi Testimony in Support of Unanimous Settlement Agreement Prepared by Justin T. Grady at13 (Jan. 21, 2016) 
[hereinafter Grady SA Test]. 
102 Testimony in Support of Unanimous Settlement Agreement of Gary L. Smith at 17, (Jan. 21, 2016) [hereinafter 
Smith SA Test.]. 
103 Id. 
IO~ Id. 
los Id. 
106 Id. 
107 Grady SA Test. at 13. 
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gas service. 108 Mr. Grady further theorized that if any particular party to settlement negotiations 

took issue with an unfavorable term related to their respective interest, they would not have 

joined or consented to the SA. 109 Therefore, because parties with widely different interests were 

represented and later joined together to become signatories to the SA, Mr. Grady concluded that 

the proposed terms of the SA, specifically the revenue increase, could be viewed as reasonable 

from the viewpoint of the signatories. 110 As Mr. Grady postulates, if the terms were not just or 

reasonable, then a unanimous settlement could not have been reached. 111 

72. Ms. Andrea C. Crane testified in support of the SA on behalf of CURB. Like Mr. 

Smith and Mr. Grady, Ms. Crane testified that approval of the SA would result in just and 

reasonable rates. 112 Ms. Crane spoke specifically to the terms of the SA, and how Atmos 

Energy's net revenue increase in the SA is only approximately 33.5% of what Atmos Energy had 

initially proposed in its Application. 113 

73. The requirement that just and reasonable rates fall within a zone of reasonableness 

is used to determine whether a particular rate is contained within an "elusive range of 

reasonableness in calculating a fair rate of return." 114 The Commission acts within the discretion 

granted to it when it searches for and finds an in-between point "where the rate is most fair to the 

utility and the customers." 115 The Commission has reviewed the filed positions of the parties. 

No evidence has been presented to the Commission suggesting that approval of the rates as 

10s Id. 
109 Id. at 14, lines 10-19. 
110 Id. 
Ill Id. 
112 Testimony of Andrea C. Crane in Support of Stipulation at 11-12 (Jan. 21, 2016) [hereinafter Crane SA Test.]. 
113 Id. 
114Kansas Gas and Elec. Co., 239 Kan. at 490. 
1151d. 
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described in the Settlement would in any way be unjust or unreasonable, or make service 

unaffordable to customers. Therefore, the terms of the SA will result in rates that are not unduly 

burdensome, unduly preferential, or unreasonably discriminatory. The Commission has also 

reviewed the terms of the SA and its impact on the relationship between the utility's investors, 

the present ratepayer's and future ratepayers, and the public interest. The Commission has set 

aside as a separate question whether the SA is in the public interest and will defer discussion on 

that item until the next section of this order. 

74. The Commission finds the terms contained within the SA fall within a zone of 

reasonableness and appropriately balance the interests of Atmos Energy's investors and 

ratepayers, and with present ratepayers vs. future ratepayers. The evidence submitted in this 

proceeding has compelled the Commission to find that the SA will allow the utility to continue to 

meet its financial obligations while earning a return on investment that is commiserate with 

businesses of similar risks. The Commission further finds that ratepayers will benefit from the 

SA as they will continue to have access to affordable natural gas with the confidence that Atmos 

Energy will continue to be able to provide such service. Terms contained within the SA are 

designed to maintain or improve service quality while maintaining low costs. 

75. The Commission has taken into consideration the competing interests as described 

by the Court when the Commission exercises its power in the setting of rates. The Commission 

finds that the agreed-upon net revenue increase and terms of the SA fall within the zone of 

reasonableness to which the Commission must adhere. The SA represents a series of 

compromises set and agreed to by the Joint Movants. The rates established by the SA will allow 

Atmos Energy to continue to meet its financial obligations, as well as its statutory obligation to 
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provide efficient and sufficient service at just and reasonable rates. Therefore, the Commission 

finds the SA with regard to the rates and rate structures will result in just and reasonable rates for 

Atmos Energy's customers. 

Are the Results of the S&A in the Public Interest? 

76. Mr. Smith testified that the SA is in the public interest because the total effect of 

the terms of the SA will result in just and reasonable rates and represents an equitable balancing 

of the interest of all of the Parties. 116 Mr. Smith concluded the approval of the SA and the rates 

identified in Appendix C to the SA would be in the public interest. 117 

77. Mr. Grady testified that the public interest is served "when ratepayers are 

protected from unnecessarily high prices, discriminatory prices and/or unreliable service." 118 

According to Mr. Grady, because varied interests were able to collaborate and present a 

unanimous resolution of the issues in this case, the public interest standard has been met. 119 Mr. 

Grady gave an example of how the rates are in the public interest by highlighting the fact that 

Atmos Energy's requested revenue is reduced to a level that Atmos Energy still finds reasonable 

while at the same time decreasing the proposed cost customers would bear. 120 Mr. Grady 

additionally stated that the public will not have to potentially absorb the cost of a fully-litigated 

hearing, and the utility will continue to meet its financial obligations while providing sufficient 

and efficient service. 121 

116 Smith SA Test at 18. 
117 Id. 
118 Grady SA Test. at 16. 
119 Id. 
120 Id. 
121 Id. 
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78. Ms. Crane also testified that approval of the SA is in the public interest. 122 Ms. 

Crane described how the SA was a significant reduction from Atmos Energy's initial request, and 

how the customer charge would be set much lower than Atmos Energy's initial request and 

remain at that level until Atmos Energy's next general rate case. 123 Ms. Crane further expanded 

on the importance of rate stability, how the SA withdraws certain proposals CURB took 

particular opposition to and how the SA authorizes a return on investment that is significantly 

lower than what Atmos Energy had requested. 124 Ms. Crane concluded her remarks by stating 

"while the Settlement represents a compromise of the positions put forth by the Parties in this 

case, on balance I believe the Settlement is in the public interest." 125 

79. To support a finding that the SA is in the public interest the Commission must 

examine the information as filed in this docket and conclude that the interests of the ratepayers 

and Kansans will continue to be promoted if the SA were to be approved. Atmos Energy, Staff 

and CURB have all testified regarding dozens of provisions contained within the SA and detailed 

how those terms are in the public's interest. The Commission's focus for this inquiry turns on the 

result or total effect of the SA. The manner in which the terms of the SA were constmcted 

evidences the SA is in the public interest. Multiple parties from a diverse set of interests 

encompassing large ranges of customers have concluded that the terms of the SA will allow them 

to continue to take service from Atmos Energy in a manner acceptable to them. The SA allows 

Atmos Energy to recover costs from pmdently incurred expenses. Based upon the wide ranging 

support and lack of opposition to the SA, as well as how the SA will affect ratepayers if 

111 Crane SA Test. at 13. 
123 Id. 
in Id. at 13-14. 
125 Id. at 14. 
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approved, the Commission IS confident m finding that approval of the SA IS in the public 

interest. 

D. ABBREVIATED RA TE CASE 

80. The Parties request Atmos Energy be granted pre-approval to file an abbreviated 

rate case. 126 Pursuant to K.A.R. 82-1-231 (b )(3), a utility proposing to change rates within 12 

months after a Commission order is issued in a general rate proceeding may do so without 

submitting duplicative information provided certain conditions are met. 127 

81. First, the utility must be willing to adopt all regulatory procedures, principles, and 

rate of return established by the Commission in the order setting rates from the general rate 

case. 128 Second, the utility must receive prior approval from the Commission before filing such 

an abbreviated rate case. 129 

82. Consistent with the terms contained within the SA, the Commission grants Atmos 

Energy's request to file an abbreviated rate case no later than one year from the effective date of 

this order. 

83. The Commission hereby limits matters to be addressed during Atmos Energy's 

abbreviated rate case to items specifically listed and identified in the SA as being subject to the 

abbreviated rate proceeding. 130 

126 SA at 7. 
117 K.A.R. 82-1-231 (b )(3 ). 
128 See K.A.R. 82-I-23 l(b)(3)(A). 
129 K.A.R. 82-1-231 (b )(3)(B). 
130 SA at 7. 
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E. THREE-YEAR RA TE MORATORIUM 

84. The Commission approves the three-year rate moratorium for the following 

reasons: the Parties are in agreement that the moratorium is appropriate; the provision is not 

subject to severability without undoing the entirety of the SA; the Commission finds the requests 

with regard to base rates just, reasonable and in the public interest; and, the Commission 

approves of the abbreviated rate case. 

85. However, in the event of changes in law or regulations, or the occurrence of 

events outside the control of Atmos Energy that result in a material adverse impact to Atmos 

Energy, Atmos Energy may file an application with the Commission proposing methods to 

address the impact of such events, including the possibility of changes to base rates. Interested 

parties shall have the right to contest the application, including whether the impact of the change 

or events are material to Atmos Energy and whether Atmos Energy's proposed remedy in the 

application is reasonable. 131 The Commission retains the authority to ultimately determine the 

validity of such requests and whether the events that prompt them do materially impact Atmos 

Energy adversely. 

F. SYSTEM INTEGRITY PROGRAM TARIFF. 

86. In Atmos Energy's last general rate case, the Commission denied Atmos Energy's 

request to implement a "system integrity regulatory asset (RA) to record all costs, including 

depreciation and taxes, incurred with respect to 'system integrity projects."' 132 Although 

131 See SA at 8. 
132 Order Approving Partial Stipulated Settlement Agreement: Order on Contested Issues at 15-17, Application of 
Atmos Energy for Adjustment of its Natural Gas Rates in the State of Kansas, Docket No. 14-ATMG-320-RTS (Sep. 
4, 2014). 
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denying the program at that time, the Commission left the door open to future discussion on how 

best to implement such programs. 

The Commission would, however, entertain the possibility of roundtable 
discussions with industry to discuss proposing to the legislature either an 
adjustment to the GSRS Act or an additional system integrity RA as well as any 
specific projects, goals, and concerns that it would address. Additionally, the 
Commission finds its decision on the RA in this case does not prevent its 
consideration of other infrastructure improvement mechanisms which Atmos or 
other utilities may propose in the future. 133 

87. On March 12, 2015, the Commission opened the 15-343 Docket, a general 

investigation docket "to receive comments on proposed parameters of an accelerated natural gas 

pipeline replacement program." 134 

88. The Parties in the current matter agree that the "SIP surcharge mechanism being 

submitted by the Parties as part of this Settlement shall be subject to any changes or additions 

that may be required so the SIP complies with any Commission decision issued in the [15-343] 

Docket." 135 The SA further stipulates that if the SIP is deferred to the 15-343 Docket, the 

remainder of the SA will remain unaffected and binding upon the Parties. 

89. The Commission finds that the 15-343 Docket provides for the opportunity to 

fully discuss and analyze the legalities and intricacies and that the 15-343 Docket achieves that 

by involving multiple affected natural gas utilities and other interested parties. The Commission 

believes that the intent of the 15-343 Docket and the results thereof were intended as precursors 

to approval of any one individual program. The Commission therefore believes that approval of 

the SIP in this matter is premature. The Commission's opinion on the SIP in this docket does not 

133 Id. at 17. 
134 Order Opening General Investigation at 1, General Investigation Regarding the Acceleration of Replacement of 
Natural Gas Pipelines Constructed of Obsolete Materials Considered to be a Safety Risk, Docket No. 15-GIMG-
343-GIG (Mar. 12, 2015) [hereinafter 15-343 Docket]. 
135 S&A at 11. 
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mean similar programs will not be considered in future rate cases, albeit presumably not before 

conclusion of the 15-343 Docket. The Commission's opinion to not adopt the SIP in this docket 

is not an adjudication as to any issue pending currently in the 15-343 Docket. 

90. For the reasons stated above and in order to fully resolve this Docket, the 

Commission denies Atmos Energy's request to implement its SIP Tariff at this time. 

III. FINDINGS AND CONCLUSION. 

91. The Commission has examined the statutory and legal standards the Commission 

must consider when reviewing a request for rate changes, and has examined the voluminous 

record as a whole developed in this proceeding. Upon reviewing the terms contained within the 

SA, the Commission accepts the terms detailed within the SA, with the exception of the SIP 

Tariff. 

92. The Commission finds that approval of the SA will result in just and reasonable 

rates that would enable Atmos Energy to continue to provide sufficient and efficient service. 

The Commission finds that the rates established by the SA conform and fall within the zone of 

reasonableness that properly balances the interests of the Parties to this proceeding, the 

ratepayers, and the public. 

93. Upon reviewing the SA, its terms individually, the Parties' filed positions in this 

proceeding, testimony and evidence in support of the SA, the Commission finds that the Joint 

Motion to Approve the Unanimous Settlement Agreement should be granted in part and denied 

in part consistent with the provisions of this Order. 
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THEREFORE, THE COMMISSION ORDERS: 

A. The Joint Motion to Approve the Unanimous Settlement Agreement is hereby 

granted in part and denied in part. 

B. The rates, schedules and prov1s1ons pertaining to the revenue requirement, 

depreciation rates, foregoing the ARM, the WNA Tariff, pre-tax rate of return, the A VTS rider, 

pension and post-retirement benefit trackers, amortization periods and rate design as outlined by 

the Unanimous Settlement Agreement filed on January 20, 2016, are hereby approved. Atmos 

Energy's net overall annual revenue increase shall be set at $2,218,903.00. 

C. Atmos Energy is granted approval to file an abbreviated rate case pursuant to 

K.A.R. 82-1-231. 

D. Atmos Energy shall not file a general rate case before July 1, 2018. 

E. The approval and implementation of the System Integrity Program Tariff put forth 

as to form and substance in the Unanimous Settlement Agreement is denied. 

F. The request to make effective March 1, 2016 the changes in rates, tolls and 

charges as herein discussed is denied by operation of the timeliness of this order. The rates, tolls 

and charges shall b_ecome effective in accordance with K.S.A. 66-117. 

G. The parties have 15 days from the date of electronic service of this Order to 

petition for reconsideration. 136 

H. The Commission retains jurisdiction over the subject matter and the parties for the 

purpose of entering such further orders as it deems necessary. 

136 K.S.A. 66-118b; K.S.A. 77-529(a)(l). 
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BY THE COMMISSION IT IS SO ORDERED. 

Emler, Chairman; Albrecht, Commissioner (dissenting in part); Apple, Commissioner. 

t1AR 1 7 2116 

DLK/sc 

Albrecht, Commissioner; Dissenting in part. 

EMAJILED 

MAR 1 7 2016 

On January 20, 2016, the Parties jointly submitted a motion to approve a Unanimous 

Settlement Agreement (SA), resolving all disputed issues, including the System Integrity 

Program (SIP) tariff for replacing obsolete gas pipeline infrastructure. I respectfully dissent from 

the portion of the Commission's decision specifically denying the SIP tariff. 

The SIP tariff included in this docket is not the first infrastructure replacement 

mechanism Atmos Energy Corporation (Atmos Energy) has requested. On September 4, 2014, 

the Commission denied Atmos Energy's previous request, explaining the mechanism was "too 

broad, poorly defined, and ambiguous" and "unnecessary in light of the current [Gas Safety and 

Reliability Surcharge] GSRS Act [K.S.A. 2015 Supp. 66-2201 et seq.] as enacted by the 

legislature." 137 The Commission said it would "entertain the possibility of roundtable 

discussions with industry to discuss proposing to the legislature either an adjustment to the 

137 Order Approving Partial Stipulated Settlement Agreement: Order on Contested Issues at 16, Application of Atmos 
Energy for Adjustment of its Natural Gas Rates in the State of Kansas, Docket No. 14-ATMG-320-RTS (Sep. 4, 
2014) [hereinafter 14-320 Docket]. 
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GSRS Act or an additional system integrity [Regulatory Asset] as well as any specific projects, 

1 d ,,J38 goa s, an concerns .... 

Additionally, and more importantly for purposes here, the Commission expressly found 

that its decision would "not prevent its consideration of other infrastructure improvement · 

mechanisms which Atmos [Energy] or other utilities may propose in the future." 139 I believe this 

prior order correctly reflects the Commission's intent, at the time, to encourage Atmos Energy or 

other gas utilities to develop a defined infrastructure replacement mechanism tailored to address 

the important public safety concern of their own aging natural gas delivery system. 

On March 12, 2015, the Commission opened the General Investigation Regarding the 

Acceleration of Replacement of Natural Gas Pipelines Constructed of Obsolete Materials 

Considered to be a Safety Risk, Docket No. 15-GIMG-343-GIG (Mar. 12, 2015) [hereinafter 15-

343 Docket). As noted and adopted in the Order Opening General Investigation, Staff reported 

that after meetings with Kansas natural gas utilities and Commission work studies, they had 

developed a framework with eleven parameters for a pipeline replacement program that could be 

uniformly applied to Kansas natural gas utilities. 140 

When it filed its Application here, on August 13, 2015, Atmos Energy included a SIP 

proposal that addressed Staffs eleven parameters on which the Commission is seeking comment 

in the 15-343 Docket. 141 At the hearing on the SA, the parties presented evidence demonstrating 

they had considered and addressed the Commission's concerns expressed in the 14-320 Docket. 

The SA proposes a SIP that anticipates a 35-year replacement time frame; establishes a five-year 

138 Id. at I 7. 
139 Id. 
1
"'

0 Order Opening General Investigation at 2-3, I 5-343 Docket (Mar. 12, 20 I 5). 
141 Direct Testimony of Gary L. Smith at 20-23 (Aug. I 3, 2015). 
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pilot program beginning January 1, 2017; sets a $75 million total cap on cost recovery during the 

five-year period (approximately $15 million per year); and requires Atmos Energy to establish 

and receive Commission approval for an upfront list of projects, to establish a project 

prioritization metric, to file annual project plan updates, and to submit semi-annual reports. 

The Parties' SIP tariff in the SA is appropriately limited in scope and duration, is well-

defined, and provides multiple checks and balances on the SIP's implementation. The SIP tariff 

provides an opportunity for Atmos Energy, the Citizens' Utility Ratepayer Board (CURB), and 

Staff to collaborate on a long-term infrastructure replacement plan to ensure public safety and 

system reliability. The SIP provides revenue certainty for Atmos Energy and rate certainty for 

Atmos Energy's customers at a time when natural gas prices are low, taking a phased-in 

approach that is open and transparent. 

The Parties were also mindful and respectful of the ongoing 15-343 Docket. The Parties 

expressly conditioned the SIP tariff on the outcome of the 15-343 Docket. Thus, the 

Commission's approval of the SIP would not prejudge, limit, or otherwise circumscribe any 

evidence, analysis, or decision in the 15-343 Docket. The Parties' SA states the SIP provisions 

may be modified and the terms of the SA effectively state Atmos Energy is willing to be treated 

the same as other natural gas utilities on the issue of the accelerated replacement of obsolete 

pipeline materials. As a result, this SIP is not premature but accommodating of the Commission 

and its work presently done and to be completed in the 15-343 Docket. 

Without the agreed SIP provision, Atmos Energy projects it will take 187 years to replace 

the obsolete materials in its system. 142 These obsolete materials comprise 42% of Atmos 

142 Direct Testimony of Christian L. Paige at 2, 7-9, 11-17 (Aug. 13, 2015). 
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Energy's total Kansas system. 143 The evidence shows the proposed SIP to be a reasonable and 

prudent approach to replacing aging natural gas pipeline infrastructure. 144 As stated by Staff 

witness Leo Haynos, "[r]eplacement of obsolete, failure-prone pipe minimizes the probability of 

pipe failure and thereby proactively reduces the risk associated with operating the pipeline."145 

Furthermore, "[the] SIP provides a systematic approach toward evaluating the safety risks of the 

distribution system and prioritizing the replacement activity to address perceived safety 

threats."146 

Because Kansas law favors settlement, 147 the Commission should have more reasons than 

expressed here for rejecting a unanimous settlement agreement, especially one with a procedural 

history spanning three dockets and resulting from nearly two years of collaboration. Throughout 

this proceeding, all Parties have been fully represented by legal counsel, who signed the 

unanimous settlement agreement. 

As the Parties' presentations and evidence have demonstrated in this case, replacing 

obsolete natural gas pipeline infrastructure will be a lengthy process, better phased in gradually 

to avoid rate shock to ratepayers. I believe the Commission should abide by its intent expressed 

in the 14-320 Docket of encouraging all parties to work expeditiously and cooperatively to 

address these issues. I therefore respectfully dissent from the Commission's decision to deny 

Atmos Energy's SIP tariff. 

143 Direct Testimony Prepared by Leo M. Haynos at 6, 12 (Dec. 21, 2015). 
IH Id. at 6-13. 
145 Id. at 5. 
146 Id. at 6. 
147 Int'! Motor Rebuilding Co. v. United Motor Exch., Inc., 193 Kan. 497, 499 ( 1964); see K.S.A. 2015 Supp. 77-
505. 
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BEFORE THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

ATIACHMENT 1 

In the Matter of the Application of Atmos 
Energy Corporation for Adjustment of its 
Natural Gas Rates in the State of Kansas 

) 
) 
) 

Docket No. 16-ATMG-079-RTS 

UNANIMOUS SETTLEMENT AGREEMENT 

As a result of discussions between the Staff of the State Corporation Commission of the 

State of Kansas (11Staff"), Atmos Energy Corporation ("Atmos Energy"), the Citizens' Utility 

Ratepayer Board ('1CURB 11
), and Continuum Retail Energy Service, L.L.C. ("Continuum") (referred 

to collectively as the "Parties"), the Parties hereby submit to the 'State Corporation Commission of 

the State of Kansas (11Commission") for its consideration and approval, the following unanimous 

settlement agreement ("Settlement") pursuant to K.A.R. 82-1-230a. 

I. ATMOS ENERGY'S APPLICATION 

1. On.August 13, 2015, Atmos Energy filed an Application with the Commission to 

make certain changes in its rates and charges for natural gas service, to seek approval of a formula 

rate mechanism referred to as an Annual Rate Mechanism ("ARM"), or in the alternative, for 

approval to file an abbreviated docket to update rates to reflect new infrastructure investment, and 

approval of a System Integrity Program ("SIP") tariff to accelerate progress in replacing obsolete 

materials in its distribution system. Atmos Energy proposed that the rate changes and revised Staff 

schedules become effective thirty (30) days from the date of filing, as permitted by law, or at such 

other date as the Commission may by order prescribe. 1 Pursuant to the September 10, 2015, Order 

of the Commission, the effective date of this Application filed herein was suspended for up to 240 

1Atmos Energy Application filed August 13, 2016, page 5, paragraph 11. 



days, or until April 11, 2016.2 

2. The schedules filed with Atmos Energy's Application indicated a gross revenue 

deficiency of $6.6 million based upon normalized operating results for the 12 months ending March 

31, 2015, adjusted for known and measurable changes in revenues, operating and maintenance 

expenses, costs of capital and taxes, and other adjustments. Atmos Energy's request for an overall 

revenue increase of $6.6 million is the result of increasing base rates by SS. 7 million, proposing a 

rate case expense s.urcharge of $0.950 million, and re basing amounts currently collected through the 

Gas System Reliability Surcharge ("GSRS") of$0.388 million as well as rebasing $0.078 million of 

Ad Valorem Tax Surcharge ("AVTS"). 

3. In support of its Application, Atmos Energy submitted the testimony of thirteen 

witnesses and the schedules required by K.A.R. 82-1-231. 

II. STAFF AND OTHER PARTIES' PREFILED POSITIONS 

4. On :December 21, 2015, Staff filed its direct testimony in the above docket, 

recommending a rate increase of $1.49 million for Atmos Energy. Staff recommended additional 

adjustments to Atmos Energy's proposed depreciation rates for shared services and raised several 

policy questions related to the calculation of depreciation rates. In addition, Staff made 

recommendations regarding return on equity, adjustments to the income statements and rate base, 

Atmos Energy's requested ARM, SIP, and rate case expense rider. Staff supported an abbreviated 

rate filing conditioned upon the utility agreeing to a three year rate moratorium. 

2Commission Urder dated September 10, 2015, page 10, paragraph 23. 
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5. Also on December 21, 2015, CURB filed testimony in which it recommended a 

revenue decrease Of $716,730 as compared to Atmos Energy's claimed deficiency of $5.7 million, 

opposed Atmos Energy's requested ARM, and rate case expense rider and suggested any decision 

regarding the SIP should be deferred to Docket No. 15-GIMG-343-GIG ("343 Docket"). 

6. On December 21, 2015, Continuum filed testimony making recommendations as to 

(1) allocating revenues to the transportation class; (2) equalizing transportation class rates to their 

companion sales class rates; (3) eliminating the minimum annual usage requirement or threshold for 

a customer to qualify to receive transportation service; and ( 4) setting a threshold for when 

electronic flow measurement ("EFM") equipment is required. 

7. On January 5, 2016, CURB and Continuum filed cross-answering testimony on 

various cost allo9ation and rate design matters. Additionally, CURB filed cross-answering 

testimony to Staff~ testimony regarding Atmos Energy's proposed SIP tariff. 

8. Atnios Energy filed rebuttal testimony on January 11, 2016. 

9. Subsequently, on January 14, 2016, Staff, Atmos Energy, CURB and Continuum 

met to discuss the possible settlement of the issues in this matter, and were able to reach a 

unanimous settlement on all issues on January 15, 2016. 

III. TERMS OF THE SETTLEMENT 

The Parties have agreed upon the following terms that settle all issued raised in this case. 

This settlement is a unanimous settlement as that term is defined in K.A.R. 82-l-230a(2). 

A. STIPULATED REVENUE REQUIREMENT 

10. The· Parties agree that Atmos Energy's overall annual revenue increase will be two 

million two hundred eighteen thousand nine hundred three dollars ($2,218,903), which is inclusive 

of rate case expense. The Parties agree that Atmos Energy shall roll into base rates the existing 
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balance in the GSRS ($0.388 million) and A VTS riders ($0.078 million) and those amounts are 

included in the $2._22 million annual revenue increase agreed to by the Parties. 

B. MISCELLANEOUS ISSUES 

(1) ; DEPRECIATION RATES 

11. The Parties agree the revenue requirement specified in paragraph I 0 above includes 

a decrease in Atmqs Energy's Shared Service depreciation expense consistent with the depreciation 

rates proposed by Staff witness Roxie McCullar and set forth in Appendix A to this Settlement. 

The Parties also agree that the revenue requirement specified in paragraph I 0 above includes the 

Colorado/Kansas division depreciation rates proposed by Atmos witness Dane Watson. Atmos 

Energy agrees it will adopt the depreciation rates in Appendix A. By agreeing to Staffs 

' 
depreciation proposal for Shared Service assets and Atmos Energy's depreciation rates for 

Colorado/Kansas division assets no Party is agreeing to any policy recommendations made by Ms. 

McCullar or Nf.r. Watson. The Parties agree the policy recommendations made by Ms. McCullar 

and Mr. Watson regarding ALG v. ELG may be addressed in future general rate case filings. 

(2) . ANNUAL RATE MECHANISM 

12. The.Parties agree that Atmos Energy will not implement its proposed ARM tariff. 

(3) WNAFACTOR 

13. The Parties agree that Atmos Energy shall be allowed to use its currently approved 

WNA factors and that its WNA tariff shall remain in effect. 

( 4) PRE-TAX RA TE OF RETURN 

14. While the Parties acknowledge that no stated return on equity is included in the 

Settlement, Atmos Energy is authorized to use 11.04% until its next general rate proceeding as its 

overall pre-tax rate' of return for regulatory accounting purposes as well as for the abbreviated rate 
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case discussed herein, for GSRS and SIP filings. The Parties agree to the use of the indicated 

overall pre-tax rate of return for settlement purposes only and do not view such as precedential. 

C. ACCOUNTING MA TIERS 

(1) AD VALOREM TAX SURCHARGE RIDER 

15. For purposes of filing Atmos Energy's AVTS Rider in December 2016 and 

subsequent years until rebased by Atmos Energy's next general base rate case, the Parties agree that 

the Ad Valorem Tax expense embedded in base rates shall be $6,526,565, less capitalized amounts 

of ($87,597) for a net amount in base rates of $6,438,968. For purposes of calculating the 

December 2016 rider, the Parties agree to prorate the base rate amount between (a) ad valorem tax 

expense embedded in base rates for the current docket, effective with the date the rate increase is 

implemented; an((b) for the period between January 1, 2016, and the date the rates are made 

effective in this dOcket, the Ad Valorem Tax expenses used will be the base rate amount in Atmos 

Energy's 2014 rate case, Docket No. 14-ATMG-320-RTS. 

(2) PENSION AND POST RETIREMENT BENEFIT TRACKERS 

16. For purposes of calculating Atmos Energy's pension tracker going forward, the 

Parties agree that the base rates agreed to in this Settlement include the following expenses: 

a. Atmos Energy's Pension Expense for Kansas Direct: $404,898; 

b. Atmos Energy's Pension Expense for Shared Services: $243,500; 

c. Atmos Energy's Post Retirement Expense for Kansas Direct: $274,748; 

d. Atmos Energy's Post Retirement Expense for Shared Services: $168,700. 

(3) : AMORTIZATION PERIODS 

17. Amortization periods are as follows: 

a. Actual rate case expense, plus remaining uncollected balance from previous 
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rate cases, shall be amortized over three years. Atmos Energy shall not include any rate 

case expense from any prior general rate case filing, including this rate case, in its next 

general rate case application. 

b. Pension and post retirement trackers shall be amortized over three years. 

D. ABBREVIATED RA TE CASE FILING 

18. The Parties agree that Atmos Energy may use the abbreviated rate setting process 

contained in KA.R 82-l-231(b)(3) to (1) update rates to include non-growth related capital costs 

closed after September 30, 2015, not included in a GSRS or SIP filing, and (2) recover cost of the 

abbreviated rate case filing. Atmos Energy shall use a test period ending September 30, 2016. 

The Parties agree that Staff shall include known and measurable updates to said non-growth related 

capital costs through March 31, 2017. Updated rates approved in the abbreviated rate case shall go 

into effect no later than September 1, 2017. For purposes of the abbreviated rate case filing: (1) the 

11.04% pre-tax overall rate of return shall be used to set rates; and (2) the increase in revenue 

requirement shall be allocated among customer classes based upon the same percentages reflected in 

Appendix B to this Settlement. The Parties request the Commission to expressly grant Atmos 

Energy prior approval to file this abbreviated rate case pursuant to K.A.R. 82-1-231 (b )(3). 

E. THREE YEAR RA TE MORATORIUM 

19. Subject to the Parties' agreement that Atmos Energy shall be allo\ved to change base 

rates using the abbreviated rate case filing as set forth herein, the Parties agree that Atmos Energy 

shall not make any other change its base rates prior to March 1, 2019. Atmos Energy may file a 

general rate case application after July 1, 2018, but the effective date of said change shall not be 

prior to March 1, 2019. 

20. The time limitation on filing a general rate case to change base rates does not 
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preclude Atmos Energy from changing rates or tariffs to recover appropriate costs under its 

Commission approved Purchased Gas Adjustment ("PGA"), Annual Cost Adjustment ("ACA"), 

WNA, A VTS rider and GSRS tariffs and the SIP tariff included in this Settlement. 

21. Atmos Energy may make tariff filings to comply with new Commission rules and 

policies, including _revenue neutral changes to rate design and Atmos Energy may propose methods 

resulting from the new Commission rules and policies. 

22. Notwithstanding the above provisions relating to the rate moratorium, in the event of 

changes in law or regulations, or the occurrence of events outside the control of Atmos Energy that 

result in a material adverse impact to Atmos Energy, Atmos Energy may file an application with the 

Commission proposing methods to address the impact of such events, including the possibility of 

changes to base rates. The Parties shall have the right to contest the application, including whether 

the impact of the change or events is material to Atmos Energy and whether Atmos Energy's 

proposed remedy in the application is reasonable . 
. · 

F. SYSTEM INTEGRITY PROGRAM TARIFF 

23. The: Parties agree that Atmos Energy shall be allowed to implement a surcharge 

mechanism, referr~d to as a SIP, to recover capital expenditures incurred in the accelerated 

replacement of obsolete pipe. 

24. The SIP shall be implemented as a five-year pilot program beginning January 1, 

2017, and ending with the filing of the final SIP surcharge on January 15, 2022. 

25. The Parties agree Atmos Energy shall limit its claims for recovery of expenditures 

through the SIP over the five year plan to a total of $75 million. The Parties recognize that Atmos 

Energy intends to submit a five-year plan that will likely have lower annual capital expenditures in 

the earlier years of the plan and larger annual capital expenditures in the latter years, and agree that 
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; 

the Company shall have reasonable flexibility to vary the amount of capital expenditures claimed 

for recovery in each year under the plan to the extent that the total amount recovered over the five 

years does not exceed $75 million. In tum, Atmos agrees to spread the total capital investment 

amount proportionately over each of the five years to the extent it is practicable. All annual capital 

expenditure amounts shall be reviewed by Staff and CURB and approved by the Commission. 

26. Atmos Energy shall file its detailed five-year program setting forth its five-year 

goals, objectives and expected capital expenditures as outlined in the testimony filed in this case, as 

well as its first year plan under the program no later than July 1, 2016. The filing shall be subject to 

review by Staff and CURB. The Parties agree to recommend a procedural schedule to the 

Commission calling for an order regarding the program and the first year of the plan, by November 

1, 2016. 

27. By ·no later than July 15, 2017, Atmos Energy shall submit its filing for approval of 

the first SIP surcharge. The surcharge shall be based on the revenue requirement associated with 

the actual capital expenditure on approved SIP projects completed and placed in service prior to the 

filing. The revenue requirement will consist of the following: 

a. return on SIP capital expenditures using the last Commission approved 

pre-tax ove_rall rate of return; 

b. return of SIP capital expenditures over time based upon Commission 

approved depreciation rates; 

c. recognition of accumulated depreciation expense and accumulated deferred 

income taxes as rate base offsets; and 

d. · recognition of the appropriate impacts of retirement and cost of removal on 

the revenue requirement. 
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Ad valorem taxes associated with SIP capital expenditures would not be included in the calculation 
., 

of the surcharge, but instead, would be recovered through the A VTS rider. 

28. Staff shall have 45 days from the date of Atmos Energy's filing to submit its report 

and recommendation to the Commission. Provided that Atmos Energy's filing is made no later 

than July 15, 2017 ~:the Parties request an order regarding the filing be issued so that approval of any 

surcharge can be effective for bills rendered on or after October 1, 2017, provided there are no 

contested issues that would require an evidentiary hearing. In the event an evidentiary hearing is 

required, then any approved surcharge shall be effective for bills rendered on or after the date of the 

Commission's order. 

29. By no later than June 1, 2017, Atmos Energy shall file for Commission approval of 

its plan for year two under the five-year program. The plan shall also include a review of year one 

of the plan and any update to the overall five year plan. Staff and CURB shall have the right to 

review and provide comments to the Commission regarding the filing. The Parties request that the 

Commission issue its order regarding the second year of the plan no later than October 1, 2017. 

30. By ho later than January 15, 2018, Atmos Energy shall submit its filing for approval 

of a change to th~ SIP surcharge. The change in the surcharge shall be based on the revenue 

requirement associated with the actual capital expenditures on approved SIP projects completed and 

placed in service prior to the filing but not included in the previous SIP filing and any project costs, 

i.e., trailing charges, relating to SIP approved projects from the previous SIP filings which were not 

included as part of the previous SIP filing. This filing is subject to review by Staff and CURB and 

approval by the C~mmission. Staff shall have 45 days from the date of Atmos Energy's filing to 

submit its report and recommendation to the Commission. Provided that Atmos Energy's filing is 

made no later than.January 15, 2018, the Parties request an order regarding the filing be issued so 
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that approval of any change in the surcharge shall be effective for bills rendered on or after April 1, 

2018, provided there are no contested issues that would require an evidentiary hearing. In the event 

an evidentiary hearing is required, then any approved change in the surcharge shall be effective for 

bills rendered on or after the date of the Commission's order. 

31. The, same schedule as outlined above for year one shall apply to the subsequent years 

under the SIP program. The Parties agree to Staffs recommendation that any changes to the SIP 

surcharge would occur twice a year. The Parties agree that Atmos Energy shall be allowed to 

continue to make q-sRS filings, which would be in addition to the SIP filings. 

32. If during the five-year pilot program Atmos Energy files a general rate case 

application, the reV.enue being recovered under the SIP surcharge shall be included in base rates and 

the SIP surcharge reset to zero in the same way revenues recovered under the GSRS surcharge are 

treated in a general rate case filing. 

33. The Parties agree that the SIP surcharge mechanism being submitted by the Parties as 

part of this Settlement shall be subject to any changes or additions that may be required so the SIP 

complies with any Commission decision issued in the 343 Docket. Any request by Atmos Energy 

to seek extension of the SIP surcharge beyond the five-year pilot program period shall be filed by 

Atmos Energy at least one year prior to the expiration of the pilot program. 

G. CLASS COST OF SERVICE AND RA TE DESIGN 

34. The' Parties agree that the rate increase shall be allocated among the respective 

classes of customers according to the amounts indicated for each class as shown on Appendix B 

hereto and that rates should be adjusted as shown on Appendix C. 

35. The Parties recommend that the rates approved by the Commission in this general 

rate case go into effect on March 1, 2016. 
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36. Atmos Energy agrees to eliminate the minimum usage threshold for any 

non-residential customer to be eligible to receive transportation services. 

37. Atmos Energy agrees to amend its tariffs to allow transportation customers the 

option of paying for required electronic flow measurement ("EFM") equipment at either the time of 

electing to take tr~portation services from Atmos Energy, or to pay for the cost of the EFM 

equipment through a monthly charge of$30.00. Atmos Energy agrees not to charge customers for 

the cost of a new meter or upgrades to the existing meter, if such is required in order to install EFM 

equipment at the meter. Atmos Energy also agrees to track any migration of small commercial 

customers from sales to transportation service, and identify any impact of such migration on its 

design day requirements, in its annual Purchase Gas Adjustment filings. 

38. Atriios Energy shall submit with its next general rate case filing a class cost of 

service study that breaks out or separates out the cost associated with providing service to customers 

in the Commercial/Public Authority class and between sales and transportation customers. 

Specifically, the cost of service study will include the following classes: 

Sales Service: 
Residential 
Commercial Sales; 
Public Authority Sales; 
School Sales; 
Industrial Sales; 
Small Generator Service Sales; 
Interruptible Sales; 
Irrigation Sales; 

Transportation Service: 
Commercial Transportation Firm; 
Pubiic Authority Transportation Firm; 
School Transportation Firm 
Industrial Transportation Firm; 
Small Generator Service Transportation 
Interruptible Transportation 
Irrigation Transportation 
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39. The Parties agree that Atmos Energy shall file a set of compliance tariffs in this 

docket. 

IV. MISCELLANEOUS PROVISIONS 

A. THE COMMISSION'S RIGHTS 

40. No~g in this Settlement is intended to impinge or restrict, in any manner, the 

exercise by the Commission of any statutory right, including the right of access to information, and 

any statutory obligation, including the obligation to ensure that Atmos Energy is providing efficient 

and sufficient service at just and reasonable rates. 

8. PARTIES' RIGHTS 

41. The Parties shall have the right to present pre-filed testimony in support of this 

Settlement. Such testimony shall be filed formally in the docket and presented by witnesses at a 

hearing on this Settlement. Such testimony is being filed pursuant to the Commission's schedule in 

this docket. The Parties request the hearing on the Settlement be heard on the first day that was set 

for the evidentiary:hearing in this case, which was February 2, 2016, at 9:00 a.m. 

C. WAiVER OF CROSS-EXAMINATION 

42. The Parties agree to waive cross-examination on all testimony filed prior to the filing 

of this Settlemen( The Parties agree that all such prefiled testimony and exhibits may be 

incorporated into the record without objection. 

D. NEGOTIATED SETTLEMENT 

43. This Settlement represents a negotiated settlement that fully resolves the issues in 

this docket among the Parties. The Parties represent that the terms of this Settlement constitute a 

fair and reasonable resolution of the issues addressed herein. Except as specified herein, the Parties 

shall not be prejudiced, bound by, or in any way affected by the terms of this Settlement (a) in any 
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ftlture proceeding; (b) in any proceeding currently pending under a separate docket; and/or (c) in 

this proceeding should the Commission decide not to approve this Settlement in the instant 

proceeding. If the Commission accepts this Settlement in its entirety and incorporates the same 

into a final order without mate1ial modification, the Parties shall be bound by its terms and the 

Commission's order incorporating its teims as to all issues addressed herein and in accordance with 

the terms hereof, and will not appeal the Commission's order on these issues. 

E. INTERDEPENDENT PROV!SJONS 

44. Except as mentioned in this paragraph, the provisions of this Settlement have 

resulted from negotiations among the Parties and are interdependent. Except as mentioned in this 

paragraph, in the event the Commission does not approve and adopt the terms of this Settlement in 

total, it shall be voidable and none of the Parties shall be bound, prejudiced, or in any way affected 

by any of the agreements or provisions hereo£ Further, in such event, this Settlement shall be 

considered privileged and not admissible in evidence or made a part of the record iu any proceeding. 

This provision shall not apply to (1) the Parties' agreement to recommend a March 1, 2016, effective 

date for the rate increase; or (2) the Parties1 agreement relating to the SIP tariff should the 

Commission elect to defer to the 343 Docket a decision on any of the agreed upon provisions herein 

regarding Atmos Energy's SIP tariff. 

IN WITNESS WHEREOF, the Parties have executed and approved this Unanimous Settlement 

Agreement effective as of the 201
h day of January, 2016, by subscribing their signatures below. 

flu~ 
Andrew French, #24680 
Michael R. Neeley, #25027 
Litigation Counsel 
Kansas Corporation Commission 
1500 S. W. AtTowhead Road 
Topeka, Kansas 66604 
Attorneys for Staff 



rty, #11177 
&BYRD,LLP 

216 S. Hickory• P. 0. Box 17 
Ottawa, Kansas 66067 
(785) 242-1234, telephone 
(785) 242-1279, facsimile 
jflaherty@andersonbyrd.com 

James H. Jeffries, IV 
MOORE & VAN ALLEN PLLC 
100 North Tryon Street, Suite 4 700 
Charlotte, North Carolina 28202 4003 
Tel: (704) 331 1079 
Fax: (704) 339 5879 
iimj effries@mvalaw.com 
Attorneys for Atmos Energy 

Niki Christopher, # 19311 
Citizens' Utility Ratepayers Board 
1500 SW Arrowhead Road 
Topeka, Kansas 66604 
(785) 271-3200, telephone 
(785) 271-3116, facsimile 
Attorney for CURB 

Glenda Cafer, #13342 
Telephone: (785) 271-9991 
Terri Pemberton, #23297 
Telephone: (785) 232-2123 
CAFER PEMBERTON LLC 
3321SW6th Avenue 
Topeka, Kansas 66606 
Facsimile: (785) 233-3040 
glenda@caferlaw.com 
terri@caferlaw.com 
Attorneys for Continuum Retail Energy Service, 
L.L.C. 
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James G. Flaherty, #11177 
ANDERSON & BYRD, LLP 
216 S.Hickory$ P. O.Box 17 
Otta~ Kansas 66067 
(785) 242-1234, telephone 
(785) 242-1279, facsimile 
jflahertv@andersonbyrd.com 

James H. Jeffries, IV 
MOORE & VAN ALLEN PLLC 
100 North Tryon Street, Suite 4700 
Charlotte, North Carolina 28202 4003 . 
Tel: (704) 331 I 079 
Fax: (704) 339 5879 
jimjeffries@mvalaw.com 
Attorneys for Atmos Energy 

;v)r~ 
Niki Christopher, #19311 
Citizens' Utility Ratepayers Board 
1500 SW Arrowhead Road 
Topeka, Kansas 66604 
(785) 271-3200, telephone 

· (785) 271-3116, facsimile 
Attorney for CURB 

Glenda Cafer, #13342 
Telephone: (785) 271-9991 
Terri Pemberton, #23297 
Telephone: (785) 232-2123 
CAFERPEMBERTONLLC 
3321 SW 6th Avenue 
Topeka, Kansas 66606 
Facsimile: (785) 233-3040 
glenda@caferlaw.com 
terri@caferlaw.com 
Attorneys for Continuum Retail Energy Service, 
L.L.C. 
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James G. Flaherty, #11177 
ANDERSON & BYRD, LLP 
216 S. Hickory$ P. 0. Box 17 
Ottawa, Kansas 66067 
(785) 242-1234, telephone 
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jf1ahe1tyc@artdersonbvrd.con1 

James H. Jeffries, N 
MOORE & VAN ALLEN PLLC 
100 North Tryon Street, Suite 4700 
Charlotte, North Carolina 28202 4003 
Tel: (704) 331 1079 
Fax: (704) 339 5879 
jimjeffries@mvalaw.com 
Attorneys for Atmos Energy 

Ntl<l Christopher, #19311 
Citizens' Utility Ratepayers Board 
1500 SW Arrowhead Road 
Topeka, Kansas 66604 
(785) 271-3200, telephone 
(785) 271-3116, facsimile 
Attorney for Cl)RB 

Glen~-~ Cafer, #13342 
Telephone: (785) 271-9991 
Terri Pemberton, #23297 
Telephone: (785) 232-2123 
CAFERPEMBERTONLLC 
3321 SW 6th Avenue 
Topeka, Kansas 66606 
Facsimile: (785) 233-3040 
glenda@caferlaw.co11.1 
terri@caferlaw ;com 
Attorneys for Continuum Retail Energy Service, 
L.L.C. 
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Atmos Energy Corporation Docket No. 16-ATMG-079-RTS 

Colorado-Kansas General Office Property - Division 30 APPENDIX A 
Settled Depreciation Rates Page 1 of3 

Mortality Characteristics Depreciation Rates 
Account Iowa Gross Cost of Net Life COR Total 
Number Account Description ASL Curve Salvage Removal Salvage Rate Rate Rate 

GENERAL PLANT 

39009 lmmprovements to Leased Premises 10.0 SQ 0% 0% 0% 12.07% 0.00% 1207% 
39100 Office Furniture and Equipment 15.0 Rl.5 0% 0% 0% 7.80% 0.00% 7.80% 
39103 Office Mach in es 15.0 Rl.5 0% 0% 0% 7.80% 0.00% 7.80% 
39200 Transportation Equipment 5.0 SQ 0% 0% 0% 20.00% 0.00% 20.00% 
39400 Tools, Shop and Garage Equipment 9.0 SS 0% 0% 0% 16.39% 0.00% 16.39% 
39500 Laboratory Equipment 10.0 SQ 0% 0% 0% 10.00% 0.00% 10.00% 
39700 Communication Equipment 12.0 SS 0% 0% 0% 10.67% 0.00% 10.67% 
39800 Miscellaneous Equipment 8.0 l5 0% 0% 0% 16.74% 0.00% 16.74% 
39901 Servers Hardware 7.0 SQ 0% 0% 0% 21.70% 0.00% 21.70% 
39902 Servers Software 7.0 SQ 0% 0% 0% 14.29% 0.00% 14.29% 
39903 Network Hardware 8.0 SQ 0% 0% 0% 19.19% 0.00% 19.19% 
39905 Mainframe 5.0 SQ 0% 0% 0% 20.00% 0.00% 20.00% 
39906 PC Hardware 5.0 SQ 0% 0% 0% 22.00% 0.00% 22.00% 
39907 PC Software 6.0 SQ 0% 0% 0% 20.00% 0.00% 20.00% 



Atmos Energy Corporation Docket No.16-ATMG-079-RTS 
Shared Servlces General Office - Division 2 APPENDIX A 
Settled Depreciation Rates Page 2of3 

Mortality Characteristics Depredation Rates 

Account Iowa Gross Cost of Net Life COR Total 

Number Account Description ASL Curve Salvage Removal Salvage Rate Rate Rate 

GENERAL PLANT 
39000 Structures and Improvements 40.0 R2 0.00% 0.00% 0.00% 2.33% 0.00% 2.33% 
39005 G - Structures and Improvements 40.0 R2 0.00% 0.00% 0.00% 2.33% 0.00% 2.33% 

39009 lmmprovements to Leased Premises 20.0 R4 0.00% 0.00% 0.00% 3.12% 0.00% 3.12% 
39020 AEAM - Structures and Improvements 40.0 R2 0.00% 0.00% 0.00% 2.33% 0.00% 2.33% 
39029 AEAM - lmmprovements to Leased Premises 20.0 R4 0.00% 0.00% 0.00% 3.12% 0.00% 3.U% 
39100 Office Furniture and Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 
39101 Office Furniture and Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 
39102 Remittance Processing Equipment 22.0 L4 o.00% 0.00% 0.00% 3.69% 0.00% 3.69% 
39103 Office Machines 22.0 L4 0.00% O.OO'Ai O.OO'Ai 3.69% 0.00% 3.69% 
39104 G - Office Furniture and Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 
39120 AEAM - Office Furniture and Equipment 22.0 L4 o.00% 0.00% 0.00% 3.69% 0.00% 3.69% 
39200 Transportation Equipment 10.0 L2 10.00% 0.00% 10.00% 6.47% 0.00% 6.47% 

39400 Tools, Shop and Garage Equipment 11.0 S6 0.00% 0.00% 0.00% 8.29% 0.00% 8.29% 

39420 AEAM -Tools, Shop, and Garage Equipment 11.0 S6 0.00% 0.00% 0.00% 8.29% 0.00% 8.29% 

39500 Laboratory Equipment 10.0 R2 0.00% 0.00% 0.00% 8.28% 0.00% 8.28% 

39700 Communicatlon Equipment 15.0 RS 0.00% 0.00% 0.00% 5.69% 0.00% 5.69% 

39720 AEAM - Communication Equipment 15.0 RS 0.00% 0.00% 0.00% 5.69% 0.00% 5.69% 
39800 Miscellaneous Equipment 15.0 53 0.00% 0.00% 0.00% 5.35% 0.00% 5.35% 

39809 Inserter 15.0 53 0.00% 0.00% 0.00% 5.35% 0.00% 5.35% 
39820 AEAM - Miscellaneous Equipment 15.0 S3 0.00% 0.00% 0.00% 5.35% 0.00% 5.35% 

39900 OtherTangible Property 7.0 RS 0.00% 0.00% 0.00% 12.70% 0.00% U.70% 

39901 Servers Hardware 10.0 SQ 0.00% 0.00% 0.00% 7.82% 0.00% 7.82% 

39902 Servers Software 10.0 SQ 0.00% 0.00% 0.00% 7.18% 0.00% 7.18% 

39903 Network Hardware 10.0 SQ 0.00% 0.00% 0.00% 6.99% 0.00% 6.99% 

39906 PC Hardware 6.0 53 0.00% 0.00% 0.00% 10.15% 0.00% 10.15% 

39907 PC Software 10.0 R3 0.00% 0.00% 0.00% 6.44% 0.00% 6.44% 

39908 Application Software 15.0 Ll.5 0.00% 0.00% 0.00% 5.11% 0.00% 5.11% 
39921 AEAM - Servers Hardware 10.0 SQ 0.00% 0.00% 0.00% 7.82% 0.00% 7.82% 

39922 AEAM - Servers Software 10.0 SQ 0.00% 0.00% 0.00% 7.18% 0.00% 7.18% 

39923 AEAM - Network Hardware 10.0 SQ 0.00% 0.00% 0.00% 6.99% 0.00% 6.99% 
39926 AEAM - PC Hardware 6.0 53 0.00% 0.00% 0.00% 10.15% 0.00% 10.15% 

39928 AEAM -Application Software 15.0 u.s 0.00% 0.00% 0.00% 5.11% 0.00% 5.11% 
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Mortality Characteristics Depreciation Rates 

Account Iowa Gross Cost of Net Life COR Total 

Number Account Description ASL curve Salvage Removal Salvage Rate Rate Rate 

GENERAL PlANT 

38900 Land 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

38910 CKV-Land 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

39000 Structures and Improvements 40.0 R2 0.00% 0.00% 0.00% 233% 0.00% 2.33% 

39009 lmmprovements to Leased Premises 20.0 R4 0.00% 0.00% 0.00% 3.12% 0.00% 3.12% 

39010 CKV - Structures and Improvements 40.0 R2 0.00% 0.00% 0.00% 2.33% 0.00% 2.33% 

39100 Office Furniture and Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 

39101 Office Furniture and Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 

39102 Remittance Processing Equipment 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 

39103 Office Machines 22.0 L4 0.00% 0.00% 0.00% 3.69% 0.00% 3.69% 

39700 Communication Equipment lS.O RS 0.00% 0.00% 0.00% 5.69% 0.00% 5.69% 

39710 CK>/ - Communication Equipment lS.O RS 0.00% 0.00% 0.00% 5.69% 0.00% 5.69% 

39800 Miscellaneous Equipment lS.O 53 0.00% 0.00% 0.00% 5.35% 0.00% 5.35% 

39900 Other Tangible Property 7.0 RS 0.00% 0.00% 0.00% 12.70% 0.00% 12.70% 

39901 Servers Hardware 10.0 SQ 0.00% 0.00% 0.00% 7.82% 0.00% 7.82% 

39902 Servers Software 10.0 SQ 0.00% 0.00% 0.00% 7.18% 0.00% 7.18% 

39903 Network Hardware 10.0 SQ 0.00% 0.00% 0.00% 6.99% 0.00% 6.99% 

39906 PC Hardware 6.0 S3 0.00% 0.00% 0.00% 10.15% 0.00% 10.15% 

39907 PC Software 10.0 R3 0.00% 0.00% 0.00% 6.44% 0.00% 6.44% 

39908 Application Software 15.0 Ll.5 0.00% 0.00% 0.00% 5.11% 0.00% 5.11% 

39910 CKV - Other Tangible Property 7.0 RS 0.00% 0.00% 0.00% 12.70% 0.00% 12.70% 

39916 CKV - PC Hardware 6.0 S3 0.00% 0.00% 0.00% 10.15% 0.00% 10.15% 

39917 CKV - PC Software 10.0 R3 0.00% 0.00% 0.00% 6.44% 0.00% 6.44% 
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Revenue Allocation 

INCOME STATEMENT 
PROPOSED RATES 

OPERATING REVENUE - PROPOSED RATES 

RATE SCHEDULE REVENUE INCREASE 

TOTAL OPERATING REVENUE 

PERCENT OF REVENUE INCREASE 

I Total I TOTAL 

Jurisdiction I RESIDENTIAL 

58,475,852 42,534,494 

$2,218,903 $ 1,613,998 

60,694,755 44,148,492 

100% 73% 

TOTAL I TOTAL 
COMMERCIAL/ 

PA. I SCHOOL 

9,908,432 109,044 

SALES SERVICE 

INDUSTRIAL 

Docket No. 16·ATMG-079·RTS 

APPENDIXB 
Page 1of1 

TRANSPORTATION SERVICE 

SMALL GENERATOR I ITRANSPORTATIONI TRANSPORTATION I TRANSPORTATION 

INDUSTRIAL I SERVICE l1NTERRUPTIBLEI IRRIGATION I FIRM I INTERRUPTIBLE I SCHOOLS FIRM 

70,881 37,441 0 1,083,715 2,559,884 1.424,287 747,672 

404,353 4,138 $ 4,110 s $ $ 138,259 $ $ 54,045 $ 

10,312,785 113,182 74,991 37,441 0 1,221,974 2,559,884 1,478,332 747,672 

18% 0% 0% 0% 0% 6% 0% 2% 0% 
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Settlement Proposed 
Facilities Commodity 

Line# Description Charge Rates 

SALES:· 

1 Residential Sales Service (910) $18.91 $0.1545 
2 Commercial Sales Service (915) 42.62 0.1549 
3 Public Authority Sales Service (915) 42.62 0.1549 
4 School Sales Service (920) 51.94 0.1674 
5 Industrial Sales Service (930) 93.07 0.1570 
6 Small Generator Sales Service (940) 41.00 0.1367 
7 Large Industrial Sales Serv - Interruptible (955) <20,000 344.31 0.0873 
8 Large Industrial Sales Serv - Interruptible (955) <20,000 

9 Irrigation Engine Sales Service (965) 75.27 0.1114 

10 TRANSPORTATION: 

11 
12 Interruptible Transportation Serv - Industrial (IT900) <20,000 351.36 0.0892 
13 Interruptible Transportation Serv - Industrial (IT900) >20,000 0.0780 
14 Firm Transportation Serv Commercial (FT-900) 86.93 0.1466 
15 School Transportation Service Post '95 (920) 88.85 0.1590 
16 Firm Transportation Serv - Industrial (FT900) 1 86.93 0.1466 



CERTIFICATE OF SERVICE 

16-A TMG-079-RTS 
I, the undersigned, certify that the true copy of the attached Order has been served to the following parties by means of 

Electronic Service on ___ MAR _ ___;,._1_7_2_01_6 __ _ 

JAMES G. FLAHERTY, ATTORNEY 
ANDERSON & BYRD, L.L.P. 
216 S HICKORY 
PO BOX 17 
OTTAWA, KS 66067 
Fax: 785-242-1279 
jflaherty@anderson by rd. com 

JENNIFER G. RIES, VICE PRESIDENT, RATES AND 
REGULATORY AFFAIRS-COLORADO/KANSAS 
ATMOS ENERGY CORPORATION 
1555 BLAKE ST STE 400 
DENVER, CO 80202 

jenn ifer.ries@atmosenergy.com 

TERRI PEMBERTON, ATTORNEY 
CAFER PEMBERTON LLC 
3321 SW 6TH ST 
TOPEKA, KS 66606 
Fax: 785-233-3040 
terri@caferlaw.com 

DELLA SMITH 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
d.smith@curb.kansas.gov 

ALEX GOLDBERG, EXECUTIVE VICE PRESIDENT, 
GENERAL COUNSEL 
CONTINUUM RETAIL ENERGY SERVICES, L.L.C. 
1323 E 71ST, STE # 300 
TULSA, OK 74136 
Fax: 918-492-3075 
agoldberg@continuumes.com 

JAMES PRICE, ATTORNEY 
ATMOS ENERGY 
5430 LBJ FREEWAY, THREE LINCOLN CENTRE 
PO BOX 650205 
DALLAS, TX 75265-0205 

james.price@atmosenergy.com 

GLENDA CAFER, ATTORNEY 
CAFERPEMBERTONLLC 
3321 SW 6TH ST 
TOPEKA, KS 66606 
Fax: 785-233-3040 
glenda@caferlaw.com 

DAVID W. NICKEL, CONSUMER COUNSEL 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
d.nickel@curb.kansas.gov 

SHONDA SMITH· 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
sd.smith@curb.kansas.gov 

TIMOTHY MULLER, SENIOR ATTORNEY 
CONTINUUM RETAIL ENERGY SERVICES, L.L.C. 
1415 LOUISIANA STREET, STE 4200 
HOUSTON, TX 77002 
Fax: 918-492-3075 
tmuller@continuumes.com 
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RICK PEMBERTON, DIRECTOR, MIDWEST 
CONTINUUM RETAIL ENERGY SERVICES, L.L.C. 
3732 SW SPRING CREEK LANE 
TOPEKA, KS 66610 
Fax: 918-492-3075 
rpemberton@continuumes.com 

ANDREW FRENCH, SENIOR LITIGATION COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3314 
a.french@kcc.ks.gov 

MICHAEL NEELEY, LITIGATION COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3167 
m. neeley@kcc. ks. gov 

DAVID COHEN, LAW CLERK - OFFICE OF THE GENERAL 
COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3354 
d.cohen@kcc.ks.gov 

DUSTIN KIRK, ASSISTANT GENERAL COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3354 
d.kirk@kcc.ks.gov 

JAMES H. JEFFRIES IV 
MOORE & VAN ALLEN PLLC 
100 NORTH TYRON STREET 
STE 4700 
CHARLOTTE, NC 28202-4003 

jimjeffries@mvalaw.com 

/SI DeeAnn Shupe 
DeeAnn Shupe 

ZJ;lVifAILED 

MAR 1 7 2016 




